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Object of research. The object of the research is the economic processes that take
place in Ukraine during the development of financial technologies. One of the most
problematic places is the crisis which was in 2008, at the present time many problems
have emerged from the financial and economic side that had to be solved.

Methodology. In the course of the study, the methods of deduction and induction
were used to determine the peculiarities of the development of financial technologies in
Ukraine.

Findings. The state of financial technologies in Ukraine was analyzed at different
times, during crises and after, the victories highlighted at the present time in this area, as
well as the problems posed still need to be corrected. The presented options for solving
some of the problems allows us to conclude that the development of financial technology
is growing rapidly, passing and solving past issues and problems and setting new tasks
for itself, although this industry is still very young.

Originality.Originalitylies in the definition of the peculiarities of the development
of financial technologies in Ukraine, as a new specific industry.
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Practical and / or theoretical value. The practical significance lies in the fact that
the article describes the economic and financial problems of the country in crisis
conditions and after them, how the development of financial technologies affects society,
what consequences the country experiences, what problems there are and what the
solutions will be. The results obtained will be used in further research for statistical
forecasting of the success of the development of financial technologies in Ukraine.
Clarified the definition of the essence of the category of "financial technology", which
we consider as a synthesis of digital technologies and innovations in the financial sector,
used for the provision, expansion and distribution of financial services by technology
companies. For the effective and safe functioning and development of digital financial
technologies, it is necessary to adhere to a competent and systematic approach on the part
of the state on the legal regulation of the Fintech sphere. In today's realities, the
implementation of the above measures will contribute to the prospective development of
Fintech in Ukraine and the integration of financial technologies into the main spheres of
society.

Keywords: FinTech, financial technologies, AML, KYC, financial system, financial
strategy.
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THYKITIT TpY BU3HAYEHHI 0COOTUBOCTEHN pO3BUTKY (DiIHAHCOBUX TEXHOJIOTIN B YKpaiHi.
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Pesynbratu. Byno npoananizoBaHo cTaH (piHAHCOBUX TEXHOJIOT1H B YKpaiHa 3a pi3Hi
qacu, MijJ 4Yac Kpu3 1 MicJisi, BAOKPEMJICH] MEPEMOTH 3a 11ei Jac y Iii raimysi , a Takox
MOoCTaBJIeHI TpoOJieMH sIKi 1m1e Tpeba BunpaBuTu. [IpeacTaBieHi BapiaHTH PillleHb ASIKUX
npoOJieM, 10 JIa€ 3MOTy 3pOOWTH BHUCHOBOK, IO PO3BUTOK (PIHAHCOBHX TEXHOJIOTII
IIPOJIOBXKYE CTPIMKO 3pOCTaTH, MPOXOIUTH Ta BUPIIIYE MUHYIII MUTaHHS Ta MPOOJIEMH 1
CTaBUTbH Iepesl coO0I0 HOBI 3aj1a4i, X0ua 115 raxy3b Ie Ay’Ke MOJIOoJa.

HaykoBa HoBu3Ha. HaykoBa HOBM3HA MOJIATA€E Y BU3HAYEHHI OCOOJIMBOCT1 PO3BUTKY
(hiHaHCOBHX TEXHOJOTIN B YKpaiHi, SK HOBOI crienu(igHOT ramy3i.

[IpakTruna Ta (a60) TeopeTHyHa 3HAUYIIICTh. [IpakTHYHA 3HAYYIIICTH MOJSATAE B
TOMY, IO ¥ CTAaTTI OKpeCeHI eKOHOMIYHI Ta (DiHAHCOBI MPOOIEMH KpaiHU Y KPU30BHX
CTaHaX Ta MICJIS HUX, SIK PO3BUTOK (hiHAHCOBUX TEXHOJIOT1H BIUTMBAE HA CYCH1IBCTBO, K1
HACJIIIKY Bi9yBae Ha co01 KpaiHa, siKi € mpoOIeMu Ta SKUMH Oy Ty Th pimnerds. OTpuMani
pe3ynbTaTi OyayTh BUKOPHCTAaHI B TOMAIBIIMX MOCTIDKCHHSIX IJII CTaTHCTHYHOTO
MIPOTHO3YBAHHSA yCMiXiB PO3BUTKY (DiIHAHCOBUX TEXHOJOTIH B YKpaiHi. TOYHO BU3ZHAUYEHO
CYTHICTh KaTeropii «(piHaHCOBI TEXHOJIOT1», IKYy MU PO3TJISLIAEMO SIK CHHTE3 U(PPOBUX
TEXHOJIOT1H Ta iIHHOBAIIN Y (DIHAHCOBOMY CEKTOPI, IO BUKOPUCTOBYIOTHCS JUIsl HAJIaHHS,
PO3IIMPEHHST Ta TMOIMMPEHHS (PIHAHCOBUX TMOCIYr TEXHOJIOTIYHHUMH KOMIaHIsSMHU.
BiTun3nsina (QiHTEX-1HAYCTpisS 3HAXOJUTHCA Ha CTajli CTAHOBJIEHHA 1 3HAYHO
MOCTYTAEThCS 3aX1THUM KpaiHam yepe3 HU3Ky npuduH. i1 e(pekTUBHOTO Ta 6€31MeUHOT0
(GYHKIIOHYBaHHA Ta PO3BUTKY IUGPOBUX (PIHAHCOBUX TEXHOJIOTIM HEOOX1THO
JOTPUMYBATHCS TPAMOTHOTO Ta CHCTEMHOTO MiAXO0My 3 OOKy JeprkaBH J0 MPaBOBOTO
peryimoBaHHs  (QiHTex-chepu;  3ampoBaKEHHS  BIAKPUTOro  OaHKIHTY  uepes
3aTBEpKEHHS B YKpaiHl HOpM €Bporeiickkoi aupektuBu PSD2; cnpusiHHsa B mporect
CHiBIpall MK OaHKaMH Ta (PIHTEX-KOMIAHISIMH LUISTXOM 3JIy4eHHsS (PIHTEX KOMMaHi!
70 ayTCOPCHUHTY; MIJIBUINCHHS PiBHSA (DIHAHCOBOI IPaMOTHOCTI HACEJICHHS Ha OCHOBI
MPOCTOTH Ta AOCTYIHOCTI 1H(GOPMAIIHHOTO 3a0e3neYeHHs; (POpMyBaHHS KOMIIETEHTHUX
kaapiB y cdepi Fintech. ¥V cyuacHux peanisx peaiizailis BHIIE3a3HAYCHUX 3aXOiB
CIpHUSATUME TIEPCIEKTUBHOMY po3BUTKY Fintech B Vkpaini Ta iHTerpamii ¢piHaHCOBUX
TEXHOJIOT1M B OCHOBHI c(pepu KUTTS CyCIIIbCTBA.

Knwuogi cnosa: FinTech, dpinancosi rexnomorii, AML, KYC, ¢inancoBa cucrema,
(iHaHCOBa cTpaTeris.

Formulation of the problem in
general.

The emergence and improvement of
financial innovations have always been
and remain a component of the formula
for successful sOCl0-economic
development. Implementation of financial
innovations is focused on effective
management of financial resources and
risks in order to ensure development,
competitiveness, financial stability in
conditions of economic instability [1].

FinTech 1s an industry that uses
technology to improve its financial
performance. These are new applications,
processes, products, business models in
the field of financial services, consisting
of one or more additional financial
services and provided as a comprehensive
process via the Internet [2]. FinTech not
only promotes convenience, speed,
reduced cost of services, but also creates
networks that can easily connect people
with common interests, in particular,
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those who have something and those who
are looking for it, or those who are looking
for partners to share.

FinTech's development has been
particularly rapid since the 2008 global
financial and economic crisis, as problems
emerge and are an ideal environment for
startups to address these issues. The crisis
has led to massive job cuts in the financial
sector, forcing people to look for new
opportunities. This is how FinTech
startups, led by highly qualified
unemployed people, began to spread. In
Ukraine, the top management of FinTech
providers mainly consists of former
bankers (70%) with experience in large
commercial banks, including Privatbank,
FUIB, Raiffeisen Bank Aval, Alfa-Bank,
Universal Bank. About 23% of managers
left the business and only 7% - from the
IT sector [3].

The domestic fintech sector is in its
infancy and 1s far behind Western
countries; The rapid development of the
industry began in 2014, and now in
Ukraine there are more than a hundred
companies participating in the Ukrainian
fintech market, and the vast majority of
them have no long-term practical
experience. There is an obvious need to
further improve the regulation of the
fintech sector, especially the creation of
an appropriate legal framework; there is a
need to form a developed ecosystem for
business startups on the model of foreign
countries and the availability of
accelerators that would assist fintech
companies in increasing the volume of
activities 1n the early stages of
development. It is important to identify
ways to develop an innovative financial
market, ways to establish strategic
partnerships with traditional participants
in the financial sector.

Object of research and analysis of

existing solutions to problems.

Object of study. The object of the
research is the economic processes that
take place in Ukraine during the
development of financial technologies.
One of the most problematic places is the
crisis which was in 2008, at the present
time many problems have emerged from
the financial and economic side that had
to be solved.

Analysis of recent research and
publications. The theoretical basis for the
study of innovations, their content
characteristics, causal links  with
economic development is laid in the
works of A.Smith, D.Ricardo, .
Schumpeter, T. Mensch, M. Kondratiev,
M. Tugan-Baranovsky, G. Clark. Many
foreign and domestic scientists, such as
Yu. Bazhal, J. Van Dane, A. Galchynsky,
M. Miller, H. Minsky, F.Myshkin, pay
considerable attention to the essence and
content of innovation theory in general
and in the financial sphere in particular,
R. Merton, P. Tufano, J. K. Van Horn,
J. Finnerty, L. Fedulova, W. Sharp.

Formulation of the purpose of the
article and research objectives.

Theaimoftheworkistoassessthestatusa
ndidentifytrendsinUkrainianfintechandth
efactorsthatplay a
deterrentroleinthepenetrationoffintechser
vices,
waystoeliminatethemtoensurepositivedyn
amicsinthissegment.

Presentation of the main material of
the study with a full justification of the
obtained scientific results.

Financial technology, or Fintech - an
industry consisting of companies that use
technology and innovation to compete
with traditional financial institutions in
the face of banks and intermediaries in the
financial services market [8]. N. O.
Morozko wuses the term '"financial
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technology space" to describe the term
"FinTech" and defines it as an industry
that includes technologies for banking and

corporate  finance, capital markets,
financial  analytics, payments and
personal  finance  management, in

addition, includes definition of private
investment and  private  venture
investment [3, p. 10].

Based on the generalization of the
above interpretations, financial
technologies should be understood as
technologies used in the financial industry
to optimize costs, increase added value in
their products, speed of various processes,
security, etc.

After the global financial crisis in
2008, banks in all countries were forced to
adapt to the new world. Regulators have

tightened bank capital requirements,
introduced new risk management
standards and more stringent

requirements for KYC (Know Your
Customer) and AML (Anti Money
Laundering) procedures.

At the same time, technology and
innovation have developed rapidly:

1. The Internet has become
widespread;

2. Smartphones and  mobile
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applications have appeared and are
gaining popularity, even in developing
countries;

3. Social networks are spreading fast;

4. Big Five technology companies
(Amazon, Facebook, Google, Apple,
Microsoft) have developed innovative
products and services that set new
standards for quality, speed and user-
friendliness;

5. Labor migration has increased and,
accordingly, remittances have increased;

6. Small and medium-sized businesses
began to look for alternative ways to
finance their activities;

7. Private investors who used to be
involved in real estate have started
looking for new ways to make money.

With the advent of new technologies,
banks' focus on internal processes due to
the crisis of 2008 and the desire of users
to experiment with digital services have
led to the emergence and growth of new
FinTech companies, lending and banking
technologies. Other global trends include
mobile financial services, financial and
account management, remittances,
consulting, insurance technology,
crowdfunding, P2P lending, blockchain
and cryptocurrencies.

I:cr_l.sulting worls
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Fig. 1. Global investment in Fintech companies
Reference: made by authors on the basis [1]

31 http://eh.udpu.edu.ua

No 4(19) 2021 ExoHOMIYHI TOPU30OHTH



http://eh.udpu.edu.ua/

Economies’ Horizons

ISSN 2522-9273; e-ISSN 2616-5236

In Ukraine, FinTech is in its infancy
and has more than 60 companies with
varying degrees of maturity. In fact, the
largest FinTech example in the country
was PrivatBank (before nationalization),
whose technological services were ahead
of not only the local Ukrainian market, but
also the European one. FinTech began to
attract the attention of players in the
financial sector of Ukraine only in 2017
after a series of events and forums
dedicated to this topic. It is expected that
more efforts and support for the
development of this important area will
take place in 2018.

In Ukraine, as in the rest of the world,
the evolution of FinTech took place first
in response to the banking crisis of 2008-
2009, and then, not so long ago, as a result
of the crisis of 2013-2014. During this
period:

1. About 20 European banks operating
in the Ukrainian market suspended
lending and reduced their presence in the
local market due to the 2008 financial
crisis.

2. There was a sharp drop in GDP in
2009 and 2015, which was accompanied
by a strong devaluation of the national
currency and high inflation. The
purchasing power of the population was
rapidly declining, which, in turn, led to
new bankruptcies in business. The share
of problem assets in banks grew rapidly,
which was reflected in the decrease in
consumer lending by Ukrainian banks.

3. Reduction in the number and
consolidation of banks from 175 in
January 2008 to 88 in November 2017.

4. Further reduction in the number of
bank branches, which led to restrictions
on access to banking services.

5. Loss of public confidence in the
banking sector.

Along with the financial crisis of
2008-2009, the first players among
FinTech startups began to appear in
Ukraine. For the most part, these projects
were created in the direction of payments
and transfers. The vast majority of all
FinTech startups (58%) have appeared
since 2015.

The development of FinTech is
actively supported by a number of various
initiatives and activities of the National
Bank of Ukraine. The National Bank of
Ukraine approved the Comprehensive
Program for the Development of the
Financial Sector of Ukraine until 2020
(Resolution Ne391 of June 18, 2017),
which provides for a number of
initiatives:

1. Non-cash economy exchange rate
2021;

2. Transition to ISO20022 standards;

3. Exchange of documents in
electronic format using an electronic
signature;

4. Cancel stamps, seals and paper
copies;

5. Storage of documents in electronic
format;

6. Remote identification;

7. Ability to order financial services
online;

8. Electronic viewing of scanned
copies and signing of cash documents;

9. Ability to use the Bank ID system
for remote identification of bank
customers;

10. Protection of the rights of users of
financial services;

11. Improving the financial literacy of
the population;

12. New rules to encourage licensing
of new players in the payments sector.

Many of the FinTech companies
created in Ukraine are aimed at the
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common  European  market. The
intellectual resource is exported to other
countries. But, on the positive side, the
infrastructure  necessary  for  the
development of the startup environment is
being formed, in the form of accelerators
and incubators. However, in order to
stimulate the growth of new projects, it is
necessary to go a long way to create the
right conditions for doing business in the
country — this applies to the regulatory
environment and changes in legislation
and tax policy for innovative companies,
as well as simplicity and transparency in
creating startups.

There are several factors that are
unique to Ukraine, and in combination
with  the developed infrastructure
contribute to the development of FinTech.

Infrastructure. Internet penetration in

Ukraine continued to grow rapidly
between 2008 and 2017, and the Internet
became available to the majority of the
population. Only 24% of the adult
population had access to the Internet in
2008, up from 63% in 2017.

The Internet and its speed in Ukraine
are constantly improving, including due to
lower costs and increased access,
especially applies to mobile internet.
Continuous investment and support for
high-speed Internet will further contribute
to the development and use of FinTech
services and products in the country. The
planned movement towards open APIs
according to PSD2 will also contribute to
the development of FinTech in Ukraine.
In response to the demand from FinTech
companies, acceleration and incubation
programs are created.

Share of Internet users among the adult population of Ukraine

70
60
50
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30

20

0 D OO >
SRR
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62 63

57
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40

Fig. 2. Share of Internet users among the adult population of Ukraine
Reference: made by authors on the basis of [2]

Another important factor 1in the
infrastructure that hinders the
development of FinTech in Ukraine is the
lack of electronic identification.
Electronic passports have just appeared in
the country. The Mobile ID launch
initiative, which is currently in test mode

and is expected to launch in 2018, could
help address e-identification.

Such a system will allow any client
who has already passed the KYC
procedure in one bank and received a
national Bank ID to use it to open
accounts in any other bank. Although
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remote account opening and the use of the
multi-level KYC procedure have not yet
been implemented, there are discussions
about the implementation of PSD2, which
will make this possible. There are third-
party payment kiosks on the market, but
their network is limited to cities, so their
further expansion would increase access
to and use of electronic payments in rural
areas. Despite some limitations in agency
networks, steps to make greater use of the
existing physical infrastructure of post
offices and other networks would open up
access to rural and mobile-restricted
areas, as well as to those who do not yet
trust e-finance.

Legal and regulatory environment.
The environment for supporting FinTech
and other startups is currently being
improved.

Among the important changes that
have recently been introduced in
Ukrainian legislation are:

1. Permission to sign invoices and
transactions with an electronic signature;

2. Banks are no longer required to
translate documents into Ukrainian if they
are in English;

3. Ukrainian IT companies continue to
enjoy simplified taxation — 5% per year;

4. The National Bank of Ukraine
continues to gradually lift restrictions on
the repatriation of dividends — the limit
has been increased to USD 5,000,000 per
legal entity per year;

5. The National Bank of Ukraine
actively advocates the adoption of
European Union directives, for example
in PSD2, in domestic legislation;

6. Recent adoption of the law on
electronic identification and trust services
for electronic transactions in the internal
market (Law on electronic trust services);

7. Access to capital and investment.
The Ukrainian government regularly
declares support for foreign investment.
In general, from a regulatory point of
view, starting and doing business in
Ukraine for foreign investors does not
differ from the conditions for doing
business for domestic investors. The
requirement to obtain a special permit
from public services for foreign direct
investment has recently been abolished.
Ukrainian startups are increasingly using
crowdfunding platforms for funding.
According to a study by MasterCard,
about 87% of representatives of the
banking sector are ready to partner with
FinTech startups. The creation of new
acceleration programs in the country will
reduce the costs of FinTech startups and
stimulate initial funding.

8. Qualification. Ukraine maintains
high standards of education, especially in
mathematics and science, and talented IT
professionals support the global FinTech
industry. Thus, FinTech-unicorn
"Transferwise", valued at more than $ 1.1
billion. USA, has a team of software
developers in Cherkasy. Although high
qualifications have already been achieved
in the field of information technology, the
Ukrainian FinTech sector will benefit
even more from retaining and attracting
financial professionals who can provide
the necessary assistance.

Results of the survey of Ukrainian
FinTech providers Questionnaires with
questions about commercial activities
were sent to 80 FinTech providers, of
which 59 completed questionnaires.
Unit.City, 1991 Open Data Incubator,
FinTechCluster and BankOnline helped to
distribute the questionnaires. According
to the survey, FinTech providers are
working in the following areas:
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Directions of Fintech companies

Regtech [ 1,75%
Cryptocurrencies [ 1,75%
Blockchain 3,40%

Mobile wallets

Financial management

Digital and non-banks
Insurtech
Marketplace

Lending

14%

Technology and infrastructure

19,30%

Payments and money transfers

31,60%

Fig. 3. Directions of Fintech companies
Reference: made by authors on the basis of [12]

Market maturity. 40% of FinTech
providers were established before 2015,
while 60% of providers have appeared in
the last three years. About 84% of
FinTech companies have already started
offering products and services, and 16%
are still in the process of being formed.

Startup founders. The founders are
mostly individuals with experience in IT
(65%) and finance (30%), most of whom
are fluent in English. It is important to
note that the top management of FinTech
providers mainly consists of former
bankers (70%) with experience in large
commercial banks, including Privatbank,
FUIB, Raiffeisen Bank Aval, Alfa-Bank
and Universal Bank. About 23% of
managers left the business and only 7% —
from the IT sector.

Market segmentation. More than 37%
of FinTech providers are engaged in the
market segment of payments between
legal entities (B2B) and are aimed at
servicing small and medium enterprises.

Partnerships. Some of the FinTech
providers maintain partnerships with
banks and international payment systems.
This includes platforms for P2P card

transactions, payment cards with the logos
of several companies and other payment
services. These are mainly banks such as
FUIB, OschadBank, Alfa-Bank,
Raiffeisen Bank Aval, TASKOMBANK
and international payment systems.

Market maturity. 40% of FinTech
providers were established before 2015,
while 60% of providers have appeared in
the last three years. About 84% of
FinTech companies have already started
offering products and services, and 16%
are still in the process of being formed.

Startup founders. The founders are
mostly individuals with experience in IT
(65%) and finance (30%), most of whom
are fluent in English. It is important to
note that the top management of FinTech
providers mainly consists of former
bankers (70%) with experience in large
commercial banks, including Privatbank,
FUIB, Raiffeisen Bank Aval, Alfa-Bank
and Universal Bank. About 23% of
managers left the business and only 7% -
from the IT sector.

Market segmentation. More than 37%
of FinTech providers are engaged in the
market segment of payments between
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legal entities (B2B) and are aimed at
servicing small and medium enterprises.
Partnerships. Some of the FinTech
providers maintain partnerships with
banks and international payment systems.
This includes platforms for P2P card

transactions, payment cards with the logos
of several companies and other payment
services. These are mainly banks such as
FUIB, OschaBank, Alfa-Bank, Raiffeisen
Bank Aval, TASKOMBANK and
international payment systems.

Business development stages

5,30%

y
>

84,20%

= Idea stage, MVP preparation
and team recruitment

Ready MVP, hypothesis test

= Projects are working and there
are sales

Fig. 4. Business development stages
Reference: made by authors on the basis of [12]

Market segmentation

21,50%

56%
22,50%

= Simultaneously B2B and B2C
(92% - mass segment, 8% -
corporate clients)

B2C, of which 100% for the
mass market

= B2B (of which solutions for
corporate clients - 62, 5%,
SMEs - 37.5%)

Fig. 5. Market segmentation
Reference: made by authors on the basis of [12]

Partnerships

s
o

26%

= Pumb
Raiffeisen Bank Aval
= Alfa-Bank
= OschadBank
= TaskoBank

= VisaMastercard

Fig. 6. Partnerships
Reference: made by authors on the basis of [12]
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proportion (49%) seek financing from
external investors.

Financing of FinTech companies

45%

49%

6%

Investments were
attracted (83% of them -
from private investors,
12,5% - venture funds,
ICO - 4,5%)

Profit financing

Fig. 7. Financing of FinTech companies
Reference: made by authors on the basis of [12]

Fintech Hot and Cold Topics for
2021. As part of a survey of FinTech
providers, they were asked what topics
they considered “hot” in the market in
2021. Among the hot topics for 2021,
Fintech  providers identified the
following: e-banking, automation,
biometric identification, machine learning
and artificial intelligence (Al), forecasting
and modeling, smart contracts, chat bots,
blockchain, Running Date, digitalization
of all registries, ISO, IT security,
cybersecurity and payment security, and
there is also an interest in open APIs.

For those that were “hot” but became
“cold” over the past year, Fintech
providers noted e-wallets, mobile
applications, cash transactions, mobile
technologies, payment cards and Internet
acquiring.

Analysis shows that the Ukrainian
Fintech market lacks accelerators that
would help companies develop in the
early stages. In addition, in contrast to the
generally accepted practice, many
companies in Ukraine are trying to enter
the market with a finished product.
Therefore, the majority of Ukrainian
Fintechs are at the stage of the start of

sales or business scaling in terms of the
degree of development, and only one in
five is mature.

Banks are the largest players in the
Ukrainian Fintech market. The effective
development of the national Fintech
market largely depends on the
cooperation and partnership of banks with
Fintech companies that are intensively
working on the development of financial
technologies. According to statistics, 79%
of banks have systems that are difficult to
integrate with, and only 6% of banks have
achieved the desired ROI from
collaboration with Fintech.

In Ukraine, the most technologically
advanced banks, in particular SberBank,
UkrgasBank, Raiffeisen Bank Aval, Alfa
Bank, UkrSibBank, PUMB, OTP Bank
and MegaBank, have joint projects with
Fintech companies.The only exception is
PrivatBank, which has its own powerful
development center. PrivatBank
continues to actively digitalize its services
and financial services, which have long
gone beyond classical banking and are
forming a new digital ecosystem in
Ukraine at the intersection of financial
services, retail and e-commerce. In
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addition, these banks have their own
incubation and acceleration centers for
startups - they expect to get a good return
from them in the form of innovative
products and services that can be
implemented at home. In the coming year,
according to experts, the main areas of
cooperation between banks and Fintech
companies will be payment services,
artificial intelligence systems, big data,
business  process automation and
cybersecurity.

The analysis of the functioning of the
Ukrainian Fintech technologies market
makes it possible to separate the following
problems that hinder its progress, namely:

— unstable economic situation in the
country, volatility of the national
currency;,

— imperfection of state regulation of
the sphere of financial technologies;

— unfavorable investment climate in
the country (lack of interest of foreign and
Ukrainian investors in the process of
investing in domestic startups);

— insufficient and uneven
development of  the necessary
infrastructure (telecommunications and
the Internet), the quality and cost of
Internet and mobile services telephone
connection;

— lack of specialists in the field of
new financial and information
technologies;

— low level of patent activity, almost
complete absence of breakthrough IT
technologies, including in the field of
Fintech;

— underdevelopment of the venture
investment system;

— concentration of technological
competencies directly in the banking
system;

— insufficiently high technological
and financial literacy of the population as
a whole, falling real disposable incomes
of the population, focus on economy and
conservative conservation.

To ensure the effective functioning of
the Fintech ecosystem, as objectively the
most  important  part of  the
competitiveness of the financial system of
Ukraine, it is necessary to implement
coordinated measures:

1. Compliance with a balanced
approach in the field of state regulation of
the financial technology market. On the
one hand, the task of the state is to create
a favorable environment for the
development of innovations, on the other
hand, to control and minimize the risks
associated with the functioning of the
Fintech market.

2. Introduction of open banking
through the approval of the European
directive PSD2 in Ukraine. Open banking
assumes the "unification" of various
banks and platforms into a single system
and the provision of access to user data
from different "points". The National
Bank of Ukraine has already developed a
concept and initiated the implementation
of the standard at the legislative level. The
main advantage of this initiative is that
open banking 1is an incentive for
competition.

3. Facilitating the process of
cooperation between banks and Fintech
companies by  attracting  Fintech
companies to outsourcing. They will help
you implement projects that require speed
and flexibility. This trend also stimulates
investment in startups from banks.

4. Increasing the level of financial
literacy of the population, based on the
simplicity and availability of information
provision, ergonomic and  design
solutions, the implementation of elements
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of artificial intelligence, the development
of robotic consulting and machine
learning in the financial sector.

5.The formation of human resources
provides for the provision in the future of
access to  specialists  with  key
competencies for the Fintech area, the
creation of an attractive education system,
as well as the implementation of a
favorable immigration policy.

An important moment in the
development of Fintech is the active
participation of the National Bank of
Ukraine, which not only acts as a mega-
regulator, but also acts as an initiator and
platform for the development of Fintech
projects. With his participation, in
January 2020, the "Strategy for the
Development of the Financial Sector of
Ukraine until 2025" was approved — a
step-by-step plan for creating a full-
fledged Fintech ecosystem in Ukraine
with innovative financial services and
affordable digital services.

"The main objectives of the strategy
are the sustainable development of
innovations, the development of the
Cashless economy, and the improvement
of financial literacy of consumers and
businesses. The purpose of this top-level
document is the development of an
innovative market with large-scale
financial inclusion and convenient and
safe-to-use services. and products,
affordable and distribution channels ", —
said the Deputy Chairman of the National
Bank of Ukraine SerhiyKholod.

The strategy is based on the key
directions set by the Strategy for the
Development of the Financial Sector of
Ukraine until 2025, which the National
Bank and other regulators presented to the
financial market earlier this year.

In particular, this document structures
and details the trends and directions of

development of financial innovation for
the next five years.

The key operating elements of the
Strategy will be:

e development and implementation
of the concept of a full-fledged regulatory
"sandbox" for rapid testing of innovative
projects;

e increasing the level of financial
awareness and involvement (inclusion) of
the population and business;

e launching an academic base with a
focus on open banking.

"Working on the Strategy, we have
developed a sustainable model of the
future Ukrainian Fintech ecosystem. It
should be integrated into the global
landscape, create institutional and
investment conditions for the
development of digital services, as well as
stimulate demand for innovative financial
products and promote the development of
talents on the market ", — said Director of
the Strategy and  Development
Department of the National Bank of
Ukraine Serhiy Karpenko.

He added that the financial market has
undergone dramatic changes over the past
decade. During this time, it has
transformed from a traditional corporate
banking business model to entire
ecosystems of the banking and non-
banking markets. Transformations are
also dictated by new challenges that
stimulate the active growth of digital
operations and generate demand for
digital products and services in the
financial sector.

The result of the implementation of
the Fintech Development Strategy in
Ukraine until 2025 should be the creation
of favorable conditions for the
development of all niches in this market.
In addition to the appropriate actions and
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measures of regulators and market
participants, this will be facilitated by the
introduction of a regulatory "sandbox",
which will reduce the time to market for
innovative solutions and create a
favorable environment for testing
hypotheses.

For the coordinated work on
implementation within the framework of
the document, a list of measures, actions
and executors, as well as indicators of
achievement of strategic goals in each of
the three strategic directions has been
developed:

e developed cashless economy;

e high level of digital and financial
literacy;

¢ Fintech ecosystem has become.

The implementation of the Strategy
will also largely depend on the
implementation of related digital projects
that the National Bank is working on. In
particular, we are talking about the
introduction of remote identification and
verification, the implementation of
Eurodirective PSD2, the provision of the
ability to make instant payments from
account to account in EPS in a 24/7
format; strengthening the regulatory
perimeter in the field of cybersecurity and
all other innovative projects of the central
bank.

Thus, the main indicators of the
successful implementation of the Strategy
are, in particular, identified:

e transition of most market players to
open banking standards and tools for
remote 1dentification and verification;

e launch of a regulatory "sandbox"
and growth in the number of innovative
products tested in it, 16-20 per year;

e balanced development of all
Fintech niches;

e spread of the use of innovative
technologies in  supervisory  and
regulatory processes;

e increase in digital and financial
literacy of the population, as well as the
level of training of professional personnel
in the market (especially on the eve of the
implementation of PSD2) and the
development of gender talent based on the
academic environment;

e entry of the National Bank of
Ukraine into the global "sandbox" — the
global financial innovation network
(GFIN).

At the same time, the National Bank
closely follows Fintech trends and the
development of financial technologies in
the world and in Ukraine. If necessary, the
Central Bank, together with market
participants, regularly update the Strategy
in accordance with the requirements and
challenges of the time.

Conclusions. The study and scientific
analysis of the development of financial
technologies in the context of the
digitalization of the Ukrainian economy
makes it possible to draw the following
conclusions:

1. Clarified the definition of the
essence of the category of "financial
technology", which we consider as a
synthesis of digital technologies and
innovations in the financial sector, used
for the provision, expansion and
distribution of financial services by
technology companies.

2. The domestic Fintech industry is in
its infancy and is significantly inferior to
Western countries due to a number of
reasons: the unstable economic situation
in the country, the volatility of the
national currency; imperfection of state
regulation;  unfavorable  investment
climate in the country; insufficient and
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uneven development of the necessary
infrastructure; lack of specialists in the
field of new financial and information
technologies; low level of patent activity,
almost complete absence of breakthrough
IT technologies, including in the field of
Fintech; underdevelopment of the venture
investment system; concentration of
technological competencies directly in the

banking system; insufficiently high
technological and financial literacy of the
population.

3.For the effective and safe

functioning and development of digital
financial technologies, it is necessary to
adhere to a competent and systematic
approach on the part of the state on the
legal regulation of the Fintech sphere; the

introduction of open banking through the
approval of the norms of the European
directive PSD2 in Ukraine; assistance in
the process of cooperation between banks
and Fintech companies by attracting
Fintech companies to outsourcing;
increasing the level of financial literacy of
the population, based on the simplicity
and availability of information provision;
formation of competent human resources
in the field of Fintech.

In today's realities, the
implementation of the above measures
will contribute to the prospective
development of Fintech in Ukraine and
the integration of financial technologies
into the main spheres of society.
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