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CONCEPTUAL AND METHODOLOGICAL APPROACHES TO

IMPROVING THE QUALITY OF BANKS' LOAN PORTFOLIOS

KOHIEIITYAJIBHI TA METOAOJOI'TYHI ITIIAXOAHU 10

INOKPAIIEHHA AKOCTI KPEJUTHUX ITIOPT®EJIIB bAHKIB

Today, the efficiency of banks' lending activities is a necessary, if not decisive,
factor in the life of banks, as the loan portfolio accounts for more than half of all bank
assets. In the structure of the bank's balance sheet, the loan portfolio is considered as
a single entity and an integral part of assets that has its own level of profitability and
risk. Therefore, to ensure successful lending, i.e. to ensure the repayment of loans and
increase the profitability of lending operations, banks must implement an effective
and flexible loan portfolio management system. This can be achieved through the
study of theoretical and practical issues related to the approaches and process of

forming and managing a commercial bank's loan portfolio [1].
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In 2024, the situation in the Ukrainian financial market underwent significant
changes, which affected the investment strategy of JSC Oschadbank. Given the
current trends, it is more expedient to invest in the loan portfolio rather than in
government debt obligations. This is confirmed by comparing the yields of
government bonds and loans granted to JSC ‘Oschadbank’ clients in 2024.

The yield on loans to customers was 16.24%, while the yield on domestic
government bonds was only 15.05% [2].

By analysing the yield on loans to customers in the economy as a whole by
maturity and borrower type, we can identify the most profitable segments for
investment.

Short-term loans for individuals with a term of up to 1 year show the highest
yield - 36.12%. At the same time, loans to companies with a maturity of 1 to 5 years
have a yield of 20.23%, which is also quite attractive. Loans for individuals with
maturities of 1 to 5 years and more than 5 years have yields of 28.29% and 21.82%,
respectively, which exceeds the yields of domestic government bonds.

Despite the attractiveness of investing in the loan portfolio, there are certain
limitations that must be taken into account when forming the optimal structure of
assets and liabilities of JSC Oschadbank. Balancing the deposit and loan portfolios is
a key factor in ensuring the financial stability of the bank.

The optimal strategy of JSC ‘Oschadbank’ is to balance the deposit and loan
portfolios by gradually increasing the share of long-term loans at the expense of
conditionally stable short-term deposits. At the same time, it is advisable for the bank
to diversify its loan portfolio by industries and types of borrowers to minimise credit
risks [2].

The impact of globalisation and internationalisation on the development of
banking activities of domestic banks and the intensification of interbank competition
necessitate the development of measures to minimise losses from the current financial
crisis. The quality of the loan portfolio undoubtedly plays a dominant role for
Ukrainian banks, as most of the banking system's assets are represented by loans. It is

important to note that in the current environment of political and economic
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Instability, the riskiness of bank lending is increasing, as a significant number of
loans are not repaid on time, the share of non-performing loans is growing, and the
problem of improving the quality of the bank's loan portfolio is becoming particularly
acute. A comprehensive analysis and adequate assessment of the loan portfolio will
help to manage credit risks more effectively and create adequate provisions. The
stability of the banking system also depends to a large extent on the quality of the
loan portfolio.

It is undeniable that the structure of the loan portfolio and a flexible system of
managing credit operations are the basis for financial stability and market resilience
of commercial banks, given the crucial place that credit operations occupy in the
portfolio of bank assets. Banks cultivate a strategic approach to management, develop
their own internal credit policy and build their methodology and procedures on its
basis. It is well known that strategic management of a bank implies a long-term
vision of its development priorities and the development of a concept for improving
the lending process [1].

In our opinion, the need to develop a concept of improving the quality of the
loan portfolio in the management of the bank's lending activities in the current
environment is caused by: increased lending risks; the need to fully and efficiently
meet the needs of the real sector of the economy and the population in credit funds;
insufficient level of information support for the process of managing the bank's loan
portfolio and its quality in a changing economic environment.

The concept of improving the quality of the loan portfolio in the management
of the bank's lending activities is an integral system of theoretical and methodological
views on the essence, purpose, objectives and principles of assessing the quality of
the loan portfolio in the management of the bank's lending activities, as well as a set
of organisational and practical approaches to the formation of a mechanism for its
implementation in specific conditions.

Thus, the proposed set of factors that are taken into account in the process of
building a regression model of lending will allow to substantiate the dynamics of

changes in the components of the loan portfolio and take into account the mechanism
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of competitive interaction, as well as provide an opportunity to assess the financial
condition of a banking institution in terms of lending and income received from the
provision of credit services. Thus, the implementation of this regression model in the
practical activities of the bank will help to optimise the structure of the loan portfolio
and ensure a stable trend of obtaining maximum profit at the lowest cost.
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YHHPABJITHHSA ®ITHAHCOBHUM 3ABE3ITEYEHHAM PO3BUTKY

TEPUTOPIAJIBHUX TPOMAJI B YMOBAX JEIEHTPAJII3ALIIT

MANAGEMENT OF FINANCIAL SUPPORT FOR DEVELOPMENT OF
TERRITORIAL COMMUNITIES UNDER CONDITIONS OF
DECENTRALIZATION

EdexktuBHE (QYHKUIOHYBAHHA TEPUTOPIAIbHUX TpOMaJ 3alCKHUTh SK B
AKTUBHOTO BUKOPWCTAaHHS HASBHUX PECypCiB, TaK 1 BiJ TONIYKY HOBHUX JDKEPEI
JIOXOJIB, BIIPOBA/KEHHsI 1HHOBAIlIA Ta 3aCTOCYBaHHS TIEPEJOBOTO JIOCBiAY B
yOpaBlIiHHI ¥ opraHizaiii. PamnioHanbHe BHKOPHUCTAHHS MICIIEBUX PECYPCIB,

CTUMYJIIOBAHHS MIAMPUEMHHIIBKOT ISUIIBHOCTI Ta PO3BUTOK 1HPPACTPYKTYpHU
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