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Assessment of the Influence of the National Bank
of Ukraine Monetary Policy on Food Security of the State

Food security is central to the state's economic security system and is an important component of its sovereignty.
Attracting financial resources by agricultural producers on favorable terms has a direct impact on improving
agricultural infrastructure, product quality management systems, modernization of means of production, etc., which
contributes to food security in terms of its main components: food availability and food security. At the same time,
cheaper consumer loans for the population can strengthen an equally important element of food security —
the affordability of food. The object of the study is the processes of food security regulation of the country due to
changes in the discount rate of the National Bank. The subject of the study is a set of theoretical, methodical and
practical aspects of the monetary policy of the National Bank of Ukraine and their impact on the formation of food
security. The purpose of the article is a comprehensive analysis and assessment of the impact of monetary policy of the
National Bank of Ukraine, which isrecently reflected in lowering the discount rate on food security, which is expressed
in the availability of credit resources to meet consumer demand and modernize agricultural enterprises. The analysis of
the discount rate and interest rates for loans on different periods, which were given to the enterprises of Ukraine, was
performed. The authors propose to improve the financial component of the integrated food security mechanism, which
aims to ensure the use of economic levers and create conditions for attracting financial resources for the functioning of
the food security system by forming a system of multi-channel financing.

Keywords: food security, discount rate, monetary policy, inflation targeting, households, solvency, modernization

of production, lending rates.

Introduction. The problem of providing humanity
with food takes an important place in the hierarchy of
global problems. Food security of countries is an
important condition and guarantee of preserving their
sovereignty and independence, ensuring sustainable
socio-economic development, the formation of a high
level and quality of life, the reproduction of human
capital. Food security should be considered through the
prism of several components. Firstly, ensuring the food
security of a country and its regions is associated with a
guaranteed sustainable and sufficient level of food
production, which fully meets the needs of its population.
Secondly, food security can only be achieved when the
physical and economic conditions of the population in
access to food are guaranteed. Thirdly, in order to achieve
food security, agricultural products must be supplied in
sufficient quantities to both regional and world markets.
And the last element of food security is to provide the
population with food of a good quality that does not
affect health in a harmful way. The monetary policy of
the National Bank of Ukraine has recently been aimed at
reducing the discount rate, which should be reflected in

cheaper lending resources for agricultural enterprises and
households and increase economic activity. Providing
cheap loans to agricultural enterprises will stimulate their
modernization, which will have an impact on ensuring the
efficient production of safe food products. At the same
time, lending to households on favorable terms will affect
the economic affordability of food.

Literature review. Due to the research of many
domestic and foreign scientistss and international
organizations, it is becoming clear that food security is
one of the most important issues for each country and the
world in general. Thus, O.Kvasnytsia [4],
N. Shevchenko [10], V. Nastych [6] substantiated the
creation of an effective system of financial security in
terms of food security of the country, suggested ways on
how to improve the financial security of agricultural
producers and increase the solvency of the population.
O. Shebanina [12], M. Babych [1] studied the influence
of economic, social and psychological factors on the
formation of food security of households developed a
system of indicators for integrated assessment of food
security. O. Petryk and A. Danylenko [8] conclude about
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the viability and benefits of inflation targeting in modern
conditions, emphasize the need for further improvement
and supplementation of its theoretical and practical basis,
in particular in the direction of combination with
mechanisms for financial stability. O. Zayachkivska [3],
V. Mishchenko, O. Petryk, R. Lysenko and A. Somyk [5]
substantiated the need to improve the transmission
mechanism in order to achieve the objectives of monetary
policy, suggested ways to improve the channels of the
transmission mechanism.

The purpose of the article is a comprehensive
analysis and assessment of the impact of monetary policy
of the National Bank of Ukraine on food security, which
is recently reflected in lowering the discount rate, which
is expressed in the availability of credit resources to meet
consumer demand and modernize agricultural enterprises.

Research methodology. To achieve this goal, the
authors used such methods and techniques as analysis and
synthesis, the establishment of causal relationships
between the development of processes and phenomena,
modeling, tabular and graphical methods.

Results and discussions. Food security is central to
the state's economic security system and is an important
component of its sovereignty [4]. As noted by
N. Shevchenko [10], the most important conditions for
achieving food security are: potential physical availability
of food for everyone; economic opportunity to purchase
food for al social groups, including the socially
vulnerable, which is achieved by raising living standards
or implementing the necessary social protection
measures; consumption of high quality products in
quantities sufficient for a balanced diet.

Changes of national economy have affected
household spending. In recent years, incomes have been
rising, while food costs remain extremely high, which is
holding back the development of other costs [6]. In order
to increase the financial security of food consumption, it
is necessary to improve the financial component of the
integrated food security mechanism. According to some
domestic scientists [8], it is impossible to expect an
increase in production without sufficient financial support
for agricultural producers; on the other hand, it makes no
sense to expect an increase in the level of food
consumption with a low level of solvency of the
population.

The main tool of the National Bank of Ukraine to
perform the tasks defined by the Constitution of Ukraine
and the Law of Ukraine “On the National Bank of
Ukraine” [9] is the discount rate, however, given the
direction of this tool in each of the objectives, its use is
contradictory in nature. Ensuring economic growth
requires a reduction in the discount rate, and the
implementation of inflation targeting on the contrary is
carried out through itsincrease.

According to Article 1 of the Law of Ukraine “On the
National Bank of Ukraine” [9], the discount rate of the
National Bank of Ukraine is one of the monetary
instruments by which the National Bank of Ukraine sets a

benchmark for banks and other money market entities.
By changing the discount rate, the central bank influences
money supply [11]. Thus, the expansion of the money
supply contributes to lower interest rates of commercial
banks, which leads to an increase in credit investment in
the economy and thus stimulates economic activity, and
vice versa.

The main idea of the inflation targeting regime is the
public announcement of quantitative inflation targets and
the obligation of the central bank to achieve these targets
over the medium term. Conversely, with a lower
projected inflation rate compared to the target level, a
policy of “cheap money” is pursued, when the interest
rate falls[5].

By changing the rates on its operations with banks,
the central bank affects the conditions under which banks
enter into agreements with each other in the money
market, and thus the value of short-term loans [1].
Ultimately, by changing interest rates, the central bank
indirectly influences macroeconomic indicators such as
GDP and inflation.Nominal GDP targeting is an
important alternative to inflation targeting, which is also
in line with the overall monetary policy strategy. At the
same time, the targeting of nominal GDP better copes
with demand, stimulating economic growth, and inflation
targeting copes better with the achievement of inflation
targets[8].

In the short run, negative aggregate demand for
consumption, such as falling exports caused by the
recession in the economy of an important foreign trade
partner, leads to a slowdown in real GDP growth and,
consequently, nominal GDP growth [5]. Monetary policy
adjustments will stimulate aggregate demand, returning
both demand and real GDP growth to the required level.

In addition to the above contradictions, there is an
issue of changes in the cost of lending to enterprises and
households. Thus, attracting financial resources by
agricultural producers on favorable terms has a direct
impact on improving agricultural infrastructure, product
quality management systems, modernization of means of
production, etc. At the same time, cheaper consumer
loans for the population can strengthen an equally
important element of food security — the affordability of
food.

The Board of the National Bank decided to reduce the
discount rate from 8 % to 6 % per annum from June 12,
2020 [7]. Thisis the lowest discount rate in the history of
independent Ukraine. Theoretically, the discount rate
affects the cost of loans provided by the National Bank to
commercial banks. The higher the discount rate, the more
expensive refinancing loans are for banks, the more
expensive they offer their own loans; the fewer borrowers
apply for loans.

Thus, we examine the impact of lowering the discount
rate of the National Bank on interest rates for loans of
different periods for enterprises and households in
Ukraine (Tables 1, 2).
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Table 1

Discount rate and interest ratesfor loanson different periods, which were given to the enterprises of Ukraine

Period Discount rate, % Interest rates on loans (%) granted to enterprises for the period:
up to 1 year from 1to 5years Morethan 5 years
August 2019 17 15.6 16.2 8.0
September 2019 16.5 14.0 16.3 9.7
October 2019 15.5 13.0 16.2 7.9
November 2019 15.5 12.3 15.4 9.7
December 2019 13.5 12.6 14.7 10.2
January 2020 11 10.6 16.1 14.2
February 2020 11 10.1 15.8 12.4
March 2020 10 11.8 14.8 12.4
April 2020 8 11.4 14.6 8.7
May 2020 6 9.9 15.4 15.4
June 2020 6 9.0 12.0 7.2
July 2020 6 8.4 12.8 8.6

Source: developed by the authorsusing [2].

The dependence between the change in the discount rate and fluctuations in interest rates on loans provided to
enterprises is shown in Figures 1-3.
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Figure 3. The dependence between the changein the discount rate

According to Figures 1-3, it can be concluded that for
short-term and medium-term loans, the reduction of the
discount rate has led to a gradual reduction of bank
interest rates. At the same time, interest rates on long-
term loans began to rise sharply when the discount rate
fell, due to the aim of banks to insure themselves against
loss of profitsin the long run.

and fluctuationsin interest rateson long-term loans granted to enterprises
Source: developed by the authorsusing [ 2].

Based on this, it should be emphasized that the state
must provide an effective mechanism for influencing
rates on long-term loans for enterprises, since long-term
lending allows renovating and technically equipping
production enterprises, which is necessary to ensure
elements of food security.

Table 2

Discount rate and interest ratesfor loans on different periods, which were given to the Ukrainian households

Interest rates on loans (%) granted to households for the period:

Period Discount rate, % up to 1 year from 1to 5 years Morethan 5 years
August 2019 17 37.9 31.7 19.2
September 2019 16.5 37.6 31.2 18.9
October 2019 15.5 37.9 31.1 19.9
November 2019 15.5 37.6 30.8 20.6
December 2019 135 375 29.7 21.0
January 2020 11 38.4 321 20.1
February 2020 11 38.7 33.0 16.7
March 2020 10 38.5 329 17.2
April 2020 8 38.6 36.0 17.2
May 2020 6 38.4 32.0 16.6
June 2020 6 38.1 315 18.6
July 2020 6 38.0 30.8 14.7

Source: developed by the authorsusing [ 2].

The dependence between the change in the discount rate and fluctuations in interest rates on loans provided to
Ukrainian households in is shown in Figures 4-6.
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Source: developed by the authorsusing [2].
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According to Figures 4-6, it can be concluded that for
short-term and medium-term loans for households, the
reduction of the discount rate led to a gradual increase in
bank interest rates, due to the aim of banks to insure
themselves against short-term profits. At the same time,
interest rates on long-term loans began to decline
gradually along with the reduction of the discount rate.
Based on this, it should be emphasized that the state
should provide an effective mechanism for influencing
rates on short-term consumer loans, as short-term lending
allows to provide basic consumer needs, which is
necessary to ensure the affordability of consumer
products for households.

Conclusions. In order to increase the financia
security of food consumption, it is necessary to improve
the financial component of the integrated food security
mechanism, which aims to ensure the use of economic
levers and create conditions for attracting funds that
enables the functioning of the food security system by
forming a system of multi-channel financing.

Thus, attracting financial resources by agricultural
producers on favorable terms has a direct impact on
improving agricultural infrastructure, product quality
management systems, modernization of means of
production, etc., which contributes to strengthening food
security in terms of its main components: availability and
food security. At the same time, cheaper consumer loans
for the population can strengthen an equally important
element of food security — the affordability of food.

long-term loans granted to households

The state must provide an effective mechanism for
influencing rates on long-term loans for enterprises, since
long-term lending allows renovating and technically
equipping production enterprises, which is necessary to
ensure elements of food security. In addition, the state
should provide an effective mechanism for influencing
rates on short-term consumer loans, as short-term lending
allows to meet basic consumer needs, which is necessary
to ensure the affordability of consumer products for
households.
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