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Abstract. The purpose is a mortgage market that occupies one of the major places among the financial mechanisms
of economic stimulation and stable development of the economy. The mortgage market occupies one of the main
places of financial mechanisms and economic incentives for the sustainable economic development. Mortgage
lending covers the provision of long-term bank loans for the purchase, construction of residential real estate, as well
as for repairs or to develop their own small businesses, where the collateral for such loans is real estate. Distinctive
features of mortgages include: mortgages, like any collateral, in fact, is a way to ensure proper implementation of
the other (main) liabilities — loan or credit agreement, lease, contract, compensation, etc.; the subject of a mortgage
is always real estate. Real estate includes land plots and everything that is firmly associated with them: buildings,
perennial plants, etc.; mortgaged property remains in the possession of the debtor; the agreement between the
creditor and the debtor on the establishment of a mortgage is formalized by a special document - the mortgage,
which is also subject to state registration. The mortgage crediting is the method of accumulation of financial
resources, effective instrument of bank activity, and an important factor in economic development of the country
on the whole. Research results are market of the real estate and financial services development, to the revival of
fund market, here the mortgage crediting is capable not only of activating reforms in industries of the economy
but also gradually providing the decision of housing problems of the population. Practical consequences consist
in the solution of problems that are related to the market for mortgage services of Ukraine’s development from
2006 to 2016. Value/originality. Analysis of the mortgage market in Ukraine shows that in recent years, its scope,
dynamics, and trends do not meet the needs of either people or developers. At a time when the dynamics of
macroeconomic indicators do not give hope for a quick exit from the crisis and high political risks increase the
uncertainty of social development, long-term mortgage loans are risky for the banking sector and for borrowers.
Implementation methods in combination with the continuation of market reforms in Ukraine will contribute to the
economic growth and socio-economic development.
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The share of mortgage in Ukraine’s GDP is less than
1%, while for the countries of the average level of
development the World Bank has set this indicator at
the level of 25% of GDP. Throughout the EU, the figure
is estimated to be over 52%, in the US — more than 76%.

Problems associated with mortgage lending have
been studied by many economists, including: B. Busov,
O. Hudz, M. Demianenko, O.T. Yevtukh, O.O. Yevtukh,
S. Kruchok, V. Lahutin, A. Somyk, A. Chupis,
K. Palyvoda, B. Hnatkivskyi, I. Liutyi, O. Berehulia,

1. Introduction

The mortgage market occupies one of the most
important places among financial mechanisms of
economicincentives and steady economic development.
Mortgage lending is a method of accumulating financial
resources, an effective tool for banking activity, and an
important factor for the economic development of the
county in general. Promoting real estate development
and financial services, recovery of the stock market,

mortgage lending can not only activate reforms in the
economy but also gradually ensure solving housing
problems of the population. The use of this tool will
significantly reduce tension in the housing sector by
providing an average citizen the opportunity to acquire
housing through a mortgage.

However, despite its relevance, mortgage lending in
Ukraine has still not received a proper development.
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A wide range of different theoretical and
methodological aspects of mortgage are reflected in the
works of national scientists: M. Haienko, N. Hryshchuk,
V. Kravchenko, V. Krylova, O. Nepochatenko,
I. Puchkovska, V. Savych, S. Yurhelevych.

The work is devoted to the study of the essence of the
category of mortgage lending, as well as the analysis of

! Department of Finance and Credit, Yuriy Fedkovych Chernivtsi National University.

E-mail: viola.17 @ukr.net

59



BaLTIC JOURNAL OF ECONOMIC STUDIES

the current state of the housing market in Ukraine. The
institutional component of the mortgage loan market
is assessed and the main problems and prospects of
development of this sphere of economic relations in the
state are considered.

2. Methodical approaches

Real estate has always been appreciated in banking as
a reliable guarantee of repayment. Pledge of land and
real estate for a long-term credit is called a mortgage.
The mortgage is a kind of pledge of real estate (land,
enterprises, buildings, structures, and other objects
directly connected with the ground) in order to borrow
money. In the case of non-payment of loans, the pledged
property is sold, and amount of proceeds pays off the
debt to the creditor.

According to the Law of Ukraine “On Mortgage”,
mortgage is defined type of security of the fulfilment of
the obligations by real estate that is owned and used by
the mortgagor, under which the mortgagee has the right
in case of nonfeasance by the debtor of the obligation
secured by mortgage to get his claims covered by the
object of mortgage mainly before other creditors of the
debtor in the manner established by this law.

Mortgage lending is crediting on a pledge of real
estate loans or crediting using mortgages as security for
the repayment of credit.

On the basis of analysis of the economic literature
aimed at studying the nature and characteristics of the
mortgage, its following features can be identified:

- mortgage is used as a tool for raising funds for the
development of production;

- mortgage ensures the implementation of property
rights to object ownership when implementing other
forms of ownership (e.g. sale) is inappropriate in a
particular situation;

- mortgage contributes to the creation of fictitious
capital through the possibility of issuing securities,
leading to the increase in collateral working capital by
the value of created fictitious capital.

In economic terms, the mortgage is a market
instrument of implementation of property rights for real
estate objects in cases where other forms of alienation
(sale, exchange) legally or financially are inexpedient
that allows raising additional funds for various projects.

In Ukraine, mortgage lending is regulated by a
number of regulations, laws of Ukraine “On the National
Bank of Ukraine”, “On Banks and Banking Activity”,
“On Investment Activity”, “On Financial and Credit
Mechanisms and Management of Property at Housing
Construction and Real Estate Transactions”, “On
Restoring Debtor’s Solvency or Declaring It Bankrupt”,
“On Mortgage”, “On Pledge”, as well as by Housing,
Civil and Land Codes, and more.

Although the concept of “mortgage” and “mortgage
lending” in the national and foreign literature is
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thoroughly researched and widely used in practice,
the study of theoretical and practical aspects of
mortgage housing is omitted. Furthermore, some
scientists have questioned the existence of this
type of loan, namely mortgage construction loan,
determining mortgage and construction loans as a
“completely different types of credit” While other
scientists attribute credit for the construction using a
mortgage as collateral for the borrowed funds to the
mortgage.

National Bank of Ukraine interprets residential
mortgage loan as a long-term loan provided by
individuals, partnerships owners of apartments or
housing cooperatives for financing costs associated
with the construction or purchase of an apartment or
dwelling house (including land under this apartment
building or infield), which are provided in the property
of lender by the borrower’s acceptance of such housing
(land under it, or infield) in bail. Thus, the National
Bank of Ukraine refers mortgage construction loan to
housing mortgage credit.

3. Research results

The state of the mortgage market is significantly
affected by trends in real estate market, in particular, by
that part of the market, where a supply and demand are
formed for real estate, which can be used as collateral for
mortgage lending. Mortgage lending has an influence
on the growth of investment in construction. Proof of
this is the dynamics of capital investment through bank
loans and other loans.

Showed that bank loans as a source of investment
capital make up about 12-15%, and their volume
unevenly fluctuated over the period. The largest share
of bank loans was observed in 2008 — 15.8%, and the
lowest in 2015 — 7.3%, and since 2008 there is the
gradual decline in the share of bank loans in financing
capital investments.

Itshould be noted thatthe mechanisms of construction
financing through mortgages exist in many countries.
Banks lend to both end-users — citizens, and producers —
builders. This is due to the fact that mortgage lending to
construction is very effectively combined with classical
mortgage lending to individuals — buyers. Obtained
loans and own funds of citizens are used to pay the cost
of purchased apartments, and the developer is able to
repay the earlier loan.

The main macroeconomic factors of the depressed
mortgage market are the sharp deterioration of the
banking system, in particular, the fall in loans to the
economy, the rising cost of deposits falling of bank
capital, income, and GDP. Since one of the main
indicators of economic development is the growth rate
of GDP and its volume, then an assessment of the level
of mortgage lending is expedient in terms of mortgage
portfolio related to GDP.
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In 2006 in Ukraine, the share of mortgage loans to
GDP was 1.9%, in 2012 - 7.9%, by the end of 2015 -
6.1%, characterizing the Ukrainian mortgage market
as underdeveloped. Instead, the volume of mortgage
loans in the US and in the EU is almost 50% of GDP,
in the UK - 60%, in the Netherlands and Denmark —
70%. This is due to the fact that conditions for mortgage
lending in these countries are very favourable: interest
rates on mortgages in these countries are 3.5-3.75%,
which is comparable to the rate of price increases, and
practically zero real interest rates mortgage makes it
extremely attractive.

During the 2013-2016 years in Ukraine, the state of
mortgage lending is characterized by decreased growth
rates of loans, rising interest rates, a reduction in the
term loans and the number of banks offering mortgages.
Because of too high interest rates, Ukraine has very
significant potential demand for housing, which is
sensitive both to changes in house prices and financing
terms. Bank claims to customers are rather rigid: the
presence of official income sufficient to repay the loan, a
good credit history.

According to statistics from the National Bank of
Ukraine, during 2007, there were fluctuations in the
value of mortgage loans: loans in national currency
increased — by 12 percentage points (p.p.) compared to
2006, while loans in USD and EUR fell by 10.8 p.p. and
1.8 p.p. respectively.

In 2008 compared to the previous 2007, mortgage
loans in the national currency have been decreased —
7.3 p.p. and loans in US dollars increased — 7.7 p.p., for
loans in Euro, significant changes have not occurred.
During 2009-2012, a gradual increase in mortgage loans
in local currency can be observed and a simultaneous
decrease in the US dollars. Already in 2013, their share

in total mortgage loans was almost equal and amounted
to 47.1% — in local currency and 47.1 — in US dollars.
During 2014-2015, the situation has changed, so that
the loans in national currency decreased at the end of
2015, and amounted to 37.1%, and in US dollars, on
the contrary, increased and amounted to 59.4%; loans
in Euro have not undergone substantial changes and
remained at a low level - 2.55% of total mortgage loans.

Analysing the dynamics of mortgage loans for 2011-
2018, it can be concluded that the leading position in
terms of the total volume of loans and, consequently,
income for the period 2011-2015 among the analysed
banks is taken by PJSC “Privatbank” and PJSC
“Oschadbank” Regarding the indicator of a share of
loans secured by real estate in the total volume of loans,
there is a slightly different situation. In particular, the
leaders on this indicator are PJSC “Ukrsotsbank”, PJSC
“KredoBank” (Table 1).

Demand for housing remains limited, the effect
of temporary factors that supported it is especially
confined in Kyiv. Loans for housing intensified but the
amounts are too small to influence the market or create
risks. The shift in the amount of supply can be attributed
to changes in its structure by region, housing options
offered for sale and terms of financing its purchase. Prices
for residential real estate in the capital in dollar terms
are reduced but growing at a slower pace, the number of
transactions is low but slowly growing. Commercial real
estate today is unattractive for investment.

Demand for housing remains is limited. The real
income of the population has barely grown significantly
in the II quarter of 2016 after a significant drop in the
result of a prolonged crisis. This is one of the first signs
of early growth of purchasing power, which, however,
is not enough to significantly increase the demand for

Table 1
Dynamics of mortgage loans for the period of 2011-2015 (million UAH)
Banks
Private Joint Private Joint Stock Private Joint Private Joint
Indexes Years
Stock Company Company Stock Company Stock Company
“Oschadbank” “PrivatBank” “Ukrsotsbank” “KredoBank”
2011 50459 107755 29471 2084
Total ber of 2012 51337 123 452 25400 2450
o Ere 2013 52179 139 663 28061 2698
2014 70236 161 830 32630 3691
2015 65462 189 147 36403 4248
2011 15398 62195 21184 1362
Number of 1 2012 19 897 11834 18172 1430
et of “oans 2013 24750 7339 21614 1326
secured by real estate
2014 29762 - 23996 1711
2015 - - 24400 2140
hare of | 2011 30,5 9,93 64,9 65,3
Share o 2012 38,7 9,6 71,4 584
sectred oy rea’ evvate 2013 474 5,25 77,02 492
In the total number
2014 42,4 - 73,5 46,3
ofloans
2015 - 67,0 50,4
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residential real estate. Therefore, it is determined by
the factors, which under normal circumstances are
secondary. First, the risk of losing deposits in insolvent
banks forcing investors to withdraw money and buy
housing. The impact of this factor is gradually eroding,
due to the cleaning of the banking sector is coming to
an end, the sustainable inflow of deposits indicates a
slow recovery of confidence in the banks. Second, the
abrupt fall of hryvnia allows those accumulated before
the crisis currency savings to find attractive price
offers in housing and use them. The influence of these
factors also decreased as a result of a stabilization in the
currency market and depletion of savings. Third, the
demand from settlers from the occupied territories is
almost fully implemented.

In addition to home buyers, banks lend to developers.
This applies both to the capital and to regions. Large
companies take loans for up to three years. Smaller
companies obtain short-term loans from banks and
use them to maintain the pace of construction if newly
built apartments cannot be sold quickly. However, total
lending by developers is currently small. The main
source of funding is the developers’ own funds and
proceeds from buyers.

In the face of declining inflation and interest rates,
further growth of hryvnia mortgage banks and financing
of developers can be expected. However, in the short
term, its rate will moderate in view of the shortage
of quality borrowers and the unresolved problem of
foreign currency debt. Given that today the scale of
such lending is small, its growth will not create risks and
so will not have a significant impact on housing prices.
In the long term, to control risks creating housing
market for financial stability, the National Bank intends
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to carefully monitor the prices and start a systematic
calculation of LTV indicator (LOAN-TO-VALUE
RATIO) for mortgage loans.

4. Findings

The analysis of the mortgage market in Ukraine shows
that in recent years, its scope, dynamics, and trends do
not meet the needs of either people or developers. At a
time when the dynamics of macroeconomic indicators
do not give hope for a quick exit from the crisis and
high political risks increase the uncertainty of social
development, long-term mortgage loans are risky for the
banking sector and borrowers.

For the development of mortgage housing, in our
opinion, there is a need for government assistance
through:

- completing the legal framework for mortgage
lending;

- stability of hryvnia;

- favourable development programs of a partial
compensation of property value;

- creating competition between banks in the domestic
market, which increases the attractiveness of the
mortgage;

- activation of state involvement in mortgage lending;
- creation of favourable conditions for attracting
financial resources in mortgage lending;

- lowering interest rates and increasing lending in
accordance with international standards.

The implementation of the above together with
the continuation of market reforms in Ukraine will
contribute to the economic growth and socio-economic
development.
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Buonetta XAPABAPA

AHAJIN3 NMOTEYHOTO KPEAUTOBAHNA B BAHKAX YKPANHbI

AHHoTauuA. Lesb pabomel. INOTEUYHBIA PbIHOK, KOTOPbIV 3aHMMAET OAHO M3 FlaBHbIX MeCT cpeamn GpUMHAHCOBbIX
MeXaHN3MOB 3KOHOMUNYECKOro CTUMYIMPOBAHUA M YCTOMYMBOrO Pa3BUTUA SKOHOMUKKU. inoTeuHoe »KunuwHoe
KpeautoBaHMe OxBaTbiBaeT MpefoCTaBieHNe [ONrOCPOYHbIX 6OaHKOBCKUX KpeAuTOB Ha npuobpeteHue,
CTPOUTENbCTBO »KUSTON HEeABUXKUMOCTH, @ TaKXKe Ha MpoBefieHre PeMOHTHbIX paboT 1nm Ha pa3BrTe COOBCTBEHHOTO
Masoro 613Heca, rae 3a50rom no TakoMy KpeauTy ABNAETCA HeIBUXKUMOe UMyLLecTBO. OTINUMTENbHBIMU YepTamMm
UMNOTEKN ABMAIOTCA: UMOTEKA, KaK U BCAKWI 3aor, No CyTW, ABASETCA CMOCOOOM obecneyeHUs Hapnexallero
UCMOJNTHEHNA APYroro (0CHOBHOIO) 06sA3aTeNlbCTBa — 3aiiMa U KPeAMTHOIO OrOBOPa, AOrOBOPA apeH b, MOAPAAa,
BO3MeLLeHNA Bpefa U ToMy NofobHoe; MpeamMeToM UMOTEKN BCErAa ABAAETCA HeABMXMUMOCTb. K HelBUXMMOMY
NMYLLECTBY OTHOCATCA 3eMefIbHble YHaCTKMN 1 BCE, YTO MPOYHO C HMU CBA3aHO: 30aHNA, COOPYXKEHWA, MHOrONeTHne
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HacakgeHus W T.4. NpeamMeT UMOTeKU OCTaeTCA BO BRafieHUM OOMKHUKA; [OroBOp Kpeautopa M LOSKHMKA
06 yCTaHOBNEHUN KnoTekn opopMAAETCA CrneuunanbHbiM [JOKYMEHTOM-3aKNagHoW, KOTOpas TakXe MOANnexuT
rocyfapCTBeHHOM permctpaumm. Memoo. inoTeuyHoe KpeanToBaHWe — MeTof HakomneHus GrHAHCOBbLIX PeCYPCOB,
3$PEKTUBHOIO MHCTPYMEHTA GAHKOBCKOW AEATENIbHOCTU 11 BaXKHOTO (pakTopa SKOHOMUYECKOTO Pa3BUTUA CTPaHbI
B Uenom. Mccnedosamenbckue pe3ysnbmamel. PbIHOK HEABMXKUMOIO MMyLLECTBA U GUHAHCOBOrO Pa3BUTUA YCAyT,
K BO3pOX[IEeHWI0 pbiHKa GOHAa, 34eCb UNoTeyHoe KpeamToBaHMe CMOCOOHO He TOMbKO, YTOObl akTMBM3UPOBaTb
pedopmbl B MPOMbILLIIEHHOCTV SKOHOMMKM, HO W NMOCTEMNEHHO, YTOObl 06eCneUnTb peLleHme XUNLWHbIX Npobnem
HaceneHus. MNpaKTnyeckue NOCNEACTBMA 3aKIIIOYAIOTCA B PeLleHUn NPo6eM, UTo CBA3aHbl C PbIHKOM MMOTEUHbIX
yCNyT YKpanHCKoro pa3sutua ¢ 2006 go 2016. OpuzuHaieHOCMb 3Ha4eHUA. AHanu3 pa3BuTUA NMNOTEYHOIO PbIHKa B
YKpaviHe CBULETENbCTBYET, YTOBMNOCIEAHEE BPEMA €ro 00beMbl, MHAMMKA U TEHAEHLMM Pa3BUTWA HE YA OBIETBOPANN
NoTPeOGHOCTY HY HAaCeNEeHUS, HY 3aCTPONLLMKOB. B ycnoBusx, koraa AvHaMUKa MaKpO3KOHOMUYECKUX NMoKa3aTesnei
He flaeT Hafiex bl Ha GbICTPbIV BbIXOA U3 KPM3MCA, @ BbICOKME MONUTUYECKIME PUCKIM NOBbILLAIOT HeomNpeaeneHHOCTb
pa3BuTMA oOLLecTBa, JONTOCPOYHOE UMOTEYHOE KpeauTOBaHUe ABMIAETCA PUCKOBAHHbIM KaK 1A G6aHKOBCKOro
CEeKTOopa, TaK 1 A48 3aeMLUKOB. Peannsauma MeTo0B B KOMIIEKCe C MPOAOJIKEHEM PbIHOYHbBIX pedopm B YKpanHe
6ynyT CNoCcobCTBOBATH IKOHOMMUYECKOMY POCTY 1 COLMANIbHO-3KOHOMUYECKOM Pa3BUTUN.
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