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The emergence of financial intermediation in history was the result of the evolution of
the process of distribution of functions in the field of financial services. Over time, this process
became an important and independent branch of the economy. Modern financial
intermediaries, forming the structure of the financial market, play a key role in ensuring
effective interaction between those who have temporarily free funds and those who need them.
They also help to significantly reduce the cost of financial transactions for businesses, as well
as effectively spread and reduce risks among different investors. In addition, they help to
increase the return on loan capital and improve portfolio asset management capabilities.
Financial intermediaries are considered as financial institutions that specialize in collecting
temporarily available funds from various market participants in order to provide financial
services and meet the financial needs of participants in financial transactions, the main motive
of which is to make a profit. The activity of financial intermediaries is important for the
optimal functioning of the money market and, ultimately, for the development of a market
economy. The main goal of their economic activity is to create the most favorable conditions
for the successful functioning of the main participants of the money market. This means that
financial intermediaries are directed to the outside world, to the real economy, in order to
increase the efficiency of the subjects of this economy.
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The emergence of financial intermediation in history was the result of the evolution of the process of
division of functions in the financial services sector. Over time, this process has become an important and
independent sector of the economy. Modern financial intermediaries, by shaping the structure of the
financial market, play a key role in ensuring effective interaction between those who have temporarily
available funds and those who need them. They also help significantly reduce the cost of financial
transactions for businesses, as well as to effectively distribute and mitigate risks among different investors.
In addition, they help to increase the profitability of borrowed capital and enhance portfolio asset
management capabilities.

Scholar O. O. Polietaiev studies the nature and purpose of financial intermediation in the context of
the money market. His analysis systemizes the scientific views of domestic scientists and economists on
the concept of “financial intermediation”. The scientist provides a definition for this category and develops
a model of the structural organization of the financial sector of Ukraine. The study also covers the
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peculiarities of the functioning of banks and insurance companies as the leading participants in financial
intermediation in the Ukrainian monetary market.

V. V. Kornieiev defines financial intermediaries as specialized professionals in the financial market
specializing in the provision and sale of financial services, which act as a unique product and operate in
specific and defined segments [1, p. 237].

Financial intermediaries are considered as financial institutions that specialize in collecting
temporarily available funds from various market participants in order to provide financial services and
meet the financial needs of participants in financial transactions, with profit being their primary motive.

The activities of financial intermediaries are essential for the optimal functioning of the money
market and, ultimately, for the development of a market economy. The main goal of their economic
activity is to create the most favourable conditions for the successful functioning of the main money
market participants. This means that financial intermediaries are aimed at the outside world, at the real
economy, in order to increase the efficiency of the subjects of this economy [2, p. 47].

Taking into account the multifaceted classification of financial intermediaries and their activities in
different market segments, it is important to find out what roles and functions they perform. Summarizing
the opinions of leading economists, both theorists and practitioners, the following key functions of
financial intermediaries can be identified:

1. Transformation of savings: they help to transform accumulated savings into available capital for
investment.

2. Ensuring capital redistribution: financial intermediaries facilitate the redistribution of capital
through the provision of financial services, which allows for capital mobility.

3. Balancing supply and demand: they help to create economic conditions in the money market by
balancing supply and demand.

4. Diversification of interest rates and risks: financial intermediaries help to diversify interest rates
and risks for investors and borrowers.

5. Creating a favourable environment for the development of financial infrastructure: they contribute
to the development of financial market infrastructure by creating the necessary conditions for efficient
operation.

6. Increasing the return on assets: by professionally selecting investment targets, accumulating,
monitoring and controlling borrowers' activities, financial intermediaries help to increase the return on
assets of the underlying organizations.

In modern developed countries, there are three main models of structural organization of the
financial sector in which financial intermediaries operate:

1. Market model: in this model, there is a balance in the development of both banking and non-
banking financial institutions.

2. Banking model: banking institutions have a dominant position and play a key role in the financial
sector.

3. Mixed model: in this model, both groups of financial institutions, i.e. banks and non-bank
financial institutions, coexist.

The main financial intermediaries in Ukraine’s financial sector include insurance companies, leasing
companies, pawnshops, factoring companies, credit institutions and private pension funds. According to
the State Register of Financial Institutions, there are 382 insurance companies with assets of UAH 70.2
billion, 477 pawnshops with assets of UAH 1.7 billion, 267 leasing companies that have entered into
financial leasing agreements for a total amount of up to UAH 58, 3 billion UAH, 415 financial companies
with assets of 51.2 billion UAH, and 264 financial companies that have the right to provide financial
leasing services with the value of concluded contracts amounting to 23.5 billion UAH [3].

It should be noted that the greater emphasis on banking compared to non-bank financial
intermediation is not only due to the higher level of trust in banking institutions and their ability to provide
a variety of financial services. The main factor is the absence of a full-fledged regulatory framework for
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non-bank financial intermediaries. They are restricted in the economic mechanism of their activities, their
assets make up a small percentage of gross domestic product (GDP), and there are problems with
insufficient protection of clients’ interests [4, p. 157].

The effective development of financial intermediation is based on several key principles:
transparency, competition, integrity and centralization. The adoption of the “split” law will help ensure
transparency, reliability and outstanding efficiency of the non-banking financial sector.

The Law of Ukraine “On Amendments to Certain Legislative Acts on Improving the Functions of
State Regulation of Financial Services Markets” provides for a reform known as the “split”. This reform
envisages the liquidation of the National Commission for Regulation of Financial Services Markets and the
division of responsibility for financial market regulation between the National Bank and the National
Securities and Stock Market Commission. Specifically, the NBU will be empowered to regulate insurance
companies, leasing companies, financial companies, credit unions, pawnshops, and credit bureaus, while
the National Securities and Stock Market Commission will be responsible for regulating non-state pension
funds and construction financing funds [5].

The implementation of the split reform enhances the NBU’s ability to fulfil its task of maintaining
financial stability. This reform completes the logical development of the financial sector reform, not
limited to banks, and sets requirements for transparency, reliability and efficiency for the non-banking
financial sector as well.

This Law will provide an opportunity to implement a balanced and systematic approach for the
effective development of the non-banking financial sector. It will facilitate the transition from a sectoral
model of regulation to a more efficient integrated model and create an opportunity for the integrated
development of functions related to the regulation of market behaviour and consumer protection in the
financial market. The Split Law will help to create a financial system that meets international standards [5].

The revision of the regulatory approach to financial intermediation enhances the NBU's ability to
ensure financial stability more fully and effectively.
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OCOBJMBOCTI ®IHAHCOBOI'O IOCEPETHUIITBA B YKPATHI

BunukHeHHs1 piHAHCOBOrO NMocepeTHUIITBA B icTOPIi cTaI0 pe3yJIbTaTOM €BOJIIONII Mpouecy po3-
noaity ¢yHkuniii y cdepi ¢pinancoBux mociayr. 3 yacoM meil mpouec cTaB BaXKJINBOIO i caMOCTiHiHOIO
ranay33io exoHoMmiku. CydacHi ¢inancoBi mocepefHUKH, (POPMYIOYH CTPYKTYpPY (PiHAHCOBOrO PHUHKY,
BilirpaloTh KJIKY0BY pPoJib y 3a0e3neueHHi eeKTUBHOT B3a€MOil Misk THMH, XTO Ma€ TUMYACOBO BiJIbHi
KOIITH, i TUMH, XTO iX moTpedye. BoHn Takoxk AomoMaraioTh 3HA4YHO 3HM3UTH BapTicTh (PiHAHCOBHX
omepauii A5 0i3Hecy, a TaKOK e()eKTUBHO 3MEHIIMTH PU3UKH Ta PO3NOALIUTH iX MiK pi3HMMM iHBec-
Topamu. KpimM Toro, BoHH 100OMaraoTh MiABHIIMTH NPUOYTKOBICTh MO3MKOBOI0 KamiTaay Ta NMOKpa-
IIMTH MOKJIMBOCTI ynpapiaiHHA nopTdejbHuMu akTuBamMu. DiHAHCOBUX MOCEpPEIHUKIB PO3IIsAAI0Th
SIK (piHAHCOBI YyCTaHOBH, sIKi cneHiaai3yl0Thbcsl HA 30HMPaAHHI THUMYAacOBO JOCTYNHMX KOWITIB BiJ pi3HHX
YYACHHKIB PMHKY 3 MeTOI0 HaJlaHHs QiHAHCOBHUX MOCJYT i 3a10B0JIeHHs QiHAHCOBUX NOTPed YYACHUKIB
(¢inancoBux omepauiii, roT0BHUM MOTHBOM SIKMX € OTpMMaHHA NpuOYTKYy. lisiabHicTh ¢iHaHCOBHX
NMOCepPeIHUKIB Ma€ Ba)K/JIUBe 3HAYEHHSI /sl ONTHMAJIbHOIO (PYHKUiOHYBAHHSI I'POLIOBOIO PHHKY i,
3PeLITOl0, UVISi PO3BUTKY PHHKOBOI eKOHOMiKM. I'0JI0BHOI0O MeTOI0 IXHbOI roCOAAPCHLKOI JisVIBHOCTI €
CTBOPEHHS] MAKCUMAJIBHO CHPHUATIMBHX YMOB JJIfl YCIIIIHOTO (p)YHKIiOHYBAHHS OCHOBHMX YYaCHMKIB
rpomoBoro punky. Ile o3nauyae, mo ¢iHaHCOBi mMocepeHUKU CHpPsIMOBaHi Ha 30BHIilIHIA cBiT, Ha
peanbHy eKOHOMIKY, 100 MiTBHIINTH e(peKTHBHICTH Cy0’ €KTIiB i€l eKOHOMIKH.

KirouoBi cinoBa: ¢inaHcoBe mocepefHUNTBO; NPUOYTOK; IPOLIOBHIl PHHOK; €KOHOMIYHA AifyIb-
HiCTh; AKTHBH.
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