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Kpim TOro, aouinbHO niasuLLyBaTy ePeKTUBHICTb NOAATKOBOrOo KOHTPO/IO ANA
3abe3nevyeHHA piHAHCOBOI i EKOHOMIYHOI 6e3nekn B AepKasi. AKTyaNbHUMMU
TAKOX 3a/MLIAIOTbCA NPOTUAIA KOPYNUii Ta 3/10BKMBAHHAM MOCAZ0BMX OCib,
PO3MEXYBAHHA Y HaJaHHI NOAATKOBMX NiAbl, MOAEPHI3aLIA CUCTEMM CNAATKH
aKUM3HOro nogatky. HeobxiagHO CTBOPUTM YMOBMU, 3@ AKUX PU3UKN 3L4IMCHEHHSA
AIANbHOCTI Y TIHBOBOMY CEKTOPiI EKOHOMIKM ByAyTb 3HAYHO BiNbLWKMMMK HiXK No-
TEHUIMHMIN NPMBYTOK, @ MaKCMManbHa HOpMa NPUOYTKY A0CATAaTUMYTbCA AMLLE
y NeraNbHOMY CEKTOpI.
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INFLUENCE APPLICATION OF THE FINANCIAL MONITORING
FOR THE RISK ASSESSMENT OF SECURITIES ISSUERS THE
CAPITALIZATION
OF INSURANCE COMPANIES

Achkasova Svitlana

Implementation of ensuring of an effective system of the insurance market
development is possible with the use of instruments of financial monitoring
system of risk management of financial services market in Ukraine [1].

Financial services market remains very fragmented with low
capitalization due to unstable doing business conditions, insecurity of
property rights and poor corporate governance. In addition, further
development of the financial sector restrain the availability of such factors:
the existence in the market of financial institutions that do not comply and
are not intended to serve as financial intermediation and pose significant
systemic risks to the sector; lack of proper infrastructure of the capital

market, including stock market; inefficient tax legislation regarding taxation of
35



investment income and financial sector participants and others [2].

According to the Comprehensive Program of Ukraine's financial sector
by 2020 [2] the main objectives are to increase the capitalization of financial
sector participants; setup of capitalization / restructuring mechanisms of non-
bank financial institutions, ensuring effective control over the implementation
of their plans of capitalization and improvement of the financial condition;
ensure effective support mechanism of capitalization / restructuring of
systemically important non-bank financial institutions, including insurance
companies.

Thus, the development of the insurance market should be accompanied
by a process of increasing the level of capitalization of national insurance
companies, this should be the result of legislative initiatives of the state
insurance regulation and supervision; merger and acquisition of market
operators; interweaving of insurance, banking and industrial capital; access to
the insurance markets of foreign countries.

That is why paying enough attention to the problems of capitalization
and increase in the share capital of insurance companies, and other
components of the own funds is a particularly pressing issue.

It should also be noted that some insurance companies with low
capitalization level and limited access to external financial resources may
cease operations. For these insurance companies are the most appropriate to
use the methods of internal sources to replenish capital of the companies, this
in turn can manifest itself in the reduction of return on equity and this will
reduce the attractiveness of the insurance market for investors.

The direction of a part of the profit to increase insurer equity
(reinvestment of net profit) is a method of internal sources to replenish
capital.

Management approach to determine the most optimal method of
raising capital (due to internal and / or external sources) should be based not
only on an analysis of the cost of resources, but provide a number of other
criteria, depending on the characteristic of a particular insurer or all market
conditions. The purpose of this management approach is to facilitate the
preparatory phase of capital increase and effectuation informed choice of the
most preferred approach for increasing capitalization level which should be
based on qualitative and quantitative assessment of the possible options.

Increasing the capitalization of insurance companies and insurance
market as a whole with the profits has a right to exist only in the stable
growth conditions of insurance, including significant revenues from insurance
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and investment. This insurance company has the tendency to increase the
rate of profit growth through effective management investment.

According to the Regulations Mandatory criteria and standards of
adequacy, diversification and quality assets of the insurer for eligible assets do
not include securities [4]:

turnover suspended - from the date of publication of the relevant
information on the official website of the National commission on securities
and stock market;

the issuer which instituted proceedings in bankruptcy, made by decision
of its reorganization;

the issuer on which is made the decision on termination by liquidation
or declaring bankruptcy of the issuer;

for which annulled the issuance of securities of this issuer, canceled
registration of securities of the issuer;

the issuer is included in the list of issuers with signs of fictitious,
released on the official website of the National commission on securities and
stock market;

the issuers with no information in the Unified state register of legal
entities and individuals - entrepreneurs and community groups about
corporate or lack of available information about the legal entity for its
location;

the issuer in relation to which is made the decision to suspend trading
on any stock exchange - from the date of publication of the relevant
information on the official website of the National commission on securities
and stock market.

The above listed criteria for assessing the risk of issuers have a positive
impact on the insurance companies as institutional investors.

It should also be noted that the National Commission on securities and
stock market within the control and audit activities conducts actions aimed at
informing potential investors about the risks of issuers in all the above listed
criteria, as well as the subject of state financial monitoring has authority for
registration issuers which are included in the list of issuers with signs of
fictitious and publication on the official website of the National commission
on securities and stock market; issuers with no information in the Unified
state register of legal entities and individuals - entrepreneurs and community
groups about corporate or lack of available information about the legal entity
for its location.

The information published by the National commission on securities
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and stock market of Ukraine is provided exclusively to implement additional
measures to prevent the facts of creation of joint stock companies with
fictitious and counteraction to the turnover of securities market shares of
these joint stock companies to account in work of the professional stock
market participants (subjects of primary financial monitoring) and public
authorities.

As is known, almost all money laundering mechanisms characterized by
the participation of fictitious companies. Often the same legal entity is
established in a short time by forged documents or on figurehead.

The crime funds are transferred to these organizations and then
converted and transferred to the accounts of legal organizations. These
fictitious companies can be used at this time and for operations on money
laundering in Ukraine, including through the establishment of joint stock
companies. To the clients of the subjects of primary financial monitoring
which have the risk of legalization (laundering) of revenues proceeds of crime
related enterprises, about which from reliable sources is known that they are
not in the place of state registration, do not provide prescribed of the
government accountability and value of their net assets is less than the
authorized capital [3].

Thus, the application of the financial monitoring of risk assessment of
issuers will help to establish mechanisms to improve the level of capitalization
and ensure effective support mechanism for its proper level by internal and
external sources of capital.
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