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CREDIT RISK MANAGEMENT IN THE BANK’S
FINANCIAL STABILITY SYSTEM*

Abstract. It is considered and updated the model of risk assessment of bank credit portfolio
in the article. The profitability and risk are the main parameters of a bank loan portfolio. The ratio
of these indicators characterizes the effectiveness of credit and general activity of the bank. The
purpose of credit bank portfolio’s management is to ensure the highest yield at an acceptable risk of
level. It is advisable to carry out the credit portfolio risk assessment in three stages. The first stage
consist of using 9 indicators that are directly related to the occurrence of credit risk: credit activity
ratio, reserve adequacy ratio, loan quality ratio, overdue loan ratio, maximum risk per one borrower
(or group of borrowers), the concentration level of large credit risks, the concentration level of
credit risk per one insider, loan ratio of written off from the reserve, the rate of return on credit
operations. On the second stage of credit risk assessment, it is performed the scored assessment
required to determine the integral credit risk indicator. Depending on whether the calculated
indicator falls within the optimal value range, its scores are based on one of four formulas. On the
third stage, there is determined the integral risk indicator and the degree of credit risk. The
calculation of the integral credit risk indicator is advisable to use for assessment of credit risk in
dynamics. Comparing the results of evaluating this indicator during several periods, we can
conclude that there is a tendency to change the level of credit risk of a bank. It is analysed the credit
risk indicators of JSC CB PrivatBank for 2016—2018 years. According to the evaluation results of
the integral index, the authors concluded that the level of credit risk management in the bank was
improved. But the values did not reach the maximum scores, so JSC CB PrivatBank is exposed to

! Crarmio migrorosmeno B pamkax HJIP «MozemoBanHs (iHAHCOBOI CTaGiTbHOCTI pyXy (iHAHCOBHX IIOTOKIB
eKOHOMIYHHUX areHTiB KpaiHu B yMOBax riiodamizamii» (Homep nepxasHoi peectpanii 0118U003772), mio BUKOHY€ETHCS
3a PaxyHOK BHAATKIB i3 3arajqbHOr0 GOHIY AEPKOIOIKETY.
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credit risks. It is proposed in the research a number of measures to optimize the credit risk
management of bank.

Keywords: credit risks, bank, bank financial stability, valuation model, loan portfolio,
integral indicator.
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YHPABJIIHHSI KPEAUTHUMU PUBUKAMU

B CUCTEMI 3ABE3NEYEHHS ®IHAHCOBOI CTABLIBHOCTI BAHKY

AHoTaniss. PosrisHyra Ta MoJepHi30BaHa MOJIENb OI[IHIOBAaHHS PH3MKY KPEIUTHOTO
noptdens 6anky. ['onoBHUME mapaMeTpaMu KPeIUTHOTO MOPTQes OaHKY BUCTYNAIOTh TOXITHICTb
1 pu3uk. CHiBBIIHONIEHHS BKa3aHUX IIOKA3HUKIB XapaKTepu3ye ePEeKTHUBHICTh KpPEIUTHOI Ta
3arajbHOi AISUIBHOCTI O0aHKYy. MeToro yrpaBiiHHS KPEAUTHUM mopTdeneM OaHKy € 3a0e3neueHHs
HaWOIBIIOT AOXIAHOCTI 3a MPHUIYCTUMOrO piBHSA pusuKy. OIIHIOBAaHHS PHU3HMKY KPEIUTHOTO
noptdens IOUIbHO 3iMiCHIOBaTH B TpH eTamu. llepriuii etan mossrae y BUKOPHCTaHHI JEB’ATU
MOKa3HUKIB, SKI Oe3MmocepeHhO TOB’A3aHI 3 BUHUKHEHHSM KPEIUTHOTO PHU3HKY: Koe(dilieHT
KPEeIMTHOI aKTUBHOCTI, KOE(DII[IEHT JOCTATHOCTI pe3epBiB, KOE(ILIEHT SKOCT1 KPEIUTIB, KOS]ILlIEHT
MPOCTPOUYEHUX KPEIUTIB, MAaKCUMaJIbHUI PO3MIp PU3HKY Ha OJHOTO MO3WYalbHUKA (200 Tpymy
MIOB’3aHUX TMO3WYAJIbHUKIB), PIBEHb KOHLEHTpalLlli BEIMKHX KPEIUTHUX PU3HKIB, pIBEHb
KOHIIEHTpalli KpPEeJUTHUX PHU3UKIB Ha OJHOTO iHcaijepa, Koe(illieHT KpeIuTiB, CIHUCAHUX 13
pe3epBy, KoeQillieHT MNPUOYTKOBOCTI KPEAUTHUX omepainid. Ha apyroMmy erami OIiHIOBaHHS
KPEIMTHOTO PU3UKY BUKOHYEThHCS OalibHE OIIIHIOBAHHS, HEOOXIHE Ul BU3HAUEHHS IHTETPaIbHOTO
MOKa3HUKAa KPEJAUTHOTO PHU3MKY. 3alie)KHO BiJl TOTO, UM MOTpAIUIS€ PO3PaXOBAHUN TMOKA3HUK Y
MPOMDKOK ONTUMANBFHOTO 3HAYEHHs, HOoro OajbHA OIlIHKA 3AIHCHIOETHCS 32 OJHIEI0 3 YOTUPHOX
dopmyn. Ha Tperbomy erami BH3HAYA€THCS IHTETPANbHHA TOKA3HUK PH3UKY Ta CTYIIIHb
KPEIUTHOTO pPHU3UKYy. PO3paxyHOK IHTErpajbHOrO IOKa3HUKA KPEIUTHOTO PH3HKY JOLLIBHO
BUKOPHUCTOBYBATH JUIA OLIHKA KPEAWTHOTO pu3MKYy B jauHamimi. I[lopiBHIOIOUM pe3yibTaTu
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OI[IHIOBaHHS IHOTO TOKA3HHWKA BIPOJOBK KUIBKOX TEpiOiB, MOXXKHA 3pOOUTH BHUCHOBOK PO
TEHJICHIIIIO 10 3MIHU PIBHA KPEOUTHOTO pU3MKY OaHKy. [IpoaHanizoBaHO MOKa3HUKU KPEIAUTHOTO
pusuky AT Kb «IIpuBarbank» 3a 2016—2018 pp. 3a pe3ynpraTamMu OLIHKM IHTETPaTbHOTO
MOKa3HUKa 3pOOJICHO BUCHOBOK INOJO TOJINMIICHHS PIiBHS YHPABIiHHA KPEAUTHUM PHUZUKOM Y
OanKy. Asie 3Ha4eHHs He focsranu makcumymy OamiB, Tomy AT Kb «llpuBatbank» HapaxaeTbcs
Ha KPEAWTHI PU3HMKH. 3arpolOHOBAHO HU3KY 3aXOJIB JJIsl ONTHMI3alii yrnpaBiiHHS KPEIUTHUMU
pu3uKaMu OaHKY.

Kniouosi cnoea: xpenutHi pusukd, OaHK, (iHAHCOBAa CTAOUIBHICTH OaHKy, MOJEh
OILIIHIOBAaHHS, KPEAUTHUI MOPTQEIb, IHTErpaTbHUI MOKA3HUK.
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YIIPABJIEHUE KPE/IUTHBIM PUCKOM B CUCTEME OBECIIEYEHU S
®UHAHCOBOI CTABUJIBHOCTHU BAHKA

AHHOTanmus. PaccMOTpeHa M MOJCPHHU3MPOBAHA MOJICNIb OICHKH PHCKA KPEAMTHOI'O
noptdens 6anka. [maBHBIMH MapamMeTpaMu KpeauTHOro moprdens 6aHka BBHICTYNAIOT JOXOJHOCTD
u puck. CooTHOIIEHHE YyKa3aHHBIX IOKa3aTenel XapakrepusyeT 3(G(EeKTHUBHOCTb KpPEIUTHOW M
obmieit nmearenpHocTH Oanka. llenmplo ympaBieHUs KpeAUTHBIM TopTdeneM OaHKa SBISETCS
obecrnieueHre HauOObIIIeH T0XOAHOCTH MO JOMYCTUMOMY YpOBHIO pHucka. [lo pesynpraTtam omeHKH
WHTETPATbHOTO TMOKa3zaTessl CJAelaH BBIBOJ MO YIYYIIEHHWIO YPOBHS YIPABIECHUS KpPEIUTHBIM
puckom B Oanke. [IpensokeH ps Mep 1Mo ONTUMH3AINH YIPaBIEeHUS KPEAUTHBIMU PUCKaMU OaHKa.

Kniouesvie cnoea. xpenutHble PUCKH, OaHK, (PUHAHCOBAs CTaOUIBLHOCTH OaHKa, MOJETH
OIICHUBAHMUSI, KPEAUTHBIN MOPT(Ens, HHTErPaTbHBINA OKA3aTENb.

®opmyin: 16; puc.: 0; Tabmn.: 5; 6ubmn.: 19.

Introduction. The banking system of Ukraine is in a state of restructuring today. Today

there are gravely concerned before the governmental bodies of both the central bank and
commercial banks the issues of effectiveness and adequacy of risk management principles and
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instruments. The volumes of credit risk that the bank takes affect directly the level of financial
stability. Providing the financial stability of banks is a prerequisite for the efficient functioning of
the Ukrainian economy. Nowadays, the strengthening the financial stability of banks in Ukraine,
their dynamic development, increasing confidence, and thus maximizing the positive impact of the
banking system on economic development processes necessitate the improvement of banking
activities as follows to ensure the profitability of the banking business and protection against
possible risks, including credit one.

In this regard, the research of credit risk management in the system of providing the
financial stability of the bank has a particular importance that determines the relevance of the
chosen topic and the feasibility of conducting research to develop this issue.

Research analysis and problem statement. Issues of providing the financial stability of
banks have been the subject of serious scientific research and were considered in the works of such
domestic and foreign economists: G. Azarenkova, O. Baranovsky, O. Vasyurenko, V. Glushchenko,
O. Golovko, S. Drobyshevsky, J. Kaminsky, V. Korneeva, M. Krupki, M. Matovnikov, N.
Pogorelenko, L. Primostka, B. Samorodov and others.

The attention to credit risk management of the bank was given by such domestic and foreign
scientists: N. Bobil, V. Vitlinsky, N. Volkova, P. Dadashova, V. Dzublyuk, A. Epifanov, M.
Kvasniy, O. Klyusko, V. Kovalenko, V. Mishchenko, L. Ostankova, N. Pritula, L. Shvets and other
scientists.

However, there are still issues that need attention and resolution. The purpose of the
research is to develop recommendations for assessing the risk of the bank’s loan portfolio.

Research results. Researching the work of schientists about the credit risk management
[1—8], we can conclude that the main parameters of a bank’s loan portfolio are profitability and
risk. The ratio of these indicators determines the effectiveness of the credit strategy and the overall
lending activity of the bank. The main purpose of the process of bank’s loan portfolio management
is to ensure maximum profitability at an acceptable risk level.

It was considered and updated for calculation a model of risk assessment of bank credit
portfolio [9].

We propose to perform credit risk assessment in three stages. The first step is to use certain
credit risk indicators — indicators that are directly related to the occurrence of credit risk. We
propose to use the following indicators as indicators of the credit portfolio risk level:

1. K1 — the coefficient of credit activity. Displays the share of the bank’s loan
portfolio in total assets and is calculated by the formula:
Ky == x 100%, (1)

Where LP — bank loan portfolio; A — total bank assets.

It is known that a bank’s credit policy is passive one if the lending volume is less than 65%,
but if the share exceeds 75%, then the credit policy is aggressive [42]. However, the bank
independently sets the limits of this indicator depending on the chosen type of credit strategy.

2. K2 is the reserve adequacy ratio. Indicates the degree of adequacy of the bank’s reserves
in case of loan repayment and is calculated by the formula:

Ky = =% 100%, (2)
where P — is the reserve created for reimbursement of losses on credit operations.
The optimum value of this indicator is considered to be within the limits of 0,9 — 5% [9].

3. K3 — quality factor of credits. It characterizes the share of bad loans in the total amount
of loans and is calculated by the formula:

K3 = 2% 100%, 3)
where BL — is loans classified as bad.
The lower the value of its indicator, the better is the credit portfolio. The value of the
coefficient should not exceed 5%.

4. K4 — is the ratio of overdue loans. It describes the proportion of overdue loans in total
loans. It is calculated by the formula:
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K, = % X 100%, (4)
where OL are loans overdue for more than 30 calendar days, according to NBU regulations.

The proportion of overdue loans in the total loan portfolio should not exceed 10% [9].

5. K5 is the maximum amount of risk per one borrower (or group of connected borrowers).
It is determined in the order established for the calculation of the obligatory standard H7 «The
maximum amount of credit risk per counterparty». The regulatory value of H7 should not be more
than 25% [10].

6. K6 — is the level of concentration of high credit risks, is determined in the order
established for the calculation of the obligatory standard H8 «Standard of large credit risks». The
regulatory value of H8 should not exceed 8 times the size of the bank’s regulatory capital [10].

7. K7 — is the level of concentration of credit risks on one insider, is determined in the
order established for the calculation of the obligatory standard H9 «Standard of the maximum
amount of credits, guarantees and sureties given to one insider». The regulatory value of H9 should
not exceed 5% [10].

8. K8 — s the ratio of loans written off from the reserve. It is characterized the share of
written-off loss loans that are actually lost for the bank and is calculated by the formula:

Kg =% 100%, (5)
where WR is the write-off of the reserve created to offset losses on the Bank’s credit operations.

The optimum value for this indicator is 0,25—1,5% [11].

9. K9 — is the coefficient of profitability of credit operations. It gives an opportunity to
estimate the profitability of the bank’s loan portfolio and is calculated by the formula:

Ky = === x 100%, (6)
where 1l — interest bank income; IE — interest expenses of the bank.

The optimum value of this indicator should be not less than 1,4%. For the upper limit of
such indicator we take its maximum value for the last five years as a whole on the banking system
of Ukraine, which is 7,4% [9].

For each indicator there are limits (limit values), which will allow to ensure the
identification of significant credit risks for the bank and timely adequate impact on them. Therefore,
since each of the indicators Ki (i =1, 2,..., 9) has upper and lower boundary values, then we denote
the lower value of Ki as LBi and the upper one as UBI.

Thus, we have identified 9 indicators on the basis of which it is advisable to carry out the
first stage of credit risk indicators. At this stage, we calculate the values of the main (objective)
indicators that characterize credit risk.

The higher the K1, K3 — K8 ratios are, the higher is the risk level of the bank’s loan
portfolio. The indicators K2, K9 have some optimal value, which is shown in the relevant scientific
papers.

According to the proposed model, for the coefficients K1, K2, K9 the optimal value is in the
range from LB > 0 to UB. For coefficients K3 — K8, the lower limit (LB) is 0 and the upper —
(UB) is the maximum value. The proposed model also makes it possible to modify the set of
indicators and add others if the economic, political or legal situation requires such changes.

On the second stage of credit risk assessment, a risk assessment is performed, which is
necessary to determine in the future the integral credit risk indicator. The maximum score (90) is
assigned to the critical value of the indicator, and in the case of the critical value interval, the
extreme value of the interval.

We propose to calculate the points on the actual value of the indicator as follows: if the
coefficient is lower (higher) than the critical value, we add (or subtract) the points. If the critical
value is in the range of values, it is added to it the fraction (in percent), which cuts off the calculated
value from the interval, and is subtracted — in case of falling beyond the interval.

On the third stage, the integral risk indicator and the degree of credit risk are determined.
The credit risk integral index (ICR) is defined as the sum of points weighted by weights,

ler = {1=1 R; X li (7)
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where R1, R2,... R, are the indicators of calculated number of points;

I, I, ... I — weight of indicators; n — is the number of indicators.

The weight of each indicator is determined by the degree of its impact on the aggregate
credit risk. In our opinion, it is advisable to use the peer review method to determine the weight of
credit risk indicators. The main advantage of this method is the possibility of application in cases of
information deficiency. A prerequisite for qualitative expert evaluation is the involvement of
specialists with high professional level and considerable experience in banking [12].

To determine the weight of the indicators, a panel of experts is invited to rank the nine
factors that determine the weight of the indicators on the principle that the indicator that most
influences the aggregate risk of the credit portfolio is 9; the least affecting factor is 1, the rankings
are not repeated. The null hypothesis is accepted: HO = «expert opinions agreed» as an alternative:
H1 = «expert opinions differ significantly».

The weighting factors () are calculated by the formula:

lj - ssj(R) - nazglndij R (8)
total Zj=1 Zi=1 dl]
where dj; is the estimate given by the i-th expert to the j-th indicator (i = 1,m), j = 1,n;)
m — is the number of ranked rows, that is, the number of experts;
n — is the number of ranking objects, that is, the number of metrics;

sj(R) — the sum of ranks for the j-th index;

Stotal — 1S the total sum of ranks.
To assess the consistency of the experts’ opinions, they use a coefficient of concordance
(W). The coefficient of concordance is calculated by the formula:

W=

Smax, (9)
where S — is the variation relative to the average rank;
Smax — is the maximum variation value.
The maximum variation value is calculated by the formula:

Siax = 1—12m2(n3 —n), (10)
The coe fficient of variation relative to the average rank is calculated by the formula:

s=2 (5% 2)" @

where a — is an indicator of the average sum of ranks.
The indicator of the average sum of ranks (a) is calculated by the formula:
a=%mx(n+1). (12)

The coefficient of concordance takes a value from 0 to 1. The more is the value of the
concordance coefficient, the higher is a degree of experts’ opinions agreement. At W = 1, there is a
complete experts’ opinions agreement; if W = 0, then the agreement is almost absent. The degree of
consistency of experts’ opinions is considered acceptable if W > 0,5 [13].

Researching the literature [11—17] we can conclude the risk degree of the bank’s loan
portfolio. The integral credit risk indicator ICR = 100 corresponds to the bank’s performance
indicators, which are equal to the established critical limits. The more is the value of indicator
exceeds the limit of 100 points, the less is the risk degree is observed in a bank, and vice versa. It is
advisable to use the calculation of the integral indicator to estimate the credit risk in the dynamics.
Comparing the results of the evaluation of this indicator over several periods, we can conclude that
there is a tendency to change the level of credit risk of a bank.

It is advisable to use the calculation of the integral credit risk indicator to estimate the credit
risk in the dynamics. Therefore, we will evaluate this indicator for three years — 2016, 2017 and
2018 and on this basis we will conclude the dynamics of credit risk in a bank.
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In the first stage, we calculate the values of the main risk indicators of the bank’s loan
portfolio.

The bank’s financial reporting for 2016—2018 were used to calculate the indicators. The
initial data for the calculation of indicators are given in Table 1 [18, 19].

Table 1
Initial data for the calculation of credit risk indicators JSC CB PrivatBank for 2016—2018
Indicator 2016 2017 2018
Total assets (UAH million) 179833 253740 278120
Loan portfolio (UAH million) 227923 237181 291936
Credit risk reserve (UAH million) 195308 198846 241796
Bad loans (UAH million) 206498 202870 244417
Overdue loans (UAH million) 1350 1725 1562
H7 standard, (%) 14,22 5,7 6,26
H8 standard, (%) 119,35 0 0
H9 standard, (%) 2,5 1,3 0,67
Write-offs from the reserve (UAH million) 949 5864 25
Interest income (UAH million) 31560 24485 30754
Interest expenses (UAH million) 29479 18373 16758

On the second stage of credit risk assessment, a scale rate of each calculated risk indicator is
performed according to the algorithm developed by us. Depending on whether the calculated figure
falls within the optimal value range, its scale rate is performed by one of four formulas:

R, = 100 — 100 x (1—%) (13)
R; = 100 — 100 x (1—%) (14)
R; = 100 + 100 X (1—%) (15)
R; = 100 + 100 x (1 - 'Zx’zb‘éiL_BLi;‘;Bi)'), (16)

where R; — is an indicator of the calculated number of points;

LB; — is the lower limit of the optimal value of risk indicator;

UB; — is the upper limit of the optimal value of risk indicator.

Formula 13 is used to calculate the scale rate of K8 in 2018 and K9 in 2016 years;

formula 14 — for indicators K1 (2016—2018), K2 (2016—2018), K3 (2016—2018), K8 in
2017,

formula 15 — for indicators K4 (2016—2018), K5 (2016—2018), K6 (2016—2018), K7
(2016—2018);

formula 16 is used for K (2016), K9 (2017—2018).

We have calculated the score for each indicator in 2016—2018, and the results of
calculating points for risk indicators are shown in Tabl. 2 [18].

Table 2

Score rating of credit risk indicators of JSC CB Privatbank in 2016—2018

Indicator Number of scored points
2016 2017 2018
Credit Activity Ratio (K1) 59,2 80,2 71,5
Reserve adequacy ratio (K2) 5,8 6,0 6,0
Credit Quality Ratio (K3) 5,5 5,8 6,0
Credit default ratio (K4) 194,1 192,7 194,6
Maximum amount of risk per one borrower (K5) 143,1 177,2 175,0
Level of concentration of high credit risks (K6) 80,7 200,0 200,0
Level of concentration of credit risks per one insider (K7) 190,0 194,8 197,3
Reserve write-off ratio (K8) 127,2 60,7 3,4
The profitability ratio of credit operations (K9) 82,7 102,0 107,4
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We set weight indicators by the method of expert estimations. Expert estimations are given
in the Tabl. 3.
To assess the consistency of expert opinions, we calculate the coefficient of concordance
(W) according to the formula 9:
1
Siax = E152(93 —9) = 13500
The coefficient of variation relative to the average rank is calculated by the formula 11.

Table 3
Experts’ estimations of the impact of indicators on aggregate credit risk
Expert Experts’ estimations, djj sum
K, K, Ks K, Ks Ks K, Ks Ko
1 8 6 9 5 7 1 2 3 4 45
2 9 4 7 5 6 1 2 3 8 45
3 8 6 7 4 9 2 1 3 5 45
4 8 6 9 4 7 1 2 3 5 45
5 7 5 9 6 8 1 2 3 4 45
6 8 6 9 5 3 1 2 7 4 45
7 9 6 8 5 4 1 2 3 7 45
8 8 6 9 5 7 2 1 3 4 45
9 8 5 9 6 7 1 2 3 4 45
10 8 6 9 5 7 1 2 3 4 45
11 8 6 9 5 7 1 2 3 4 45
12 9 7 5 8 4 3 6 1 2 45
13 7 6 8 5 9 1 2 3 4 45
14 8 6 9 5 7 1 2 3 4 45
15 8 3 9 5 7 2 1 4 6 45
Sum of ranks,
) S 121 84 125 78 99 20 31 48 69 675
Sj = Z dU
i=1
Total rank 8 6 9 5 7 1 2 3 4 -
Deviation of the sum of
ranks from a, Sj(R) —a 46 9 50 3 24 -55 -44 -27 -6 -
Squares of deviations,
(s.(R) B a)z 2116 81 2500 9 576 | 3025 | 1936 | 729 36 11008
]

Let’s calculate the average sum of ranks (a) by the formula 12:
1
a=515x(9+1) =75

From the data of Table 2 we can see that the coefficient of variation concerning the average
rank (S) is 11008. Let’s calculate the coefficient of concordance:
11008

= 13500 002
The calculated by us value of concordance coefficient is 0,82, that means it is more than

sufficient to accept the hypothesis HO on the agreement of experts opinion.

Based on the results of the peer review, we calculate the weight values for the credit risk
indicators, which are required to calculate the bank’s integral credit risk index. The weight factors (l) are
calculated by the formula. According to the results of calculations, the total sum of ranks is Sfull = 675.

Thus, the weight coefficients of indicators have the following values (Tabl. 4).

Table 4
Value of weight coefficients of credit risk indicators
Experts Indicator sum
Ki K; Ks Ky Ks Ks Ky Ks Ko

Weight

L 0,179 | 0,124 | 0,185 | 0,116 | 0,147 0,030 0,046 0,071 | 0,102 1
coefficients, |
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Calculating a score points for each risk indicator and the weight coefficients of these indicators, we
can calculate the integral credit risk indicator (I¢) and conclude about the degree of credit risk in bank.

Let’s calculate the value of credit risk integral score in JSC CB Privatbank for 2016, 2017 and
2018 years. For it we assume that experts’ estimations about the weight of each indicator have remained
constant over the three years. The calculation of I is given in the Tabl. 5.

Table 5
Calculation of integral credit risk index JSC CB «Privatbanky in 2016—2018 years
2016 2017 2018
Indicator Weigt Scored Weight Scored points | Weight scores | Scored points Weight
points scores scores
K1 0,179 59,2 10,6 80,2 14,4 71,5 12,8
K2 0,124 58 0,7 6,0 0,7 6,0 0,7
K3 0,185 55 1,0 58 11 6,0 11
K4 0,116 194,1 22,5 192,7 224 194,6 22,6
K5 0,147 1431 21,0 1772 26,0 175,0 25,7
K6 0,030 80,7 24 200,0 6,0 200,0 6,0
K7 0,046 190,0 8,7 194,8 9,0 197,3 91
K8 0,071 1272 9,0 60,7 4,3 34 0,2
K9 0,102 82,7 84 102,0 10,4 1074 11,0
Cyma 1 888,3 84,5 1019,4 94,2 961,2 89,2

The total amount of credit score weighted on a weight coefficients consist the integral indicator of
credit risk. In 2016 Icwes Was 84,5 scores; in 2017 — 94,2 scores; in 2018 — 89,2 scores.

Conclusions. Therefore, according to the results of the evaluation of the integral indicator, we can
conclude that the level of credit risk management in the bank has improved during the researching period.
But the values did not reach 100 points, from that we can conclude that the Privatbank does not adhere to
the regulatory limits of the above indicators. Thus, the bank is exposed to credit risks, and the management
should pay more attention to the issue of credit risks.

In addition, based on the activities of domestic banking sector, we can propose a number of the
following measures to optimize the credit risk management of the bank:

1. Improvement of the risk management policies. It should envisage measures to overcome the
negative situations and mitigate the consequences of those that cannot be completely foreseen. The credit
committee of the bank should only consider credit applications that comply with the approved risk
management policy.

2. Development of internal system of banking limits. They should ensure the diversification of the
credit portfolio of a banking institution by terms, industries, creditors, types of loans, territories and other
factors.

3. Collection of credit risk information and the use of its rating system, which provides for:

- development of a system of quantitative and qualitative indicators by significant risk factors;

- determination of optimal and critical values for each credit risk factor in particular and in general,

- development of bank standards for credit quality and compliance with regulatory requirements.

4. Creation of a real-time credit risk monitoring system with the use of special computer
accounting and data analysis programs.

Thus, we consider it advisable to carry out an assessment of the level of credit risk management in
the JSC CB PrivatBank in dynamics. At the same time, the proposed model allows to add or exclude
indicators that affect the level of credit risk. The conducted research showed that the level of credit risk
management at Privatbank is satisfactory, but needs considerable attention. The use of the aforementioned
instruments should improve the credit risk management level in JSC CB PrivatBank.
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