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Abstract. Problems with financial and credit provision of the residential real estate market
participants negatively affect the functioning of such a market and leads to a deterioration of the
socio-economic environment, because the population is unable to satisfy their primary needs —
housing needs. The results of our research showed that in the process of financial and credit
instruments realization on the financial market there is a two-way process of transformation: on the
one side, financial assets are transformed into financial liabilities for their issuers, on the other side,
financial liabilities are transformed into financial assets in the form of rights of claim for buyers of
financial products. It was found that under the usage of financial and credit instruments, the
transformation takes place in the following directions: transformation of assets, transformation of
risks, transformation of terms. The main essence of financial and credit instruments in the
residential real estate market is that they allow to mediate operations during the transition of
transactions under the process of investing in real estate, transform risks arising in the market,
increase liquidity and turnover of real estate (from creation to consumption). Functions performed
by financial and credit instruments in the residential real estate market are generalized, namely:
redistributive and transformational, information-protective, regulatory, accumulative. By disclosing
the essence of the concept of «financial and credit instruments for ensuring effective functioning of
the residential real estate market» the following elements are taken into account: components of the
essence (mediation of investment operations with real estate, establishing beneficial interaction
between their participants, the presence of target orientation, transformation of assets, risks and
terms), the role of financial and credit instruments in achieving the expected results from their
application in the financial and credit mechanism of investment processes management in the
residential real estate market, functions of financial and credit instruments.
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AHorauis. [IpoGiemu 3 piHaHCOBO-KPEAUTHUM 3a0€3MIEUEHHSIM YYaCHUKIB PUHKY KU TIOBOL
HEPYXOMOCTI HEraTMBHO BIUIMBAIOTh Ha (YHKIIOHYBAHHS TaKOro pUHKY N NPHU3BOIUTH [0
MOTIPIIEHHS COLIaTbHO-eKOHOMIYHOTO CEpEIOBHILA, a/KEe HACETICHHS HECTIPOMOXKHE 3310BOJIbHUTH
CBOI MEpPBHUHHI MOTpeOM — MOoTpeOu y kuTii. Pe3ynpraT HamuX IOCHIIKEHb MOKa3ald, 110 B
mporieci peasnizaiii (piHAaHCOBO-KPEIUTHUX IHCTPYMEHTIB Ha (piHAHCOBOMY PHHKY BiZOYBAa€ThCS
JIBOCTOPOHHIHN mporiec TpaHcopmarlii: 3 ogHOro 00Ky, (iHAHCOBI aKTHBH MEPETBOPIOIOTHCS IS
ixHiX eMiTeHTIB Yy (inaHcoBi 3000B’A3aHHs, 3 JApyroro — (¢iHaHCOBI 3000B’s3aHHA
TpaHCPOPMYIOTHCSl JJIsl MOKYMIIB ()IHAHCOBUX MPOAYKTIB y (piHAHCOBI akTWBH Yy (opmi mpas
BUMOTH. 3’5COBaHO, IO MiJ 4Yac BHUKOPUCTAHHSA () IHAHCOBO-KPEAUTHUX 1HCTPYMEHTIB
TpaHchopmarlisi BiOyBaeThCs 3a TaKMMH HampsMaMu: TpaHchopMalis akTHBIB, TpaHCOpMaLis
pHU3UKIB, TpaHcpopmMmalisi CTpokiB. ['0J0BHa CyTHICTh (DIHAHCOBO-KPEIUTHHMX I1HCTPYMEHTIB Ha
PHHKY JKUTJIOBOI HEPYXOMOCTI HOJISITa€ B TOMY, 110 BOHHU J03BOJISIIOTH OMOCEPEKYBATH oneparii
IIpU TIepexo/ii NPaBOUMHIB Yy MpoLeci IHBECTYBaHHS B HEPYXOMICTh, TPAaHC(HOPMYBATH PU3UKH, IO
BUHUKAIOTh HAa PUHKY, MiJABHUIIUTH JIKBIIHICTH 00iry i o0ir HepyXxoMocTi (BiJ (a3u CTBOPEHHS 10
($ha3u criokuBaHHs). Y3araabHeHO (DYHKIIII, SKi BUKOHYIOTh (DIHAHCOBO-KPEIUTHI IHCTPYMEHTH Ha
PHHKY >KHMTJIOBOI HEPYXOMOCTI, a came: Mepepo3NojiibHa 1 TpaHcopmaliiiHa, iH(popMaliiHo-
3axMCHA, PEryJsITHBHA, aKyMyJsiTUBHA. [IpH pO3KPHUTTI CYTHOCTI MOHATTS «(PiHAHCOBO-KPEIUTHI
IHCTpyMEeHTH 3a0e3nedyeHHs] e(eKTUBHOro (YHKIIOHYBaHHS PHUHKY >KHUTJIOBOi HEPYXOMOCTI»
ypaxoBaHO TaKi €JIEMEHTH: CKJIAJOBI CYTHOCTI (OMOCEpeIKyBaHHS IHBECTHIIIMHUX oOmeparii i3
HEPYXOMICTIO, HaJaro/pKEHHS BHUTIAHOI B3a€EMOJIi MK iXHIMU yYaCHUKaMH, HAsSBHICThH IIJTOBOI
CHPSIMOBAHOCTI, TpaHcpopMallisi akKkTHUBIB, PHU3MKIB 1 CTPOKIB), poJib (PIHAHCOBO-KPETUTHHUX
IHCTPYMEHTIB y JIOCATHEHHI OYIKYBAaHMX PE3yJbTATIB BIiJ 11X 3acTOCyBaHHSA y (iHAHCOBO-
KPEIUTHOMY MEXaHi3MI YINpaBliHHSA 1HBECTULIMHMMHU TIpoLlecaMM Ha PHHKY JKUTJIOBOI
HEPYXOMOCTI, QyHKII{ (piHAHCOBO-KPEAUTHUX IHCTPYMEHTIB.

KiarouoBi cjoBa: (iHaHCOBO-KpEIUTHI 1HCTPYMEHTH, PHUHOK JKHTIIOBOI HEPYXOMOCTI,
TpaHchopmarlisi, (iHaHCOBI akTHBM, (DiHAHCOBI 3000B’s3aHHSA, (QYHKLII (PiHAHCOBO-KPEIUTHUX
IHCTpYMEHTIB.

®opwmy: 0; puc.: 2; Tabmn.: 0; 616:1.: 15.

Introduction. The residential real estate market in Ukraine is characterized by complex and
contradictory financial and investment relations, and in addition to the unsatisfactory state of
financial and credit security of its participants it becomes the cause of market failure. As a result, it
leads to complex socio-economic problems that are related to satisfying the primary needs of
population — housing.

As modern practice shows, the use of financial and credit instruments to ensure the effective
functioning and development of the residential real estate market is deficient and requires some
changes, which requires a clear understanding and theoretical justification of financial and credit
instruments usage on this market.

Analysis of recent research and problem statement. Many scientists have studied the real
estate market and its tools, including: O. Voronchenko, D. Galagan, P. Gudz, S. Sharova,
V. Kovtun, O. Mukhin, K. Pavlov, V. Prokopenko, T. Vasylieva, S. Lieonov, A. Golovko,
M. Stolbova, G. Zagorodniy, G. Voznyuk, T. Smovzhenko, V. Korneiev and others. Paying tribute
to the work of scientists, it should be noted that there is no clear understanding of the essence of
«financial and credit instruments for ensuring the effective functioning of the residential real estate
market», as well as areas of development of financial and credit tools for the financial and
economic relations implementation that accompany the realization and exchange of property rights
to housing. In this regard, the study of this issue becomes relevant.

The purpose of the article is to study the economic essence of financial and credit
instruments, determine their functions and role in ensuring the effective functioning of the
residential real estate market.

Research results. The theoretical basis for the development of financial and credit tools for
ensuring the effective functioning of the residential real estate market is a correct understanding of
such toolsessence.
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We understand the residential real estate market as a complex social phenomenon, a system
of direct and indirect socio-economic, financial and credit, organizational and legal relations
between economic entities — participants of this market, whose interaction meets their individual
and collective housing needs(housing is an object of consumption and / or investment) by
reconciling different interests, which leads to the establishment of market valueand property rights
of residential real estate on the basis of balancing market conditions, combination of patterns of
commodity, financial and services market functioning as a basis for effective implementation of
economic processes (financial and investment ones, production (creation), consumption (use), real
estate exchange and management) and relevant infrastructure mechanisms that ensure functioning
of such a market [12; 13].

In our opinion the difference in views on the essence of «financial and credit instruments» is
due to their transformational content, which means the mutual transformation during
implementation of such financial assets instruments into financial liabilities and vice versa.

There is a two-way process of transformation while selling financial and credit instruments
on the financial market: on the one hand, financial assets that are the subject of such instruments are
transformed into financial liabilities for their issuers, on the other hand, financial liabilities are
transformed into financial assets in the form of rights of claim for buyers of financial products

(Fig. 1). _
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Fig. 1. Transformational content of financial and credit instruments

in the residential real estate market
Source: created by authors.
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Similarly, in case of financial and credit instruments usage by the state, for example, to
finance construction of social housing, to implement government housing programs for certain
categories of population, as a result financial institutions receive revenues for budget resources
formation due to transformation of financial assets into financial liabilities, and buyers obtain the
right to possess housing, to improve living conditions.

It should be noted that transformation occurs in several areas while the usage of financial
and credit instruments:

1) assets transformation (discussed above): the use of instruments allows to transform a
sole, physically indivisible real estate into a set of financial and credit instruments that maintain a
connection with it, and accordingly receive useful properties from it for the stakeholder, especially
the investor (for example, income stability, protection of invested funds); this reduces the market
entry threshold due to lower investment costs;

2) risks transformation — financial and credit instruments transform the risks associated
with real estate by reducing the initial deposit and its distribution between the direct (primary)
investor and financial intermediaries;

3) terms transformation — transformation of terms due to acceleration of financial
resources movement.

Kaneieva I. mentions these three types of transformations, in particular, in her research [1].

Thus, in our opinion, the main essence of financial and credit instruments of the residential
real estate market, as G. Yasynskyi [2] noted in his study, is that they allow to:

- mediate operations in the transactions transition in the real estate investing process;

- transform the risks arising in the market;

- increase the circulation liquidity and real estate turnover (from creation phaseto
consumption phase).

Given that financial assets indicate the investment objects, and financial liabilities indicate
the sources of financial capital and the its involvement conditions, in our opinion, approaches based
on the identification of financial and credit instruments as these specific means of social activity are
not legitimate [14; 15]. Financial and credit instruments only outline the scope of their use.
Accordingly, it can be argued that such instruments mediate the process of investing financial
capital, namely the emergence of financial assets and financial liabilities of counterparties in the
process of attracting investment resources in the financial segment of the residential real estate
market. It should be noted that not all types of financial and credit instruments are based on
financial assets in the classical sense of this term (as free funds invested in a financial instrument
and the right to receive future monetary income).

Generalization of researches on the role and importance of financial and credit instruments
[3; 4] to ensure the effective functioning of the real estate market in general and residential real
estate in particular allows us to highlight the list of financial and credit instruments functions:

- redistributive and transformational function, which consists in the distribution of
investment flows by volume and time through the use of financial resources to finance investments
in creation and acquisition of real estate and related rights;

- informational and protective function, which means that financial and credit instruments
implement legal protection mechanisms aimed at redistributing risks and transaction costs
associated with a high level of information asymmetry needed to make effective investment
decisions in the residential real estate market, which contributes high probability of opportunistic
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behavior of market participants;

- regulatory function, which includes the ability of financial instruments to ensure the
effective functioning and development of the residential real estate market, or to curb the
emergence and manifestation of negative trends in its development, due to the fact that «financial
and credit instruments, mediating cash flows, affect on the one hand, on their availability from the
borrower’spoint of view, on the other hand they affecton directing attractiveness in the sphere of
real estate circulation from the investor’s point of view. Both indicators are determined by the state
of the real estate market (stable price growth attracts potential investors) and the relevant segment
of the financial market (for example, instability of banking sector as a whole negatively affects the
state of mortgage lending) and government policy (tax rates, central bank discount rate)» [3]. That
is, the availability and efficient use of financial and credit instruments determine demand and
supply in the real estate market: on the one hand, partially by turning potential demand into solvent
one, and on the other hand by activating supply through financing new real estate construction
[5; 6];

- accumulative function implies that with sufficient development of financial institutions
and use of market competition effective mechanisms, financial and credit instruments
applicationallows to accumulate significant amounts of money in the real estate market needed to
finance construction of new real estate and other society investment needs through their
redistribution by financial market into other spheres. However, it should be noted that the use of
only such tools can lead to price volatility in the real estate market (the emergence of «bubblesy)
[3; 8].

The residential real estate market is served by various types and forms of financial and credit
instruments, which naturally formalize and accelerate investment capital circulation [9; 11]. The
main financial and credit instruments of the real estate market include: credit, mortgage loan,
municipal loan, leasing, securities, derivatives, mortgage securities, real estate fund certificates.

In our opinion, when defining the concept of «financial and credit instruments for ensuring
effective functioning of the residential real estate market» following elements should be reflected:

— components of the essence, which are the mediation of real estate investment
transactions, establishing mutually beneficial interaction between their participants, target
orientation, transformation of assets, risks and terms, which allow to interpret financial and credit
instruments as a system of forms and tools for managing financial flows within investing in
residential real estate and related rights;

— the role of financial and credit instruments as an expression of the expected target
results from their application in the financial and credit mechanism for managing investment
processes in the residential real estate market, which involves intensification of market activities,
coordination and balancing of participants’ economic interests, including to minimize financial and
investment risks, as well as creation of consumer value of real estate;

— functions of financial and credit instruments as an expression of opportunities to achieve
certain goals and objectives of their use.

Generalized approaches to the interpretation of the concept «financial and credit
instruments» are presented on the Fig. 2, as well as the main components of this concept are
identified, functions and role of such tools for ensuring effective functioning of the residential real
estate market are outlined.
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Approaches to essence interpretation

financial means and methods intended

S , documents related to the emergence
for redistribution of financial resources

of the right for resources (assets)

various forms of financial liabilities legalized certificates certifying

the investment of funds or property by
their owner in order to generate income

contracts in the field of financial provision from the economic activity of others
special product (commodity, asset) component of the financial and credit
of the financial market mechanism
N Y
V ——
Components of the concept’s essence Functions
indirect transactions for the transfer accumulation redistribution
N of transactions in the process and transformation
of investing in real estate ) )
information )
and protection regulation
L assets transformation
Role
risks transformation
—’ . . . . . .
intensification of economic agents’ activity
g terms transformation

coordination and balancing of economic

achieving certain goals and objectives .
interests

> mutually beneficial interaction L] creation of consumer value
Financial and credit instruments for ensuring effective functioning
of the residential real estate market
is a system of forms and tools for managing financial flows of investment financial resources needed
for construction, repair, reconstruction, exchange, purchase and sale of residential real estate
and related rights of ownership, possession, use and disposal, as well as establishing consumer value of such
objects and rights, the purpose of which is to set up mutually beneficial interaction
and intensify activity of economic agents participating in the residential real estate market, coordination and

balancing their economic interests, minimization financial and investment risks by performing accumulative,
redistributive, transformational, regulatory, informational and protective functions.

Fig. 2. The essence of financial and credit instruments for ensuring

effective functioning of the residential real estate market
Source: created by authors.

Given the above, we propose to consider financial and credit instruments for ensuring
effective functioning of the residential real estate market as a system of forms and tools for
managing financial flows of investment financial resources needed for construction, repair,
reconstruction, exchange, purchase and sale of residential real estate and related rights of
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ownership, possession, use and disposal, as well as establishing consumer value of such objects and
rights, the purpose of which is to set up mutually beneficial interaction and intensify activity of
economic agents participating in the residential real estate market, coordination and balancing their
economic interests, minimization financial and investment risks by performing accumulative,
redistributive, transformational, regulatory, informational and protective functions.

In our opinion, the proposed approach to the financial and credit instruments definition
allows to:

1) reflect the specifics of such instruments in terms of its application in the residential real
estate market — financial flow management, which is expressed in certain features of
residential real estate and related rights as investment objects that have a certain
consumer value (utility), which obtains market evaluation through the balance of
demand and supply;

2) take into account the complexity of such instruments purpose, which is expressed in the
establishment of mutually beneficial interaction, what involves economic interests
coordination of different market participants, their balancing and risks redistribution;

3) identify the role and purpose of financial and credit instruments in the list of functions
they perform on the residential real estate market.

Investment needs of the residential real estate market are served by a significant number of
financial and credit instruments, the composition and application of which are constantly
modernized and improved depending on the development of new innovative forms and means of
managing financial flows of investment resources, changing forms of cash capital, new participants
of financial and credit relations emergence, current legal framework change, study and
implementation of different countries’ best practices etc.

The volume and structure of involved financial and credit instruments are also determined
by the general financial and economic situation in the country taking into account the needs of the
residential real estate market at a certain stage of economic development [7; 10], which determines
the importance of further research on the state and trends of financial and credit instruments for
ensuring effective functioning of the residential real estate market in the conditions of Ukraine’s
economy development.

Conclusions. The proposed approach to the interpretation of financial and credit instruments
for ensuring the effective functioning of the residential real estate market as a system of forms and
means of managing financial flows of investment financial resources and creating consumer value
of real estate and related rights (property and ownership) allows to improve the system of financial
and credit instruments, and therefore, it will simplify financial and credit transactions, formalize and
accelerate financial capital circulation, intensify investment processes. At the same time, it will
improve the residential real estate market functioning and help to solve social problems related to
housing.
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