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Introduction. The efficiency of construction and the housing market is a powerful driver of
development with a significant multiplier effect on the whole economy. In particular, in the EU, the
construction sector generates about 9% of GDP, provides 18 min. jobs primarily for small and medium-sized
businesses, creates new jobs, contributes to solving social, climate and energy problems [1]. In Ukraine, the
contribution of the construction sector to GDP does not exceed 3%, which is three times more than in the
EU.

The development of the sector is provided by various instruments, among which mortgage lending
plays an important role. This tool is especially important in markets with high unmet demand for quality and
affordable housing. Therefore, the expansion of the mortgage market is an important condition for ensuring
the stable development of the national economy. This will help to address both the social problems of
providing different segments of the population (especially young people) to meet their housing needs
through the mechanisms of the financial market, and the stability and sustainability of the financial sector
related to the construction of economic sectors. The scale of the housing issue requires proper state
regulation of the mortgage lending market to create favourable conditions for all market participants —
housing consumers, developers, lenders.

Background. Among the key problems limiting mortgage lending in Ukraine are the high cost of
credit resources, low incomes of the majority of the country's population, especially young people, gaps in
the legal protection of housing market participants, and the weak attractiveness of long-term bank lending. A
number of conflicts related to new buildings are not conducive to the development of the mortgage market,
especially in the primary housing market. And inconsistent monetary policy does not encourage banks to
expand their high-risk mortgage portfolio in the presence of more profitable consumer loans and DGFs
(Domestic Government Bonds). The problem of fragmentation of state regulation and support programs in
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the primary and secondary housing markets exacerbates weak market trends. Moving away from such
fragmentation will allow more efficient use of state support potential and targeted use of state resources.

Analysis of recent research sources and publications. Problems and prospects for the development
of mortgage lending in Ukraine were considered by the following well-known Ukrainian scientists:
L. Svystun, Yu. Dovhal [2], I. Liutyi, V. Savych, O. Kolivoshko [3], K. Borysiuk [4], A. Diachenko [5] et al.

However, the validity of government programs to stimulate the housing market through credit
instruments, which will help attract domestic investors, reduce the cost of mortgages and address other legal
and financial obstacles to the development of the mortgage market, remains insufficiently studied.

Setting objectives. The purpose of the article is to substantiate the directions of increasing the
efficiency of state support of the housing market in Ukraine and the development of mortgage lending.
Disclosure of the purpose requires the definition of trends in the formation of housing, the peculiarities of
bank mortgage lending, the specifics of the application of state incentive programs in the housing market.

Results. The housing issue remains extremely relevant to the general population. The vast majority of
the country's housing stock (70%) is built to Independence with low standards of quality, convenience,
energy efficiency. According to the Ministry of Regional Development, in Ukraine 54% of the country's
citizens live in overcrowded housing (in many EU countries it is only 2-7 %), and 39% of families have less
than the sanitary norm (13.65 m?) of living space per person [6]. That in the conditions of development of
technologies and increase of well-being has formed considerable postponed demand for new habitation or
updating of available. The construction sector does not play a proper role in shaping the country's GDP,
forming, in particular, in 2019 only 6.4% of the total output of products and services in the country and 2.7%
of GDP. Such a limited contribution of the construction sector to the economy indicates a significant
unrealized potential that needs proper government incentives. In general, it is the duty of the state, which
according to Article 47 of the Constitution, should create conditions under which every citizen will be able to
build housing, buy it or rent it [7].

The housing stock of Ukraine at the beginning of 2020 exceeded 1.01 bln.m?, reaching a record for the
entire period of independence growth of total living space by 18.1 min.m? in 2019 (Figure 1). The level of
total living space per capita reached a maximum — 24.2 m? (in 1990 — 17.8 m?, in 2014 — 22.6 m?).
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Fig.1 Dynamics of housing stock in Ukraine in 2009-2019, min.m?
Source: State Statistics Service of Ukraine [8]

Due to the aggression of the Russian Federation, Ukraine in 2014 lost almost 12% of the available
housing stock of Ukraine: all housing in the Autonomous Republic of Crimea (40.5 min.m?), two-thirds of
housing in the Luhansk region (67.9% or 37.3 min.m?) half of the housing stock of the Donetsk region
(51.1% or 52.9 mIn.m?). However, significant unmet demand, including due to forced internal migration,
contributed to the active growth of the housing stock, the growth rate of which in 2015-2019 averaged
9.0 mIn.m? per year, which is 1.5 times higher than the corresponding average growth rate before aggression
(6.0 mIin.m? on average in 2009-2013).

The downturn in the economy in 2020 reflected the high dependence of the construction sector on
changes in consumer sentiment, the purchasing power of the population and the solvency (profitability) of
business. The index of residential real estate construction fell to a record high of — 16.5%, which is largely
due to falling demand for new construction due to the pandemic and declining resources among developers
(Figure 2).
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Fig. 2 Dynamics of housing commissioning and changes in the index of residential real estate
construction in Ukraine in 2011-2020, mIn.m? and %
Source: State Statistics Service of Ukraine [9]

The commissioning of residential real estate has halved (to 5.7 mln.m? against 11.0 mln.m? in 2019).
Even taking into account the possible adjustment of this indicator, it reflects the high sensitivity of the sector
to general economic trends and requires a proactive government policy in the housing market.

The introduction of state support programs requires taking into account the current state of the market
and the peculiarities of its functioning in the country. It should be noted that residential real estate in Ukraine
is mainly privately owned, so it is advisable to regulate the housing market as widely as possible on a
commercial basis. And such instruments include mortgage lending. Figure 3 shows the main components of
the functioning of the housing market in Ukraine.

Demand for housing Ways of financing Types of market State support

for personal living accumulation and srimary regulation of building codes, prices,
i 4 . -

= purchase I - conflict resolution
for business rent with redemption secondary construction/lending for budget
funds
passive free of charge partial compensation for
mvestments mortgage loans

mortgage loan

Fig. 3 The main types of demand for housing, financing ways, markets and state support

Given the low incomes of the general population and the availability of housing for most citizens, the
demand for housing is limited due to the accumulation of the entire amount. Opportunities to receive housing
free of charge from the state or enterprise are also reduced. Budget resources are increasingly refocused on
social protection, and private enterprises, in general, do not have the practice of providing housing for their
employees free of charge. There is a higher potential for increasing the demand for housing for further
commercialization — renting, resale, passive investments to save capital. For such demand, the possibility of
purchasing housing in a short time is relevant, which will increase the possibility of obtaining income from
such investments. For such purposes, government support for mortgage lending can be a significant impetus
for both the credit and housing markets.

Mortgage lending is still inaccessible to the general population due to the high cost of housing and the
cost of servicing such loans. The average size of new loans ranges from UAH 485.4 ths. (July 2019) to
UAH 761.0 ths. (November 2020) (Figure 4).

However, rising average monthly wages are expanding the effective demand for mortgages.
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Fig. 4 Dynamics of the average size of a new mortgage loan in Ukraine in 2018-2020, ths. UAH
Source: National Bank of Ukraine [10]

Thus, the average mortgage loan in December amounted to UAH 702 ths., which if repaid in equal
instalments over 10 years (120 months), the monthly payment on the body of the loan would be
UAH 6.2 ths. The average monthly salary in December 2020 increased to UAH 14.7 ths. In the case of
sustainable economic growth and job retention, servicing such a loan does not seem to be critically
burdensome.

According to the National Bank of Ukraine (NBU), in July—September 2020, in banks the demand for
mortgages among the population, especially among young people, increased by a record. Banks informed the
NBU that in December 2020 they issued 743 mortgage loans worth UAH 521 min., and in 2020 as a whole —
by UAH 3.8 bin., which is 36% more than in 2019 (Figure 5).

3758 min.UAH of mortgage loans in 2020, including: 497
548 min.UAH - primary market
3210 min.UAH - secondary market

primary market Il secondary market s total

Fig. 5 Volumes of mortgage lending in the primary and secondary markets in Ukraine in 2020,
min. UAH
Source: National Bank of Ukraine [10]

An important factor in such dynamic growth in demand is the reduction of interest rates on mortgage
loans.

Also, the domestic mortgage market is excessively concentrated, and almost 88% of new transactions
amount to UAH 3.3 bin. concluded only five banks. A feature of mortgage lending in the country is the
dominance of transactions in the secondary market, which accounts for almost 85% of new mortgages. In the
regional context, the largest number of mortgage loans was issued: in Kyiv — 1.5 ths. agreements worth
UAH 1.4 bin. (37% of the total amount), in Kyiv region — 646 agreements worth UAH 605.1 min. (16% of
the total amount), in Kharkiv region — 617 contracts for a total amount of almost UAH 296 min (8%), in
Lviv region — 345 contracts for a total amount of UAH 240 min. and in Dnipropetrovsk region — 388
contracts for a total amount of UAH 192.6 min.
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Ukraine implements a number of state programs in the housing market, which have the following
problems: limited allocation of resources for programs; the ambiguity of conditions of participation in
programs; narrow target (departmental) orientation; the short period of action; high official and unofficial
price of participation in the program; inconsistency of responsibility of program participants.

In particular, the current State program for providing youth with housing for 2013-2023 [11] is
designed for 10 years, but since 2015 the state budget does not provide for its implementation, and partial
funding is provided within separate local budgets. In general, the State Youth Housing Fund implements
housing programs in 7 areas: loans from the authorized capital; loans for IDPs (Internally Displaced Persons)
and Participants in hostilities (Joint Forces Operation); affordable housing; preferential youth lending;
cheaper mortgages; partial compensation and lending to condominiums [12]. In particular, in the direction of
cheaper mortgages for 2012-2020 compensations of UAH 484 min. were paid, of which UAH 34.5 min. in
2020. And under the program "Affordable Housing” in 2010-2020 from the state budget financed
UAH 897 min., a third of which — in 2019 (UAH 347 min.), and from the local UAH 81.7 min. (of which
UAH 54.2 min. — in 2019-2020).

Limited and uneven funding under the budget program KPKVK 2751190 "Providing state support for
the construction (purchase) of affordable housing" is considered among the key obstacles to achieving the
goals of the program. This is analysed in more detail in the report of the Ministry of Regional Development
of Ukraine [6]. The positive effect of state support programs is the involvement of citizens' own resources in
the construction industry.

Given the experience of developed countries, the best example of finding a domestic investor may be
to expand the availability of mortgages, which primarily depends on the cost of resources: the NBU discount
rate and market rates on deposits. Since, as of today, the discount rate of the NBU is 6.5%, and rates on
hryvnia deposits of the population have dropped to 7-9% per annum, the mortgage rate of 7-9% per annum
may become a reality.

It is also necessary to provide legal protection for the two parties to the loan agreement — the investor
and the lender. To protect the rights of the investor, it is necessary to provide the depositor with housing in a
timely manner, and to protect the rights of the creditor there is a need to regulate the acquisition of property
rights by the investor only on full repayment of the loan. That is, in a contractual manner to protect the
investor (consumer) from the problems of long-term construction. On the way to overcoming all obstacles,
the mortgage needs to be completely "reboot”, and the main task of the Government is to create legal
conditions and a transparent mechanism for all players in the real estate market.

The active policy of the Government on the renewal of affordable lending programs, including
mortgages, has significant stimulating potential and corresponds to the one set in 2004. The purpose of
creating a national system of mortgage lending — the formation of effective market mechanisms to attract
long-term financial resources that reduce the cost of mortgage loans for individuals and businesses and
increase lending time [13]. In particular, the new program "Affordable Mortgage"”, which is implemented
through the Fund for Entrepreneurship Development (Fund) under the program "Affordable loans" 5-7-9%
"[14]. An important condition of the new mortgage program is that it provides simplified access to the target
audience to purchase housing in the primary and secondary market. Among the planned parameters of such a
program — up to UAH 5 bin. of loans for 5 thousand families.

On the positive side, there is a greater systematization and amendments to regulations that will ensure
the practical implementation of the declared initiatives. In particular, it concerns the Cabinet of Ministers
resolutions "Some issues of reducing the cost of mortgage loans" [15], "On approval of the Procedure for
providing financial state support to small and medium enterprises" [16], "On approval of the Procedure for
using state budget funds for ensuring the functioning of the Fund for Entrepreneurship Development “[17].

The updated procedure for reducing the cost of mortgage loans determines the conditions, criteria and
mechanism for reducing the cost of mortgage loans due to financial state support of borrowers. In particular,
this Procedure clearly states who can become a "borrower" and defines the relevant criteria; which means:
members of the borrower's family; under persons in need of improved living conditions; under a mortgage
loan; under the loan agreement; under the subject of the mortgage; under the regulatory area of the subject of
the mortgage; under a mortgage lender. Defining all these definitions will allow the Borrower to prevent
possible additional requirements from authorized banks when receiving financial state support provided by
the Fund, which approves a program to reduce the cost of mortgage loans. The provision of state support
provided for by this Procedure may be carried out together with state support, which may be provided in
accordance with the legislation by local state administrations and local self-government bodies at the
expense of local resources.
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State support is provided within the funds received by the Fund, provided in the state budget, in the
form of:

1) partial compensation by the Fund of the interest rate on mortgage loans provided to borrowers for
the purpose specified in paragraph 4 of this Procedure, and meet the criteria specified therein;

2) provision by the Fund of guarantees to authorized banks to ensure the fulfilment of obligations
under mortgage loans provided to borrowers.

The declared parameters of mortgage lending, in particular: the maximum loan amount — UAH 2 min.,
loan term — 240 months, down payment — not less than 15%, service rate not more than 7%, will expand the
range of participants while maintaining positive dynamics of income growth and maintaining an adequate
price for housing. World practice shows that the development of construction is focused on solving
environmental and energy problems. Therefore, state support for housing construction in Ukraine should take
into account and support modern construction innovations that will mitigate the negative impact of the sector
on the environment.

Conclusions. Mortgage lending is an important tool for addressing the national issue of providing
citizens with quality and affordable housing. However, today most mortgage lending programs are aimed at a
narrow market segment, the recovery of which has little real growth potential.

Public housing policy requires comprehensiveness and the introduction of long-term financing
mechanisms for the purchase/construction of housing. Deferred demand for housing requires a multiple
increase in investment in construction and raising funds for this purpose, credit and budgetary resources. The
growing trend of commercialization of housing acquisition actualizes the use of mortgage lending in the
housing market.

The priority is to ensure the growth of income and solvency of the general population as a basic
condition for the effective functioning of the housing market and the mortgage market. An important task
remains the harmonization of a wide range of state housing programs, ensuring the effectiveness of their
implementation. Government initiatives to reduce mortgage rates to 7% per annum and up to 5% per annum
and create legal conditions and a transparent mechanism for real estate market participants have significant
potential to "reset" the mortgage market, increase and accelerate the commissioning of quality housing,
stimulate construction and economy in general. Such programs are directly important both in the context of
achieving the direct goals of increasing mortgage lending, and identifying the conditions for the functioning
of the housing market and competitive tools for its development.

Considerable attention should be paid to the issue of supporting innovations in construction, which
have a high potential to reduce energy consumption in the construction and operation of housing, optimizing
the use of resources. There are requires additional research on the taxation of mortgage market participants.
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IOpkiB Hapin fpocnaBiBHa, 3aciyxeHHii €KOHOMICT YKpaiHH, IOKTOp €KOHOMIYHHX HayK,
npodecop. HarionanbHuil 1HCTHTYT cTpareriyHux mgociijpkeHsb. JlyopoBin Ouexcanap BiraailioBuu,
KaHAUIaT eKOHOMIYHMX Hayk, mepmmid 3acTymHuk ['omoBu IlpaBninas Ab «YKPI'A3BAHKY. JlaBuaeHko
Cepriii BacumiboBH4Y, KaHIHIAT CKOHOMIYHHMX HayK, [IOICHT, ekcrepr. /lepxaBHa miaTpumka
iMOTEeYHOro KpeAWTYBaHHSl K YMOBa 3a0e3Ne4YeHHs] CTiHKOIro PO3BHTKY HaliOHAJIbHOL
€KOHOMIKH. PO3MIIIHYTO TMTaHHA AEp)KaBHOI MMIATPHMKM IMIOTEYHOTO KpPEOUTYBaHHA B YKpaiHi sK
IHCTPYMEHTY CTHUMYJIOBAHHS PHHKY JKMTJA, PO3MIMPEHHS MOXJIMBOCTEH MIMPOKOTO KOJa TPOMAJISH st
BHPIMIECHHS XKUTIOBUX MOTPeO 1 3a0e3meueHHs cTabiIbHOTO PO3BUTKY HAIllOHAIBHOI EKOHOMIKH. 3a3HAYCHO
30epekeHHs] (ParMEHTapHOCTI JepXKaBHOI JKUTIOBOI MOJITHKH Ta PI3HUX I1HCTPYMEHTIB JepKaBHOI
MITPUMKHA YYaCHUKIB PHUHKY JKHTIA. AKIICHTOBAaHO yBary Ha 3HAYHOMY HEpealTi30BaHOMY IOTCHITIai
ceKkTopa OymiBHHUIITBA, BHECOK SKOTO y BITUM3HSIHY €KOHOMIKY BTPHYI MEHIIHH 3a CEPEIHbOEBPOIICHCHKUH.
[IpoananizoBaHo cTaH 1 JOWHAMIKY JXHUTIOBOrOo QoHAY YKpaiHu, po30ymoBa KOTPOTO 3aJUILAETHCS
BHCOKOYYTIIMBOIO 10 3MiH B ekoHowmili. [lizkpecneHo 30epexeHHs! mpobjaeMu HEAOCTYMHOCTI iMOTEeYHOro
KpeAUTYBaHHS JIJIs ITUPOKUX BEPCTB HACETICHHS, KA ITOM AKIIYEThCS K PUHKOBUMH PillIEHHSAMH OaHKIB MPO
3HW)KEHHS peajbHUX CTAaBOK 3a IMOTEKOI0, TaK H iHINIaTHBAaMU Jep)KaBU LIOAO 3allpOBaKCHHS Ta
BJOCKOHAJICHHIO MpPOrpaM MO TOCTYMHHUX KpemuTax Ta >KUTIY. IlpoaHami3oBaHO MpPaKTUKY AEPKaBHHX
MporpaM Ha PHHKY JKUTJIA K 3a3HaueHO 30epeKeHHs MpoOsieM ix edeKTHBHOI peajizallii, cepes KOTPUX
OOMEXEHICTh 1 HeCTaOUIbHICTh (DIHAHCYBAaHHS, HEOJHO3HAYHICTH YMOB y4acTi, By3bKa I[iIbOBa
CHPSIMOBAHICTh, HEY3TOMKEHICTh BIAMOBINANBHOCTI YYacHHKIB TporpamMu. Bu3HaueHO 0COOIMBOCTI
MMOTOYHOTO 1MMOTEYHOTO KPEAUTYBaHHS, cepell SKUX HApOIIEHHS HOBHX IMOTEYHUX KPETUTIB, JOMIHYBaHHS
YroJl Ha BTOPHUHHOMY pPHHKY, OOMEXeHa KUIBKICTh OaHKIB KPEAWTOPIB IMOTEKH, HAMAHHS IMOTECYHHX
KpEIUTIB Ha KOPOTKUH mepioa. Po3risHyTo HOBI iHIIiaTMBU BJagdl IMOJO CTHUMYJIIOBaHHS iMOTEYHOTO
KpEIUTYBaHHS, Cepell MO3UTHBHUX AacleKTiB KOTPUX 3a3HAYCHO MPIOPUTETHICTh 3HMXKEHHS BiJCOTKA
00CITyrOByBaHHS TTO3WK, TapMOHI3AIII0 BIAMOBITHUX HOPMATHUBHO-TIPABOBUX AaKTiB, YTOYHCHHS TOPSIKY
y4dacTi. 3ampoIOHOBAaHO 3aCTOCYBaHHS CHCTEMHOTO TIIXOAYy 1O pO3poOJIeHHS MporpaM JAep>KaBHOI
MIATPUMKH, SIKI IPYHTYBaTUMYTbCS Ha TIpIOpUTETaxX CTHMYJIOBAaHHAM 3pPOCTaHHS JOXOHIB Ta
IJIATOCTIPOMOYKHOCTI IIUPOKUX BEPCTB TPOMAJISH 1 3aIydeHHS 10 IPOrpaM iHHOBAIIMHUX 320y TOBHHUKIB.

Knwwuogi cnoea: nepkaBHa TIATPUMKA, IMOTEYHE KPEAMTYBAaHHS, KUTIOBHH (DOHJ, PUHOK JKHUTIA,
BiJKJIaJICHUH TOTHNT, cTablIbHUI PO3BUTOK, A€pPKaBHA MTPOrpama.
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https://bank.gov.ua/admin_uploads/article/Ipotechna_statystyka_reliz_2020-02-15.xlsx?v=4
https://zakon.rada.gov.ua/laws/show/967-2012-%D0%BF#Text
https://www.molod-kredit.gov.ua/zhytlovi-prohramy/zdeshevlennia-ipoteky
https://www.kmu.gov.ua/npas/7871474
https://www.kmu.gov.ua/news/minfin-derzhavna-programa-dostupna-ipoteka-7-dlya-shirokogo-kola-gromadyan-ukrayini
https://www.kmu.gov.ua/news/minfin-derzhavna-programa-dostupna-ipoteka-7-dlya-shirokogo-kola-gromadyan-ukrayini
https://zakon.rada.gov.ua/laws/show/63-2021-%D0%BF#n12
https://zakon.rada.gov.ua/laws/show/28-2020-%D0%BF#Text
https://zakon.rada.gov.ua/laws/show/29-2020-%D0%BF#Text
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Yurkiv Nadiia, Doctor of Sciences (Economics), Honoured Economist of Ukraine, Professor.
National Institute for Strategic Studies. Dubrovin Oleksandr, PhD (Economics), First Deputy Chairman of
the Board of JSB «UKRGASBANKY>». Davydenko Serhii, PhD (Economics), Associate Professor, Expert.
State Support of Mortgage Lending as a Condition for Ensuring Stable Development of the National
Economy. The issues of state support of mortgage lending in Ukraine as a tool to stimulate the housing
market, expand the opportunities of a wide range of citizens to meet housing needs and ensure the stable
development of the national economy are considered. The fragmentation of the state housing policy and
various instruments of state support for housing market participants are noted. Emphasis is placed on the
significant unrealized potential of the construction sector, whose contribution to the domestic economy is
three times smaller than the European average. The state and dynamics of the housing stock of Ukraine, the
development of which remains highly sensitive to changes in the economy, are analysed. The problem of
inaccessibility of mortgage lending for the general population is emphasized, which is mitigated both by
market decisions of banks to reduce real mortgage rates and government initiatives to introduce and improve
programs for affordable loans and housing. The practice of state programs in the housing market is analysed
and the preservation of problems of their effective implementation is noted, including limited and instability
of financing, the ambiguity of participation conditions, narrow target orientation, the inconsistency of
responsibility of program participants. The peculiarities of the current mortgage lending are determined,
among which the increase of new mortgage loans, the dominance of agreements on the secondary market,
the limited number of mortgage lending banks, the provision of mortgage loans for a short period. New
government initiatives to stimulate mortgage lending are considered, among the positive aspects of which is
the priority of reducing the % of loan servicing, harmonization of relevant regulations, clarification of the
procedure for participation. It is proposed to apply a systematic approach to the development of state support
programs, which will be based on priorities by stimulating the growth of incomes and solvency of broad
sections of citizens and the involvement of innovative developers in programs.

Keywords: state support, mortgage lending, housing stock, the housing market, deferred demand,
stable development, the state program.
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