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Abstract
The influence of the interest policy of the National Bank of Ukraine on the dynamics of lending to non-financial corporations 

during the period of using the monetary regime of fixed exchange rate and inflation targeting is considered. It has been proven, that 
the use of the symmetric corridor of the interest policy of the National Bank of Ukraine has a negative effect on the volume of lending 
to non-financial corporations, since high rates on deposit certificates of the National Bank of Ukraine create a risk-free and highly 
profitable instrument for the placement of bank assets, which discourages lending to the real sector of the economy. The absence of 
a connection between the interest rate policy and the dynamics of the consumer price index and the money supply during the period 
of inflation targeting is substantiated, which made it possible to prove the low level of effectiveness of the chosen monetary regime.

The aim of the article is to study the problems of bank lending to non-financial corporations of Ukraine in the conditions of 
inflation targeting and to develop proposals for its stimulation, taking into account foreign experience.

Methods. The methodological basis of the work is the dialectical method of cognition, the position of the theory of monetary 
policy and credit. The work uses methods of economic and mathematical statistics and methods of correlation analysis to analyze the 
features of lending to non-financial corporations and the impact of inflation targeting on the dynamics of bank lending; generaliza-
tion methods for formulating research conclusions.

Results. The monetary regime of inflation targeting is quite often recommended by the International Monetary Fund for 
implementation in countries with emerging markets as a basic set of central bank tools for regulating inflation and ensuring price 
stability. However, in conditions of import dependence of the national economies of countries with emerging markets, in addition 
to changes in the money supply and credit activity of banks, the dynamics of export-import operations and the volume of official 
reserve assets, which determine the level of the exchange rate, have a decisive influence on the dynamics of the consumer price 
index, and it, in turn, determines the level of prices for imported goods and services. Neglecting the non-monetary factors of supply 
inflation during the implementation of the interest policy leads to the limitation of bank lending to non-financial corporations, which 
in turn reduces the ability of enterprises to increase capital investments at the expense of bank loans, as well as to develop domestic 
production with high added value and to implement the policy of import substitution. Therefore, for this purpose, it is necessary to 
use the asymmetric corridor of the central bank’s interest policy and stimulate targeted bank lending to non-financial corporations.

Keywords: lending to non-financial corporations, inflation targeting, interest rate policy, consumer price index, money supply.
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1. Introduction
Bank lending to non-financial corporations in countries with emerging markets is one of the 

main resources for stimulating economic growth, and therefore regulation of its dynamics and quality 
is extremely important for ensuring the effectiveness of macroeconomic policy. At the same time, 
the monetary regime of inflation targeting does not provide sufficient flexibility of actions to the 
central banks of countries with emerging markets, because it involves the use of interest rates to reg-
ulate the amount of money supply in the country and credit activity of banks. However, in countries 
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with emerging markets, the size of the money supply and the credit activity of banks are not always 
decisive when setting prices for goods and services, because quite often in such countries, inflation 
of supply, which is determined by the cost of critical imported goods, is not dominated by demand 
inflation. Therefore, efforts to achieve price stability by limiting the growth of the money supply and 
reducing the credit activity of banks leads to stagnant processes in the economy and the accumulation 
of risks of economic crisis in the future.

Thus, the issue of the effectiveness of using the monetary regime of inflation targeting is 
relevant in countries with developing markets from the point of view of the need to combine tools 
for achieving price stability and tools for stimulating economic growth, in particular lending to 
non-financial corporations.

A number of Ukrainian scientists have devoted their works to the problems of lending to the real 
sector of the economy and the role of monetary policy in the development of lending to non-financial 
corporations, in particular such as: Verbytska V., Bredykhin V. [1] where the peculiarities of the credit 
policy of banks regarding lending to small and medium-sized businesses are analyzed and the nega-
tive impact on lending dynamics of high interest rates is substantiated; Glushchenko V., Sadova G. [2], 
the problems of crediting non-financial corporations were investigated and it was proved, that the low 
level of creditworthiness of the borrower requires a change in the credit policy of the state in order to 
minimize credit risks; Dzyublyuk O. [3]; Zabchuk, G. [4], the mentioned authors singled out the main 
factors of the slowdown in the development of lending to non-financial corporations in countries with 
emerging markets, and in particular in Ukraine, among which it is worth noting the inefficient inter-
est policy of the central bank, which provides for setting high interest rates on certificates of deposit, 
which discourages bank lending to the real sector; Ivanets I., Zholnerchyk H. [5]; Korneev V. [6], who 
substantiated that one of the main factors that determine the dynamics of lending to business entities is 
the resource provision of banks and monetary conditions that determine the price of credit resources for 
both banks and non-financial corporations. At the same time, Dzyublyuk O. [7],. Matrosova L, [8], Pa-
sichnyi M. [9], Khokhych D. [10] note the low level of effectiveness of the central monetary policy in the 
context of credit market regulation, because the monetary regime of inflation targeting quite often leads 
to unjustified growth interest rates on bank loans, and also increases the interest of banks in placing their 
assets in government securities and certificates of deposit.

As for foreign researchers, the study of the effectiveness of the monetary regime of inflation 
targeting at various stages of the economic cycle is a fairly relevant research issue. Thus, in partic-
ular [11] in an in-depth empirical study of macroeconomic data of 54 countries, 15 of which use the 
monetary regime of inflation targeting, notes that inflation targeting has a positive effect on price 
dynamics only during the period of crisis phenomena in the economy. That is, according to the author, 
inflation targeting has only an anti-crisis effect on the price level, but at other stages of the economic 
cycle, inflation targeting has no connection with either price dynamics or production dynamics. The 
work [12] concluded, however, that inflation targeting reduces the probability of financial crises, 
however, no attention was paid to the impact of inflation targeting on the level of production, lending 
and GDP growth, because the absence of crises under conditions of economic stagnation cannot indi-
cate the effectiveness of the monetary regime. A significant contribution to the study of the peculiari-
ties of the monetary regime of inflation targeting and its impact on the price level and GDP was made 
by the work [13], where the effectiveness of inflation targeting in the small open economy of Turkey 
was investigated using the neo-Keynesian DSGE model and it was proved, that in crisis conditions 
and in the stages of post-crisis recovery economy, the main macroeconomic indicator is the exchange 
rate, and the main instruments of the central bank are instruments of exchange rate policy. Such con-
clusions indicate that in small open economies, inflation targeting is an ineffective monetary regime.

The expediency of using a flexible monetary regime of inflation targeting in view of the 
need to stimulate production by increasing bank lending to non-financial corporations is discussed 
in works [14–16], where the authors prove the importance of the active role of the central bank in 
the development of the economy by increasing credit activity.

However, unsolved parts of the problem of bank lending to non-financial corporations remain 
the issues of credit development in the conditions of the implementation of the monetary regime of in-
flation targeting in Ukraine, which limits the credit activity of banks in order to achieve inflation goals.
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The aim of the article is to study the problems of bank lending to non-financial corporations 
of Ukraine under conditions of inflation targeting and to develop proposals for its stimulation, tak-
ing into account foreign experience.

2. Materials and Methods
The methodological basis of the work is the dialectical method of cognition, the position of the 

theory of monetary policy and credit, as well as the practice of monetary regulation of the economy of 
countries with developing markets. In order to analyze the problems of using the monetary regime of 
inflation targeting in the context of the development of bank lending to the real sector of the economy, 
the analytical data of Ukraine was chosen, as a country that in 2014 implemented a number of rec-
ommendations of the International Monetary Fund regarding the transformation of monetary policy 
and the introduction of the monetary regime of inflation targeting, despite structural imbalances in 
the economy and a high level of its import dependence. An analysis of the Ukrainian experience of 
inflation targeting is particularly relevant in view of Ukraine’s participation in a full-scale war with 
the Russian Federation and large-scale economic losses. Therefore, in order to study the influence of 
the interest policy of the National Bank of Ukraine on the dynamics of bank lending to the economy, 
methods of economic and mathematical statistics and methods of correlation analysis were used, 
which made it possible to determine the relationship between the dynamics of interest rates for active 
and passive operations of the central bank, as well as between the volumes of provided refinancing 
loans and funds, raised for certificates of deposit, and the dynamics of bank lending to non-financial 
corporations. Generalization methods were also used to formulate research conclusions and proposals 
for improving the central bank’s monetary policy instruments.

3. Results
Bank lending to non-financial corporations in Ukraine has always been one of the main 

drivers of the economic growth, however, due to the low level of capitalization of domestic banks, 
the short-term resource base and miscalculations in the monetary policy, the volume of lending was 
not sufficient for the formation of a strong economy.

The role of bank lending to non-financial corporations in Ukraine can be traced thanks to a 
comparison of indicators of the total amount of loans, granted to economic entities in terms of cur-
rencies, the share of bank loans in capital investments of enterprises, as well as the ratio of loans, 
granted to economic entities to the gross domestic product (Fig. 1, 2).

Fig. 1. Dynamics of loans, granted by banks to non-financial corporations in the national 
currency, the share of loans in capital investments and the ratio of loans, granted to non-financial 
corporations, to the GDP of Ukraine in 2002-2021. Calculated by the author based on the data of 

the National Bank of Ukraine and the State Statistics Service of Ukraine [9]
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Fig. 2. Dynamics of loans, granted by banks to non-financial corporations in the foreign 
currency, the share of loans in capital investments and the ratio of loans, granted to non-financial 
corporations, to the GDP of Ukraine in 2002–2021. Calculated by the author based on the data of 

the National Bank of Ukraine and the State Statistics Service of Ukraine [9]

The data in Fig. 1 show that the slowdown in the rate of growth of lending by banks to 
non-financial corporations in the national currency led to a decrease in the ratio of loans, granted 
to non-financial corporations, to the GDP of Ukraine and to a decrease in the share of bank loans in 
capital investments of financial corporations. At the same time, the data in Fig. 2 indicate a higher 
level of connection between the dynamics of loans, granted in the foreign currency, and indicators 
of the ratio of loans to the GDP and the share of bank loans in capital investments of non-financial 
corporations, in particular, the correlation coefficient between the volume of bank loans to non-fi-
nancial corporations in the foreign currency and the ratio of bank loans to the GDP is 0.8746 (Ta-
ble 1), and the correlation coefficient between the volume of bank loans to non-financial corpo-
rations in the foreign currency and the share of bank loans in capital investments of non-financial 
corporations is 0.6318, while for loans in the national currency the value of correlation coefficients 
have the form 0.2041 and –0.1696, respectively.

In our opinion, such a high level of connection between the dynamics of loans, granted 
by Ukrainian banks to non-financial corporations in the foreign currency, is connected with the 
long-term stability of the national currency exchange rate, because the stability of the exchange 
rate allowed banks and non-financial corporations to expand their business planning horizons 
for 1–2 years ahead. Moreover, the stability of the national currency rate contributed to the de-
velopment of lending to non-financial corporations in the foreign currency by banks with foreign 
capital, which had a high level of capitalization and high standards of risk management. On the 
other hand, Ukrainian non-financial corporations, engaged in foreign economic activity, used 
loans in the foreign currency to finance export-import operations, including for the purchase of 
fixed assets.

The deterioration of exchange rate stability had a negative impact not only on the dynamics 
of bank lending to non-financial corporations and in the foreign currency, but also on the dynamics 
of the ratio of bank loans, granted to non-financial corporations, to the GDP (Fig. 3).

The data in Fig. 3 make it possible to confirm the thesis that currency stability is the 
basis for the development of lending to non-financial corporations in Ukraine, because as ev-
idenced by the data during the financial and economic crisis of 2008–2009, the devaluation of 
the hryvnia was accompanied by a decrease in the share of bank loans in capital investments 
of non-financial corporations, and starting from 2010, the ratio of bank loans to Ukraine’s GDP 
began to decrease.
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For the sake of fairness, it should be noted, that the volume of bank lending in the foreign 
currency to non-financial corporations as of 2008 reached 52 % of the total credit portfolio of 
economic entities [11], which, without proper risk hedging, increased the negative effect of de-
valuation on the activity of banks ( an increase in deductions to reserves for credit operations, 
and therefore an increase in losses, as well as the bankruptcy of Ukrprombank and others), as 
well as on the activities of non-financial corporations (lending restrictions). At the same time, 
the restoration of currency stability in 2010 contributed to the restoration of bank lending and 
the maintenance of high values of the ratio of bank loans, granted to non-financial corporations, 
to the GDP (Fig. 2, 3).

However, the introduction of the inflation targeting regime and the use of a floating ex-
change rate starting in 2014 led not only to a decrease in the ratio of bank loans, granted to non-fi-
nancial corporations, to the GDP and the share of bank loans in capital investments of non-financial 
corporations, but also destroyed the conditions for the recovery of lending to business entities after 
the crisis of 2014–2016.

The inflation targeting regime, introduced by the National Bank of Ukraine, provides for 
two key changes in the monetary policy: first, the establishment of a target guide for the consum-
er price index as a key indicator of macro-financial and macroeconomic stability; secondly, the 
use of key interest rates of the National Bank of Ukraine as the main instrument of the monetary 
policy. That is, since 2014, interest rates on active (rates on refinancing loans) and passive (rates 
on deposit certificates) operations became the main instrument of the monetary policy, with the 
help of which the National Bank of Ukraine began to regulate the volume of the money supply, 
the credit activity of banks and the dynamics of the consumer price index. At the same time, 
during the implementation of the inflation targeting regime in 2014 and for the next seven years, 
the National Bank of Ukraine did not take into account the origin, causes and type of inflation, 
which are critically important measures to ensure the effectiveness of the monetary regime, in 
the inflation targeting process.

Thus, taking into account the fact that the national economy is dependent on export-im-
port operations (the coefficient of openness of the economy (export + import/GDP) ranges from 
85–98 %), it is the price of imports and the receipt of foreign exchange earnings from exports that 

 

 
 

  
Fig. 3. Dynamics of the hryvnia exchange rate, the share of bank loans in 
capital investments of enterprises and the ratio of bank loans, granted to 

non-financial corporations, to the GDP of Ukraine in 2002–2021. Calculated 
by the author based on data from the National Bank of Ukraine [17] and the 

State Statistics Service of Ukraine [18]
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determine price trends in the country, and not the interest rate policy of the National Bank, which 
is aimed at regulating the money supply and credit activity of commercial banks. Important in 
this context is the fact that about 40 % of Ukrainian imports are energy carriers [9], the cost of 
which is included in the cost of goods and services, sold on the domestic market. Therefore, a 
sharp change in the exchange rate leads to a sharp increase in the consumer price index in the 
country, and the stabilization of the foreign exchange market is the basis of the stabilization of 
price trends (Fig. 4).

Fig. 4. Dynamics of the hryvnia exchange rate against the US dollar and the consumer price 
index in Ukraine in 2002–2021. Calculated by the author based on data from t 

he National Bank of Ukraine [19]

As shown in Fig. 4, during the financial and economic crisis of 2008–2009 and 2014–2016, 
the period of sharp devaluation of the hryvnia coincided with a sharp increase in the consumer 
price index, especially such trends were observed in 2014–2016. Therefore, with the stabilization 
of the exchange rate, the consumer price index decreases to a level below 10 %.

Taking into account the above trends and features of the inflation targeting regime, we will 
analyze the effectiveness of the interest rate policy of the National Bank of Ukraine in the context 
of its impact on the dynamics of bank lending and money supply, as well as on the dynamics of the 
consumer price index and other important macroeconomic indicators using correlation analysis. 
At the same time, we note that in order to preserve the relevance of the results, we will conduct an 
analysis for two periods of time: 2002–2013 – the period of application of the fixed exchange rate 
regime; 2014–2021 – the period when the inflation targeting regime is applied. The main tasks of 
our correlation analysis are the following:

1) to determine the impact of interest rates on active and passive operations of the National 
Bank of Ukraine on the dynamics of bank lending to non-financial corporations in national and 
foreign currencies;

2) to determine the impact of interest rates of the National Bank of Ukraine on the dynamics 
of interest rates for bank loans to non-financial corporations;

3) to determine the impact of the interest rate policy of the National Bank of Ukraine on the 
dynamics of the consumer price index and to justify the level of its effectiveness;

4) to analyze the impact of macroeconomic indicators on the dynamics of bank lending to 
non-financial corporations and on the dynamics of the consumer price index.

The results of the correlation analysis are grouped in Tables 1, 2.
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As evidenced by the data in Table 1, in the period 2002–2013, the influence of the interest 
policy of the National Bank of Ukraine on the dynamics of bank lending in national and foreign 
currencies was practically absent, because the level of correlation between the interest rates of the 
central bank and the dynamics of bank lending is extremely low, which indicates a low level of 
effectiveness of the interest rate policy of the central bank from the point of view of regulation of 
the lending market of non-financial corporations (the value of correlation coefficients (r) is lower 
than 0.4). At the same time, the amount of refinancing loans granted had a positive effect on the 
dynamics of lending to non-financial corporations in the foreign currency (r=0.9748), which indi-
cates that it was the amount of refinancing loans granted that was the stimulus for the development 
of lending, not the interest rate. In addition, it is worth noting the significant relationship between 
the discount rate and the consumer price index (r=0.9381), which, at first glance, indicates the 
effectiveness of the interest policy. However, an increase in the discount rate and interest rates on 
refinancing loans, both in theory and in practice, should have an inversely proportional relationship 
with the dynamics of the consumer price index, and this indicates that the change in the discount 
rate by the National Bank of Ukraine occurs as a reaction to the change in inflation, not the reaction 
of inflation to a change in the interest rate. There is a much higher level of connection between the 
interest rates of commercial banks on loans to non-financial corporations and the money supply, 
while such a connection is inversely proportional, which indicates that when the interest rates on 
loans of commercial banks increase, the volume of the money supply increases. In turn, the dy-
namics of the money supply has a significant relationship with the dynamics of bank lending to 
non-financial corporations in national and foreign currencies (r=0.9886 and 0.8084, respectively).

As for the influence of interest rates of commercial banks on the volume of lending to 
non-financial corporations, there is a high level of connection between the weighted average in-
terest rate on bank loans to non-financial corporations in the foreign currency and the dynam-
ics of loans in the foreign currency (correlation coefficient r=–0.6379) and national currencies  
(r=–0.9011), which is quite natural. There is also a high level of connection between the rates on 
loans in national and foreign currency and the share of bank loans in capital investments of non-fi-
nancial corporations. Also, interest rates on loans in the foreign currency determine the ratio of 
loans, granted by non-financial corporations, to the GDP, which confirms our theses that a higher 
share of loans in the foreign currency in the loan portfolio of banks determines the dynamics of 
lending to non-financial corporations in 2002–2013. And the dynamics of loans to non-financial 
corporations in the foreign currency and the national currency is determined by the dynamics of 
export-import operations (correlation coefficients of 0.8502 and 0.8879, respectively), which deter-
mine the dynamics of Ukraine’s GDP.

n addition, it is worth noting, that the dynamics of the money supply, which determines the 
dynamics of lending to non-financial corporations, depends on such factors as the dynamics of 
the hryvnia exchange rate (r=0.8245), the dynamics of the volume of deposits, attracted by banks 
(r=0.9992), the dynamics of exports (0.8988) and imports (0.9203) of goods, dynamics of official 
reserve assets (0.5757). In turn, the dynamics of the hryvnia exchange rate and deposits have a 
significant connection with the dynamics of loans in the national currency.

Thus, summarizing the above, we can conclude that the dynamics of the money supply and 
its value are not determined by the interest policy of the National Bank of Ukraine, but depend on 
the currency component. After all, the currency interventions of the National Bank of Ukraine, 
aimed at regulating the exchange rate, which lead to a decrease in official reserve assets, reduce the 
hryvnia money supply in the case of selling foreign currency on the foreign exchange market and 
vice versa. The increase in export revenue due to the physical increase in the export of goods or 
export prices and their sale on the foreign exchange market also has an impact on the money supply 
in the direction of its decrease, and the purchase of foreign currency to finance imports leads to an 
increase in the hryvnia money supply. Therefore, the determining factors of the regulation of the 
money supply in Ukraine and the dynamics of lending to non-financial corporations in the period 
from 2002 to 2013 were the exchange rate, official reserve assets and deposits, attracted by banks. 
At the same time, none of the analyzed indicators, except for the discount rate and the rate on refi-
nancing loans, had any connection with the dynamics of the consumer price index.
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As for lending to non-financial corporations, a decrease in the interest rate on refinancing loans 
leads to an increase in the volume of lending in the national currency (r=‒0.5737), the reaction of the 
volume of lending to the dynamics of interest rates of commercial banks on loans in the national cur-
rency is similar (‒0.6034).

Analyzing the impact of the interest rate policy of the National Bank of Ukraine on the dy-
namics of bank lending to non-financial corporations in the period 2014–2021, it is worth paying 
attention not only to the quantitative relationship, but also to the qualitative one, which character-
izes the pace of credit growth (Fig. 5).

Fig. 5. Dynamics of growth rates of loans, granted to non-financial corporations in national and 
foreign currency in 2002–2021. Calculated by the author based on data from the National Bank  

of Ukraine [17]

As the data in Fig. 5 show, starting from 2014, despite the high level of correlation between 
the interest rates of the National Bank of Ukraine and the volume of lending (see Table 2), the 
growth rates of loans, granted to non-financial corporations in the foreign currency, are negative, 
and the growth rates loans in the national currency are quite low, which, in our opinion, does not 
give a sufficient effect for expanding production, increasing capital investments, and ultimately - 
the development of the economy.

One of the main aspects of the low growth rate of loans, granted to non-financial corpora-
tions in national and foreign currency in 2014–2021, is the low quality of the NBU interest policy, 
which provides for setting high rates on NBU certificates of deposit, which has a negative effect on 
the growth rate of loans (Table 3).

ds raised (see Table 2) for NBU certificates of deposit and the dynamics of loans, granted by 
banks to non-financial corporations in the foreign currency (r=–0.6371), the dynamics of the share of 
loans in capital investments of non-financial corporations (–0.5936) and the dynamics of the ratio of 
loans to the GDP (–0.7605). Thus, using a symmetrical corridor of interest rates for active and passive 
operations as a key aspect of inflation targeting led to a violation of the banking system’s performance 
of financial intermediation functions in full, because commercial banks, attracting funds for deposits 
from the population and businesses, do not place them in the economy of Ukraine in the form of loans, 
and on deposit certificates of the central bank. Evidence of this is actually a direct relationship between 
the dynamics of deposits, attracted by commercial banks, and the dynamics of the volume of funds, 
placed on deposit certificates of the NBU (r=0.9628), i. e. the main direction of the placement of funds by 
commercial banks is not the economy, but the National Bank of Ukraine, which can be traced in Fig. 6.
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Table 3
Results of the correlation analysis of the growth rates of loans, granted to non-financial corporations, and the 
growth rates of interest rates for active and passive operations of the NBU in 2014–2021

Indicators
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Growth rate of loans granted to non-financial corporations in the national currency, % 1

Growth rate of loans granted to non-financial corporations in the foreign currency, % –0.0342 1
Growth rate of the refinancing rate, % –0.5255 0.1660 1

Growth rate of the rate on deposit certificates, % –0.6408 –0.3460 0.7984 1

Note: Calculated by the author based on data from the National Bank of Ukraine [17]

At the same time, special attention should be paid to the relationship between the dynamics of 
funAs shown in Fig. 6, the annual volume of funds, placed on deposit certificates of the National 
Bank of Ukraine, began to grow significantly after the introduction of inflation targeting in 2014. 
Moreover, in 2020–2021, the volume of funds, placed on deposit certificates of the NBU during the 
year, exceeded 10 trillion hryvnias, which is a paradoxical phenomenon in the conditions when the 
state’s economy is turning into a commodity appendage of the developed countries of the world. 
Analyzing the amount of funds, placed on deposit certificates of the NBU, it is necessary to under-
stand that UAH 10 trillion characterizes the turnover of funds on deposit certificates, because the 
lion’s share of such funds are overnight deposits.

This design of the monetary policy of the National Bank of Ukraine is based on the ex-
ample of the European Central Bank and other countries that use the inflation targeting regime, 
the basis of which is a symmetrical corridor of interest rates for active and passive operations of 
the central bank. However, in our opinion, the quality of monetary policy and macroeconomic 
conditions for the formation of inflationary trends were not taken into account when learning 
from the experience of leading central banks regarding the implementation of the inflation tar-
geting regime.

Thus, the European Central Bank, when conducting the interest rate policy, focuses not 
only on changing inflationary trends, but primarily on stimulating lending to the real sector of the 
economy in general, and non-financial corporations in particular (Table 4).

Table 4
Results of the correlation analysis of the interest rate policy of the ECB and loans, granted to non-financial 
corporations 

Indicators of bank lending and 
ECB interest rates

Loans granted to non-fi-
nancial corporations

ECB depos-
it rate, %

ECB key refi-
nancing rate, %

Infla-
tion, %

Money supply 
(M3), million euro

Loans granted to non-financial 
corporations, million euro 1

ECB deposit rate, % –0.7775 1
ECB key refinancing rate, % –0.7606 0.9940 1

Inflation, % –0.2250 0.5431 0.5666 1
Money supply (M3), million euro 0.9377 –0.6943 –0.6668 –0.2151 1

Note: Calculated by the author based on data from the European Central Bank [22]
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As shown in Table 4, the interest rate policy of the ECB ensures a high level of connection 
between the key interest rates for active and passive operations of the central bank and the dy-
namics of bank loans, granted to non-financial corporations, because the correlation coefficients 
of interest rates and the volume of loans are ‒0.7775 and ‒0,7606 respectively. This shows that the 
decrease in interest rates of the central bank leads to an increase in the volume of loans to non-fi-
nancial corporations. At the same time, it should be noted, that the ECB uses a negative interest rate 
on deposits (Fig. 7) in order to stimulate banks to lend, and not to create a “famine” of liquidity.

 

 
  

Fig. 6. Dynamics of the volume of funds, placed on deposit certificates of the 
National Bank of Ukraine in 2007–2021. Calculated by the author based on 

data from the National Bank of Ukraine [21]

 

 
  

Fig. 7. Dynamics of key interest rates for active and passive operations of 
the ECB and dynamics of loans, granted to non-financial corporations, and 

inflation in 2006–2021. Calculated by the author based on data from the 
European Central Bank [22]
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The data in Fig. 7 show that the dynamics of interest rates of the European Central Bank do 
not correspond to inflationary trends, but to the dynamics of lending to non-financial corporations. 
Such a policy is aimed at the development of the real sector of the economy, the economy with 
a high level of added value and the domestic market, which in turn leads to a decrease in unem-
ployment, an increase in production and consumption, and therefore minimizes negative factors 
affecting inflation. Moreover, in the conditions of crisis phenomena in the economy, the European 
Central Bank uses non-traditional monetary policy instruments [14–16], the essence of which is 
to provide an unlimited amount of liquidity, direct debt redemption and the provision of targeted 
loans to the European Investment Bank, which aimed at stimulating lending to non-financial cor-
porations.

4. Discussion of research results
The conducted study of the influence of the monetary regime of inflation targeting on bank 

lending of non-financial corporations for a small open economy using the example of Ukraine, 
made it possible to conclude that the application of such a monetary regime is incorrect, because 
in countries with emerging markets, supply inflation prevails over demand inflation, which min-
imizes positive effects of the interest rate policy of the central bank. In addition, in small open 
economies of countries with emerging markets, the monetary regime of inflation targeting leads 
to an unreasonable increase in interest rates on active and passive operations of the central bank, 
which leads to a decrease in the lending activity of banks, and also creates incentives for placing 
bank assets on deposit certificates of the central bank, which, in turn, reduces the effectiveness of 
the banking system’s performance of financial intermediation functions.

Similar results of the study of the effectiveness of the use of the monetary regime of infla-
tion targeting were achieved in the work of Pınar Deniz and Erhan Aslanoğlu [13], in which the 
authors studied the experience of Turkey in the use of inflation targeting in the conditions of a small 
open economy. In addition, it is worth paying attention to the results of the study by Antoni [23], 
which indicate that in a small open economy, inflation targeting should be flexible and allow the 
use of exchange rate adjustment mechanisms during crisis shocks in the economy, which will make 
it possible to ensure an acceptable price of loans for product manufacturers. The results of the 
study of the monetary policy of a small open economy, conducted in the work of Divino J. A. and 
Haraguchi C. [24], also indicate the need to use exchange rate regulation tools along with inflation 
targeting tools in the context of establishing price stability, as well as the credit gap in the economy 
should be used as an indicator of the effectiveness of the central bank’s interest rate policy.

The limitations of the study are the use of empirical data on the example of Ukraine.
Prospects for researching the influence of the monetary regime of inflation targeting on 

lending to non-financial corporations are a comparison of the monetary policy of small open econ-
omies in terms of stimulating economic growth and developing lending to the real sector of the 
economy.

5. Conclusions
Thus, summarizing the above, we can conclude that the volume of lending to non-financial 

corporations in Ukraine significantly depends on the quality of the monetary policy of the National 
Bank of Ukraine and the specifics of the inflation targeting regime. After all, the use of a sym-
metrical corridor of interest rates for active and passive operations of the central bank leads to an 
inefficient redistribution of financial resources, which the banking system accumulates by attract-
ing funds from the population and businesses, and this, in turn, reduces the effectiveness of the 
banking system’s performance of financial intermediation functions. At the same time, the study 
made it possible to conclude that the dynamics of inflationary trends in Ukraine in 2014–2021 
practically do not depend on the dynamics of lending to non-financial corporations and the growth 
of the money supply, because the main factors in the growth of the consumer price index are the 
increase in import dependence of the national economy. Import dependence increases the need to 
buy foreign currency from the market to finance imports, and therefore leads to an increase in the 
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money supply or a devaluation of the national currency. In turn, devaluation leads to an increase in 
the prices of imported goods, and therefore to an increase in the consumer price index.

Therefore, it is expedient for the National Bank of Ukraine to reduce rates on deposit cer-
tificates in order to free up additional liquid funds that commercial banks can use for lending to 
non-financial corporations. At the same time, in order to effectively develop lending to non-finan-
cial corporations, it is advisable for the National Bank of Ukraine, together with the Government, 
to develop broad target programs for lending to the real sector of the economy, but the funds for 
such lending should be attracted by commercial banks, and not withdrawn from the State budget, 
as it is done within the framework of the “5-7-9” program. Only in the case of the development 
of lending to non-financial corporations together with the reduction of interest rates on NBU cer-
tificates of deposit in Ukraine, it is possible to create a financial basis for the development of the 
national producer, the expansion of the domestic market and the reduction of the economy’s import 
dependence. Such conditions will minimize supply-side inflationary factors and, ultimately, will 
be acceptable for inflation targeting without harming the development of lending to non-financial 
corporations.

Prospective areas of research in this context can be the study of the peculiarities of lending 
to non-financial corporations under the conditions of the existing monetary regime, martial law, as 
well as taking into account the challenges of the post-war recovery of the national economy.
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