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BANK INNOVATIVE DEVELOPMENT IN UKRAINE: MODERN
TENDENCIES AND PERSPECTIVES

NOWOCZESNE TRENDY INNOWACYJNEGO ROZWOJU
BANKOW UKRAINY

COBPEMEHHBIE TEHAEHIIUU THHOBAIIMOHHOI'O
PA3ZBUTHUA BAHKOB YKPAUHBI

Abstract

The article contains a study of banking innovations and the current state of innovative
development of banks. The separate attention is focused on the analysis of innovations
and their implementation tendencies in Ukrainian banks. It was analyzed the performance
of the company, producing and selling banking innovation. There are analyzed the activ-
ity indicators of the companies, which produce and implement bank innovations. Innova-
tion products, which could be implemented into the activity of Ukrainian banks today, are
singled out. During the research the detailed attention is concentrated upon the analysis
of the most popular bank innovations as long as the tendencies of bank innovative devel-
opment worldwide. Also, there is argued that the implementation of the new technologies
and development of the existing ones will increase the efficiency of banks activity.
Keywords: bank, innovations, bank innovations market, innovative development, tenden-
cies, Ukraine
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Streszczenie

Artykut zawiera analize innowacji bankowych i obecnego stanu rozwoju innowacyjnosci
bankéw. Szczegdlna uwaga skupiona jest na analizie innowacji w ukrainskich bankach i
trendach ich realizacji. Analizowane sq wskazniki firm, ktore produkujq i wdrazajq inno-
wacje bankowe. Prezentowane sq innowacyjne produkty, ktore mozna dzis wprowadzié¢
do dzialalnosci ukrainskich bankow. Szczegolng uwage podczas badania skupiono na
analizie najpopularniejszych innowacji bankowych i trendow innowacyjnego rozwoju
bankow na swiecie. Ponadto argumentuje sie, ze wdrozenie nowych technologii i rozwoj
Jjuz istniejgcych zwiekszy efektywnos¢ dziatania bankow.

Stowa kluczowe: bank, innowacje, rynek innowacji bankowych, rozwdj innowacji,
trendy, Ukraina

AHHOTAN NS

B cmamve svinonneno uccredosamue OAHKOBCKUX UHHOBAYUL U COBPEMEHHO20
COCMOAHUA UHHOBAYUOHHO20 pazeumus dankos. Ocoboe 8HUMAHUE COCPEOOMOYEeHO HA
aHanusze UHHOBAYUL 6 YKPAUHCKUX OAHKAX U  MEHOeHYUAX UX 6HeOpPeHuUs.
Ipoananusuposanvl  nokazamenu KOMRAQHUL, NPOU3BOOAUUX U  PEAnUIVIOUIUX
banKo8cKue unHoBayuu. Bvidenenvl UHHOBAYUOHHbIE NPOOYKMbL, KOMOpble MO2au Obl
Obimb 6HeOpeHvl 8 O0esAmeNbHOCb YKPAUHCKUX Oankos Yoce ce2o0us. I[loopobduoe
BHUMANUE NPU BbLINOIHEHUU UCCIe008AHUSL COCPEOOMOYeHO HA aHaiuze Hauboee
NONYIAPHBIX OAHKOBCKUX UHHOBAYUL U HA TEHOCHYUSX UHHOBAYUOHHO20 pPA3GUMUSs
bankog 6 mupe. Kpome moco, 6vl08uHymo ymeepoicoenue, 4mo 6HeOpeHUe HOBbIX
MEXHON02UTl U pa3gumue Cyuwecmeylouux Rno380Aum NOGbICUMb IPHeKmMUsHOCHDb
desamenbHOCU 6AHKOS.

Kniouesvte cnoea: 6ank, unnosayuu, polHOK OAHKOBCKUX UHHOBAYUL, UHHOBAYUOHHOE
pasgumue, meHoeHyuu, Ykpauna
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Statement of the problem in general outlook and its connection with important
scientific and practical tasks.

The banking system as a compound part of
the financial system in the country plays
the crucial role in its economic develop-
ment. A question of innovations is particu-
larly important for Ukrainian banks in the
conditions of unstable economy, tense po-
litical situation, unsteady purchase power
of national currency, fluctuations of soci-
ety confidence to the banks in the period of
their insolvency and liquidation. Today the

provision of the effective activity of the
banking system participants is impossible
without innovations, so far as they enable
to distinguish the bank among others, sup-
port its image, satisfy the wants of both
regular customers and the new ones, ex-
pand the range of services and ongoing op-
erations, reduce costs, increase the market
segment, where the bank operates etc.
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Analysis of latest research where the solution of the problem was initiated.

The works of many scientists are dedicated
to the questions of banks innovative devel-
opment. In particular the definition of
banks innovations, their classification and
necessity of realization are disclosed in the
works of P. |llchuk, O. Kots, L.
Bondarenko, I. Lashchyk and A. Yakymiv
(llchuk P., et al., 2018), L. Kuznietsova
(Kuznietsova L., 2015, p. 3-9), Z
Shmihelska (Shmihelska Z., 2014, p. 34-
41), N. Chyzh and M. Dziamulych (Chyzh
N., Dziamulych M., 2012, p. 403-411), M.
Krupka (Krupka M., 2014, p. 127-131), V.
Kotkovskyi and O. Huzenko (Kotkovskyi
V., Huzenko O., 2015, p. 39-42). S. Ye-
horycheva (Yehorycheva S., 2011, p. 53-
57) developed methodical principals of in-
novation process organization in banks.
The works of O. Hlushchenko and M.
Tkachenko (Hlushchenko O., Tkachenko
M., 2012, p. 5-14), O. Druhov and L. Brat-
kiv (Druhov O., Bratkiv L. 2015, p. 137-
143) present the research results according
the separation of innovation process stages
as long as bank innovation product life cy-
cle ones.

Studying the main directions of banks in-
novative development in Ukraine is repre-
sented at works of I. Karcheva (Karcheva
., 2015, p. 293-299), O. Zolotarova

Aims of paper.

The aim of this research is to determine the
guidelines of banks innovative develop-
ment in Ukraine. In the process of the main
objectives achieving there were fixed the
following tasks: 1) to define the current
state of innovations in Ukrainian banks; 2)
to analyze the modern state of the bank in-

(Zolotarova O., Chekal A., 2016, p.112-
115), N. Chyzh and M. Dziamulych
(Chyzh N., Dziamulych M., 2012, p. 403-
411). The tendencies of bank innovations
development in Ukraine are analyzed by O.
Stepanenko (Stepanenko O., 2012, p. 275-
282), S. Yehorycheva (Yehorycheva S.,
2010, p. 327-334), O. Kravchenko
(Kravchenko O., 2014, p. 39-42), L. Pry-
mostka (Prymostka L., 2015, p. 115-126),
O. Cherevko, K. Samoilova and K.
Kutsenko (Cherevko O., et al., 2016, p.
139-144). V. Biloshapka and Ye.
Danylyuk concentrated the separate atten-
tion on the theoretical ground of banks
functioning efficiency management in
Ukraine on the basis of banking innovation
technologies usage and new banking prod-
ucts and services development (Biloshapka
V., Danylyuk Ye., 2013, p. 57-65), while
N. Pantelieieva — on the methodology of in-
novations research in banking activity
(Pantelieieva N., 2016, p. 163-167).

In spite of active scientific discussion,
there is actual the question of modern
tendencies of bank innovations develop-
ment in Ukraine and their implementation
prospects, as long as global tendencies in
bank innovation investigation.

novations market on the basis of main ac-
tivity indicators of the companies, which
develop and implement them; 3) to deter-
mine the global tendencies of bank innova-
tions development; 4) to identify the possi-
bilities of innovative development of banks
in Ukraine.
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Exposition of main material of research with complete substantiation

of obtained scientific results. Discussion.

In the conditions of economy globalization
the banks are more and more frequently
faced with the problem of innovation prod-
ucts implementation in order to increase
the client base and maintain the competi-
tive ability on the market (both domestic
and foreign). As a consequence of the eco-
nomic crisis in Ukraine it is observed the
reduction of the demand on banking prod-
ucts and services, which is conditioned by
the decrease of the level of confidence to
the banking system and its participants,
mass banks liquidation, instable banks ac-
tivity etc. That’s why not every bank is able
to implement innovations, as it requires the
considerable investments and appropriate
level of developed or purchased innova-
tions adoption. The key problems of inno-
vations implementation into the banks ac-
tivity in Ukraine are: financial resources
deficit; insufficient level of personnel ex-
perience and qualification; riskiness and
exposure of financial resources invested
into the innovation products.

It should be mentioned that starting from
the year of 2000 there were substantially
changed the range of banking products and
services, and the technologies, which are
used during their realization (Shuba M.,
Rudnyk A., 2015). There should be noted
such banking innovations, which are
widely implemented on domestic market
today, as follows:

1) Mobile banking — the service for the card
account holders, which allows exercising
most clearing operations by the use of mo-
bile phone. With this service, you can: get
the notification about transfer of funds or
their account balance, new services of the
bank, about the results of the transaction, as
long as transmit funds to the another ac-
count etc.;

2) Internet-banking — the technology of the
remote banking service, which enables the
client to receive banking service via the In-
ternet network. With this service, you can:
make the inquire about the account bal-
ance, realize remittances, receive the state-
ment of an account, pay for different ser-
vices, issue the deposit etc.;

3) POS terminals — the devices, which are
used for the cashless transfer of funds with
the charge card. Its advantage is much
faster realization of the payment transac-
tions;

4) BankID - the service provided by the
National Bank of Ukraine (NBU), a system
of the online verification for the citizens,
which allows to get the administrative ser-
vices online, to prevent frauds with bank-
ing accounts and plastic cards.

Despite of all this innovative implementa-
tions, Ukrainian banking system is consid-
erably far behind the world trends in bank-
ing innovations development. Not all
banks use the modern means of communi-
cation with their clients. Despite of the
well-developed infrastructure of automatic
teller machines (ATMs), terminals and
bank branches, the penetration of the bank-
ing services on the market is insufficient —
only 63% of Ukrainians have bank ac-
counts. For comparison, in Czech Republic
this indicator is 81%, in Hungary — 75%, in
Belarus — 81%, in Austria — 98%, in Neth-
erlands and Denmark — 100% (National
Bank of Ukraine, Financial Inclusion Fo-
rum, 2018). Most Ukrainians use payment
cards exclusively for cash withdrawals, the
share of such transactions makes up 60.7%
of the total volume of transactions using
payment cards, and in the market only
58.2% issued payment cards are active
(National Bank of Ukraine, Overview of
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the payment cards market and payment in-
frastructure of Ukraine for 2017, 2017).
Together with the high share of cash trans-
actions, Ukrainian banking industry is
characterized by the low penetration of the
Internet- and mobile banking, although
there is a positive dynamics. The volume of
transactions carried out on Internet in 2017,
compared with 2016 (transactions using
payment cards in Internet and mobile bank-
ing and e-commerce systems) increased by
69.1% and amounted to 105.5 billion
UAH, and their quantity increased by
28.9% and amounted to 275.8 million pcs.
The POS terminals infrastructure is also
developed not enough, however, was ex-
tended in 2017. So, the network of POS ter-
minals in 2017 was increased by almost

15% and 01.01.2018 amounted to 251.7
thousand (32.4 thousand more than
01.01.2017) (National Bank of Ukraine,
Overview of the payment cards market and
payment infrastructure of Ukraine for
2017, 2017). We can observe a world ten-
dency of the increasing attention to bank-
ing innovations development and imple-
mentation. Let us make the research of the
companies that develop and implement in-
novations for banks. To provide the re-
search of the bank innovations market ob-
jectiveness a listing of the companies,
which realize innovations for banks (Bank
innovation, 2018), was taken as a basis.
The characteristic of this company’s activ-
ity is represented in Table 1.

Table 1. Listing of the companies, engaged in innovations for banks implemen-
tation, and their activity characteristics

Companies Country Characteristic of activity

Develops, sells, installs and supports the range of software products and services that
are directed primarily on the electronic payments facilitation. The products and services

ACI World- United of the company are used in the range of transactions generating end points, including
wide Inc States ATMs, points of sale (POS), trading terminals, bank branches, corporations and com-

mercial websites. The company gives the payment solutions for the financial institu-

tions worldwide.

Provides the connection of trade services, software and technology. The company is

Diebold Nix- [ United busy with the development and connection of commerce for financial institutions. It
dorf Inc States gives the solutions in the security sphere, which combines the portfolio of services and

products to meet the company customers’ needs.
A provider of the asset management financial technologies and services for financial
. consultants, investors and financial services suppliers. Provides the single software for
United - ) ] I -

Envestnet Inc States the assets management and authorized financial consultants and institutions services.

Proposes centrally the services of technologies hosting on the platform that includes the
risk evaluation and the selection of investment strategies, assets allocation model.

Provides a range of cloudy technologies for business payments, digital banking activity,
Bottomline United fraud preventi_on, finan_cial documents quittance and e_xecution. Offe_rs the software as a

Technologies States (SaaS) solutions service, as well as the software designed to work in the place of the

customer allocation. The company is the supplier of the software, which provides a
wide range of financial solutions for business processes management.

Fidelity Na-
tional Infor-
mation Serves

United
States

Presents the financial services technologies, directed on the processing of operations
and accounts, payment solutions, solution channels, digital channels, risks as well as so-
lutions and services compliance. Its service activities are focused on financial offices
and/or international financial institutions with different markets of capital and assets
Inc management, insurance solutions, as well as banking and payment solutions and con-

sulting.

United

Fiserv Inc States

It is a provider of financial services technology. Offers the system of accounts pro-
cessing; processing of electronic payments for products, such as electronic bills pay-
ment, processing of transactions, transfers between accounts, payments from one per-

son to another; Internet and mobile banking systems with connected services, including
the production and distribution of documents and debit cards, as well as credits and
risks management products and services
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Companies Country Characteristic of activity
Green Dot United | Offers the mobile technologies and mobile banking with the mobile settlement account
Corporation States GoBank.
A provider of solutions for banks community information processing. The company
Jack Henry & . . - - ] .
. United proposes a wide range of products and services, including those for transactions pro-
Associates, v . . A l
Inc States cessing, business processes automation, as we_II as different corporate structures infor-
) mational and financial institutions management.
Develops and sells mobile applications and technologies for corporate clients software
solutions verification.
Mitek Sys- United Technologies of the company allows their users a remote checks and established ac-
tems, Inc. States counts depositing, getting of insurance quotations, paying for bills, as well as confirm-
ing their identity, taking pictures of different documents from their cameras (on the
smartphones and tablets instead of usage device keyboard).
It is a provider of Omni channels technological solutions that allows you to connect,
. interact and conduct operations with your customers, including ATMs, terminals and
NCR Corpora-|  United - ! X 7
tion States POS dev_lces_, self-services points, softwgre of Omnl_ chapnel pIatforn_] and ot_her soft-
ware applications, as well as a set of services consulting, implementation, maintenance
and management.
NetSol Tech- |  United A provider of informational technologies for corporate software solutions in banks, fi-
nologies Inc. States nancial and lease companies.
A provider of cloud digital banking solutions. Company’s decisions work on the gen-
. - eral platform, which support the unified digital banking services delivery via the Inter-
Q2 Holdings | United il ice ch I latf - he sinal I voi hich al
Inc States net, mobile and voice channels. Its platform pr_owd(_est e single control point, which al-
lows RCFlIs to assign the target access, including rights, functions and branding of ac-
count holders.
A developer and provider of the intelligent content for document circulation receiving
and automation, of the solutions for the incoming content verifying and management in
Top Image Israel any format from the any source within the usage of up-to-date networks, mobile and
Systems Ltd. cloud technologies. The proposed software minimizes the necessity of manual data en-
try by the instrumentality of information, contained in documents, automatically receiv-
ing, reading, understanding, identification, processing, classification and routing
The company is occupied with the development and marketing of the banking software
Temenos . system. Company’s services include the implementation, productivity optimization, in-
Switzerland - i o ]
Group AG tegration, management, maintenance work, modernization, studying and support of the
inhouse software solutions.
A supplier of payment solutions, which provides services with payment processing,
. commercial services and related payment services for financial and non-financial insti-
Total System |  United . . - - S h -
. tutions. It is also occupied with the provision and sale of prepaid access devices, such
Services, Inc. States ) . A . . . L
as GPR prepaid debit cards. Company’s services and solutions include acquiring ser-
vices, prepaid and commercial solutions.
Provides with the technologies for solutions support and extra cost services that facili-
tate electronic payment transactions within the automated points of sale (POS). The
USA Technol-|  United company develops and implements systems and solutions, which facilitate electronic
ogies, Inc. States payment options, as well as telemetering and machine-machine (M2M) services, in-
cluding those that enable remote monitoring, control and reporting on the results of dis-
tributed assets that include solutions for electronic payments.
Offers a wide range of payments processing services. Provides financial institution with
. United the payment services, such as issuer cards processing, network processing payments,
Vantiv Inc . . : -
States protection from fraud, cards producing, prepaid management programs, driving and

network gateway automatic cash terminals, and the switching services.

Note: we didn’t take to the consideration the companies, which provide the technological support of the specific
banking processes exclusively on their own platforms, without their realization to banks.
Source: compiled by the authors according to (Bank innovation, 2018).

The leader in terms of quantity of con- banking innovations are proposed mostly
cluded agreements relative to banking in- by the companies, which were established
novations implementation is the USA (650 and registered in the United States (15 out
treaties in 2016) (Bank innovation, 2018). of 17 companies, included to the bank in-
Also, as we can observe in the Table 1, novations portfolio in accordance with
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(Bank innovation, 2018)). But the first
place for the financing of bank innovations
(8 billion USD of the total 17.4 billion
USD invested worldwide) following the re-
sults of 2016 takes China, which has fi-
nanced this year 500 start-ups and 39 in-
vestment projects in banking industry.

According to the activity characteristics of
companies that implement banking innova-
tions, they could be grouped into sectors

considering the priority of innovative prod-
ucts they proposed: Sector A — innovative
software; Sector B — innovative servicing
technologies; Sector C — innovative tech-
nologies for financial services. Information
about activity indicators of the companies
and general indicators of financial innova-
tions market separate sectors performance
is shown in Table 2.

Table 2. Indicators of the companies, which implement innovations for banks

Indicators, %
2 =T o

2 s | & |58 2 - S o & _ o} .

g s kS D - S ox S 2 2 x 2
b o ey o 8 5 ) <z | g o | = Lo
) [ £~ 24 o0 o S~ o ~| =g 5~ R ‘g/-\ =
Companies £8 |2EQ|0R|ES| 29 | 29189 | >8] 89|58 | 29| >8]
EQ o | od| € o 8o o [<o| vy > o o - Wo [
s [0 | >4 | 88 o o [ Y| | 4 =) i = =
5 a wR|a| 2 o ° <& | ¢ 181 ¢ w
g < | ss| B ks E |o—| 2 o~ | g o~

£ |8 |g |EE|° |2 |8 |® |5 |® |3 |¢

3 S 6 & T
Sector A — innovative software
Sector A 1040 [ 1.05 | 470 [ 2.76 | 16.19 | 4.65 | 8.0L | 9.69 | 10.65 | 12.91 | 10.28 | 13.35
ACI V\ﬁgd""'de 1874 |11.05 | 16.68 | 27.15 | 9854 | 12.88 | 6.68 | 4.91 | 831 | 621 | 18.38 | 13.87
BOtt?]r(:‘l';g?ezech' - 0.79 | 1263 |42.65| 65.85 | -9.01 | -4.93 | -3.00 | -6.97 | -354 |-10.51 | -5.07
D'ebo'fn’c\“"do" - |2s5.77| 3.18 |-6.32 |304.08 | -5.15 |-454 | -0.74 | -8.07 | -1.25 |-35.21 | -3.92
Envestnet Inc - | 3128 36.24 | 29.16 | 46.04 | 9.61 | -6.36 | -1.50 | -7.54 | -1.78 | -13.01 | -2.78
JackHenry & As-| o591 | 471 | 698 |2275| 515 | 1860 |15.13 | 1141 | 1875 | 15.27 | 27.52 | 19.74
sociates, Inc.
M'teklié’“ems' 149.77 | 25.19 | 27.58 | 411 | 0.00 | 458 | 3.88 |-10.37 | 459 |-12.64 | 470 |-13.01
NCR Corporation| 2841 | 7.26 | 4.34 | 13.04 | 197.86 | 4.39 | 3.75 | 3.36 | 4.98 | 4.49 | 33.07 | 18.64
Nelfgi'ezelgzno' 257.19 | 8.93 | 12.05 |-27.95| 7.67 | 329 | 248 | 1.33 | 360 | 1.95 | 0.30 | -0.82
Q2 Holdings Inc | - | 38.63 | 40.97 | 60.61 | 0.00 | -24.20 |-17.93] -19.30 | -24.19 | -27.41 | -33.32 | -58.03
Top Image Sys- - 570 | 199 | - | 1494 | -20.10 |-15.93| -10.39 | -21.29 | -13.34 | -27.61 | -15.71
tems Ltd.

Tmf/'ifg’sﬁf:; Ser| 3031 |57.95| 18.18 | 8.24 | 160.20 | 7.20 | 586 | 7.97 | 636 | 886 | 16.13 | 17.37
US‘;;ECI:EO'O' - |1758]| 2762 | 623 | 1420 | -9.95 |-1052| 553 |-1382| 7.51 |-16.46 | 6.75
Sector B — innovative servicing technologies

Sector B 2054 [16.65] 1461 [21.48] 69.13 | 27.14 | 2.44 | 2.89 | 042 | 055 | 1542 | 20.19
Fidelity National

Information Ser- | 46.68 |30.47 | 10.44 |15.45|107.57 | 6.37 | 226 | 3.45 | 253 | 388 | 595 | 7.86

vices Inc
Gre;gr'zt?;rfor' 4066 | 7.84 | 899 |1340|12275| 579 | 242 | 341 | 526 | 7.05 | 606 | 7.38
Sector C — innovative technologies for financial services

Sector C 2756 | 4.02 | 7.72 [11.11] 81.86 | 9.20 | 4.19 | 4.18 | 564 [ 595 | 6.9 | 10.44

Fiserv Inc 27.76 | 461 | 512 | 8.83 | 179.54 | 14.22 | 8.21 | 7.15 | 9.94 | 8.45 | 35.76 | 22.94

Vantiv Inc 55.30 | 12.06 | 17.14 | 12.15 | 246.40 | 7.85 | 4.16 | 3.73 | 5.64 | 510 | 18.80 | 15.36

Note: no data for Temenos Group AG

Source: compiled by the authors according to (InternetWorldStats; Bank innovation)
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In accordance with Table 2 we can con-
clude that banking innovations market is
actively developing, as it is reflected with
average 5-years growth rate of banking in-
novations sales (Sector A — at 4.70% annu-
ally during the period of 2011-2016, Sector
B - at 14.61% annually for the same period,
Sector C — at 7.72% annually for the same
period). Meanwhile we could observe the
accelerating of the development in Sector
B in 2016 (average sale growth rate in 2016
amounted 16.65%), particularly Fidelity
National Information Services Inc in-
creased its banking servicing innovative
technologies sales for 30.47% in 2016.

An additional stimulus of development for
the companies that work on the banking in-
novation market, is their activity efficiency
measured by such indicators as return on
assets, return on investment and return on
equity (for Sector A these indicators in
2016 were 9.69%, 10.65% and 10.28%, re-
spectively, for Sector B — 2.44%, 0.42%
and 15.42%, respectively, for Sector C —
4.19%, 5,64% and 6.19%, respectively),
although it was observed a slight decline of
the efficiency indicators in 2016 in com-
parison with their average annual values
during 2011-2016. The presence of unprof-
itable enterprises in Sector A, where the in-
novative software is developed and imple-
mented, is due to the significant cost for the
companies of their receiving, approbation
and adaptation to the specific conditions of
banking industry activity in different coun-
tries, as well as the rapid changes of the
necessary resort provision for their imple-
mentation, that is hindering the pace of de-
velopment at this very banking innovations
market sector worldwide. A positive ten-
dency is also an increase of the capital in-
vestment into the activity of the companies,
which were busy with development and
implementation of banking innovations.

The value of total debt to equity indicators
of the researched enterprises (the signifi-
cant preponderance of the loan capital
value on their own capital, the high level of
companies financial dependence) is an ev-
idence of investors high interest in the ac-
tivity development of companies perform
on the banking innovations market, even
on conditions that their activity is unprofit-
able during the current period.

So, the results of activity indicators analy-
sis for companies, which develop banking
innovations, prove an active development
of banking innovations market, its financ-
ing by the investors, the efficiency of de-
rived products and technologies, as well as
bank interest in implementation of innova-
tions into their activity.

Today the most innovative banks in
Ukraine are PJSC CB “PrivatBank™, JSC
“Raiffeissen Bank Aval”, JSC “OTP
Bank”, PJSC “Ukrsotsbank”. Specifically
PJSC CB “PrivatBank™ is one of the first in
the world that have started to use one-time
sms-passwords, pay mini-terminals, en-
trance to the Internet banking through the
QR code, online encashment, non-contact
technology PayPass, as well as dozens of
different mobile applications. JSC “Raif-
feissen Bank Aval” implements and sup-
ports actively the technology of non-con-
tact payments Visa PayWave and Master-
Card PayPass, develops the performance in
the multi-partnership Program of rewards
FISHKA, offers the services of Dynamic
Currency Conversion (DCC) in the bank
network of ATMs. JSC “OTP Bank” offers
the foreign currency remittances OTP Ex-
press, implements the technology of 3D
Secure, cards with the PayPass technology,
special products “Cash Management”.
PJSC “Ukrsotsbank” develops innova-
tions, while implementing the technologies
of non-contact payments Visa Classic pay-
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Wave and Visa Gold payWave, the pro-
gram of the financial protection GAP, in-
novative for the Ukrainian market etc.
There are a number of innovative products
that could be used by Ukrainian banks even
today:

1) client identification by the instrumental-
ity of NFC —chip, built into the mobile
phone — it will allow most operations to re-
alize from the mobile phone: to transfer
funds, to provide loans from one natural
person to another, to pay for purchases etc.
Besides, the identification of the client in
the bank branch will also be possible
simply by the usage of the phone without
passport. In Ukraine this technology is be-
ing provided by the PJSC CB “PrivatBank”
and JSC “Credobank™, but as yet only for
payments in the trading network;

2) funds remittance without commission
via the e-mail through the Square Cash ser-
vice— the user send the appropriate mes-
sage on the remittee electronic address, in-
dicating the amount of transfer in the sub-
ject line. After that the payer and the remit-
tee connect their e-mail addresses with the
debit card, and this allows continuing fund
remittance without reentering the debit
card data, while the funds are credited to
the bank account of the remittee;

3) P2P service — allows realizing the funds
remittance via the mobile phone, mean-
while there is no need to know any names,
any banks, any accounts numbers of the re-
mittee. One should only fulfill the registra-
tion in the program and transfer funds to
the mobile phone number. If the mobile
phone number is in the system and is at-
tached to the account, than the money will
come to it, and if not, than the account will
be established automatically (Shuba M.,
Rudnyk A., 2015);

4) the work in social networks — Socure de-
veloped a program Perceive, which allows
to identify the client using the social net-
work. The application examines the image

made on the phone and correlates it with
the photo in such networks as Facebook,
Twitter and LinkedIn. Thereby, after the
data examining the system or allows the
payment, or activates the alarm signal
(Shuba M., Rudnyk A., 2015). NIC Bank
Group in particular offers the banking plat-
form, which allows performing banking
transactions without leaving the social net-
work. The service is available via the
WhatsApp, Facebook, Twitter and Tele-
gram, and allows receiving the statement of
an account, to remit funds, to replenish mo-
bile phone account, to order the banking
card etc. Ukrainian banks do not pay
enough attention on social networks, alt-
hough global trends dictate otherwise. Our
own researches shown that among the 38
biggest Ukrainian banks only 24 (63%)
have their social pages in Facebook, and
only 16 (42%) — in Twitter (Bondarenko
L., Kots O., 2017).

While analyzing the global banking expe-
rience in the banking innovations imple-
mentation, we can distinguish the world
most popular 6 bank innovations:

1) 10T Voice Commerce / Voice Payments
Smart Homes / Smart Cars — banks are con-
sidering the usage of the voice technologies
as a mean of extra protection — an instru-
ment for the user’s security level increas-
ing. At present, voice applications in the
banking sphere are being tested;

2) Mobile Banking continues to develop —
in the year of 2016 95% of the world pop-
ulation lives in areas with mobile commu-
nications coverage (though not everyone
uses smartphones). Now 86% of consum-
ers in the world use mobile banking (Bank
innovation, 2018) and its further develop-
ment will enable the creation of new oppor-
tunities for payments on purchases, realiz-
ing funds remittance, opening deposits us-
ing a mobile phone;

3) Regulatory Upheaval: PSD2, Trump,
and Beyond (payment regulations by the
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instrumentality of PSD2, Trump Tta Be-
yond) — the performance of IT departments
with the usage of these banking innova-
tions becomes more active in the world, as
they form the information protection sys-
tems, that enable the security level increas-
ing when making payments from card to
card or between the accounts;

4) Finance in Virtual Reality — there are de-
veloped the possibilities for the usage of
virtual reality to provide users commercial
data in dynamic 3D. Also there occurs the
reproduction of the personalized news de-
partment, meetings with advisors and port-
folio reviews. Virtual technologies may
provide the new level of communication
between clients and consultants that is the
“acceleration” of the digital communica-
tion takes place, and it will become virtual;
5) Artificial Intelligence and Machine
Learning — artificial intelligence and ma-
chine learning has already been (or should
be) on the basis of innovation road map of
any bank. Virtual assistants become more
and more smart. Some banks elaborate
their own boats, another — develop the ex-
isting innovation technologies of artificial
intelligence and machine learning;

6) Blockchain: Out Of the Lab, Into the
Real World - using the Blockchain tech-
nology as during the banks work with de-
rivative securities, so in the systems of
funds remittance and electronic commerce.
Bank Innovation’s State of Banking Inno-
vation in 2016 accomplished the survey of
171 respondents (most of them realized
self-identification as a banker) according to
the banking development with the innova-
tions to the year of 2020 (Bank innovation,
2018). The results reflected 10 key changes
that await banks in the nearest future:

1) everything will be mobile— all bank op-
erations will be able to fulfill with the us-
age of mobile phone (smartphone), and the

mobile payments will display the real wal-
lets (using of cashless transfers of funds),
while the computer risks will increase;

2) banks will be actively occupied with in-
novations and finance innovation technol-
ogies implementation start-ups;

3) all the banks transactions will be digit-
ized (computer-assisted, electronic) — the
decrease of paper work, abandonment of
the paper-based information;

4) «banks» disappearance — only major in-
novatively oriented banks will refrain on
the market, meanwhile small banks will
disappear or begin to follow strongly the
innovative way of development in order to
remain on market. The clients are expected
to have one or more financial partners, the
access to all financial information in the
real time mode, which will provide making
the right financial decisions every day;

5) cooperative banks will be priority-
driven for the society — this will achieve
by the fact they will defend the citizens (but
not the owners) interests, and the bank sur-
vival will be determined by the place of its
geographical dislocation (small population
aggregates will prefer cooperative banks,
and big cities — the virtual banks);

6) banking system regulators are directed
on the small banks abolishment - if there
will be no clear regulation of the financial
innovations, then this will lead to the big
banks exponentially development, as well
as absolute lagging of small banks, which
wouldn’t finance innovative technological
start-ups;

7) the staffing shortage and transition to IT
— it is expected that only 20% of the todays
personnel will be enough, but the IT —
workers quantity in banks will increase.
Traditional banks will move from the direct
channels of clients servicing to the IT-ones;
8) changes in servicing channels from
“niche’ to “Internet of things” thanks to
widespread of mobile banking;
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9) the robot and API-interfaces uprising —
more automation and personalization will
take place, banks will acts like the plat-
forms, chatbots and artificial intelligence

Conclusions.

Banking innovations are the integral part
and the necessity of banks development,
which should go ahead the customer expec-
tations, propose more products and ser-
vices even today, because all this will allow
not only to maintain the market position,
but to develop the banking industry in
Ukraine. The implementation of the new
technologies and development of the exist-
ing ones will increase the efficiency of
banks activity. Ukrainian banks should pay
more attention to the world tendencies of
bank innovations development; strive to
implement innovations for the develop-
ment of products and services that have
long been operating in the global banking
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