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TRANSNATIONAL BANKS’ INFLUENCE ON THE DEVELOPMENT
OF THE ECONOMY AND THE FINANCIAL SECTOR OF DEVELOPING COUNTRIES
(ON THE EXAMPLE OF POLAND, BRAZIL, TURKEY)

The article reveals the importance of transnational banks, their role in the development of international eco-
nomic relations, the causes of their emergence, as well as their advantages over the other banking structures;
the impact of their activities on the development of the economy and financial sector of developing countries
is assessed, by analyzing the results obtained with the construction of regression models.
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Urgency of the research. In connection with
the intensification of the globalization processes
which are taking place in the world economy and
the financial sector, the interconnection of national
economies is strengthening, the role of external
factors in economic development is increasing, and
the financial markets are converging.

Target setting. The world economy is a complex
system which is formed under the influence of var-
ious factors. The main place in the world financial
market among its many participants is occupied by
transnational banks which can provide a wide range
of needs of all participants in international economic
relations. Therefore the issue of analyzing the influ-
ence of transnational banks on the economic and
financial sector of the country is very important.

Actual scientific researches and issues analysis.
The study of the activities of transnational banks,
their influence on the world economy, the evaluation
of the significance of TNB in the financial sphere
was carried out by such scientists as M. Borovinsky,
A. Kosevich, V. Kozhina, I. Otmar, A. Romashova,
U. Umantseva, R. Peterson.

Uninvestigated parts of general matters defin-
ing. The study of the influence of transnational
banks on selected countries has never been con-
ducted before. As Poland, Turkey and Brazil are
among the most successful developing countries in
their regions, then by examining the impact of TNBs
on their economies and the financial sectors, it will
be possible to project results to other countries in
the respective regions.

The research objective. The main purpose of
the article is to identify the factors that have the
greatest impact on the economic and financial devel-
opment of the developing countries by constructing
the regression models and analyzing their results.

The statement of basic materials. The transnational
bank is a large universal bank that performs an inter-
mediary role in the international movement of loan cap-
ital. It usually relies on a network of foreign branches,
controls foreign exchange and credit operations on
the world market with the support of the state [1].

The main purpose of transnational banks is to
mobilize and redistribute funds in such a way as to
maximize profits.
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The foreign economic activity of TNB is a gener-
ating factor for the expansion and development of
globalization processes, the economic ties of most
countries in the world. The increasing importance of
TNBs in the world economy is explained by the con-
solidation of banking and industrial capital, which
is an important trend in modern economic relations.
If previously TNBs were issuing loans, mainly on
foreign trade transactions, now they are crediting
any operations of their clients.

One of the main activities of TNBs is the accept-
ance of deposits. For transnational banks this opera-
tion has acquired features related to the international
scope of activity. The features that distinguish TNB
operations from the operations of national banks
are the following: mobilization of capital, its fur-
ther movement from country to country in order to
obtain maximum profit, a high level of flexibility in
management. TNB covers all types of savings, from
government to small investors.

TNB is also an active source for advancing scien-
tific and technological progress as they are flexible
enough to "transfuse” capital from one country to
another. But based on their nature of origin TNB is
trying to completely subordinate all financial flows
to maximize its own benefits. That is why TNBs are
also a source of severe economic crises in the world
economy [2].

TNBs have certain advantages in comparison
with other banks. Thus, transnational banks are
less prone to economic crises because international
operations dominate in their activities, which allows
them to remain less dependent on the state of any
country. Moreover, TNBs retain high profit growth
rates and are more resistant to fluctuations in
the economy.

The existence of an extensive network of foreign
units located in countries with different phases of
the business cycle is of great importance to TNBs,
which enables the diversification of sources of profit
and less dependence on economic conditions.

TNBs are the main agents of economic expan-
sion and play a contradictory role. On the one hand,
they serve as agents of new aggressive forms of
production and management organization, and also
are the financial donors. Their expansion helps to
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increase the rate and level of economic growth of
the backward countries. On the other hand,
their expansion reinforces the imbalances in the
economies of these countries because individual
enterprises and industries, which mainly focus on
foreign capital, are developing. Moreover, in devel-
oping countries the environment is deteriorating
due to the transfer of "dirty” technologies to them.

To assess the impact of TNBs on the economy
and the financial sector, three developing countries,
which were included in the list of "Top-20 emerg-
ing economies”, were selected [3]. Those are Poland,
Brazil and Turkey.

For Poland, a regression model was constructed
using the following indicators:

- as a dependent variable, GDP per capita (Y) was
chosen as an indicator of economic development [4];

- as independent variables were chosen: share of
assets of foreign banks in the total banking assets of
Poland (X,); share of foreign banks among the total
number of banks (X,); capitalization of the stock
market (X,); loans to the private sector in relation
to GDP (X,) and the ratio of deposits to GDP (X;).
The study period was 21 years, from 1995 to 2015 [4-6].

The model can be characterized by such an indi-
cator as R2, the value of which is 0.93. Other indi-
cators of the model indicate its adequacy. In this
model all indicators are significant (except capital-
ization of the stock market). The final model looks
like this:

Y = —11932.786 + 101.630 * X1 + 95.987 *

* X2 + 154.335 * X4 + 917.819 * X5 (1)

There is a direct dependence between the share of
assets of foreign banks in the total banking assets
of Poland, as well as the proportion of foreign banks
among the total number of banks, and GDP per cap-
ita, i.e. with an increase in the share of assets of
foreign banks in total banking assets and the share
of foreign banks among the total number of banks
there is an increase in GDP per capita. This is due to
the fact that, since the privatization of the banking
sector and to date, the presence of foreign capital is
very large. So, as of 2015 the Polish banking sector
is internationalized — approximately 76% of assets
are controlled by foreign owners, mainly from EU
countries. In general, about 95% of the banking sys-
tem of Poland is made up of banks with foreign cap-
ital. In particular, Polish government struggled to
avoid the domination of the banks of the economic
leader of the region — Germany. The first place was
taken by Italian banks — 12.8% as of 2014. Italy is
followed by Germany, Spain, Holland [7, p. 6].

The arrival of foreign capital in the banking sys-
tem of Poland was associated with privatization pro-
cesses in order to to stabilize the economy, as well as
attracting foreign investment.

There is a direct dependence between credits,
deposits and GDP per capita in Poland, i.e. with
an increase in the volume of loans and deposits,
there is an increase in the incomes of the popula-
tion. As of 2016 interest rate on loans and deposits
is 1.5%. Poland uses the so-called "cheap money”
policy, whose goal is to stimulate economic activity
of the population. There is a revival of production,
which leads to an increase in the number of jobs,
a reduction in unemployment, an improvement of
the well-being of the population. Especially retail
lending contributes to the development of the econ-
omy of Poland and any state. In this case, debt
relations are a source of increasing the welfare of
the population, the most important factor of
the growth of consumption and production [8].

To assess the impact of TNBs activities on
the Brazilian economy, a regression model was con-
structed using the following indicators: as a depend-
ent variable, GDP per capita (Y) was chosen as an
indicator of economic development [5]; as independ-
ent variables were chosen: the share of assets of
foreign banks in the country’s total banking assets
(X1); share of foreign banks among the total number
of banks (X2); capitalization of the stock market
(X3), loans given to the private sector in relation
to GDP (X4) and the ratio of deposits to GDP (X5).
The study period was 21 years, from 1995 to 2015 [4-6].

The model can be characterized by R2, whose
value is 0.97. Other indicators of the model indi-
cate its adequacy. In this model insignificant were
the share of assets of foreign banks in total banking
assets of the country and the share of foreign banks
among the total number of banks. The final model
looks like this:

= — 21549.412 + 71.423 * X3 - 352.349 *
* X4 + 513.626 * X5 (2)

There is a direct dependence between capitaliza-
tion of the stock market and GDP per capita, so,
as the value of securities circulating on the mar-
ket increases, the incomes of the population also
increase.

The stock market influences the economy because
it is the main mechanism for the redistribution of
capital between sectors and business entities. Bra-
zilian securities market is among the fastest grow-
ing in Latin America. As Brazilian securities market
grows, its role in the development of the coun-
try's economy is growing, as well as the growth of
the economy itself.

Between credits granted to the private sector and
GDP per capita an inverse relationship is observed,
i.e. with an increase in the volume of loans issued,
respectively, there is a reduction in household
incomes. In 2016 a large part of the population,
about 48%, had overdue loans. GDP per capita also
has a downward trend since 2011, so for this period
it has declined by 8.6% [5].

Direct dependence is observed between the ratio
of deposits to GDP and GDP per capita. The Cen-
tral Bank of Brazil, starting from 2013, constantly
raises the deposit rate, which is due to the fact that
the price increase in the country occurs at a faster
rate than the level of inflation.

In Turkey, for more than 10 years the infla-
tion rate and interest rates have significantly
decreased. As of 2015 inflation was 7.7%, which is
47.2% less than was recorded in 2000. The inter-
est rate decreased from 13.8% in 2008 to 7.7%
in 2016. Reducing inflation and low interest rates
help to increase the investment and revive domes-
tic consumption. So, in 2015 the inflow of FDI was
$ 17.55 billion, which was almost $5 billion more
than in the previous year [5], [9], [10].

To assess the impact of TNB activities on
the Turkish economy, a regression model was con-
structed using the following indicators: as a depend-
ent variable, GDP per capita (Y) was chosen as an
indicator of economic development [4]; as independ-
ent variables were taken: the share of assets of for-
eign banks in the country's total banking assets (X1);
share of foreign banks among the total number of
banks (X2); loans to the private sector in relation
to GDP (X4) and the ratio of deposits to GDP (X5).
The study period was 21 years, from 1995 to 2015 [4-5].

The model can be characterized by R2, the value
of which is 0.93. Other parameters of the model
indicate its correctness. In this model, the share of

15



Bichux OHY imeni I. I. Meunukxosa. 2017. T. 22. Bun. 8(61)

foreign banks among the total number of banks and
capitalization of the stock market were insignifi-
cant. The final model looks like this:
=-30113,373 + 1237,268 * X1 + 280,089 *
* X4 + 433,425 * X5 (3)

Analyzing the equation obtained, it can be seen
that a direct relationship exists between GDP per
capita and all independent variables.

Thus, as the share of assets of foreign banks
in the total banking assets of Turkey increases,
the growth of such indicator as GDP per capita is
observed. However, it is worth noting the insig-
nificant presence of foreign banks in the country.
So, as of 2015 the share of assets of foreign banks
was slightly more than 13% [5].

Between credits, deposits and GDP per capita in Tur-
key there is a direct dependence, i.e. with an increase
in the volume of loans and deposits, there is an increase
in the incomes of the population. So, in 2015 rates on
loans and deposits were approximately at the same level
of 12% and 11% respectively [9].

To assess the impact of TNBs’ activities on
the financial sector of Poland, Brazil, Turkey, the
regression models were constructed using the follow-
ing indicators: as a dependent variable, the national
debt was selected as a percentage of GDP (Y);
as independent variables were chosen: the share of
assets of foreign banks in the country's total bank-
ing assets (X1); share of foreign banks among the
total number of banks (X2); loans to the private sec-
tor in relation to GDP (X4) and the ratio of deposits
to GDP (X5). The study period was 21 years, from
1995 to 2015.

However, such a model for Poland and Brazil
can not be used, because R2 is very low for them.
Turkey’s model can be characterized by such R2,
the value of which is 0.77. In this model, the share
of assets of foreign banks in total banking assets of
the country and capitalization of the stock market
were insignificant. The final model looks like this:

Y = 18,065 - 0,773 * X2 - 1,240 *
* X4 + 2,322 * X5 (4)

The dependence between the share of foreign
banks among the total number of banks and state
debt is reverse, i.e. an increase in the number of
foreign banks in Turkey leads to a reduction in pub-
lic debt. Foreign presence contributes to attracting
additional investments in the banking sector — cap-
italization is increasing, efficiency is improving,
competition is increasing, lending to the economy is
intensifying, an effect that stimulates other inves-
tors is created, because the more people invest in
the country, the more confidence and interest it
causes. The financial sector and the banks that have
gained confidence among Turkish population have
a binding role between the owners of savings and
entrepreneurs who use these savings for investment.
In this way, savings contribute to investment, as
well as employment, and generally contribute to eco-
nomic development.

The state debt of Turkey reached its maximum
value of 74.1% in 2001. However, after this there
was a tendency to reduce the country's debt, and in
2015 it was 29%, which is the norm according to
the Convergence Criteria. Turkish financial sector
has recovered after the crisis of 2001, and despite
the global financial crisis of 2008, it continues to
arouse investor interest [10].

The growth of GDP contributes to the reduction
of the national debt of the country and increases
the strengthening of banking activity in Turkey.
The volume of loans and deposits is growing. Indi-
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cators of the ratio of deposits to GDP and the
national debt of the country are falling with GDP
growth. Hence, there is a direct dependence between
the ratio of deposits to GDP and state debt.

Conclusions. Transnational banks, being sub-
jects of the world economy, have distributed their
branches around the world; they conduct many dif-
ferent operations outside one country, control eco-
nomic processes within individual states, as well as
currency and financial ties between states.

TNBs fully meet the needs of their customers
in the international market, constantly expanding
the range of services of existing international bank-
ing products. They contribute to the development of
credit and financial and technological ties between
the banks of these countries, help to increase
the rate and level of economic growth of the lagging
countries.

The activity of TNBs is to accept deposits, issue
loans; they are the driving force of the scientific and
technical progress. TNBs have certain advantages:
they are less susceptible to economic crises, have the
opportunity to diversify their sources of profit and
to be less dependent on economic conditions.

The article analyzes the influence of TNBs on
the economy of three developing countries. Poland
is characterized by the fact that the country's econ-
omy is the most influenced by such indicators as
the share of assets of foreign banks in total banking
assets of Poland, as well as the proportion of foreign
banks among the total number of banks. The bank-
ing sector is very internationalized. The arrival of
foreign capital in the banking systems of Poland was
associated with the privatization processes in order
to stabilize the economy, as well as attracting for-
eign investment. Between credits, deposits and GDP
per capita in Poland there is a direct dependence.
The country uses a policy of low interest rates to
stimulate economic activity of the population.

For Brazil and Turkey, loans and deposits rela-
tive to GDP have the greatest impact on the devel-
opment of their economies.

In Brazil, with an increase in the volume of
loans issued, there was a reduction in household
incomes. So in the country the majority of the pop-
ulation has the overdue loans, moreover, GDP per
capita also has had a downward trend since 2011.
The reverse dependence is observed between deposits
and BBA per capita. The Central Bank of the coun-
try constantly raises the rate on deposits, which is
explained by the fact that the price increase occurs
at a faster rate than the level of inflation.

Between credits, deposits and GDP per capita in
Turkey there is a direct dependence, i.e. with an
increase in the volume of loans and deposits, there is
an increase in the incomes of the population.

When constructing models that characterize
the influence of the TNB on the financial sector,
only the Turkish one turned out to be significant.
As a result, it was revealed that an increase in
the number of foreign banks in the country leads
to a reduction in public debt. The growth of GDP
contributes to the reduction of the national debt of
the country and increases the strengthening of
banking activity in Turkey. The volume of loans and
deposits is growing. The ratio of deposits to GDP
and the national debt of the country are falling with
GDP growth. Hence, there is a direct dependence
between the ratio of deposits to GDP and state debt.

It is promising to conduct similar studies for
Ukraine. Since the country is of interest to foreign
investors, in particular the banking sector, in recent
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years banks with foreign capital have been gradu-
ally expanding their presence in Ukrainian market.
Among the largest international banks operating in
Ukraine through the establishment of a subsidiary
bank or with partial participation in the capital of
domestic banks, we can mention: Raiffeisenbank
(Austria), Calvon Bank, SNG Bank (Netherlands),
Citigroup, HVB Bank and others.

When determining the expediency of increasing
the presence of foreign capital in the country's bank-
ing system, it is necessary to be guided by the strate-
gic priorities of the country, the practical implemen-
tation of which will ensure the integrity and stability
of the functioning of the national banking system.
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Since 2012, most foreign banks are not ready to exit
Ukrainian market and close their branches. All finan-
cial institutions understand that leaving this market
is economically inefficient for them.

At the present stage, the share of foreign bank
capital in Ukraine has significantly decreased and
reached the identical indicators of the pre-crisis
period.

The future of foreign banking groups in Ukraine
depends on political and economic regulation, as
well as normative regulation. If the country is fully
prepared for profound reforms, the transition to
international standards, in the future the situation
will improve.
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OpecbKuii HaioHANABbHUY yHiBepcuter imeni I. I. MeunukoBa

BITAMB TPAHCHALIOHAABHMX BAHKIB HA PO3BMTOK EKOHOMIKM
TA ®IHAHCOBOI'O CEKTOPA KPAIH, 11O PO3BMBAIOTHCSI
(HA TIPUKAAA] TTOABIII, BPA3UAIL, TYPETIMHI)

Pesiome

VYV cTaTTi pOSKPUTO 3HAUEHHSA TPAHCHAIIIOHAJILHUX OAHKIiB, PO3TVIAHYTO IX POJIb Y PO3BUTKY MiKHAPOIHUX €KO-
HOMIYHMX BiIHOCWH, IPUYUHU IX BUHUKHEHHS, a TAKOXK 1X IepeBaru Haj iHINMNMYU 0AHKIBCBKUMU CTPYKTYPAMMU.
OniHeHO BILINB IXHBOI AifAJBHOCTI HA PO3BUTOK eKOHOMIiKM i (hiHAHCOBOTO CEKTOpa KpaiH, IO PO3BUBAIOTHCH,
MIJIAXOM aHaNi3y pe3yJbTaTiB, OTPUMAHUX IIiJ] Yac Mo0yAOBU perpeciiHUX MoJeJeil.

Kiarouosi caoBa: TpaHCcHAI[ioOHANbHI OaHKMN, eKOHOMIUHUI PO3BUTOK, (DiHAHCOBUII CEKTOP, KPEAUTU, NEIO3UTHU,

iHO3eMHMI KalriTaJ.

bao6oii B. H.
Huxoxaaes 0. O.

Opmecckuil HaUMOHANBHEIN yHUBepcuTeT nmMenu . V. Meunukosa

BAMSIHUE TPAHCHALIMOHAABHBIX BAHKOB HA PASBUTUE DKOHOMMKIA
M OMHAHCOBOI'O CEKTOPA PA3BMBAIOIIMXCS CTPAH
(HA IIPMUMEPE ITOABIIM, BPASUAMN, TYPLIMI)

Pesrome

B craTbe pacKphITO 3HAaUeHVE TPaHCHAIIMOHAJBLHBIX 0AHKOB, pacCMaTpeHa MX POJIb B PA3BUTUU MEXKIYHAPOIHBIX
9KOHOMMYECKUX OTHOIIEHUI, IPUUNHBI UX BOBHMKHOBEHUS, a TaAK)Ke UX IPEUMYIIECTBA HAJ APYTrUMU OGAHKOB-
ckuMu cTpykTypamu. OleHeHO BIWAHWE WX AeATeJIbHOCTU HA Pa3BUTHE SKOHOMUKH U (DMHAHCOBOTO CEKTOpa
pasBUBAIOMIUXCA CTPAH IIyTeM aHan3a pes3yJabTaToB, IIOJYUEHHBIX IPU IIOCTPOEHUYU PErPEeCCHOHHBLIX MOozeJsel.
KaroueBble ciioBa: TpaHCHAIMOHAJIbHbIe 0aHKW, SKOHOMUYECKOE pPa3BUTHe, (DMHAHCOBBIN CEKTOD, KPEAWTHI,

IEem0o3UThl, NHOCTPAHHBIA KaIUTAJ.
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