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TEHAEHIIIT PO3BUTKY CTPAXOBOTI'O PUHKY VKPATHU

In today’s economic environment, the insurance market plays one of the leading roles in ensuring
the protection of property interests of individuals and legal entities and long-term investmentin the
real sector of the Ukrainian economy. The insurance market is an extremely complex multilevel system
consisting of a number of interconnected and interdependent subsystems such as: insurance
products, tariffs, sales and demand generation, infrastructure and more. The formation of a
developed insurance market in Ukraine will provide favorable conditions for market transformation
and stable development of the national economy, the development of the world economy and
international relations, which makes the research topic relevant.

The article considers and analyzes the current state of the Ukrainian insurance market and the
main indicators of insurance activity for 2012—2019. Itis determined that the reduction in the number
ofinsurance companies is the result of the regulator’s efforts to strengthen the market by removing
players who do not meet the requirements of solvency and reliability. The key problems of the
insurance market activity and problems that hinder its development are highlighted, the directions
of itsimprovement and further development are suggested. The conducted research shows that the
insurance market of Ukraine is an effective means of redistribution of funds that have previously
been accumulated for further investment in the development of the country’s economy.

The analysis of integration processes in the Ukrainian insurance market makes it possible to
conclude that the degree of its development is insufficient and the need for further liberalization is
aimed at facilitating integration into the global financial space. In Ukraine, as in the world insurance
market, there is a process of increasing the capitalization of national insurers, the merger of
insurance, banking and industrial capital. Liberalization of trade in insurance services facilitated the
entry of Ukrainian insurers into foreign markets, but the presence of national insurance capital on
them is negligible. Today, the Ukrainian insurance market is under development and has certain
advantages and significant disadvantages: the growth rate of the insurance marketislagging behind
the economic growth rate, and its share in the country’s GDP is negligible. But the Ukrainian insurance
market has a strong potential for development.

Y cyyacHux ymoBax rocnonaproBaHHsI CTpaxoBuUii PUHOK Bigirpae oaHy 3 NnpoBigHUX posiei y 3a-
6e3neyeHHi 3axucTy MaliHoOBuUxX iHTepeciB PiznyHnx Ta opuaNYHNX 0Cib i LOBrocTPOKOBOMY iHBECTY-
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BaHHI y peasnibHWii CeKTOp eKOHOMikun Ykpaiun. CTpaxoBuii puHoK € Hag3BuU4aiHO CK1agHolo 6araro-
PiBHEBOIO CUCTEMOI0, IKa CKJ1aAa€TbCA 3 HU3KN B3aEMOINOB '93aHNX Ta B3a€EMOO0OYMOBJIeHUX MNifCUC-
TeM, siK-OT: CTPaxoBi NPoRyKTu, Tapudu, opraHizawlis nponaxy i popmMmyBaHHS NONUTY, iHppacT-
PYKTypa ToL0. POpMyBaHHSI PO3BUHYTOI0 PUHKY CTPaxoBux nocayr B YkpaiHi 3abe3ane4ynts crnpu-
ATNBI yMOBU A1 PUHKOBOT TpaHcopmaLii Ta cTabinbHWiA pO3BUTOK HaLlioHaIbHOi eKOHOMIKU, PO3-
BUTOK CBiTOBOi €KOHOMIKM Ta Mi>XKHapoAHUX BigHOCUH, L0 Vi 0OYyMOBJ/IIOE aKTyaslbHiCTb TeMU [OCi-
JDKEHHS.

Y crarTi po3rnssHyTO Ta npoaHa’sii30BaHO Cy4aCHUWIi CTaH CTPaxoBOro puHKy YKpaiHn Ta OCHOBHI
MoKa3HUKU cTpaxoBoi gisnibHocTi 3a 2012—2019 pokun. BusHa4yeHo, L0 3MeHLIEeHHS KiJlbKOCTi cTpa-
XOBUX KOMMNaHIiV € pe3ysibTaToM poboTu perynsiTopa iz 3MilHeHHS PUHKY LLJISIXOM BUBELNeHHS rPaBLiB,
sIKi He BignoBigaloTh BUMOramM rnjaaTocripoOMOXXHOCTI Ta HapgilHOCTI. BugineHo kio4oBi npobnemu
AifNIbHOCTIi CTPaxoBOro pyuHKy Ta NPo6s1iemu, Lo CTPUMYIOTb FHOIro PO3BUTOK, 3alpPONoOHOBaHO Hanps-
MU Oro BAOCKOHAaJIeHHSs Ta nog4asibLioro po3sutky. lNpoBegeHe HaykoBe [OCNiA)KeHHS [a€ 3MOry
KOHCTaTyBaTH, L0 CTPaxoBuii PUHOK YKpaiHn € epeKTUBHUM 3aCOO0OM rnepepo3noginy KoLTiB, aKi
paHiwe 6ynu Hakonu4eHi Ans noaasnbLIoro BK1agaHHs B PO3BUTOK €KOHOMIKU KpaiHu.

AHani3 iHTerpauiviHnx npoyeciB Ha CTPaxoBOMY PUHKY YKpaiHN A03BOJISIE 3p0OUTN BUCHOBOK PO
HenoCTaTHI CTyNiHb HOro PO3BUTKY Ta HeOBXiaHICTb NoganbLUOf Nibepani3auii, noknukaHoi cnpus-
TUiHTerpauiiy ceitoBuii piHaHCcOBUiA NPOcCTip. B YkpaiHi, sik i Ha CBITOBOMY PUHKY CTpaxyBaHHSs, Ma€e
Micue npouec 36inbLueHHs KaniTanisauii HayioHasIbHUX CTPaxoBUKIB, 3/IMTTS CTPaxoBOIro, 6aHKiBCb-
KOro Ta npoMu1c/I0BOro Kkanitanis. Jlibepanisauyisi Toprieni ctpaxoBumMmu nocayramv cripusizia Buxogy
YKpaiHCbKUX CTPaxoBUKIB Ha iHO3€eMHi pUHKU, ane rIPUCYTHICTb HaLiOHasIbHOro CTPaxoBoOro Kanitany
Ha Hux He3Ha4yHa. Ha cborogHi ctpaxoBui pUHOK YKpaiHn 3HaxoAnTbCSs1 Ha eTari po3BUTKY Ta Mae
neBHinepeBarn Ta 3Ha4HY KiJibKiCTb HeJONiKiB: TeMMnu poOCTYy CTPaxoBOIo PUHKY BifiCTalOTb Bif TeMniB
POCTY eKOHOMIKU, a ioro Yactka B BBI1 kpaiHn He3HayHa. Ane yKkpaiHCbKU CTPaxoBUil pUHOK Ma€e

MOTY)XHWUN NOTEeHLiasn asiss pO3BUTKY.

Key words: insurance, insurance company, insurance market, environmental factors, factors of the internal

environment, life insurance, risk insurance types.

KnrouoBi cnoBa: cmpaxyBarHs, cmpaxoBa KomnaHis, cmpaxoBuli puHoK, pakmopu 308HiuHb020 cepedoBuuya,
gakmopu BHympiwHso2o cepedoBuuya, cmpaxyBanHs Hcumms, pusukoBi Budu cmpaxyBaHHS.

SETTING OBJECTIVES

Today, in an unstable economy, the role of insurance
as a mechanism of accumulation of money supply and a
source of long-term investments into the economy
increases in the whole world, which in turn promotes
financial stabilization, raising the quality of life of the
population and ensuring the continuous production activity
of enterprises and organizations. The insurance market of
Ukraine is at the stage of gradual integration into the global
financial market, therefore, the issue of modern
development of the insurance services market and finding
directions for its improvement is relevant and requires in-
depth study.

ANALYSIS OF RESEARCH AND
PUBLICATIONS

The issues of the development of the theory and
practice of the formation and functioning of the insurance
market in their works were studied by such domestic
scientists as Bazylevych V., Vasilik O., Grinchishin Ya.,
V. Diba, Klepikova O. [1], Muzyka O. [2], Prikazuk N.,
Ponomaryova O., Rotova T., Tkachenko N. [3], Seli-
verstova L. [4]. Despite the wide range of problems
mentioned in the writings of scientists, the question of
planning and prospects for the development of the
Ukrainian insurance market requires the further research.

The purpose of the study is to analyze the trends of
the insurance market development and to substantiate the

directions of effective development of insurance com-
panies.

UNINVESTIGATED PARTS OF GENERAL
MATTERS DEFINING

The Ukrainian insurance industry remains in the
process of its development and gradual integration into
the world market, so the question of analyzing the trends
of the insurance market development and finding directions
forimproving its activity is necessary and needs study in-
depth.

The research objective. As the result of the research,
there will be the deep analysis of current trends in the
insurance market of Ukraine and identified areas of
improvement of its functioning.

RESULTS

The place of the insurance market in the financial
system of Ukraine is due to the role of various financial
institutions in financing insurance protection, as well as
their significance as objects of placement of investment
resources of insurance organizations and maintenance of
insurance, investment, financial and other activities. The
specificity of insurance determines the direct connection
of the insurance market with the finances of enterprises
and population, the banking system of the country, the
state budget and other financial institutions, within which
the insurance relations are implemented. In such a
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as aninvestment instrument, is not
developing sufficiently but steadily
and demonstrates a tendency for
further growth.

The insurance market is the
second in terms of capitalization
among other non-bank financial
markets. The total number of the
insurance companies for 30.09.2019
was 234, including the insurance
companies for life insurance (IC
"life") — 23 companies, other types
of insurance (IC "non-life") — 211

2012 2013 2014 2015 2016

E The total number of insurance companies

[ Insurance companies '"non-life"

Pic. 1. Dynamics of the number of the insurance companies in the
domestic insurance market for 2012—2017 years [built on data 5]

relationship, the relevant financial institutions act as
insurers and consumers of insurance products. Specific
relationships are formed between the insurance market and
the state budget and the state extra-budgetary funds,
which is associated with the organization of insurance [2,
p. 248].

The insurance market is an important component of
the financial market of the country and is closely connected
with the industrial sphere and the level of welfare of the
population. The positive changes in the economy,
increasing the welfare of the population contribute to the
activity of insurance companies, and the stable
development of the latter, creates favorable conditions for
improving the general state of the economy by investing
their accumulated funds in various areas and industries [4,
p. 65].

The modern insurance market in Ukraine is currently
not the best time, since it is negatively affected by external
and internal factors. Given the instability of the domestic
economy and the military conflict in the country, insurance,

Table 1. The concentration of the insurance market

during 2012—2016

2017

Insurance companies "life"

companies [5].

The dynamics of the changes in
the number of insurance companies
in the domestic insurance market
for 2012—2019 years is shown in
Pic. 1

Although the number of
insurance companies tends to
decrease, the volume of gross insurance premiums and the
amount of net insurance premiums testify to the
effectiveness of the domestic insurance market develop-
ment.

According to the National Commission of the
regulation of state financial services markets, gross
insurance premiums for the 9 months of 2019 increased
by 16.3% to UAH 40.562 billion, of which individuals
account for UAH 15.863 billion, which is 39.1%, for legal
entities persons — 24.699 billion UAH (60.9%). Thus, net
insurance premiums for the 9 months of 2019 increased
by 18.8% to UAH 30.149 billion, which is 74.3% of gross
premiums.

For risk insurance, UAH 37.268 billion was received,
representing 91.9% of the total premiums, and life
insurance — UAH 3.294 billion or 8.1% of the total
premiums.

The increase in gross premiums was observed to the
following types of insurance: financial risk insurance
(+43.7%), property insurance (+ 10.8%), fire and risks
insurance (+ 15.1%), carinsurance (+ 17.2%)), life
insurance (+20,2%), health insurance (+ 39.3%),
accident insurance (+ 12%) and air insurance

2018 30.09.2019

First Part at the insurance market «Life», % (+19.4%). At the same time, the decline in net
(Top) 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 [ 2019" | jnqyrance premiums was observed in the following
Top 3 51.3 1440 |57 (448 1428 1545 1543 1587 types of insurance: liability insurance — (-6,7%)
Top 10 87.1 90.4 1909 |91,2 |[87.9 [959 (96.9 96.7 . ’ ”
Top20 967 197.0 983 [98.7 [99.0 999 [100.0 1000 | cargo and luggage insurance (— 2,7%), credit
Top 50 100.0 |100.0 [100.0 |100.0 |100.0 |100.0 |- - insurance (-13,7).
Top 100 |- - - = = - - - Consequently, the negative characterization of
Top200 |- - - - - - - - the trend of reduction of insurers is incorrect, since:
;l;loetilll;ﬁ; 100,0 |100,0 {100,0 |100,0 |[100,0 |100.0 |100.0 |100.0 firs.tly., the practice of .2004_2007., the charac-
Part at the insurance market «non-life», % te”?tlc.feature of which was. to increase t_he
Top 3 137 199 135 1156 1147 1213 1150 153 profitability of insurance companies on an extensive
Top 10 344  [286 (307 [350 [363 [43.8 [39.6 [38.7 basis, was evidenced by the fact that the
Top 20 536 468 |503 |53.8 603 [629 [619 [59.9 quantitative growth of the insurance portfolio does
¥°P Tgo ;g? ;g-g ;;? ;§~Z gz? gg - gg-;‘ 22'(1) not lead to a qualitative change. The rate for the
0] . . . B . . . . n "o . g .
Tog 200 (992 (910 [992 [995 [99.0 [995 (997 [oo.5 | Scale effect’is not justified, as a result of which
Totally at _[100.0 [100.0 [100.0 [100.0 [100.0 [1000 [1000 [1000 | the effectiveness of Ukrainian insurers does not
the market reach the efficiency thatis characterized by foreign

* — for the 9 months of 2019.
The source: built on data [5].

insurance companies. Secondly, the insurance
market has long overdue the issue of consolidation
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of insurers, since the concentration of insurance market
for the receipt of gross insurance premiums of the first 20
insurers, for example, at the end of 2018, accounted for
100.0% of insurance "life", and insurance "non— life" —
61.9%. This state of affairs is characteristic not only for
2018; it is typical for the insurance market of Ukraine
during the investigated period (Table 1).

Thus, despite the large number of companies, in fact,
in the insurance market, the bulk of gross insurance
premiums — 98.1% — are accumulated by 100 non-life
ICs (47.4% of all non-life ICs) and 96.7% — 10 Life
Insurance Company (43.5% of all Life Insurance Company).

For the life insurance market, the Herfindahl-Hirschman
Index (HHI) was 1540.28 (for the 9 months of 2018 —
1445.23), for the risk insurance market it was 273.79 (for
the 9 months of 2018 — 248.57). As a whole for the
insurance market, the Herfindahl-Hirschman index was
210.90 (for 9 months of 2018 — 219.96). The data indicate
that over the 9 months of 2019, there was a significant
level of competition in the insurance market other than life
insurance (HHI 3 times less than 1000), while there was
moderate monopolization in the life insurance market.

TOP-10 of the largest insurers for bonuses for
9 months of 2017 is given in Table 2.

The size of gross insurance premiums for 6 months of
2019 increased by 16.5% and amounted to 27.3 billion
UAH, including 25.2 billion UAH (92.3%) for risk insurance,
and 2.1 billion UAH (7.7%) for life insurance. Net insurance
payments increased by 20.1% and amounted to 20. 1 billion
UAH (73.7% of Gross premiums).

The gross insurance payments for the first half of 2019
amounted to UAH 6.67 billion ($ 265.8 million), includes
the risk insurance — UAH 6.38 billion. (95.7%). Gross
payments increased by 9.8%, net insurance payments
increased by 11.3% to UAH 6.53 billion. The gross
payments amounted to 24.4% as of 30.06.2019. The net
payout rate was 32.4%.

TOP-10 of the largest risk companies for 9 months of
2017 are shown in Pic. 2.

The number of concluded insurance contracts decrea-
sed by 2.4%. Insurance reserves increased by 5043 million
UAH. (+ 21%) comparing with the same date in 2018, while
technical reserves increased by UAH
3,720 million. (+24%).

The total assets of Ukrainian
insurance companies as of June 30,2019
amounted to 65.3 billion UAH, which is
14% more. The amount of assets defined
by Art. 31 of the Law of Ukraine "On Insu-
rance", increased by 17.8% to 42.7 bi-
llion UAH.

The total number of insurers in the
1st half of 2019 was 249 companies:
26 life insurance companies and 223 risk 0-
insurance companies (the number of
companies decreased by 42 or 14.4%
over the year). However, in fact, in the
insurance market, the main share of gross
premiums of 98.2% is accumulated by
100 risk insurers.

Gross insurance payments increased
over the 9 months of 2019 by 12.5% to
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Table 2. TOP-10 of the largest insurers for
bonuses for 6 months of 2019, (ths UAH)

Insurance companies Ne pre(e;nl;?lfrsns Growth,
. 5 o
In rating ths UAH %o

ARX 1 1123063 +22,66
UNIKA 2 1110201 -2,61
ARSENAL INSURANCE |3 1029025 +14,85
USG & GLOBUS 4 921950 +107,94
TAS SG 5 856 811 +35,77
PZU UKRAINE 6 831817 +24,24
INGO UKRAINE 7 748 968 +35,45
ALFA INSURANCE 8 517 485 +47,51
UNIVERSAL 9 490 311 +17,40
ASKA 10 487236 +44,38

UAH 9.846 billion. The level of gross payments decreased
from 25.1% to 24.3%. In January — September 2019,
insurers paid UAH 9.624 billion in net insurance payments
(13.7% more). The level of net payments decreased from
33.3% t031.9%.

A high level of gross insurance payments is observed
in car insurance — an increase of 14%, medical insurance
— by 28.4%, financial risks by 5.3%, medical expenses
by 18.8%.

The above data suggests that the modern insurance
market is developing, but there are still many problems that
require urgent solutions. Thus, the external factors of
inhibition of the development of the insurance market
should be considered: the imperfection of the regulatory
framework; the low demand of individuals and legal entities
for the range of insurance services, which is associated
with low solvency of potential insurers; the lack of reliable
investment programs, as well as real financial mechanisms
for long-term placement of insurance reserves; the
information opacity of insurance companies; the distrust
of the population to any kinds of investments; the political
instability; the inflation growth; the insufficient
development of the stock market; the insufficient level of
information about the state and the possibilities of the
insurance market; the lack of reliable long-term
instruments, as well as guarantees of preservation and
return of invested funds; the impossibility (in accordance
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Pic. 2. Insurance payments of TOP-10 of the largest risky
companies of Ukraine for the 6 months of 2019 (ths. UAH)

[based on data 5]
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with the current legislation) the storage of insurance
reserves in freely convertible currency, which leads to the
impairment of insurance reserves, due to the instability of
the national currency; the lack of qualitative and timely
statistical information and the lack of detailed information-
analytical materials on the state and problems of the
formation of the insurance market in Ukraine.

The internal factors of the inhibitory impact on the
development of insurance should include: the insufficient
range of insurance services provided to customers; the
low level of diversification of services; the unsatisfactory
condition of service of the insured; the lack of
manufacturability of insurance operations; the lack of
effective risk management systems; the imperfection of
the system of informational and analytical support of
insurance activity; the low financial reliability and solvency
of insurers; the inefficiency of the state regulation of
insurance in Ukraine; the lack of well-qualified insurance
experts.

Despite the above problems, the potential for
development of the Ukrainian insurance market is very
high. The positive trends in the development of the
insurance services market include: the strengthening of the
insurance market by means of withdrawal of players —
the insurance companies that do not meet the requirements
of solvency and reliability of insurers; the assets of the
insurance companies remaining on the insurance market
of Ukraine comply with the quality and diversification
requirements established by the National Financial
Services Commission; the significant increase in the level
of the insurance culture among managers of enterprises
and among the population.

Ukraine is lagging behind in the process of bringing
the regulation of the insurance activities in line with world
standards [6]. The development of the insurance market
as an integral part of the financial market of Ukraine, its
further dynamic development, volumes and directions of
economic entities financing willdepend on expanding the
range of insurance services, increasing their compe-
titiveness, improving the regulatory framework in terms
of taxation and increasing requirements to the order the
creation of insurance companies, ensuring the optimal
structure of the relationship between compulsory and
voluntary insurance, attracting the insurance market to the
solution of the problems of social insurance, further
integration into international structures, involving the
insurance market to address critical issues of economic
development.

CONCLUSION

The stage of political and economic instability in
Ukraine has a significant impact on the development of
both the insurance companies separately and the insurance
market as a whole. The decrease in the level of solvency of
the population and insurers' confidence in recent years has
led to a significant decrease in the demand of insurance
services. Therefore, today insurers face a difficult task of
increasing assortment, volume and quality of insurance
services, raising the level of capitalization and financial
reliability of insurance companies, gaining trust in legal
entities and individuals. Following the abovementioned
measures aimed at overcoming the crisis trends, the

domestic economy will be able to attract the significant
investment resources, strengthen the effectiveness of
state supervision of insurance activities, and create the
structural framework for the development of various types
of insurance. One of the important internal factors in the
development of insurance business may be process of
underwriting of a separate insurance company that is
effectively built. The application of this approach will
ensure the profitability and financial stability of the
insurance companies through a thorough analysis and
selection of risks for their acceptance for insurance.
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