HenepeabadvyBaHOl cuTyauii. Ypag Mae nepernagatv Ta MokpalilyBaTu HOPMaTMBHO-MpPaBoBY 6asy,
nigsMwyBaT eeKTUBHICTb Harns40BUX OpraHiB, 3MeHLWYBaTW KiNbKIiCTb CTpaTeriyHuii 06’°eKTiB y
BMIACHOCTI OAHIET KOMNAHIT 4YM XONAMHTY. 3afyyeHHS MDKHapOLHMX KOMICIA 4M  MeHe[XepiB,
36iNbLIEHHA KOHTPOMIO Hag AisMu onirapxie Ta 60poTbba 3 KOpynuieto - BCe Le HEOAMIHHO NpusBeje
[0 6inbl NPO30pOoT cUTyauil Ta 3MeHLWMNTb BIPOTiAHICTb MOWMPEHHA HOBMX KOPYMNLIAHUX CXEM.

BBaxalo, W0 Halla KpaiHa Mae NocuIoBaTK MiDKHaApOAHY cniBnpawto, aHanidyeaTu A0OCBIf iHLINX
KpaiH y peryntoBaHHi AisnbHOCTI Cy6’eKTiB MPUPOAHUX MOHOMOMIA Ta CYMDKHUX PUHKIB. OCKiNbKM,
AKL0 MW MparHemMo nobyayBaTh CUNbHY EKOHOMIKY, CNPUATANBUIA iHBECTULLIMHMIA Ta 6i3Hec KnimaT B
JepXxaBi - He0b6XigHO CTBOPOBATM PiBHI Ta KOHKYPEHTHI YMOBW A5 BCiX YYaCHUKIB pUHKY. OfHie0 3
aKTyanbHUX Npo6neM € HeJO0CKOHaNiCTb HOPMATUBHO-MPaBOBOI 6a3n, Ha Xafb, 6arato 3aKoHIB Oynu
NPUAHATI LLe 3a paAsAHCLKOT BNaAW i He BIANOBIJAOTb CyYaCHUM MeXaHi3maM Ta npuHumnaM. 4ns uboro
CNif 3BEpHYTW yBary Ha MOX/MBY YHigikaLito 4O €BpPONencbKOro 3akKOHOAABCTBa, OCKi/IbKM Halla
KpaiHa obpana Kypc Ha iHTerpauito 3 €C[1]. Takox mae 0yTu 3filicHeHa cyfoBa peopma, azxe mu
MAEMO YOPCTKO Ta CBOEYACHO MNpPUTAryBaTM [0 BignoBifaNbHOCTI MOPYLWHUKIB  YMHHOTO
3aKOHOZaBCTBa, 30Kpema TUX, XTO 3/10BXXUBAE MOHOMOJIbHUM CTaHOBULWEM. LLIHOYTBOpPEHHA Mae
BifbyBaTMCA 3rifHO 3aTBEPAXKEHOT METOAMKIN PO3PAXYHKY Tapudy, Npu LbOMY Y pasi NiJBULLEHHS LiiH,
KOMMaHieto Mae HafjaBaTuCsA NOSAACHEHHSA KOHTPOMOOYMM OpraHam LWojao 6yAb-aKuMX 3MiH, 3 Nojanbwmnm
[IOHECEeHHAM iH(opmaLii 40 CroXunBadiB.
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ISSUES OF EXTERNAL DEBT IN UKRAINE: CHINA’S DEBT TRAP POLICY AND
FINANCIAL INNOVATIONS (MINSKY MOMENT)

Short introduction:

The main target ofthe research is to learn how the increasing of China’s debt in general structure
of Ukrainian debt leads to higher external financial dependency and becoming a challenge to financial
sovereignty of the state in general. “The projects, that China is supporting are often intended not to
support the local economy, but to facilitate Chinese access to natural resources or to open market for its
low - cost and shoddy export goods” [2]. Fiscal fatigue reinforces China’s investment, because China’s
government requires to return loans. The impossibility to return loans creates the “precedent” in a form
of China’s requirement to sell national property (seaports, land - etc.) by lower price. In this case the
second wave of economic growth will be typically “resource oriented”

In our analysis we use P’HAPI concept, which allows us to use the holistic approach to problem
solving to improve the level of national wealth in the long run. The practical importance of the issue is
in the framework ofthe China’s attempt to reach the natural resource through the “cheap loans policy”.
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The problem statement:

Sovereign debt is the one ofthe leading causes oflong- run economic slowdown. Sovereign debt
has increased substantially in Ukraine during last years. There is a gap in knowledge of sovereign debt
influence on economic wealth. Solving the sovereign debt issue gives economic benefits to the society
in the form ofeconomic growth and development. The government needs a highly developed programme
to eliminate the negative outcomes of sovereign debt and avoid the “free of charge cheese”

We are trying to identify the key variables for our analysis.

Sovereign debt burden and fiscal fatigue.
Sovereign debt (s.d.) burden and Minsky moment.
- China’s predatory lending.
Resource coarse (debt trap dependence and Dutch disease)
S.d. burden and financial innovations bubbles

The research question and hypothesis. We sketch a specific pattern ofbehaviour to define the dynamic
problem with a help of the reference mode. The time interval is from 1991 to 2030. The initial sovereign
debt/GDP ratio is around 0.05.

Figure 1. Reference mode for sovereign debt

The sketch is aimed to explain the causal relationships which produced the behaviour which is
similar to overshoot. We observe 2 period of the overshoots. The target pattern is oscillation over 31
years. There are alternative views on sovereign debt: “The biggest driver of public debt increases is not
primary deficits, nor output, nor interest payments. Instead, the main driver is large stock flow
adjustments” [1].

On the basis of the previous graph we construct the mental model, which reflects the idea of
connectivity between the basic sovereign debt model, land selling to China and possibility of Minsky
moment to occur as a result on national economy overheating. “The mostwell - known part of Minsky’s
theory is the Financial Instability Hypothesis, which argues, that the capitalist economy is inherently
unstable” [3]. We suppose, that under negative scenario of Chinese investment attraction the land selling
to external investors will increase in parallel with unemployment. On the other hand, national GDP, due
to sudden financial bubble blowing up, as a result of “external debt overheating”, will decline. The
negative affect will be enforced by lessening ofthe share of people with land ownership and withdrawal
of substantial part of nominal GDP.

The explanatory model

The main target ofthe explanatory model is to clearly express the idea of sovereign debt growth
in Ukraine, leading to its overhang and crowding out of national investment. Fiscal fatigue is an initial
point ofthe circle, which eventually may be reinforced by Minsky moment
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Implementation This model is primarily designed to be used by developers during lectures and seminars
teaching in “International Economics”. It has also implementation after reworking by government
officials for sovereign debt policy. It is especially important to develop the National Strategy of
educational factor influence on sovereign risk rate.

Conclusions.

1. The financial globalization has drastically shifted our view on sovereign debt. The fear to get
into “debt trap” due to external debt trap diplomacy is based on “commodity - based approach”.

2. The possible “white elephant” for Ukrainian economy is the elements of modem transport
infrastructure restructuring due to the fact of the high share of external loans, involved in it.

3. To avoid the possibility of Minsky moment we need to redirect the attracted investment in real
sector for creation of real innovations on the stage of GDP growth and prevent the creation of
financial bubbles as a result of redirecting the real investment into financial sector.
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MOPIBHAHHSA PIBHA PO3BUTKY HOBOT EKOHOMIKW B YKPATHI TA CIHA

MocTaHoBKa Npo6sieMn. HoBa eKOHOMiKa AVKTYE HOBITHI YMOBYM pHKaM, BUMarae aganTyBaHHs
[10 TN06anbHOT EKOHOMIKWN, iKa BCE OifblLUe 3aN1eXNTh Bif, PO3BUTKY 3HaHb Ta iHHOBALLiI. B 0CTaHHI poKu
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