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PROBLEMS AND PROSPECTS OF THE DEVELOPMENT OF COOPERATION
BETWEEN BANKING INSTITUTIONS AND INSURANCE COMPANIES

NMPOBJ/IEMU TA NMEPCIMNEKTUBU PO3BUTKY CHIBIPALJ
BAHKIBCbKX YCTAHOB 31 CTPAXOBUMU KOMIMAHIAMUA

In this article the issues of cooperation between banking institutions and insurance companies are
studied. The essence of "bancassurance” as a way of partner relationships between banks and insur-
ers providing benefits for both them and their clients has been considered. The peculiarities of financial
supermarket as the most perfect form of banks’ consolidation with insurance companies comparing to
others — joint ventures, strategic alliances, share exchanges etc. have been analyzed. Peculiarities of
consolidation without formation of a single capital and requirements imposed to insurance companies
by banking institutions to receive accreditations have been revealed. The author has formulated the
problem and the prospect of the development of partner relationships between banking institutions
and insurance companies and analyzed the factors, which can have an impact on the effectiveness of
banking-insurance interaction in the conditions of the Russian invasion.

Key words: a banking institution, an insurance company, integration, the financial sector, the financial
service market, competition.

Y cmammi docidxeHi numaHHs crisrpayi 6aHKIBCbKUX yCmaHOo8 3i cmpaxosuMu KOMIMaHIsMU.
PozesisiHyma cymHicmb «bancassurance» sk Criocoby napmHepCbKux B3aEMOBIOHOCUH GaHKIB i
CMpaxosuKig, Wo 3abesredye 8U200U sIK 0/151 HUX, MakK i 07151 IX k/ieHmIB, 07151 SIKUX BIOKpUBarOMbLCS
MOX/IUBOCMI 00epyamu 8 0OHOMY Micyi ma i3 Cymmesol eKOHOMIEID Yacy HeobXiOHI KpeoumHo-
iHBecmuyitiHi ma cmpaxosi npodykmu i roc/yeu. [MpoaHasnizosaHi 0co6auBocMi (hiHaHCOBO20
cynepmapkemy siK Halibisiblu 00CKOHa/IOi ghopMu KOHconidayii 6aHKI8 3i cmpaxosumMu KOMMaHIsmu
B MOPIBHSIHHI 3 IHWUMU — CrTi/IbHUMU MidnpueMcmaamu, cmpameziyHUMU a/lbsiHcamu, 06MIHOM akyjili
ma iH. BusigneHi ocobausocmi KoHcosioayji 6e3 ghopmysaHHs1 EQUHO20 Kanimasty, wjo Halbinbw po3-
10BCOOXeHa B YkpalHi i 0CHOByeMbCs1 Ha yK/1adaHHi 002080py MiX dosipumesieM (Cmpaxosoto KOM-
raHieto) ma rosipeHum (6aHKIBCbKOK YCmMaHOoB0k) Wjodo crigpobimHuymsa — nputHIMms 6aHKoM
30608 '3aHHs1 rposadumu sid iMeHi ma 3a paxyHOK cmpaxosoi KoMnaHii YacmuHy ii disisibHocmi. Po3-
2/1IHymi BUMO2U 00 CMpPaxoBuUX KOMMaHiIl 3i CMOopOHU 6aHKIBCLKUX ycmaHo8 07151 00epaHHs akpe-
dumauii ma npoaHasii308aHi yCrituHi puk/Iadu crigrpayi makux cUCmMEeMHUX BIMYU3HSIHUX GaHKIB, 5K
AT KB lNpusam6aHk, AT «YkpCubbaHk», AT «OujadbaHk» 3 akpeoumosaHUMU CmMpaxosumu KOMIa-
HisiMu. [NpoaHasiizosaHa duHaMika KislbKocmi akmusHUX 2pasyis ma 6aHKIBCLKOMY ma cmpaxosomy
PUHKax ma Be/IUYUHU aKkmusig 6aHKi8 ma cmpaxosux kommaHil 3a 2018-2022 pp. CehopmyribosaHi
Mpob/iemMu ma repcrekmusU PO3BUMKY MapmHepChbKUX BIOHOCUH MiX GaHKIBCLKUMU ycmaHosamu |
CMpaxosuMU KoMaHismu. [poaHasizosaHi YUHHUKU, WO MOXYMb YUHUMU He2amusHUl Br/us Ha
eghekmusHicmb 6aHKIBCbKO-CMpaxosoi 83aeMo0ii 8 yMOBax POCIliCbKO20 BMOpPaHEHHS!. BusisieHi
MOX/IUBOCMI KOHCO/TOAYst 3yCusib y BOEHHUU ma MiC/IIBOEHHUL Nepiodu 8 Mexax 6aHKIBCbKO — cmpa-
X0B020 NMapmHepcmsa. 3po6/ieHi BUCHOBKU, WO, He38aXatoHU Ha Oesiki BUK/IUKU, 06udBa cekmopu
MOXymb 00csiemu yCriXy, CrUparyuCh Ha B3aEMOOOMOMOgY, MEXHO/02IHHUU Mpo2pec ma Crii/ibHi
cmpamegii. Peay/isimop makox Moxe sidigpasamu akmusHy posib y CMBOPEHHI CpUSIM/IUBUX YMOB
0715 crignpayi M 6aHkaMu ma CcmpaxosuMu KOMMaHIsMU, Wo 3abe3rneqyums cmabinbHicmb ma
3pocmanHsi GhiHaHCoBOI cucmemMu 8 UiIoMy. Baxx/iusoro € posib 0epxasu Wooo 3a/1yyeHHs1 6aHKis ma
cmpaxoBux KoMrnaHill y mpozpamu 1o BiOHOB/IEHHIO eKOHOMIKU.

KntouoBi cnoBa: 6aHKiBCbka ycmaHosa, cmpaxosa KOMMaHisi, iHmeapayisi, hiHaHcosuli cekmaop,
PPUHOK GIHAHCOBUX 110C/1ye, KOHKYPEHUiS.

YK 336.77.067.22
DOI: https://doi.org/10.32782/infrastruct74-22

Gavrilko Tetiana

Ph.D, Associate Professor,
Associate Professor

at the Department of Finance,
Accounting and Taxation,
National Aviation University
Mantach Anna
Undergraduate,

National Aviation University

Formulation of the problem. In the modern
global financial world consolidated activities of banks
and insurance companies has a significant impact
on provision of financial systems stability and eco-
nomic growth. By interacting with each other, these
two areas of financial services allow to protect inter-
ests and satisfy the needs of consumers by providing
them with products of high quality and attractiveness.
The development of efficient cooperation between
banking institutions and insurance companies is not
an unimpeded task, however, it is extremely impor-
tant in the conditions of comprehensive economic
challenges faced by markets nowadays.

Analysis of recent research and publications.
The domestic scientists, among whom there are
N. Avanesova, O. Agres, O. Kalchenko, L. Klapkiv,
Yu. Makarenko, M. Novykova etc., have paid big
attention to the issue of partner relationships between
banking institutions and insurance companies.
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Despite the significant scientific heritage, the issue
of cooperation between banks and insurance com-
panies still requires further investigation. Important is
understanding of the ways of convergence of banking
and insurance areas in the conditions of the Russian
invasion and during the post-war period taking into
account the peculiarities of formation of a demand
for insurance and banking services as the grounds
for realization of the acceptable model of banking —
insurance relationships.

The purpose of formulating the article. The
goal of this work is to analyze interaction between
banks and insurance companies, identify problems
existing in this area and reveal factors, which will con-
tribute to the development of banking and insurance
partnership.

Presentation of the main research material.
Term “bancassurance” originated in France in the
late 60s of XXth century and meant cooperation
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between banks and insurance companies. Earlier in
the German literature this type of cooperation was
described by term “allfinanz” that is translated as
“everything from one hand”. In the up-to-date eco-
nomic literature term “bancassurance” is interpreted
as involvement of banking institutions in production,
marketing and spread of insurance services.

There are different definitions of term
“bancassurance”, but prevailing is understanding
of its essence as such a level of transformation of
relationshipsbetweenbanksandinsurance companies
that opens up opportunities for consumers to receive
a necessary credit, investment and insurance product
at one place and with significant time saving. Banks
and insurance companies work together on the basis
of partnership to propose joint products and services
to their consumers using main sales channels and
customer databases. Such an approach allows
both parties to provide maximum benefit from the
cooperation, including due to increase of revenues
and growth of market attractiveness [1].

Creating the conditions for the development
and promotion of new financial products the bank
and insurance consolidation provides the growth
of participants’ business and extension of client
service spectrum [2]. “Bancassurance” interaction is
beneficious for both financial institutions and clients
who can get complex servicing, a larger range of
financial services from one source and a possibility of
their cost reduction [3].

In expert's opinion, the financial supermarket
is the most perfect form of consolidation between
banks and insurance companies that not only based
on the integration of their structures at the level of
separate structural subdivisions, but also at the
level of a head office that enables to provide clients
with various services — bank, insurance, investment
services etc. [4].

A capability to extend a range of services, e.g.
additionally including services such as leasing,
consulting, real estate, auditing, factoring depends
on the current legislation, the level of client interest
in getting up-to-date financial products, the financial
capability of potential participants of the financial
supermarket and their capability to provide the
high quality service and individualized approach to
consumers [5].

Except the financial supermarket consolidation of
activity can exist in different forms: creation of joint
ventures, new institutions, share exchange, formation
of strategic alliances [6].

The main differences of various consolidation
forms are the absence or availability of a single capital
that determines the peculiarities of joint functioning of
banking and insurance business and the capability to
receive the maximum synergetic effect.

Consolidation without formation of a single
capital is most spread in Ukraine and is grounded

on conclusion of an agreement between a principal
(an insurance company) and an attorney (a banking
institution) regarding cooperation — acceptance by a
bank the obligation to carry out a part of its activities
on behalf and at the expense of an insurance
company. The agreement specifies the parties’
obligations, terms of agent’s remuneration and the
order of mutual settlements, ensuring information
confidentiality, guarantees of the contracting parties
and their responsibility.

The agreement is signed as a result of a bank’s
decision to accredit an insurance company; to receive
accreditation a company has to comply with a number
of requirements and confirm this compliance by
providing required documents. Among the traditional
requirements imposed by banks in the case when an
application for accreditation has been received there
are the following:

— availability of a definite term of presence at the
market of Ukraine (as a rule, at least two or three
years);

— availability of the license for providing insurance
activity by those types of insurance, by which
cooperation is expected;

— providing information on the real (beneficial)
company owners;

— positive reputation at the market grouned on
evaluations of insurers, reinsurers and the Bank;
absence of negative cases in the history of the
company’s activity (violation of insurance terms, legal
disputes with the Bank),

— existence of a branch network in the
regions complying with the locations of the Bank’s
departments;

— the amount of own capital and assets depending
on weather the company belongs to category “life” or
“non-life”;

— reliability of reinsurer partners, existence of
agreement for cooperation with them regarding
compulsory reinsuring of property risks;

— evaluation of the insurance company’s financial
status directly by the bank.

Nowadays the largest domestic system banks
got convinced in the advantages of cooperation
with insurance companies. There are well known
successful examples of bank and insurance
consolidation. The partners of JSC CB PrivatBank
are leading domestic insurance companies VUSO,
UNIQUA, NASK “ORANTA”, “Universal”, TAS, ARKS,
“ARSENAL INSURANCE”", “Euroins Ukraine”, INGO,
“Kniazha Life Vienna Insurance Group”, “Ukrainian
Insurance Group” etc.

In JSC *“UkrSibbank” the following companies
were accredited, such as ARKS, “Universal”, “PZU
Ukraine”, “Ukrainian Insurance Group”, “Kniazha”,
“Cardiff”, “Express Insurance” [7].

In JSC “Oschadbank” three life insurance
companies were accredited (“MetLife”, “ARKS LIFE”,
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“PZU Ukraine Life Insurance”), 16 property and
liability insurance companies, five companies for
working with partners (“ViDi-Insurance”, “Express
Insurance”, “Krayina”, “European Tourist Insurance”,
“NIKO Insurance”) [8].

For the last five years there has been a decrease
in the number of active players at the bank and
insurance markets. The number of banking
institutions has been reduced from 77 to 67, and the
number of insurance companies — from 281 to 128.
The process of reducing the number of banks was
significantly caused by “cleaning” the bank sector by
the regulator, which took place due to the reforms
conducted and establishment of strict regulations for
the market participants.

The similar situation occurred to insurance
companies — the National Bank of Ukraine has
reduced a number of participants at the market
due to the increased effectiveness of insurance
company activity control. Among the criteria used
to withdraw licenses of insurance companies there
were non-compliance with capital adequacy and
solvency standards, insufficient level of liquidity,
unsatisfactory quality of assets and implementation
of risk operations.

The dynamics in the number of insurance
companies and commercial banks of Ukraine is
shown on fig.1.

Within the period 2018-2022, despite the reduced
number of participants at the insurance and banking
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service markets, the total amount of assets of both
banking institutions and insurance companies
showed a trend to increase (Fig. 2).

Though in 2022 the amount of net payments
received by insurers decreased by more than 16%
comparing to the year of 2021, and net payments
decreased by 28%, according to forecasts, the
insurance industry will grow by 20% in 2023.

As in the current year the activities in many
sectors of economy have been recovered, this, most
likely will cause the growth of demand for insurance
products, such as car insurance, health insurance,
property insurance for corporate clients, collateral
insurance due to the improved situation in the
crediting area.

It is expedient to consider the problems and
prospects of the development of cooperation between
banking institutions and insurance companies.

Problems of cooperation between banking
institutions and insurance companies:

1. Competition. In some cases banks and
insurance companies can be competitors at the
financial service market. It can cause conflicts and
make it difficult to establish trustful and friendly
relations for cooperation.

2. Difference of statutory and regulatory
environment. The activity of banks and insurance
companies is regulated by different statutory and
regulatory acts. This can create legal barriers and the
need in additional approvals for joint projects.

210
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Figure 1. Dynamics in the number of banking institutions and insurance companies of Ukraine
within the period 2018-2022

Source: created by the authors based on [9; 10]
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Figure 2. Dynamics of assets of banking institutions and insurance companies of Ukraine
within the period 2018-2022

Source: created by the authors based on [9; 10]

3. Technological challenges. Due to digitalization
the financial sector is experiencing significant changes
in approaches to client servicing and development
of new products. Banks and insurance companies
have to ensure compatibility of their technological
infrastructures for the effective cooperation.

4. Cultural differences. Banks and insurance
companies have difference corporate cultures and
decision-making methods. It can lead to disagree-
ments and inconveniences in communication and
cooperation between them.

Prospects of the development of cooperation
between banks and insurance companies:

1. Financial products cross-selling. Cooperation
between banks and insurance companies can help
to implement financial products cross-selling. For
instance, the client, who is receiving a loan from a
bank, can be proposed an insurance product that will
provide him with protection in the case of unforeseen
circumstances.

2. Increase of client loyalty. Interaction between
banks and insurance companies can contribute to
client acquisition and retention. The clients who get
complex financial services are more likely to remain
loyal to their partners.

3. Common innovations. Banks and insurance
companies can combine their knowledge and
experience to create new innovation products and
services. For instance, together they can develop
new insurance programs for internet-banking or
digital payments.

4. Common risks. Cooperation can help banks and
insurance companies to reduce risks connected with
certain financial operations. For example, insurance
companies can insure a bank from certain types of
credit risks.

5. Effectiveness and economy of scale. Joint
efforts can help to reduce expenses on marketing,
infrastructure and other administrative costs.

The recent months have brought a number of
changes at the insurance market. Since 2023 a new
accounting standard — IFRS 17 “Insurance contracts”
has come in force that requires from insurers efforts
for its appropriate implementation and bringing
financial reporting closer to the European standards.
Insurance companies were also allowed to conclude
reinsurance agreements with non-residents again that
unblock risky types of insurance and reduces market
risks. To rise stability of the sector the list of eligible
assets of insurers has been specified, while less liquid
assets, such as land plots, will no longer be taken into
account during the assessment of compliance with
standards, especially for risk insurers.

As for the National Bank of Ukraine, it continues to
take measures to influence on the insurance market,
including annulment of licenses in the case of non-
fulfilment of the legislation requirements, especially
referring to ownership structure of insurers. As well,
non-banking financial institutions have to focus on
their compliance with requirements of the legislation
as regards consumer protection and fighting against
legalization of incomes and terrorism financing.
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The impact of war on cooperation between
banking institutions and insurance companies in
Ukraine can be really significant and can have
negative consequences due to the effect of the
following factors:

1. Unstable economic situation. The war can
cause economic instability that can have an impact on
financial status of banking institutions and insurance
companies.

2. Loses and risks. The war conflict can cause
significant loses for banks and insurance companies,
including those that occurred due to decrease of
assets value, termination of business operations,
damage of property etc.

3. The necessity in restructuring services.
Changes in the economic environment during the
war can require restructuring and adaptation of
financial products provided by banks and insurance
companies.

4. Legal restrictions. The war conditions can cause
implementation of special laws and restrictions having
an impact on the activities of financial institutions.

At the same time consolidation of efforts during
the war and post-war period within banking and
insurance partnership can cause:

1. New opportunities for risk insurance. Military
conflicts can increase the demand for insurance
of different risks that opens up new prospects for
insurance companies.

2.Increased demand for financial services. The war
can rise the need in financial services for restoration
and support of economy that can contribute to the
development of banking institutions.

3. Cooperation with the state. During the war and
post-war period banks and insurance companies can
be involved in state economy support and restoration
programs.

4. Innovations and technologies. The war can
stimulate implementation of new technologies and
innovations, which will improve quality and availability
of financial services.

The study of how the war influences on cooperation
between banking institutions and insurance
companies confirms that there is a necessity to specify
problems and prospects of integration in conditions
of conflicts. Taking these aspects into account will
promote creation of more stable and efficient financial
environment in Ukraine during hard periods of military
actions.

Conclusions from the conducted research.
Cooperation between banking institutions and
insurance companies has a great potential in provision
of complex and innovative financial services to clients.
Despite the fact that there are some challenges,
both sectors are able to achieve success relying on
mutual assistance, technological progress and joint
strategies. The regulator can also take an active part
in creating favourable conditions for cooperation
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between banks and insurance companies that
will ensure stability and growth of the financial system
as a whole.

The effective development of cooperation between
banks and insurance companies is important for
successful operation of both sectors, especially if
take into account evolution of banking and insurance
products, their availability and comprehensibility
for consumers.

The impact of the war on cooperation between
banking institutions and insurance companies in
Ukraine can be significant and has both problematic
aspects and developmental prospects. An unstable
economic situation and loses related to the military
conflict can create difficulties for financial status
of banking institutions and insurance companies.
It requires adaptation and restructuring of services
taking into account the changes in the economic
environment.

On the other hand, the military conflict can open
up new opportunities for risk insurance and increase
the demand for financial services that contributes to
the development of banking institutions. Cooperation
with the state in economy support the can also ensure
new prospects for banks and insurance companies’
participation in support programs.

Besides, the wartime can stimulate implementation
of new innovations and technologies, which will
improve quality and availability of financial services.
However, it is necessary to remember about the
legislative restrictions and ethical issues, which
can influence on cooperation between banks and
insurance companies during the war.

All above mentioned aspects are important to be
takenintoaccountinfurtherresearch and development
of cooperation between banking institutions and
insurance companies in the conditions of war and
during post-war period in Ukraine.
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