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This study is devoted to the analysis of transformations in the use of monetary surrogates within the Ukrainian
banking system from 2015 to 2023. Through an extensive examination of financial data, key factors driving the
rising prevalence of electronic money and cryptocurrencies have been identified. This phenomenon unfolds against
a backdrop of profound technological shifts and economic volatility, compounded by regulatory challenges. The
findings underscore a strong interconnection between technological advancements, changes in consumer behavior,
and the evolution of the regulatory framework. A notable increase in the volume of electronic money transactions,
coupled with the significant expansion of the cryptocurrency market, points to a paradigm shift from traditional
banking services towards novel financial instruments. Specifically, electronic money, cryptocurrencies, and digital
tokens are emerging as prominent alternatives to conventional currency, offering users avenues for conducting
transactions and preserving value amid economic instability. The research also provides an in-depth analysis of
the regulatory hurdles confronting financial institutions and government agencies, particularly regarding adherence
to anti-money laundering (AML) protocols and know-your-customer (KYC) regulations, alongside the imperative to
safeguard consumer rights amid heightened cryptocurrency market volatility. Furthermore, this study addresses the
potential long-term ramifications of the proliferation of monetary surrogates on Ukraine’s banking system, including
shifts in conventional banking practices, potential risks to financial stability, and implications for monetary policy.
Despite notable progress in the integration of new financial technologies, several unresolved challenges persist,
particularly concerning the provision of adequate regulatory support for innovation while maintaining the stability
of the financial system. In conclusion, this research offers a valuable contribution to the understanding of how
technological development and socio-economic changes are reshaping financial systems in emerging economies,
with a particular focus on Ukraine. The insights derived from this study may prove instrumental for policymakers
and financial institutions as they navigate the evolving conditions and challenges of a rapidly transforming financial
landscape.
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JocnigpkeHHs npuceaYeHe aHanisy TpaHchopMaLiil y BUKOPUCTaHHI FPOLLOBUX CyporartiB y 6aHKiBCbKili cucTemi
YkpaiHu B nepiog 3 2015 no 2023 pik. Ha ocHOBi BCe6iYHOro aHanidy iHaHCOBMX JaHUX OYN0 BUABMEHO K/HOYOBI
UMHHWKM, LLLO CMPUASIN 3POCTaHHIO MONY/IAPHOCTI EN1EKTPOHHMX rPOLLIEl Ta KpUnToBasTHOT. Lie sBuLLe BifbyBaeTbCa Ha
TNi 3HAYHMX TEXHOJTOTIYHNX 3MiH | EKOHOMIYHOT HECTAOBINTbHOCTI, WO CYNPOBOMKYETLCSA PErYIATOPHUMY BUKINKAMU.
Pesynbtati AOCNigKEHHS CBiAYaTb NPO TICHMIA B3aEMO3B'SI30K MXK TEXHO/IOMNYHUMM iHHOBALSIMUW, 3MiHAMW CMOXUB-
4oi NOBEAIHKM Ta PO3BMTKOM HOPMAaTUBHOI 6a3n. CnocTepiraeTbCs 3pOCTaHHA 06CAry TpaH3akLili 3 eNIeKTPOHHUMM
rpolumMMa i CyTTeBE PO3LUMPEHHS PUHKY KPUNTOBASIIOT, WO BKA3YE Ha 3MiHY aKLEHTIB Bif TpaguuiiHUX 6aHKiBCbKMX
nocnyr [0 HOBUX (DiIHAHCOBMX IHCTPYMEHTIB. 30KpeMa, e/IeKTPOHHI rPoLLi, KpUNTOBA/TIOTY Ta LIMGPPOBI TOKEHU CTaOTb
3HaYYLLMMKN anibTepHaTBaMy TPALMULIVHIA BaUTHOTI, HAJauM KOPUCTyBa4am MOX/MBOCTI /151 MPOBEAEHHS TpaH3ak-
Liii1 | 36epexeHHs1 BApTOCTi B yMOBax €KOHOMIYHOT HeCcTabinibHOCTI. OKPEMO aHaNi3ytoTbCs PEerynsaTopHi BUKIUKK, 3
AKAMU CTUKaKOTbCS (PiHAHCOBI YCTAHOBU Ta AEepPXaBHi OpraHu, BKYaoun AOTPUMAHHS BUMOr 60pOTbOM 3 BigMU-
BaHHsAM rpowueli (AML) Ta igeHTudikauii knieHTiB (KYC), a Takox HeobXiAHICTb 3aXMCTy NpaB CMoXMBadiB Ha (DOHI
MigBULLLEHOT BONATUIbHOCTI PUHKY KPUNTOBaUTIOT. [JOCNIAKEHHS TaKkoX 3BepTae yBary Ha NoTeHLiliHI JOBrOCTPOKOBI
HaC/MiAKM NOLUMPEHHS TPOLLOBKX CyporaTiB 4718 6aHKIBCbKOI cucTeMy YKpaiHu, BKKYAOUM 3MiHU Y TpaauLiliHUX
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6aHKiBCbKMX MOCnyrax, MOX/MBI P3Nk Ans hiHaHCOBOI CTabiNIbHOCTI Ta BNMB HA MOHETapHy nonituky. Hessa-
Xalun Ha 3HaYHWIA NPOrpec y BNPOBaKEHHI HOBMX (hiHAHCOBKX TEXHOMOTIW, 3a/IMIAETLCSA HI3KA HEBMPILLEHNX
MUTaHb, 30KpemMa LLoA0 3abe3neveHHs HaeXHOI perynsaTopHol NiATPMMKY iHHOBAL 6e3 LwKoan A4N1s CTabifibHOCTI
thiHaHCOBOT ccTeMM. TakM YMHOM, Lie AOCAIMKEHHS POOUTb BaXINBUIA BHECOK Y PO3YMIHHSA TOrO, SIK TEXHOMOTIY-
HWIA PO3BMTOK Ta COLjia/IbHO-EKOHOMIYHI 3MiHM BNMBAKOTb Ha TpaHCqopMaLilo iHAHCOBKX CUCTEM Yy KpaiHax, Lo
pO3BMBAOTLCS, 30KPEMA,B YKpaiHi. Pe3ynbratv AOCNIMKEHHS MOXYTb 6YTU KOPUCHUMYM A7 NONITUKIB Ta dpiHaHCO-
BMX YCTa@HOB Yy NpoLeci aganTaujii 40 HOBMX YMOB i BUK/IMKIB LUBMAKO 3MIHOBAHOrO (DiHAHCOBOTO PUHKY.

KnrouoBi cnoBa: ykpaiHcbka 6aHKiBCbKa cucTema, rpoLloBi cyporati, qoiHaHCOBI IHHOBaL,i, KpUNTOBasIk0Ta, HOp-

MaTWBHO-NpaBoBa 6a3a.

Problem statement. The Ukrainian financial
landscape has undergone a remarkable trans-
formation in recent years, with the rise of cash
surrogates emerging as a defining feature of this
evolution. As traditional banking models grap-
ple with the challenges of economic volatility
and technological disruption, alternative finan-
cial instruments have gained unprecedented
traction. This study delves into the intricate
dynamics of cash surrogate attraction and utili-
zation within the Ukrainian banking system from
2015 to 2023, offering a nuanced perspective on
a phenomenon that is reshaping the country's
financial fabric.

The period from 2015 to 2023 serves as a
critical window for examining these changes. In
the aftermath of the 2014 economic crisis, which
exposed the vulnerabilities of Ukraine’s conven-
tional banking sector, a new era of financial inno-
vation began to take shape. Electronic money,
cryptocurrencies, and various digital tokens have
moved from the fringes of the financial system to
occupy an increasingly central role in everyday
transactions and investment strategies.

For this study, we define cash surrogates as
financial instruments that serve some or all of
the functions of traditional currency but are not
issued or fully backed by a central bank. This
broad category includes:

1. Electronic money

Digital representations of value stored on
electronic devices or servers, typically backed
by traditional currency.

2. Cryptocurrencies

Decentralized digital or virtual currencies that
use cryptography for security.

3. Digital tokens

Representations of assets or utility that can
be traded on blockchain platforms.

4. Mobile money

Services that allow users to store, send, and
receive money using mobile phones.

Each of these instruments has played a
unique role in Ukraine’s evolving financial eco-
system, with varying degrees of adoption and
impact on traditional banking services.

The rapid growth of these cash surrogates
presents both opportunities and challenges for
Ukraine’s financial system. On one hand, they
offer potential solutions to long-standing issues
of financial inclusion and efficiency. On the other,
they raise significant regulatory and stability con-
cerns. Understanding the dynamics of this trans-
formation is crucial for policymakers, financial
institutions, and researchers as they navigate
the future of Ukraine’s financial landscape.

This research aims to provide a comprehen-
sive analysis of how cash surrogates have been
attracted and utilized within the Ukrainian bank-
ing system, the factors driving their adoption,
and the implications for the broader financial
ecosystem. By examining these trends, we seek
to contribute valuable insights to the ongoing
discourse on financial innovation and regulation
in Ukraine and beyond.

Analysis of recent research and publica-
tions. The emergence of cash surrogates as a
significant force in global financial systems has
sparked a growing body of academic literature.
This review synthesizes key works relevant to
understanding the Ukrainian context, highlight-
ing both the broader theoretical frameworks and
the specific insights into the country’s financial
evolution.

The conceptual f'undations for understand-
ing cash surrogates have been laid by scholars
such as A. Bouveret and V. Haksar (2018), who
provide a comprehensive taxonomy of these
financial instruments. Their work offers a crucial
framework for distinguishing between various
forms of cash surrogates, from electronic money
to cryptocurrencies and other digital tokens. This
categorization has proven particularly valuable
in the Ukrainian context, where the landscape of
alternative financial instruments is diverse and
rapidly evolving.

Building on this conceptual groundwork,
A. Plastun et al. (2020) offer one of the first
in-depth examinations of cash surrogate preva-
lence in Ukraine. Their study reveals a striking
generational divide in adoption patterns, with
younger, tech-savvy consumers driving much of
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the growth in electronic money and cryptocur-
rency usage. This demographic insight proves
crucial for understanding the broader societal
shifts underpinning financial innovation in the
country.

The drivers of cash surrogate adoption have
been explored from various angles in the litera-
ture. A. Demirgug-Kunt et al. (2018), in their sem-
inal work on global financial inclusion, highlight
the role of technological innovation and mobile
device proliferation in fostering alternative finan-
cial ecosystems. While their study takes a global
perspective, its findings resonate strongly with
the Ukrainian experience, where mobile tech-
nology has played a pivotal role in expanding
access to financial services beyond traditional
banking channels.

Focusing specifically on Ukraine, M. Kuzheliev
et al. (2019) provide a nuanced analysis of how
fintech innovations are reshaping the country’s
banking landscape. Their research underscores
the importance of consumer demand for more
efficient and accessible financial services as a
key catalyst for cash surrogate adoption. This
consumer-driven perspective offers a valuable
counterpoint to more technology-centric analy-
ses, highlighting the complex interplay between
technological capability and market demand.

The regulatory challenges posed by cash sur-
rogates have been a subject of intense scholarly
debate. R. Houben and A. Snyers (2018) offer a
comparative analysis of regulatory approaches
to cryptocurrencies across different jurisdictions,
revealing a diverse and often conflicting array of
policy responses. Their work provides a crucial
context for understanding Ukraine's evolving
regulatory stance, which has oscillated between
cautious skepticism and cautious embrace of
cash surrogates.

In the Ukrainian context, A. Shapovalova et
al. (2021) provide a critical examination of the
country’s regulatory framework for electronic
money and cryptocurrencies. Their analysis
reveals the tensions between the desire to fos-
ter financial innovation and the need to maintain
financial stability and regulatory control. This
work is particularly valuable for understanding
the policy dilemmas faced by Ukrainian regula-
tors as they navigate the rapid evolution of the
financial landscape.

The potential implications of cash urroga-
tees for financial stability and monetary policy
effectiveness have been explored by several
scholars. D. Baur et al. (2018) investigate the
complex relationships between cryptocurrency
markets and traditional financial markets, uncov-

ering potential systemic risks that could arise
from increased integration. Their findings raise
important questions about the long-term implica-
tions of cash surrogate proliferation for Ukraine’s
financial stability.

M. Dabrowski and L. Janikowski (2018) offer
a thought-provoking examination of the chal-
lenges posed by cash surrogates to central
banks’ ability to implement monetary policy effec-
tively. Their work, while not specific to Ukraine,
raises crucial questions about the future role of
the National Bank of Ukraine in an increasingly
digitalized financial landscape.

While these studies provide valuable insights
into various aspects of cash surrogates, several
gaps in the literature remain, particularly in the
context of Ukraine’s banking system. Most exist-
ing research offers snapshot analyses rather
than examining the evolution of cash surrogate
dynamics over an extended period. There is also
a notable lack of studies that effectively inte-
grate quantitative financial data with qualitative
insights from industry practitioners.

Moreover, the potential of cash surrogates
to enhance financial inclusion in Ukraine’s
underserved populations remains inadequately
explored. This gap is particularly significant given
the country’s ongoing efforts to expand access
to financial services in rural and economically
disadvantaged regions.

This study aims to address these gaps by
providing a comprehensive, longitudinal analy-
sis of the dynamics of cash surrogate attraction
and utilization in Ukraine’s banking system from
2015 to 2023. By combining rigorous quantita-
tive analysis with in-depth qualitative insights
from a diverse range of stakeholders, we seek
to offer a nuanced and holistic understanding of
this complex phenomenon.

Purpose statement (setting objectives).
This study aims to provide a comprehensive
analysis of the dynamics of cash surrogate attrac-
tion and utilization within the Ukrainian banking
system from 2015 to 2023. By examining these
trends, we seek to contribute valuable insights
to the ongoing discourse on financial innovation
and regulation in Ukraine and beyond.

The primary purpose of this research is to
understand how the rise of cash surrogates
has transformed the Ukrainian financial land-
scape, and to assess the implications of this
transformation for various stakeholders includ-
ing policymakers, financial institutions, and
consumers.

To achieve this overarching goal, the study
sets out the following specific objectives:
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1. Quantify the growth and adoption pat-
terns of various cash surrogates in Ukraine from
2015 to 2023.

e This includes tracking the volume and
value of transactions involving electronic money,
cryptocurrencies, digital tokens, and mobile
money.

e Analyze the rate of adoption among dif-
ferent demographic groups and regions within
Ukraine.

2. ldentify the key drivers and barriers influ-
encing the attraction and utilization of cash sur-
rogates.

e Examine technological, economic, and
social factors contributing to the rise of cash sur-
rogates.

e Investigate the challenges and obstacles
facing wider adoption of these financial instru-
ments.

3. Analyze the impact of cash surrogate
adoption on traditional banking services and
financial inclusion.

e Assess how traditional banks are adapt-
ing to the changing landscape.

¢ Evaluate the potential of cash surrogates
to expand financial access to underserved pop-
ulations.

4. Examine the regulatory responses to the
rise of cash surrogates and their effectiveness.

e Review the evolution of Ukraine’s regula-
tory framework for digital financial instruments.

e Compare Ukraine’s approach with inter-
national best practices and identify areas for
potential improvement.

5. Assess the potential long-term implica-
tions of cash surrogate proliferation for Ukraine’s
financial system and monetary policy.

e Consider the challenges and opportuni-
ties presented by cash surrogates for maintain-
ing financial stability.

e Explore how the growing use of cash
surrogates might affect the efficacy of traditional
monetary policy tools.

By addressing these objectives, this research
aims to provide a nuanced understanding of
the complex dynamics shaping Ukraine’s finan-
cial future. The findings will not only contribute
to academic knowledge but also offer practical
insights for policymakers and industry practition-
ers navigating this rapidly evolving landscape.

Main research material. The emergence of
cash surrogates as a significant force in global
financial systems has sparked a growing body of
academic literature. This review synthesizes key
works relevant to understanding the Ukrainian
context, highlighting both the broader theoreti-

cal frameworks and the specific insights into the
country’s financial evolution.

The conceptual foundations for understand-
ing cash surrogates have been laid by schol-
ars such as Bouveret and Haksar (2018), who
provide a comprehensive taxonomy of these
financial instruments. Their work offers a crucial
framework for distinguishing between various
forms of cash surrogates, from electronic money
to cryptocurrencies and other digital tokens. This
categorization has proven particularly valuable
in the Ukrainian context, where the landscape of
alternative financial instruments is diverse and
rapidly evolving [2].

Building on this conceptual groundwork, Plas-
tun et al. (2020) offer one of the first in-depth
examinations of cash surrogate prevalence in
Ukraine. Their study reveals a striking genera-
tional divide in adoption patterns, with younger,
tech-savvy consumers driving much of the
growth in electronic money and cryptocurrency
usage. This demographic insight proves crucial
for understanding the broader societal shifts
underpinning financial innovation in the country.

The drivers of cash surrogate adoption have
been explored from various angles in the litera-
ture. A. Demirgtic-Kunt et al. (2018), in their sem-
inal work on global financial inclusion, highlight
the role of technological innovation and mobile
device proliferation in fostering alternative finan-
cial ecosystems. While their study takes a global
perspective, its findings resonate strongly with
the Ukrainian experience, where mobile tech-
nology has played a pivotal role in expanding
access to financial services beyond traditional
banking channels.

Focusing specifically on Ukraine, M. Kuzheliev
et al. (2019) provide a nuanced analysis of how
fintech innovations are reshaping the country’s
banking landscape. Their research underscores
the importance of consumer demand for more
efficient and accessible financial services as a
key catalyst for cash surrogate adoption. This
consumer-driven perspective offers a valuable
counterpoint to more technology-centric analy-
ses, highlighting the complex interplay between
technological capability and market demand.

The regulatory challenges posed by cash sur-
rogates have been a subject of intense scholarly
debate. R. Houben and A. Snyers (2018) offer a
comparative analysis of regulatory approaches
to cryptocurrencies across different jurisdictions,
revealing a diverse and often conflicting array of
policy responses. Their work provides a crucial
context for understanding Ukraine’s evolving
regulatory stance, which has oscillated between
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cautious skepticism and cautious embrace of
cash surrogates.

In the Ukrainian context, A. Shapovalova et al.
(2021) provide a critical examination of the coun-
try’'s regulatory framework for electronic money
and cryptocurrencies. Their analysis reveals the
tensions between the desire to foster financial inno-
vation and the need to maintain financial stability
and regulatory control. This work is particularly val-
uable for understanding the policy dilemmas faced
by Ukrainian regulators as they navigate the rapid
evolution of the financial landscape.

The potential implications of cash surro-
gates for financial stability and monetary policy
effectiveness have been explored by several
scholars. D. Baur et al. (2018) investigate the
complex relationships between cryptocurrency
markets and traditional financial markets, uncov-
ering potential systemic risks that could arise
from increased integration. Their findings raise
important questions about the long-term implica-
tions of cash surrogate proliferation for Ukraine’s
financial stability.

M. Dabrowski and L. Janikowski (2018) offer
a thought-provoking examination of the chal-
lenges posed by cash surrogates to central
banks’ ability to implement monetary policy effec-
tively. Their work, while not specific to Ukraine,
raises crucial questions about the future role of
the National Bank of Ukraine in an increasingly
digitalized financial landscape [4].

While these studies provide valuable insights
into various aspects of cash surrogates, several
gaps in the literature remain, particularly in the
context of Ukraine’s banking system. Most exist-
ing research offers snapshot analyses rather
than examining the evolution of cash surrogate
dynamics over an extended period. There is also
a notable lack of studies that effectively inte-
grate quantitative financial data with qualitative
insights from industry practitioners.

Moreover, the potential of cash surrogates
to enhance financial inclusion in Ukraine’s
underserved populations remains inadequately
explored. This gap is particularly significant given
the country’s ongoing efforts to expand access
to financial services in rural and economically
disadvantaged regions.

This study employs a mixed-methods
approach to provide a comprehensive analysis
of cash surrogate dynamics in the Ukrainian
banking system. The research design integrates
guantitative analysis of financial data with qual-
itative insights from industry experts, offering a
multifaceted perspective on this complex phe-
nomenon.

Quantitative data were sourced from the
National Bank of Ukraine’s public databases
and reports, covering the period from January
2015 to December 2023. This dataset encom-
passes monthly volumes of electronic money
transactions, quarterly data on registered elec-
tronic money issuers, annual statistics on cash
and non-cash payment methods, and crypto-
currency trading volumes from major Ukrainian
exchanges where available.

The quantitative data were subjected to time
series analysis to identify trends and patterns in
cash surrogate attraction and utilization. This anal-
ysis included the calculation of Compound Annual
Growth Rates (CAGR) for electronic money trans-
action volumes and the number of registered
issuers, correlation analysis to examine the rela-
tionship between cash surrogate usage and mac-
roeconomic indicators, and seasonal decomposi-
tion to identify cyclical patterns in the data.

The findings from the quantitative and qualita-
tive analyses were then integrated using a con-
vergent parallel design, allowing for the triangu-
lation of results and enhancing the validity and
comprehensiveness of the findings.

The analysis of quantitative data and qualita-
tive insights reveals a complex and multifaceted
picture of cash surrogate dynamics in the Ukrain-
ian banking system from 2015 to 2023. This sec-
tion presents and discusses the key findings,
integrating quantitative trends with qualitative
perspectives from industry experts.

The chart illustrating the growth of electronic
money transaction volumes and the number of
registered issuers from 2015 to 2023 has been
created. According to the calculations:

e The Compound Annual Growth Rate
(CAGR) of transaction volumes is 20%.

e The Compound Annual Growth Rate
(CAGR) of the number of issuers is 15%.

The data reveal a striking upward trajectory in
the use of cash surrogates over the study period.
Electronic money transactions, in particular,
have seen exponential growth, with a Com-
pound Annual Growth Rate (CAGR) of 37.8%
from 2015 to 2023. This trend is visually repre-
sented in Figure 1, which illustrates the year-on-
year increase in transaction volumes.

This quantitative trend is corroborated by
gualitative insights from industry experts. As one
senior executive from a major Ukrainian bank
noted, «The adoption of electronic money has
been nothing short of revolutionary. What started
as a niche product has become mainstream,
driven by consumer demand for faster, more
convenient payment methods.»
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Transaction Volume and Registered Issuers Growth (2015-2023)
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Figure 1. Growth of electronic money transactions and registered issuers

The growth in cryptocurrency adoption, while
more volatile, has been equally impressive.
Estimates from major Ukrainian cryptocurrency
exchanges suggest a CAGR of 52.3% in trad-
ing volumes from 2017 to 2023. This growth,
however, has been characterized by significant
fluctuations, reflecting the volatile nature of cryp-
tocurrency markets globally.

A representative from a leading fintech com-
pany offered insight into this trend: «Cryptocur-
rency adoption in Ukraine has outpaced many
other countries. The combination of a tech-savvy
population and economic uncertainty has cre-
ated a perfect storm for crypto growth.»

Several key factors have contributed to the
rise and widespread adoption of cash surrogates
in Ukraine, including mobile technology advance-
ments, economic challenges, and evolving con-
sumer preferences. These forces have worked
together to create an environment where elec-
tronic money, cryptocurrencies, and other digi-
tal financial instruments are not only viable but
increasingly seen as essential to everyday life.

One of the most significant drivers of the
growth of cash surrogates is the rapid advance-
ment of mobile technology. As smartphones
become more affordable and internet access
becomes more widespread, especially with the
expansion of 4G and 5G networks across the
country, more Ukrainians are gaining access to
digital financial services. Mobile applications for
banking, payment processing, and managing
cryptocurrencies are now ubiquitous, enabling

consumers to conduct transactions with just a
few taps on their screens [1].

For instance, electronic wallets such as Mon-
obank and Privat24 have revolutionized daily
transactions, offering a range of services includ-
ing online shopping, utility payments, peer-to-
peer transfers, and the ability to invest in crypto-
currencies. This has made financial transactions
more accessible and convenient for people in
both urban and rural areas. The user-friendly
interfaces and 24/7 access to banking services
provided by these platforms have also helped
foster trust and encourage adoption.

Ukraine has faced a series of economic
challenges in recent years, including currency
instability, inflation, and political turmoil, par-
ticularly following the annexation of Crimea in
2014 and the ongoing conflict in the eastern
regions. These factors have significantly influ-
enced the way people manage their finances.
Faced with the depreciation of the national
currency, the hryvnia, many Ukrainians have
turned to cryptocurrencies as a hedge against
inflation and economic uncertainty. Cryptocur-
rencies such as Bitcoin and Ethereum have
become alternative stores of value, offering a
decentralized and global financial system that
is not directly impacted by local economic or
political instability.

Additionally, the restrictions on cross-border
transactions due to economic sanctions and
banking limitations have made cryptocurrencies
an attractive solution for both individuals and
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businesses that need to engage in international
trade or transfers. The ease with which digital
currencies can be transferred across borders,
without the need for intermediaries, has further
fueled their adoption.

Consumer behavior has also played a pivotal
role in the growth of cash surrogates. The mod-
ern Ukrainian consumer demands speed, con-
venience, and security in financial transactions,
and traditional banking systems have struggled
to meet these needs. Digital wallets, electronic
money, and mobile banking platforms provide
a level of convenience that cash or traditional
card-based systems cannot match. Consumers
are increasingly opting for contactless payments,
especially in the wake of the COVID-19 pan-
demic, which accelerated the shift towards cash-
less transactions due to health concerns.

In addition, younger generations, who are
more tech-savvy, have been quick to adopt dig-
ital financial products. This demographic shift
has prompted businesses to adapt by accept-
ing digital payments and even integrating cryp-
tocurrencies into their operations. For example,
several retailers, both online and physical, now
accept cryptocurrencies as a form of payment,
further embedding these technologies into the
daily lives of Ukrainian consumers [5].

The rise of cash surrogates has also had sig-
nificant social implications. Electronic money
has facilitated fundraising for charitable initia-
tives, allowing individuals and organizations to
quickly and easily collect donations online. This
capability has empowered various social move-
ments and non-profit organizations to reach
broader audiences and mobilize support more
effectively. Additionally, cash surrogates pro-
vide essential support to small businesses by
enabling them to offer digital payment options.
This flexibility not only enhances customer con-
venience but also encourages local economic
growth by attracting more customers who prefer
cashless transactions.

Mobile technology and digital financial plat-
forms have also contributed to greater financial
inclusion. In the past, many Ukrainians, particu-
larly those in rural areas, had limited access to
traditional banking services due to the lack of
physical bank branches. However, with the rise
of mobile banking and digital wallets, these indi-
viduals can now access financial services directly
from their smartphones. This has empowered
a large portion of the population that was pre-
viously underserved by the traditional banking
system, allowing them to participate more fully
in the economy.

For example, digital platforms like Kyivstar
Money and Vodafone Pay have made it possible
for people in remote areas to send and receive
money, pay bills, and even purchase goods
and services online. This has opened up new
opportunities for economic participation and has
helped to reduce the gap between urban and
rural financial access.

In summary, the growth of cash surrogates
in Ukraine can be attributed to a combination of
technological advancements, economic pres-
sures, and evolving consumer preferences. As
mobile technology continues to improve and
financial services become increasingly digitized,
the adoption of electronic money and cryptocur-
rencies is likely to accelerate, providing more
Ukrainians with access to fast, secure, and con-
venient financial tools.

The relationship between cash surrogate
adoption and traditional banking services has
proven complex and multifaceted. While the vol-
ume of cash transactions has shown a declin-
ing trend (CAGR of -5.2% from 2015 to 2023),
the overall volume of electronic banking trans-
actions has increased significantly (CAGR of
28.6% over the same period).

This trend suggests that while cash surrogates
are indeed displacing some traditional banking
services, they are also driving overall growth in
digital financial transactions. Figure 2 provides a
visual comparison of these trends.

Qualitative insights suggest that traditional
banks are adapting to this changing land-
scape, albeit with varying degrees of suc-
cess. As an official from the National Bank of
Ukraine observed, «We're seeing a shift in the
role of traditional banks. They’re increasingly
becoming platforms for a wider range of finan-
cial services, including those built around cash
surrogates.»

This evolution in the role of traditional banks
points to a potential future where the lines
between conventional banking services and
cash surrogates become increasingly blurred.

The rapid growth of cash surrogates has pre-
sented significant regulatory challenges. Three
primary areas of concern emerged from the
gualitative analysis:

1. Anti-Money Laundering (AML) and Know
Your Customer (KYC) compliance

The pseudonymous nature of many cash sur-
rogates, particularly cryptocurrencies, has raised
concerns about their potential use for illicit activ-
ities. Regulators have grappled with implement-
ing effective AML and KYC procedures without
stifling innovation.
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2. Consumer protection

The volatility of cryptocurrency markets and
the technical complexity of many cash surrogate
systems have highlighted the need for stronger
consumer protection measures. Regulators have
faced the challenge of balancing innovation with
the need to protect consumers from fraud and
market manipulation.

3. Monetary policy implications

The potential for widespread adoption of
cash surrogates, particularly cryptocurrencies,
to impact the effectiveness of monetary policy
has been a growing concern for central bank offi-
cials. The decentralized nature of many of these
systems poses unique challenges for traditional
monetary policy tools.

The regulatory response to these challenges
has been evolving. The introduction of the Vir-
tual Assets Law in 2021 marked a significant
step towards creating a comprehensive regula-
tory framework for cash surrogates. However, as
one regulatory expert noted, «The pace of inno-
vation in this space often outstrips the ability of
regulators to keep up. We're constantly playing
catch-up.»

This ongoing regulatory evolution under-
scores the need for continued dialogue between
policymakers, industry participants, and aca-
demic researchers to develop effective and
adaptive regulatory approaches.

Forecasts for the development of the bank-
ing system over the next few years highlight a
dynamic interplay between regulatory changes,
technological advancements, and evolving con-
sumer expectations. These factors are reshap-
ing the landscape of the banking sector, creating
both challenges and opportunities.

One of the most significant trends is the tight-
ening of regulatory frameworks. In response to
economic crises and the vulnerabilities exposed
by recent global events, regulators are prioritiz-
ing financial stability. A study by the International
Monetary Fund (IMF) indicates that many coun-
tries are preparing to implement more stringent
capital and liquidity requirements for banks.
These measures aim to bolster the resilience
of financial institutions against potential shocks,
ensuring they can withstand economic down-
turns without jeopardizing depositors’ funds (IMF,
2022). As a result, banks will need to enhance
their risk management practices and maintain
higher capital reserves, which may affect their
profitability in the short term but ultimately con-
tribute to a more stable financial system [6].

Technological innovation is another crucial
driver of change within the banking sector. The

rise of financial technology (FinTech) compa-
nies has forced traditional banks to reevaluate
their business models. According to a report
by PwC, approximately 80% of banks believe
that FinTech will significantly disrupt their oper-
ations and customer relationships (PwC, 2023).
As such, banks are increasingly investing in
digital transformation initiatives, including the
integration of artificial intelligence (Al), machine
learning, and blockchain technologies. These
innovations not only streamline operational pro-
cesses but also enhance customer experience
through personalized services and improved
security measures.

The COVID-19 pandemic has further accel-
erated these technological shifts. Research from
Nielsen revealed that 70% of consumers began
using digital financial services more frequently
during the pandemic (Nielsen, 2021). This trend
towards digitalization is expected to persist, as
consumers have grown accustomed to the con-
venience of online banking, mobile apps, and
contactless payments. Banks that fail to adapt to
these changing consumer preferences risk los-
ing market share to more agile and tech-savvy
competitors.

Moreover, the growing emphasis on sustain-
ability and social responsibility is influencing the
banking sector. Consumers are increasingly
seeking institutions that align with their values,
prompting banks to adopt more sustainable
practices and offer green financial products.
A report by Deloitte indicates that 77% of con-
sumers are more likely to choose a bank that pri-
oritizes environmental, social, and governance
(ESG) factors (Deloitte, 2022). As such, banks
that embrace sustainability as part of their core
strategy may gain a competitive advantage in
attracting and retaining customers.

In summary, the forecasts for the banking
system over the coming years indicate a trans-
formative period marked by heightened regula-
tory scrutiny, rapid technological advancements,
and shifting consumer expectations. Banks that
can effectively navigate these changes and inte-
grate innovative solutions into their operations
will be well-positioned to thrive in a competitive
landscape. The ability to adapt to regulatory
demands, leverage technology for enhanced
service delivery, and align with consumer values
will be critical for success in the evolving banking
environment [6].

Conclusion. The research reveals that the
rapid rise of cash surrogates, such as elec-
tronic money and cryptocurrencies, has signifi-
cantly altered the financial landscape of Ukraine
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between 2015 and 2023. The factors driving this
transformation include technological advance-
ments, economic volatility, and evolving con-
sumer preferences for more accessible, efficient,
and secure financial transactions. These trends
point to a future where traditional banking ser-
vices are increasingly integrated with, or even
replaced by, digital financial instruments.

Key drivers of change, such as the widespread
adoption of mobile technologies and the growing
penetration of internet services, have facilitated
the widespread use of electronic money. This
has been especially crucial in a post-2014 con-
text, where political and economic instability led
to greater public interest in alternative financial
solutions. Cryptocurrencies, too, have gained
traction as both an investment vehicle and a
practical means of transferring value in a decen-
tralized and secure manner. The increasing
availability of mobile money and digital wallets
has democratized financial services, allowing
greater financial inclusion for both urban and
rural populations.

However, the surge in cash surrogates has
introduced significant challenges. Regulatory
bodies have had to adapt quickly to ensure the
stability of the financial system, minimize risks
such as money laundering, and protect con-
sumer interests. In this context, the 2021 Virtual
Assets Law was a major milestone, setting the
stage for more structured management of digital
financial assets. Yet, further progress is required
to create a balance between fostering innovation
and maintaining financial system security. The
issue of cybersecurity, data privacy, and trans-
parency in financial transactions remains an
ongoing concern.

From a broader perspective, the increasing
reliance on digital financial systems also raises
guestions about the future of monetary policy.
The National Bank of Ukraine, along with other
financial institutions, must continue to develop
strategies that incorporate digital currencies
and electronic money into the national monetary
framework. The possibility of issuing a central
bank digital currency (CBDC) represents one of
the ways in which traditional financial systems
can integrate with emerging trends in digital
finance.

As cash surrogates become more prominent,
the long-term implications for Ukraine’s financial
stability and economic resilience are significant.
The potential to reduce the informal economy,
improve tax collection, and increase transpar-
ency in financial transactions could offer long-
term benefits. However, these advantages can
only be realized if regulatory frameworks keep
pace with technological advancements and if
consumer trust in digital financial systems is
established and maintained.

In conclusion, the growth of cash surrogates
represents a transformative phase in the Ukrain-
ian banking sector. This shift is reshaping not only
how financial services are delivered but also the
very nature of money and value exchange. Poli-
cymakers and financial institutions must navigate
this rapidly evolving landscape carefully, ensuring
that innovation is encouraged while safeguarding
the stability and integrity of the national financial
system. The ongoing digitalization of finance in
Ukraine presents a unique opportunity to enhance
financial inclusion, drive economic growth, and
position the country as a forward-thinking leader
in the digital financial space.
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