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METHODOLOGICAL FOUNDATIONS FOR ANALYSIS AND
PLANNING OF EFFICIENT INVESTMENT BANKING
METOJIOJIOTTYHI 3ACAIM AHAJII3Y TA IIJIAHYBAHHHS
E®EKTUBHOI IHBECTHIIMHOI JI1JTbHOCTI BAHKY

Summary. Introduction. Banks serve as pivotal institutions within the
financial system, channeling resources to the real economy. In times of economic
instability, their ability to mitigate risks and improve the efficiency of investment
banking (IB) operations becomes a key determinant of both institutional resilience
and systemic stability. Effective IB enhances bank profitability, aligns with
shareholder interests, and contributes to broader economic development. A
critical factor in achieving this efficiency is the strategic formation and
management of the bank's resource portfolio, which must be aligned with credit
and investment activities, profitability goals, and the prevailing risk environment.

Purpose. This study aims to deepen theoretical foundations and develop
methodological approaches to improving the effectiveness of investment banking.
Particular attention is given to the influence of resource portfolio formation in the
context of systemic instability within the banking sector.

Materials and Methods. The study draws on a wide range of sources,
including legislative frameworks governing Ukrainian banking investment

activity, as well as academic publications by domestic and international scholars.
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Empirical data, digital resources, and the author's own calculations are also
utilized. The research employs general scientific methods like analysis, synthesis,
induction, and deduction along with analogy and comparison, enabling a
comprehensive investigation into both theoretical and practical aspects of IB
efficiency.

Results. The findings confirm that the efficiency of investment banking is a
multidimensional construct, encompassing financial, risk-related, and
managerial dimensions. The study refines the definition of IB efficiency by
integrating the interplay between credit and investment operations, emphasizing
the need to achieve an optimal balance between profitability and risk. A central
outcome of the research is the identification of the resource portfolio as a
fundamental determinant of efficiency. Its structure must reflect the anticipated
volumes of credit and investment transactions to ensure effective capital
deployment. Moreover, the research introduces a framework for evaluating IB
efficiency that incorporates:

1. Alignment between the structure of bank assets and operational
objectives,

2. Standardized benchmarking of asset performance across risk-adjusted
metrics; and

3. Mechanisms for substituting underperforming assets with more
profitable alternatives.

Importantly, the study demonstrates that efficiency assessment must extend
beyond asset profitability to include the costs associated with capital acquisition
and borrowing, which exert a direct influence on a banks financial stability.
The research underscores the importance of resource rationalization strategies
based on profitability-risk profiles, which not only reduce financial costs but also
enhance return on assets and overall institutional performance. These findings
collectively support a holistic, adaptive framework for managing investment

activity in dynamically changing financial environments.
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Discussion. Future research should prioritize quantitative modeling of the
relative impact of financial, risk-based, and managerial components on IB
efficiency. In particular, empirical analysis of the correlation between resource
portfolio structure and bank profitability under conditions of volatility remains an
underexplored but promising area. The development of dynamic efficiency
assessment models accounting for market volatility, variations in capital costs,
and strategic responsiveness to external shocks offers significant potential. Such
models would facilitate real-time decision-making and contribute to more agile,
risk-sensitive investment banking strategies. Advancing the theoretical and
methodological basis for IB efficiency will ultimately support the formation of
adaptive management practices, strengthen the competitiveness of financial
institutions, and enhance systemic resilience across the banking sector.

Key words: efficiency, investment banking, investment assets, risk.

Anomauia. Bcmyn. Banku € knouosumu iHcmumymamu @QiHaHco8oi
cucmemu, AKi CNPAMOBYIOMb pecypcu 00 pedalbHO20 CEeKMopy eKOHOMIKU. Y
nepioou eKOHOMIYHOI HecmabiNbHOCMI IXHA 30amMHICMb 00 MIHIMI3ayii pu3uKie
ma niosuujenHs egexmusHocmi iHeecmuyitinoi Odisnvnocmi (I/]) cmae
BUSHAYAILHUM YUHHUKOM SIK [HCMUMYYIUHOI cmiukocmi, mak i cmabiibHOCmi
Qinancosoi cucmemu 6 yinomy. Egexmusna I cnpuse 3pocmanHIO
npubymKo8ocmi OAHKY, Y3200CYEMbCS 3 IHMepecamu aKyioHepie i 800HOUAC
RIOMPUMYE €KOHOMIYHUL PO36UMOK. BupiuianbHum YUHHUKOM OOCACHEHHs yiei
epekmusnocmi € cmpameeiune @QOPMYS8aAHHA MA VAPAGIIHHIL PeCcypCHUM
nopmeenem 6aHKy, SAKUU Mae Oymu y3200MCeHUM 3 KPEOUMHOKW mda
iHGeCMUYIUHOI OISNbHICMIO, YIIAMU NPUOYMKOBOCMI Ma NOMOYHUM DIGHEeM
DUBUKY.

Mema. Memoio yb02o 00Cniodcents € no2nubienHs meopemudHux 3acao i

PpPO3poOKa  MemoOoNo2iUHUX — Ni0X00i8 00  NIOBUWEHHA  eheKmUBHOCMI
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iHgecmuyiuHoi OisibHOCMI OAHKIB, 3 0COONUBUM AKYEHMOM HA (HOPMYBAHHSL
pecypcHo2o nopmaens 8 yMogax HecmabilbHOCmi OAHKIBCbKOI cucmemu.

Mamepianu i memoou. Jlocniodcennss 6a3yemvcs HA UWUPOKOMY KOJi
oofcepell, 30Kpema 3aKOH00asuil 0azi, wo pecyntoe HeeCmuyiliny OislbHICHb
oaukie VYkpainu, a maxodc HAyKoOBUX NpaAYsAX GIMYUSHAHUX 1 3apYOIdNCHUX
oocnionukie. Takooic eukopucmaumo emnipuuHi Oawi, yugposi pecypcu ma
aBmMopcuKi po3paxynku. Y npoyeci 00CaiOHCenHs 3aCcmoco8ato 3a2ailbHOHAYKOGL
Memoou — aHaniz, cummes, IHOYKYIlO, O0eOYKYilo, a MAaxodxdc aHanozio ma
NOpIGHANHS, WO 3abe3neyuso 6cediuHe PO3KpUMMs K MeopemuyHux, max i
NPUKIAOHUX acnekmis egpekmusrocmi 1/].

Pezynomamu.  Pezynemamu  00cniodcenHsi  niOmeepodicyioms,  ujo
epekmusHicms IH8eCMUYIUHOT OIAIbHOCTI € DA2aMOBUMIPHOIO KAMe2opIcto, KA
BKIIOYAE  (PIHAHCOBUL, PUBUKOBUL MA  YNPAGIIHCLKUL KOMHOHeHmu. Y
O00CNIIONCEHHI YMOYHEHO BU3HaueHHs egexmusnocmi I/ winsixom inmezpauyii
83AEMO38 3Ky MIJHC KPEOUMHOW ma IHBeCMUYINIHOIO OIislbHICMIO OaHKY, 3
AKYeHmom Ha OO0CACHEHHS ONMUMAILHO20 OANAHCY MIdC NpubymKog8icmio ma
pusuxkom. OCHOBHUM pe3yIbmamom € GUHAYEHHs pPecypCHO20 nopmaens sK
KN104068020 uunHuKa egexmusnocmi. Mozo cmpykmypa mae ionogioamu
OUIKY8AHUM 00CsA2aM KpeOUMHUX ma I[HEeCMUYIUHUX onepayii 3 Memoio
3abe3neyents epekmusno2o poamiujenns kanimany. Kpim mozo, 3anpononosarno
KOHYenmyanibHy Mooensb oyinku egpekmuenocmi 1/, axa exnouac:

1. Y3e000cenicmob cmpykmypu 6aHKIBCOKUX AKMUBIE 3 ONePAYTUHUMU YINAMU,
2. Cmanoapmu3zosare nopieHanus (benumapkine) epekmueHocmi akmusie 3

VPAXYBAHHAM PUSUK),

3. Mexanizmu 3amiwenus Maionpubymrkosux aKmuesie Oinbul egheKkmueHuMu
anbmepHamueamu.

Baowcnueo, wo 6 oyinyi egpekmusnocmi axyenm 3poONeHO He Juuie Ha
npubymko8ocmi aKmueie, a U Ha eumpamax, Nno8 sA3aHux i3 3any4eHHAM I

00CNY208Y8aHHAM Kanimany, sKI 0e3nocepeoHbo GNIUBAMb HA (QIHAHCO8Y
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cmabinouicms  6aHKy. JlocniodicenHss niOKpecnioe 8axdciugicms  cmpameziil
payionanizayii pecypcié Ha OCHO8I Kpumepiigé npudbymKo8ocmi ma pusuxy, sKi
003607110Mb  He Jauule 3MeHwumu @iHaucogi sumpamu, ane i NiOGUWUMU
penmabenbHicmy aKmueie ma 3a2albHy egekmugHicmsb OiANbHOCMI OAHK).
Ompumani pesyromamu Gopmyroms RIOIPYHMA 0N CMBOPEHHS A0ANMUGHOL
cucmemu YNpaeiiHHsa IHEeCmMUuyiuHow OiNbHICMIO OAHKY 8 YMO8AX MIHAUBOL
Qinancosoi Kon 1OHKmMypu.

Ilepcnexmusu. Ilooanvui 00CniONCEHHA MaOmMmb OYMuU 30CepPeo0tCeHi Ha
KIIbKICHOMY — MOOEN08AHHI  6NAUGY  OKpeMUX CKIA008UX — eheKmusHocmi
ingecmuyiunoi OisnbHOCmi OaHKy — (DIHAHCOB0I, pPU3UK-OPIEHMOBAHOI Ma
ynpaenincokoi. QOcobnugy yeazy Cc1i0 Npuoiumu  emMnipudHomMy aHauisy
83AEMO38 "A3KY MIJNC CMPYKMYPOIO pPecypcHO20 nopmens ma npubdymrkogicmio
baunky 6 ymoeax puHko8oi eoramunvHocmi. llepcnexmugHum Hanpamom €
PO3pOOKa OUHAMIYHUX MOOeNel OYIHIOBAHHS eheKmUBHOCMI, U0 8PAX08VIONb
KOJIUBAHHSL PUHKY, 3MIHY 6apmMOCmI KAnimasy ma cmpame2iyHy a0anmueHicms 00
306HIWHIX wiokie. Taki mooeni cnpusmumyms HPULHAMMIO OOIPYHMOBAHUX
pilens y pedcumi peanbHo2o yacy, 3abe3neuyroyu SHy4Kicmb ma Yymiusicms
iHeecmuyiuinoi  cmpameeii 00  pus3ukie.  YOocKkoHnaneHHs — meopemuKo-
Memooonoeiunoi b6asu oyinosanHus epexkmusnocmi 1] obanky cnpusmume
Gopmysannio a0anmueHux  YNPAGIIHCbKUX nioxo0is, nio8UUeHHIO
KOHKYDEHMOCNPOMONCHOCMI  OAHKI@ 1 3MIYHEeHHI0 CMIUKOCmI OAaHKIBCbKOI
cucmemu 8 Yiiomy.

Knwuoesi cnosa: epexmusricmo, ingecmuyiiina OisiibHiCMb, IHEECMUYILUHI

aKkmueu, pusukx.

Introduction. Banks are central to the financial system, playing a crucial
role in supplying the economy with financial resources. In periods of economic

instability, they must focus on minimizing risks while enhancing the efficiency of
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investment banking (IB). Effective IB not only boosts profitability for banks and
aligns with shareholder interests but also supports the growth of the real economy.

A key determinant of IB effectiveness is the strategic formation of the
bank’s resource portfolio. This requires coordinating credit and investment
activities, allocating resources based on risk and profitability assessments, and
adjusting the portfolio to meet specific goals. The resource portfolio structure
should align with the total credit and investment portfolio to ensure optimal
resource utilization and risk control. Proper management of the resource portfolio
reduces the bank’s overall risks and enhances operational profitability.

Given IB's significance for both banking performance and economic
development, advancing theoretical and methodological approaches to improving
its efficiency has become increasingly critical.

Background and Literature Review. The issue of evaluating the
effectiveness of investment banking has been widely explored in both domestic
and international research. Foreign scholars such as I. Ansoff, M. Porter, D.
Strickland, and M. Frost have thoroughly examined the theoretical aspects of
managing the investment process. Meanwhile, practical aspects of IB have been
addressed by researchers like E. Altman, Nicholas Apergis, A. Damodaran, Arthur
H. Gilbert, Estelle Brack, Ramona Jimborean, Fred H. Hays, H. Markowitz, and
W. Sharpe [4; 5; 6; 7]. Domestic scholars, including A. Kuznetsova, Andriychuk
V., A. Krykliy, N. Maslak, 0. Pozhar, O. Bezrodna,
O. Vovchak, O. Dzyblyuk, T. Maiorova [1; 2; 3], have contributed to the
development of theoretical foundations for IB, provided practical
recommendations for its effective implementation, and proposed strategies for
managing investment risks. Despite the extensive body of work in this area,
several issues remain unresolved, particularly the need for a deeper investigation
into the theoretical and methodological foundations for improving IB
effectiveness and refining its conceptual framework. The ongoing relevance of

these issues has shaped the focus, objectives, and tasks of the current research.
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Purpose. The aim of this study is to deepen theoretical foundations and
develop methodological approaches to enhancing the effectiveness of investment
banking, considering the factors influencing the formation of the resource
portfolio in the context of banking system instability.

Materials and methods. The research’s information basis includes
legislative and regulatory acts that govern the investment activities of Ukraine's
banking system, as well as monographs and scholarly publications by both
domestic and international experts analyzing the efficiency of banks' investment
activities in contemporary conditions. Additionally, periodicals, electronic
Internet resources, and the author's own calculations are utilized to ensure a
comprehensive assessment.

To achieve the goal and address the tasks set in the study, general scientific
and specific methods of scientific inquiry were used, ensuring a comprehensive
approach to the research. In particular: analysis and synthesis, induction and
deduction — for refining the theoretical and methodological foundations of
efficiency of investment banking; as well as analogy and comparison — for
identifying the characteristics of Ukrainian banks' IB under conditions of
instability.

Results. Despite extensive theoretical advancements in financial
management, academic literature presents diverse definitions of "efficiency of
banking". A comprehensive analysis of English research indicates that scholars
and practitioners employ multiple terminologies to describe this concept,
significantly influencing methodologies for its assessment [1-7].

This study proposes a refined definition of efficiency of banking as the
execution of credit and investment activities while maintaining minimal financial
costs and ensuring an optimal balance between asset profitability and risk
associated with the bank’s generated credit and investment assets. This efficiency
is determined by the volume of assets generated, while financial costs and losses

due to risk factors constitute the expense component. The proposed definition
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offers a universal framework for evaluating investment efficiency across varying
economic conditions, including periods of financial instability and sustained
economic growth.

This refined conceptualization incorporates profitability metrics and risk
exposure, encompassing not only credit and investment risks but also those related
to fundraising and borrowing. Furthermore, it establishes a strong link between
banking efficiency and the structure of its credit and investment operations,
necessitating methodological adaptations for accurate evaluation.

Building upon the concept of "efficiency of banking" and an analysis of
"investment banking (IB)" [4; 5; 6], this study introduces the concept of
"efficiency of investment banking". This efficiency is defined as a comprehensive
measure encompassing both quantitative and qualitative aspects of portfolio
management. It reflects a bank’s ability to structure its investment portfolio
effectively, ensuring alignment, comparability, and substitutability of assets to
optimize overall portfolio composition in accordance with prevailing market
conditions.

An effective IB should fulfill two key criteria:

1. exhibit high flexibility and adaptability to fluctuating
macroeconomic conditions, and
2. ensure profitability while reinforcing the bank’s financial stability.

Investment activities should be strategically planned in parallel with credit
operations rather than as secondary considerations. Prioritization should be
determined by anticipated profitability and assessed relative to credit operations,
with resource allocation decisions significantly influenced by the cost of capital
and transaction yields.

Additionally, diversification benefits derived from incorporating
investment assets within a bank’s portfolio underscore the strategic importance of

securities transactions. This diversification effect mitigates efficiency losses
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associated with lower-yielding assets, reinforcing their role in enhancing overall
bank performance efficiency.

Efficient investment banking possesses distinct characteristics that
necessitate differentiating its efficiency assessment from regular investment
activity. A comprehensive evaluation of IB efficiency should incorporate
operational costs, as these expenditures related to settlement, cash management,
and clearing operations significantly influence operational efficiency.
Consequently, in addition to resource allocation and risk management,
operational efficiency emerges as a critical factor in assessing IB performance.

The efficiency of IB is fundamentally determined by two primary factors:

1. Resource transformation efficiency, which reflects qualitative and
quantitative changes in cash flows, including maturity, volume, and
cost; and

2. Management efficiency, which pertains to the effectiveness of risk
distribution and operational profitability.

Furthermore, 1B efficiency necessitates a refined assessment criterion that
evaluates the management system's capability to structure and allocate resources
effectively. This criterion is reflected in the following key analytical factors:

o Alignment of credit and investment activities to ensure strategic
coherence;

« Rational resource allocation guided by risk-return trade-offs;

o Transformation of the fund portfolio in alignment with its strategic
purpose.

The fund portfolio should be structured such that its maturity corresponds
proportionally to the expected structure of the overall credit and investment
portfolio. This alignment ensures that resources with specific maturities
adequately support the generation of credit or investment assets.

A fundamental principle of efficient IB is the strategic utilization of funds

for transformation into investment assets based on their relative efficiency
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compared to credit assets, rather than as a residual process. Additionally,
maintaining IB efficiency requires rigorous risk management during resource
portfolio formation. Given that each resource type carries an intrinsic risk level,
the overall risk exposure of credit and investment operations must be carefully
controlled. Consequently, resource types exhibiting excessive risk levels are
deemed unsuitable for use under predefined risk constraints governing investment
and credit activities.
We believe that the risk limit for executing an active operation can be
determined using the following formula 1:
Roverau = Ryp + R¢ + Ry + Rexe + Rop (1)

where R, ,er-q11 — risk limit associated with active operation performance; R, — risk limit
associated with borrowed and attracted funds, R;- transformation risk; R, — risk limit
associated with inefficient management; R,,- risk for external economic turbulence; R, —risk
associated with operational execution.

Each of these risk types has distinct characteristics and is influenced by the
following factors:

o Liquidity risk of the resource base, characterized by threats such as
premature resource withdrawals and low liquidity levels.

o Volatility risk of resource pricing in the capital market, arising from
sharp fluctuations in the cost of attracting and borrowing funds.

o Structural transformation risk of resources, caused by discrepancies
between liability and asset parameters into which the funds have been
transformed (e.g., changes in amount and maturity).

o Inefficient management risk, stemming from irrational resource
allocation and biased assessment of investment asset efficiency by bank
managers.

« External economic volatility risk, influenced by market and political
risks, as well as the risk of national default.

A crucial distinction in assessing investment banking efficiency compared

to regular bank’s investment activities lies in the alignment between the resource
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and investment portfolios. Effective portfolio structuring requires synchronization
of resource availability and investment objectives.

Additionally, the transformation coefficient is a key metric differentiating
IB efficiency assessment. It quantifies a bank’s ability to reallocate assets in
response to shifting market conditions and strategic priorities. This capacity
includes converting credit assets into investment assets and vice versa, ensuring
optimal portfolio composition. Furthermore, it extends to adjusting the resource
portfolio structure to align with evolving active portfolio priorities.

The development of a bank’s investment strategy serves as the primary
framework for planning efficient investment banking and adapting it to dynamic
market conditions. Consequently, the optimization of banking operations must be
approached from a strategic perspective to ensure long-term effectiveness. The
core objectives of such a strategy include profit maximization, the containment of
investment risk at a minimal level, the implementation of government-directed
programs with significant social value, and the provision of financial resources to
the real sector to support its sustainable growth. Additionally, investment
strategies are expected to address broader institutional aims aligned with
shareholder interests. Given the distinctions among various banking activities, we
propose a classification of key characteristics that define efficient investment
banking (see Table 1), offering deeper insights into the operational specificity of
its implementation.

Table 1

Differences in characteristics of Regular and Efficient IB operations

Features of efficient IB operations

Features of regular IB operations

Adherence to the principle of parallel and
continuous 1B

Preference is given to one type of activity
(credit/investment), the other type is carried out
on a residual basis

effectiveness of both investment and credit
assets

2 | Investment operations should be carried out on | The maturity of investment assets significantly
the terms of "consistency”" with attracted and | differs from the maturity of the portfolio of
borrowed resources attracted and borrowed resources

3 | Use of a standardized approach to assessing the | The effectiveness of credit and investment

activities is assessed using different methods.
The assessment of a credit asset is not
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comparable to the assessment of an investment
asset

Application of the principle of asset
interchangeability implies a high level of
flexibility, adaptation, and optimization of the
investment portfolio structure

Credit and investment portfolios aren’t
interchangeable. The structure of the portfolios
is not adjusted according to market conditions
on a continuous basis

Conducting investment and credit operations on
equal terms within the available resource base

Preference is given to credit operations
compared to investment operations

Assessment of the overall risk of the investment
asset with the separation of the risk level of the
bank's resource base formation

When assessing the risk of an investment asset,
the risk of forming the bank's resource base is
not separated but considered only in
conjunction with other risk factors

Assessment of the correlation of the income of
the investment asset in relation to the
profitability of the total credit-investment
portfolio

The level of profitability is calculated separately
for the credit or investment portfolio. The level
of profitability of a credit or investment asset is
not compared with the total profitability of the

two portfolios

Source: developed by the author

Efficient investment banking is distinguished by the principle of parallel
and continuous implementation, which asserts that credit and investment
operations should be executed simultaneously and continuously, rather than
according to a residual principle. Strategic coordination is essential, with
preferences between credit and investment decisions determined through rigorous
economic justification and quantitative performance metrics. The choice of
executing credit, investment, or combined operations should be guided by their
aggregate impact on the bank’s operational efficiency.

A key feature of efficient investment banking lies in its standardized
framework for evaluating asset efficiency, which facilitates comparative
analysis between credit and investment assets and supports optimal portfolio
substitution decisions. Additionally, continuous monitoring of credit and
investment markets is vital to identifying high-performing assets and replacing
underperforming ones to maintain portfolio effectiveness.

In contrast to traditional practices, efficient investment banking does not
differentiate funding sources between credit and investment functions over the

medium and long term. Instead, capital is deployed in accordance with strategic
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investment priorities and the efficiency either current or forecasted of available
market assets.

Moreover, it is emphasized that risk evaluation must account for
investment duration, as longer-term placements inherently carry greater risk.
Accordingly, risk assessments should focus on the relationship between the
asset’s maturity and the bank’s resource utilization structure, rather than applying
a uniform metric across assets.

Finally, the correlation of asset income should be assessed in relation to
the entire credit-investment portfolio, rather than restricted to individual asset
classes. This approach ensures a more accurate evaluation of diversification and
portfolio stability.

Collectively, these distinguishing characteristics highlight how efficient
investment banking departs from standard investment activity. Central to this
model is the requirement that all operations undergo a rigorous evaluation of their
contribution to overall performance efficiency, ensuring that only the most
effective financial decisions are implemented.

An effective investment strategy, in the context of its influence on
investment banking activities must demonstrate a high degree of transferability
defined as the seamless integration of its core principles into operational practice
without compromising their fundamental integrity. This necessitates the
development of a transmission mechanism to ensure alignment across all
organizational tiers, from top management to frontline and, to a limited extent,
back-office functions.

Senior managers within the financial analysis and risk management
divisions, equipped with comprehensive insights into the bank’s resource base
and segmented market data, play a central role in identifying regions with elevated
investment demand. Strategic optimization is pursued by aligning resource
allocation with anticipated returns and region-specific risk levels, thereby
enhancing investment efficiency.
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A core tenet of efficient IB is the strict observance of predetermined
operational limits. Market-driven adjustments must be executed in accordance
with the guidance issued by supervisory bodies. While communication with the
central office remains vital, operational flexibility is ensured by allowing regional
branches to independently adjust key indicators within set boundaries thus
avoiding excessive centralization and reducing response latency.

Developing an efficient IB strategy is a complex undertaking, with target
benchmarks tailored to specific market segments and operationalized by the
bank’s regional branches. The core challenge lies in reconciling the competing
objectives of profitability, liquidity, and reliability (risk mitigation), while
upholding the bank’s institutional responsibilities. The joint evaluation of
liquidity and risk informs the bank’s overall stability and its systemic risk profile.

A high level of investment efficiency signifies an optimal equilibrium
between profitability and resilience, enabling the bank to perform its
transformation function namely, the conversion of short-term liabilities into long-
term assets. Consequently, profitability and financial stability are the key
performance metrics under an efficient IB strategy.

To strengthen strategic effectiveness, several recommendations are
proposed for shaping a credit-investment strategy:

1. define the optimal balance between credit and investment activities
based on comparative returns;

2. incorporate diversification effects by applying appropriate weighting
to investment instruments within the overall portfolio;

3. account for capital cost fluctuations stemming from changes in risk
exposure; and

4. design a resource portfolio structure aligned with the maturity
profiles of both credit and investment operations.

Considering these features, the classification of IB efficiency types

according to specific criteria is warranted. This typological approach enhances the
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robustness of statistical analyses and facilitates benchmarking of a bank’s

investment efficiency against that of its peers. A detailed classification is provided

in the corresponding table.

Classification of Investment Banking Efficiency Types

Table 2

Classification Feature

Type of efficiency of IB operations

- Up to 1 year period — current efficiency;

I. By time criterion - 1-3 years — short-term efficiency;

(calculation period) - 3-5 years — medium-term efficiency;
- Over 6 years — long-term efficiency
- Low;

2. By scale - Medium;
- High

3. By variability criterion : ;/tiﬁl;le’

4. By elasticity criterion - Flexible;

(ability to adjust) - Inflexible.

5. Ability to replicate
(compliance with credit-
investment strategy)

Replication coefficient value:

- 90-100% - identical,;

- 80-90% - high;

- 60-80% - medium,;

- 40-60 - low;

- <40% - unable to replicate

Source: developed by the author

The time-based criterion assesses the duration during which investment

banking efficiency is measured. The magnitude criterion quantifies the level of

efficiency, providing insights into its adequacy and facilitating comparisons with

market competitors. The volatility criterion tracks fluctuations in efficiency over

different time periods.

Investment banking efficiency is categorized into elastic and inflexible

types, reflecting the bank’s ability to adjust its activities and modify efficiency

within short timeframes. The replication capability measures the degree to which

the efficiency of investment activities aligns with the bank's overall strategic

success. A higher replication coefficient is achieved when investment efficiency

closely mirrors the effectiveness of the bank's credit-investment strategy.
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A strong correlation exists between the efficiency of a bank’s investment
activities and the success of its credit-investment strategy. The flexibility of the
strategy, coupled with the ability to make adjustments during its execution,
significantly impacts efficiency by allowing asset reallocation in line with the
capital deployment risk profile.

Conclusion. The research identifies the efficiency of IB operations of a
bank as a multidimensional concept, incorporating financial, risk, and
management factors. The refined definition emphasizes the interrelationship
between credit and investment activities, as well as the balance between
profitability and risk, positioning investment activity efficiency as a critical factor
for the stability and growth of the banking system.

A key element in enhancing IB efficiency is the bank’s resource portfolio,
which must align with the expected scale of credit and investment operations to
optimize resource utilization. Efficient allocation based on risk and profitability
reduces financial costs and improves overall bank performance.

The study introduces principles for evaluating investment activity
efficiency, including asset alignment, standardized efficiency comparisons, and
replacing underperforming assets with more profitable ones. Additionally, it
highlights that assessing efficiency should consider not only asset profitability but
also the costs of resource acquisition and borrowing, which impact financial
stability.

The refined understanding of investment activity efficiency provides a
comprehensive framework for evaluation and management. The findings can
inform strategies aimed at improving investment efficiency in banks, especially
during periods of economic instability, while supporting the sustainable

development of the financial sector.
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