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PECULIARITIES OF HOUSEHOLD USE OF FINANCIAL INSTRUMENTS

The article focuses on studying the use of financial instruments by households in the
modern economy. Its purpose is to analyze the available tools for financial management, such
as banking products, investment instruments, insurance programs, retirement savings and
financial technologies, including mobile applications, cryptocurrencies, and digital platforms.

The article emphasizes the importance of managing household resources as independent
economic entities. It establishes that the efficiency of financial management depends on income
levels, expenditure stability, and savings availability. Key banking products such as deposits
and loans remain essential for safeguarding funds and financing immediate needs. Investment
tools, including stocks, bonds, real estate, and government securities, enable households to
grow their capital but require knowledge and willingness to take risks.

Risk management through insurance programs is a crucial part of financial strategy,
providing financial security in unforeseen circumstances such as illness, loss of work capacity,
or property damage. Future planning involves accumulative retirement funds and insurance
programs that help households build financial reserves to ensure a comfortable standard of
living in retirement.

The study highlights that the development of financial technologies creates new
opportunities for household financial management. It underscores the importance of financial
literacy, which significantly influences households' ability to effectively use tools and make
informed financial decisions. The article notes that financial literacy is a key factor in
households making informed decisions about using financial instruments, while a lack of
knowledge can lead to mistakes such as excessive credit use or unreasonable investments,
thereby increasing financial risks.
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Statement of the Problem in General Terms and Its Relevance to Significant
Scientific or Practical Challenges. Households are crucial economic entities whose activities
significantly impact financial stability and socio-economic development. In the context of
globalization and rapidly evolving financial markets, the use of financial instruments by
households has become a pressing research topic.

The core issue is that despite the variety of financial instruments available to households,
their effective use remains limited due to low financial literacy, restricted access to information,
and low trust in financial institutions. This hampers households' ability to save, engage in
investment activities, manage risks, and achieve financial security.

This problem holds significant scientific relevance as it requires an in-depth analysis of
household behavior in financial markets and an assessment of the factors influencing their
choice of financial instruments. Practically, addressing this problem can lead to
recommendations for improving financial literacy, enhancing financial products and services,
and fostering greater economic stability and societal well-being.
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Researching the features of household financial instrument use aims to address critical
tasks, such as ensuring access to financial services, encouraging savings, optimizing personal
financial management, and supporting sustainable economic development.

Analysis of Recent Studies and Publications Addressing the Problem.
Household finance is a relevant research topic for many scholars who focus on key aspects of
financial resource management, the specifics of household financial decision-making (IIlymrok,
2015), household financial stability (Cugopuyxk, 2023), and modern trends in household finance
(IIIBaiiko, 2020).

Many studies explore the relationships between income levels, expenditure structures,
and households' capacity for savings. Researchers such as O. Mital (Mitax, 2017) and others
indicate that income growth contributes to increased savings, which can later transform into
investments.

Recent studies in household finance highlight the importance of a comprehensive
approach to examining their financial behavior and use of financial instruments. Other scholars,
such as T. Kizyma (Kizuma, T., JIobomaina ta Kiznma, A., 2023), have analyzed instruments like
domestic government bonds, which provide a safe investment option for household savings.
These studies also emphasize the need to improve financial literacy for the effective utilization
of financial tools.

Among the main challenges, various researchers note the population's lack of awareness
about available financial products such as investment tools, insurance, and savings programs.
This issue is particularly significant in the context of increasing digitalization in the financial
sector, which requires new skills for interacting with electronic services.

These studies form a foundation for further analysis and improvement of household
financial behavior, as well as the development of tools that promote financial stability and
growth.

The Aim of the Article. The article aims to study the peculiarities of household financial
instrument use in the modern economic environment. It seeks to analyze the variety of financial
instruments available to households.

Presentation of the Main Research Material. In today’s rapidly changing economy and
financial markets, effective management of household resources has become a key factor in
ensuring well-being. One of the critical aspects of such management is the use of various
financial instruments that help families not only save and preserve funds but also invest them,
mitigate risks, and plan for the future. The usage of these instruments depends on different
factors, such as income levels, financial literacy, market accessibility, and economic conditions.

A household operates as an independent entity making decisions about sources of income
and 1ts allocation. The standard of living for its members depends significantly on the size of
household income. Household income reduction can be attributed to inflation, which lowers the
purchasing power of money; higher tax rates or the introduction of new taxes; and increased
interest rates on loans if the household has debt obligations, among other factors (IlIpaiixo,
2020).

Household income and expenditures directly influence their savings levels. Income is the
primary determinant of the household's capacity to save. Higher income provides greater
savings potential, assuming expenses remain constant. Households with stable incomes tend to
save more, as they have fewer unpredictable expenses to cover.

Expenditure structure determines how much a household can set aside as savings. High
spending on basic needs (food, housing, utilities) reduces the possibility of saving. Excessive
consumption or financing lifestyles through credit can reduce savings.

By its nature, savings are funds temporarily (for a longer or shorter period of time)
withdrawn from the economic turnover of households: their owners do not intend to convert
these funds into consumer goods for a certain period. All of this creates the possibility of
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transforming savings into investments, even regardless of the initial motive that guided the
owner when they chose not to use part of their income for current consumption (Mitamn, 2017).

The usage of financial instruments by households is influenced by numerous internal
(income, needs, demographics) and external (economic conditions, financial systems,
government policies) factors.

Financial instruments serve as tools for managing finances, preserving and growing
capital, and ensuring the financial security of families. Their choice depends on financial goals,
income levels, risk tolerance, and other factors. Below are the primary financial instruments
used by households:

Bank products remain the most popular financial instruments among households,
including current accounts, deposits, and loans.

Deposits are a traditional tool for saving funds. They provide guarantees of capital
preservation, although their profitability may be lower compared to other investments. Despite
this, households often choose deposits due to their reliability and low risk, especially in unstable
economic conditions.

Loans help address urgent needs or make large purchases (housing, cars, education).
Households often turn to banks for mortgages or consumer loans. However, poor debt
management can lead to financial problems, making it crucial to carefully assess one’s solvency
before taking on loans.

Households with some savings and a desire to grow them also utilize appropriate
instruments. The main types of investments include stocks, bonds, and real estate.

Stocks provide an opportunity to earn high returns due to the increase in a company's
value; however, they are associated with a high level of risk. To use this instrument effectively,
households need to have certain knowledge about the securities market.

Bonds are a more conservative instrument compared to stocks. They provide a stable
income in the form of fixed interest payments.

For individuals, experts consider corporate bonds and domestic government bonds to be
the most suitable in the current economic conditions (Kiznma, 2018). In recent years, domestic
government bonds have become a rather attractive investment tool (primarily among the middle
class). These are securities denominated in hryvnias, dollars, and euros. Bondholders receive
so-called «coupon payments» — a sort of equivalent to interest on bank deposits. However,
unlike deposits, these securities must be purchased through intermediaries (Kizmma, T.,
JIobonaina Ta Kizuma, A., 2023).

In general, bonds of government enterprises or governments are usually considered
reliable, so households seeking safe investments often turn to them.

Real estate is a traditional tool for long-term investments. The purchase of residential or
commercial property for subsequent rental ensures a steady income; however, real estate
investments require significant initial capital and come with associated risks. It should be noted
that during times of war, it is essential to carefully assess the risks related to real estate
investments, considering the possibility of damage, asset loss, and an unstable security
situation.

One of the key aspects of household financial strategy is risk management. Insurance
products allow households to protect their financial interests in case of unforeseen
circumstances, such as health loss, property damage, or loss of working capacity.

Health insurance helps cover medical expenses, reducing the financial burden in case of
illness.

Life insurance guarantees financial support for the family in case of the death of the
primary breadwinner.

Property insurance protects against risks related to damage or loss of real estate, which is
especially relevant for homeowners in the current war conditions.
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Insurance is an important tool for financial protection; however, many households
underestimate its significance, which can lead to significant financial losses in the event of
unpredictable situations.

Managing a household’s future often involves planning for retirement savings. In
Ukraine, the pension system includes mandatory social insurance, but this may not be enough
to ensure a comfortable standard of living after retirement.

One of the tools for accumulating retirement savings that allows citizens to independently
build a financial foundation for their future pension is private pension funds. Their feature is
that they operate on the principle of voluntary contributions, which are invested to generate
income. This provides participants with the opportunity to accumulate funds, which will be paid
out as an additional pension.

The structure of pension contracts as of 30.06.2024:

with individual depositors — 91.0 thousand;

with individual entrepreneurs — 0.1 thousand;

with legal entity depositors — 6.6 thousand (HamionanpHa KoMicis 3 IIHHUX HalepiB Ta
donI0BOTO PHHKY, 2024).

Insurance savings programs are also an important financial planning tool, combining the
opportunity to accumulate capital and life protection. Their significance lies in providing
financial stability both during active working years and after retirement. The main feature of
such programs is the presence of insurance coverage, which guarantees payment in the event
of an insured incident (such as a serious illness or loss of working capacity). Additionally, they
allow for gradual accumulation of funds through regular contributions, which can be invested
by insurance companies to generate profit. This makes such programs an attractive choice for
those seeking to ensure financial security for themselves and their families, while also earning
additional income from investments.

The funds invested in this way form (bapanosa, 2015):

a long-term investment instrument for households;

potential additional income and stable payments of accumulated pension contributions in
the future;

strategic and long-term investment resources for the country's economy.

With the development of financial technologies, households gain access to new tools for
managing finances. Among them are:

mobile banking apps and digital wallets that simplify the control of expenses, payments,
and savings;

investment platforms that allow investing in securities without the need for intermediaries
like banks or brokerage firms;

cryptocurrencies, which are also becoming a popular tool among households seeking high
returns, although they come with significant risks due to market instability.

One of the main factors that affects the effectiveness of financial tool usage by households
1s the level of financial literacy. Households with basic financial management knowledge adapt
better to market changes and make informed decisions regarding savings, investments, and
insurance. Insufficient financial literacy can lead to poor decisions, such as excessive use of
credit or unsuccessful investments, increasing financial risks.

Conclusions and prospects for further research. Financial tools play a crucial role in
ensuring the stability and development of households. Studying the process of financial tool
usage by households is an essential part of financial theory and practice, as effective household
financial management directly impacts the economic stability of a country. The research
showed that households have the opportunity to use various financial tools, including deposits,
insurance programs, investment products, and retirement funds, to ensure financial security and
accumulation. Proper use of these tools allows not only for saving and increasing funds but also
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for protecting oneself from risks and ensuring the future. At the same time, an important factor
remains the level of financial literacy, access to financial services, and socio-economic
conditions.

Thus, households' decisions regarding the use of financial tools are determined by a
multifactorial approach. Their strategy depends on income, availability of financial products,
risk level, government policy, etc.

The prospects for further research in the context of household financial tool usage include
a detailed analysis of the impact of economic crises, especially war and political instability, on
the choice and effectiveness of these tools. It is particularly important to examine how changes
in the macroeconomic situation, fluctuations in exchange rates, inflation, and instability in
financial markets affect household financial strategies, their ability to adapt to changes, and
their search for new ways to accumulate and protect capital. Specifically, it would be useful to
study which tools gain popularity in high-risk conditions, whether traditional deposits, real
estate, or new alternatives such as cryptocurrencies. Such research would provide
recommendations for managing financial resources in conditions of economic and political
instability and help forecast changes in household behavior on financial markets.
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OCOBJIHNBOCTI BUKOPHCTAHHA ®IHAHCOBHX
IHCTPYMEHTIB JOMOI' OCIIOJJAPCTBAMHI

Cmammsi  npucesuena OOCTIONCEeHHIO GUKOPUCTNAHHA (DIHAHCOGUX —THCMPYMEHMIE
00M020CN00apCINGaMil € YMOGAX CVHYACHOI eKOHOMIKIL. Ii memow e ananiz O0CIMYNHUX
iHCmMpyMeHnie O YNPAaeniHHA QinaHcamu, Makux K 6aHKieCoki NMpoOYKMuU, iHGeCMUYiliHi
IHCIMPYMEHINU, CMpPaxoei Npozpamu, MNEeHCiliHi HAKONU4eHHs ma @QiHaHcoei mexHonozii,
30KpemMa MobintbHi dooamku, Kpunmoganomu ma yugpoei niamgopmiu.

YV ecmammi niokpeciroemuca eaxcaugicims YNpaeniHHa pecypcami 00M020Cno0apcme K
caMocmitiHuMu exoHoMiuHuMU cy6 ‘exmamu. Bemanoenero, o egexmugHicns YAPAGIiHHA
Qinancamu sanexcums 6i0 pieHsa 0o0xodie, cmabitbHOCMi eumpam Mma HAAGHOCMI
3aouyadsicerv. OCHOGHUMU BAHKIGCOKUMU NPOOVKMIAMU 3ATUMAIOMbCS 0eNO3UMU A Kpeoumi,
AKI cnpusitoms  30epesxcentio Kowimie i QiHaHCY8anHo HacanvHux nompe6. Ineecmuyiiini
IHCMpPYMeHmu, maki Ak akyii, obrizayii, Hepyxomicms i 0epiHcaeHi YiHHi nanepu, 0036010
00M020CN00apPCINGaM HPUMHONCYEAMU KAnimai, aie euUMazawmb 3HAHb 1 20MO0GHOCMI 00
PU3UKIE.

Baoicnueoro cknadoeoro ginancogoi cmpamezii € YHPAGIiHHA PUBUKAMU 3 OONOMO2010
CINPAxo6ux Npocpam, ufo 3abesneuyionto QiHancogy be3nexy 6 HenepedbavyeaHux cunyayisx,
makux Ak Xxeopobu, empama npaye30amHocmi 4u NOUIKoOdceHHA MaiHa. Ilnanyeanns
MaiibymHb020 GKIIOYAE HAKONUYYGATbHI NEHCIliHI (QOoHOU ma cmpaxoei npocpami, sKi
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donomazaroms gopmyeamu Qinarcoguil pezepe 01 3abe3neueHHs KOMEBOPMHO20 pieHSA
axcummsa Ha neHcii. Tax, HedepcaeHi neHcilini oHOu e€idicparoms eaxciuey pons v
gopmyeanni dodamkogux Oxcepen 00x00i€¢ nicia GUX00Y HA MNeHcito, Modi AK CMpaxoei
HAKONUYYEANbHI NPO2pamit 003601510 NOEOHVEAMU DIHAHCOGUIl 3aXUCT 13 MONCTUGICINIO
iHGeCINVEaHHA.

Bemanognero, wjo po36umox QinaHcoeux mexHono2iil Cmeopioe HOGi MOXCTUGOCINT O
VAPAQGNiHHA inancamu domococnodapeme. 3okpema, MobiteHi dodamxu ma yu@poei
niamgopmi CHpUsIOMb Te2UOMY OOCIHVIY 00 PUHKIG | CHPOWYVIOMb THEeCUYITIHY OiATbHICIb.
OodHak nonviapHicms Maxkux iHHOGAWIll, AK KPUNINOEATIOMU, CYHPOBOONCVEINBLCA GUCOKUMU
puzuxamu yepes ix HecmabinbHicmb.

B cmammi nioxpecnoemscsa eaxcnugicms QiHAHCoGOT cpamMomnocmi, AKka enIeae Ha
30amHicine 00MO20CHO0APCE eexmuGHO GUKOPUCTIOBYEAIN THCIPYMEHMU ma nputiMamu
3eaxceHi Qinancoei piutents. 3asHaveHo, uio pieeHs QiHaHCOBOT 2PAMONIHOCII € KIH0UOGUM
paxmopom y npuitHammi 0oMo20cnooapecmeamu 0OTPVHINOGAHUX PiltleHb 1000 GUKOPUCTIAHHS
Qinancosux iHcmpymMenmie, a HeOOCMAMHI 3HAHHA MONXCYIIL HPUZEOOUNIU OO0 NOMUTKOGUX
piutens, MaKux K HAOMipHe GUKOPUCTAHHA Kpeoumie abo HeobIpyHmMoeaHi ineecmuyii, ujo
36i1bUVIONTS DIHAHCOEGT PUUKLL

Ecexmuene euxopucmanus @iHaHcoeux iHCMPYMEHNiE O00MO20CHOOapCEamu €
GAXMCIUBUM Ol eKOHOMiuHOI cmabiteHocmi kpaivu. Boonouac mpaouyitini incmpymeHmu
3A3HAOMb GUKIUKIE Yepe3 iHQIAYI0, eKOHOMIYHY HecmabilbHicHb Ma CYUACHT PUBUKIL

Knrouoei  cnosa:  domozcocnodapcmeo, — @iHaHcoei  iHCmpyMeHmu, — 00xXo0u
doMozocnooapcme, GUMpamiu OOMo20CHo0ApCme, 3a0UA0NCEHHS, PIHAHCO6A PAMOMHICHID,
CIPaxyeawnts, 0enos3um, axkyii, oonieayii.
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