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Geopolitical tensions and military aggression are changing the fundamental
architecture of the banking industry and capital markets. The transformation of the
investment banking business is affected by higher interest rates, shrinking money
supply, climate change and tighter regulatory rules. Since 2020, global output has
declined by about $3.3 trillion, with the costs falling disproportionately on the most
vulnerable countries. As a result, our medium-term global growth forecast remains
well below the historical average of just over 3 percent. IMF Managing Director
Kristalina Georgieva admits that fundamental reforms must play an important role in
boosting investment — strengthening management, reducing bureaucratic procedures
and improving access to capital [1].

Digitization affects many sectors of the economy and this characterizes the
formation of a new digital economy, as artificial intelligence significantly accelerates
the fourth industrial revolution. Agustin Carstens and Nandan Nilekani propose the
concept of "Finternet” as a vision of the future financial system: multiple financial
ecosystems interconnected with each other — much like the internet [2]. The Finternet
would be designed to empower individuals and businesses by placing them at the
centre of their financial lives.

In the digital economy, financial infrastructure is the foundation of the
financial system and includes institutions, information, technologies, rules and
standards that provide financial intermediation. In conditions of geopolitical tensions,
trends and segments of global banking services are changing [3]. Fundamental
changes have taken place in the world rankings of the top 100 global banks, when,
along with American and Chinese banks, banks from India and the Middle East begin
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to dominate, which, in the process of economic growth, scale huge investments in
domestic infrastructure [4]. In the future, sovereign wealth funds in the Middle East
will also have a strong influence on global money flows.

Financial intermediaries are key participants in modern payment systems: they
ensure the efficient transfer of funds between economic agents; ensure data security
and protection which is critical to maintaining user trust; contribute to the expansion
of access to payment services through the introduction of new technologies and the
development of mobile and electronic payment systems; innovations introduced by
financial intermediaries, such as fast and secure payments, contribute to the
development of e-commerce and the digital economy; contribute to the maintenance
of liquidity and stability of payment systems, ensuring the chain of financial
transactions.

In 2024, the financial and fiscal regulators of the EU continue to take large-
scale measures to monitor and reduce the risk of financial instability and the
development of the international payment system. Interest rates and high-rated
government bond yields in the eurozone turned positive in 2022-2024 but remained
lower than in other major economies. The gap in interest rates with other developed
countries began to widen in 2022, except Japan. Long-term interest rates in the euro
area remain around 200 basis points below those in the US and 150 basis points
below those in the UK, which may hinder the rebalancing of euro-denominated assets

[5].

Banks with stronger corporate and underwriting banking franchises have more
room to increase their fee income. They also receive commissions from the issue and
mergers and acquisitions. As volatility in financial markets decreases, investment
banks' income from trading in stocks and fixed-income bonds will decrease. In 2024,
banks should prioritize non-interest income to compensate for the shortfall in net
interest income. Overall, this will increase fee income through various channels, but
consumer-oriented fees (overdraft fees, credit card late fees, insufficient funds fees)
may increase regulatory scrutiny.

Research on the impact of joining the Economic and Monetary Union (EMU)
on foreign direct investment (FDI) inflows in the 11 New Member States (NMS)
deserves special attention. The use of panel regression analysis and the gravity model
makes it possible to assess the impact of macroeconomic indicators on the outflow of
FDI from 21 industrialized countries (EU countries, Japan, the USA) to new member
countries [6]. Empirically, the results suggest that favorable macroeconomic
indicators in new member countries, such as a stable exchange rate, lower inflation,
long-term interest rates, and EU/EMU membership, are positively correlated with
FDI inflows from new member countries. Conversely, rising inflation and exchange
rate fluctuations in new member countries are negatively related to FDI inflows,
while inflation in FDI source countries is positively correlated with investment in
new member countries.

Ukraine is a country with a functioning democracy, a developed civil society,
democratic institutions, free elections and free expression of citizens' will, and is in
the negotiation process regarding membership in the European Union. The National
Bank of Ukraine continues to cooperate with the Ministry of Finance of the United
States of America in the field of ensuring cyber security in the banking and financial
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sectors of Ukraine [7]. For this purpose, a Memorandum on interaction and
cooperation in the field of cyber security was signed. An agreement was reached on
cooperation in the implementation of information exchange mechanisms in the field
of cyber security and cyber threats; further development of the Cyber Protection
Center of the National Bank (CSIRT-NBU); development and implementation of
measures to support the National Bank on cyber security issues in the banking and
financial sectors of Ukraine.

In conclusion, we note that the strategic choice of financial intermediaries takes
place in conditions of fundamental changes for their business models. In the new Al-
driven digital economy, financial intermediaries enable access to financial services
and scale financial inclusion to support economic development. Digitization scales
the methods of exchanging information about cyber security threats and incidents,
cyber threat actors, therefore interaction and cooperation in the field of cyber security
based on the principles of transparency, voluntariness and confidentiality will
contribute to the development of the banking and financial sectors in Ukraine.
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