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Abstract:The article discusses a number of issues related to the reform of the banking 
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Measures aimed at strengthening partnerships with foreign banks and international financial 

institutions, attracting long-term borrowed funds, improving business efficiency, 

commercialization and ensuring customer orientation of banks with a state share have been 

identified. 
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INTRODUCTION 

Over the past five years, special attention has been paid to improving the activities of 

commercial banks with state shares. The reason was that most state-owned banks have ceased to 

develop and strengthen their positions in international markets, which is vital for achieving the 

country's investment goals. At the same time, an analysis of the current situation in the banking 

sector shows the presence of a number of systemic problems that impede the development of the 

banking sector in accordance with economic transformations and the needs of society, such as a 

high share of state presence in the banking sector, insufficient quality of management and risk 

management in banks with state participation, low level of financial intermediation in the 

economy 
1
. 

                                                            

1Decree of the President of the Republic of Uzbekistan, dated May 12, 2020. No. UP-5992 “On the strategy for 

reforming the banking system of the Republic of Uzbekistan 
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As is known, investment lending and project financing are associated with a high risk of 

loss of financial resources.In this regard, bank lending often acts as an additional source to 

existing financial resources. Thus, it should be noted that the analysis of sources of financing for 

an investment project can significantly affect its cost, feasibility and efficiency, therefore one 

should take a balanced approach to assessing various mechanisms for financing investment 

activities 
2
. 

Today, state-owned banks have sufficient capital, which allows them to enter the 

international market and cooperate with foreign banks and international financial institutions.  

But along with positive aspects, there are also negative ones, which directly prevent banks from 

providing their potential clients with the necessary financial resources. 

 LITERATURE REVIEW 

As part of the strategy for reforming the banking system, the main directions have been 

identified, one of which is increasing the efficiency of the banking system by creating equal 

competitive conditions in the financial market, lending exclusively on a market basis, reducing 

the dependence of banks on government resources, modernizing banking services, creating an 

effective infrastructure and automating the activities of banks , as well as the gradual abolition of 

non-core functions of banks (Decree of the President of the Republic of Uzbekistan 2020). 

The quality of the loan portfolio depends on maintaining a moderate increase in the 

volume of financing of investment projects. Financing investment projects involves a systematic 

approach, including the main forms of financing, criteria and indicators for assessing the 

effectiveness of investment projects, assessing the investment attractiveness of the investment 

object, identifying factors influencing investments, and forming priority areas of investment ( 

Natocheeva 2013). 

As we remember, the bulk of banking assets are loans, so the lending function plays a 

critical role in the risk management of any bank. The goal of lending is simple: create value for 

the bank. The first danger that awaits the organization issuing the loan is the likelihood of the 

borrower not repaying the loan on time and, as a result, the destruction of value. Prudent and 

prudent management of credit risk is a way to create value in the lending function (Joseph 

Sinkey Jr. 2021) . 

 

                                                            

2Z.V. Chebotareva, “Sources of financing investment projects”, Eurasian Union of Scientists (ESU) No. 3 (48), 2018 
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RESEARCH METHODOLOGY 

Logical-structural analysis of theoretical and empirical data presented in the public 

domain was used as a research method. Also, analysis and synthesis allow, on the one hand, to 

highlight individual areas of development of investment project financing, and, on the other 

hand, factors influencing the development of investment project financing. As a result of the 

study, a number of problems related to the financing of investment projects and the development 

of project financing in commercial banks were identified. 

ANALYSIS AND RESULTS 

Today, the development of financing investment projects is increasingly becoming 

relevant, since the country’s investment policy is aimed at attracting foreign investment, 

developing all sectors of the economy, employing the population by creating new jobs, entering 

the international market by creating a competitive product, etc. Results research needs to be 

linked to reforming the banking system of the Republic of Uzbekistan. In the course of consistent 

reform of the financial sector, a number of measures were implemented, as a result of which the 

necessary legal conditions were created for conducting a progressive banking business and 

strengthening the competitive environment in the sector 
3
. 

 The banking sector of the Republic of Uzbekistan is a springboard for the development of 

payment systems and infrastructure. The banking sector has a two-tier system. International 

agencies define the financial sector of Uzbekistan as “stable”. As of January 1, 2023, this 

industry is represented by 43 second-tier banks with a total of 720 branches. 

 As of January 1, 2023, the total assets of commercial banks in Uzbekistan increased by 

21% over the year. However, banking penetration remains low, creating great potential for 

development. Domestic private debt increased and amounted to 35.8% of GDP. 

 The republic is implementing a number of reforms that will ensure further opening of the 

financial sector to foreign investors. In the context of reforms in Uzbekistan, investors are 

beginning to show interest in the banking sector; there are some cases confirming this trend. 

                                                            

3
Decree of the President of the Republic of Uzbekistan, dated May 12, 2020. No. UP-5992 “On the strategy for 

reforming the banking system of the Republic of Uzbekistan 
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Figure 1. Banks of the Republic of Uzbekistan with state share
4
 

 

Uzbekistan has strict banking regulations. The Central Bank supervises second-tier banks, 

introducing higher requirements than is customary in international practice. Thus, in 2020, the 

tier 1 regulatory capital adequacy standard in the banking sector was 20.4% and gradually 

decreased to 14.6% as of May 1, 2023. The state’s share, despite the gradual decrease, remains 

significant: 78% of banking assets are state participation in one form or another. 

 

                                                            

4
Compiled by the author based on the results of the research 
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Figure 2. Loans allocated by customer category
5
 

 

From the analysis of the figure, there is potential for growth in the retail lending segment; 

the ratio of personal credit debt to GDP is lower in comparison with comparable countries. The 

sector increased its share of allocated loans from 24 to 32%. The share of the corporate sector 

decreased from 40 to 34%. This is due to the fact that large enterprises in Uzbekistan are facing 

growing financial difficulties and difficult access to new financing due to high interest rates and 

a lack of collateral. 

The research method is a comparative analysis of statistical data. Comparative analysis of 

the obtained data is one of the most popular and fundamental methods of analysis, which 

involves identifying certain characteristics of the object of study and comparing it according to 

these parameters with other objects or with itself, but, for example, in different periods of time 
6
. 

 

 

                                                            

5
Compiled by the author based on the results of the research 

6V. Ismagilov, “How to organize access to statistics for employees - in the context of business growth” // Academy 

of Analytics - 2022 
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CONCLUSION 

According to Forbes , only 5% of the population has deposits in banks. The share of retail 

loans is gradually growing. It is expected that the growth rate of the banking sector will on 

average outpace the growth rate of the economy, since the demand for consumer, mortgage and 

other types of loans and financial instruments has not yet been satisfied. 

To effectively organize the financing process and solve a number of characteristic 

problems, it is necessary to build and implement an optimal organizational investment system. It 

is also necessary to ensure positive margins, and banks will be required to reconsider their 

interest rates. 

In order to further develop project financing and strengthen the bank’s position in 

international markets, it is necessary: 

- introduce best practices in financing investment projects; 

- conduct a qualitative assessment of financial, environmental and social risks at all stages 

of project implementation; 

- systematically monitor the implementation of business plan/feasibility study indicators; 

 - develop new banking products and services on favorable terms for clients; 

 - receive technical support from foreign partners; 

 - conduct an assessment of environmental and social risks before the start of project 

financing; 

 - use various licensed software to evaluate investment projects; 

- introduction of a system for evaluating banking products and services in order to 

improve their quality; 

Based on the above, it should be noted that the transformational development of the 

banking system has a positive effect on improving the mechanism for financing investment 

projects, which is an important factor and foundation for the sustainable development of the 

bank. 

 

 



                        International Journal of Research in Finance and Marketing (IJRFM)  
                        Available online at: http://euroasiapub.org  
                        Vol. 13 Issue 12, December– 2023 
                         ISSN: 2231-5985 | Impact Factor: 8.132 
                        (An open access scholarly, peer-reviewed, interdisciplinary, monthly, and fully refereed journal.) 

 

 (An open access scholarly, peer-reviewed, interdisciplinary, monthly, and fully refereed journal.) 
International Journal of Research in Finance & Marketing 

http://www.euroasiapub.org 
59 

List of used literature 

1. Decree of the President of the Republic of Uzbekistan, dated May 12, 2020. No. UP-5992 

“On the strategy for reforming the banking system of the Republic of Uzbekistan 

2. N.N. Natocheeva “Financing of investment projects: forms, criteria, priorities”, 

Economics and Management, 2013 

3. Financial management in commercial banking and the financial services industry / Joseph 

Sinkey Jr.; Per. from English _ – M.: Alpina Publisher , 2021 – 464 p. 

4. KPMG report “Diagnostics of the internal and external environment”, 2023 

5. V. Ismagilov, “How to organize access to statistics for employees - in the context of 

business growth” // Academy of Analytics - 2022. 

6. E.A. Grishina, “Organization of bank lending” Textbook for students in the field of 

training 03/38/01. Economics - Saratov: Saratov Socio-Economic Institute (branch) REU im. 

G.V. Plekhanova, 2018, p. 152, – 7s 

7. V. Ismagilov, “How to organize access to statistics for employees - in the context of 

business growth” // Academy of Analytics - 2022. 

8. O.I. Lavrushin, Modern banking products and services: textbook / 2nd ed., additional. - 

M.: KNORUS, 2021. - 346 p. 

9. L.V. Chkhutiashvili , Banking products: types, technology of creation, methods of 

implementation // Banking sector - 2010 

10. M.S. Maramygin Banking and banking operations: textbook / Ministry of Science 

and Higher Education of the Russian Federation, Ural State Economic University. – 

Ekaterinburg: Ural Publishing House. University, 2021. – 567 p. 

11. O.I. Lavrushin, Banking: Textbook. - 2nd ed., revised . and additional – M.: 

Finance and. statistics, 2005.-672p. 

 


