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ANNOTATION:

Investment loans of commercial banks
are an important source of financing the
costs of modernization, technical and
technological re-equipment of industrial
enterprises. However, banks need to have
sufficient resources to increase the use of
investment loans by commercial banks,
while industrial enterprises need to be able
to repay investment loans in a timely and
complete manner. The article identifies
currentissues related to the improvement of
lending practices of industrial enterprises of
commercial banks of the Republic of
Uzbekistan, and develops scientific
proposals to address them.

Keywords: Commercial bank, credit,
investment credit, reserve, interest,
resource, industrial enterprise, liability,
deposit, liquidity, solvency.

INTRODUCTION:

According to the Decree of the President of
the Republic of Uzbekistan PF-4947 dated
February 7, 2017, in the Action Strategy for the
five priority areas of development of the
Republic of Uzbekistan for 2017-2021, it is
necessary to expand macroeconomic stability
and maintain high economic growth. recognized
as one of the conditions [1].

Also, according to the Decree of the
President of the Republic of Uzbekistan PP-
5992 dated May 12, 2020, the strategy of
reforming the banking system of the Republic of
Uzbekistan for 2020-2025 identifies a moderate
increase in loans to commercial banks as one of
the priorities of banking reform. The above-

mentioned circumstances make it necessary to
study the issue of improving the lending
practices of commercial banks on a scientific
basis.

ANALYSIS OF THE RELEVANT LITERATURE:

A study by Uerta de Soto found that lower
interest rates on investment loans from
commercial banks turn previously unprofitable
investment projects into profitable investment
projects, and that investment projects fail and
non-repayment as a result of banks financing
loans secured by unsecured funds. cases occur
[3].

According to G. Panova, in order to increase
the ability of banks to provide loans, first of all,
it is necessary to ensure the adequacy of their
deposit base [4].

According to ]. Sinki, one of the important
functions of the employees of the credit
department of banks is to properly assess the
effectiveness of the activities and management
of the borrowing company [5].

This conclusion of ]. Sinki is of great
practical importance for the banking practice of
Uzbekistan. This is because commercial banks
of the country do not evaluate the effectiveness
of their management in lending to enterprises
[5].

According to V. Kayukov and A. Kayukov, in
order to improve the mechanism of providing
industrial enterprises with bank loans, it is
necessary to strengthen the resource base of
commercial banks, to ensure the balance of
assets and liabilities of banks in terms of volume
and term [6].
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According to Lavrushin, short-term lending
for large enterprises within the credit line has
the following advantages for large enterprises:
- Issued only to legal entities;

- The bank's clients are only large enterprises;

- Borrowers are enterprises that are in constant
need of short-term resources;

- The main account of the borrowers is in the
lending bank;

- Loans are issued only to financially secure
customers [7].

J. According to Majidov, the high rate of
devaluation of the national currency has led to
higher prices for imports and higher inflation.
As a result, the costs associated with the
repayment of loans in foreign currency and the
increase in the cost of production. As a result,
their ability to pay has declined.

RESEARCH METHODOLOGY:

In writing the scientific article, the methods
of induction and deduction of research and
expert evaluation, grouping, comparative,
structural and trend analysis of financial
analysis were used. In the process of a full study
of the problem, the National Bank for Foreign
Economic Activity and IT.

In particular, commercial banks used
grouping and trend analysis methods of
financial analysis to assess the composition of
credit resources. The expert assessment
method was used in assessing the reserve
allocations of the National Bank for Foreign
Economic Activity to cover loan losses.

These methods were used in the analysis
and results section of the article and served as
the basis for our preparation of conclusions and
recommendations. The results of the methods
used in the study will serve to improve the
lending practices of industrial enterprises by

banks.

ANALYSIS AND RESULTS:

Lending to industrial enterprises is one of
the priorities of the National Bank for Foreign
Economic Activity lending.

As of December 31, 2020, the volume of
loans of the National Bank of TIF amounted to
65.6 trillion. UZS, of which 31.8% were loans to
businesses belonging to the industrial sector of
the economy (www.nbu.uz).

In turn, the expansion of the National Bank
of TIF's lending capacity to industrial
enterprises depends on the bank's resource
base and the liquidity and solvency of industrial
enterprises.

Using the data in the table below, we assess the

dynamics of the resource base of the National

Bank of TIF.

Table 1. Table 1 Structure and dynamics of the
resource base of the TIF National Bank [9]

2020in 2018
2018 2019 2020Y. change
Y. Y. relative to the
year, %
Term deposits, bln.
sum (3287 6 1089 33,1
515
Obtained from other
banks | 37 35 42 420 1122
funds, bln. sum | 792 307
Regulatory capital, bln.
sum |5 722 13 13873 2425
141
Resources - total 46 54 57382 1226
801 963

Table 1 shows that the amount of time deposits
of the National Bank of TIF in 2020 decreased by
66.9% compared to 2018. This is,

This is a negative situation in terms of
expanding the National Bank's lending to
industrial enterprises.

Also, the loans of the National Bank of TIF
from other banks in 2020 increased by 12.2%
compared to 2018. This is explained by the
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increase in loans from foreign banks during this
period.

In addition, the amount of regulatory
capital of the National Bank of TIF in 2020
increased by 22.6% compared to 2018. This is a
positive development in terms of improving the
resource supply of bank loans. Because
regulatory capital is a stable source of funding.

In 2018-2020, the growth rate of demand
deposits and time deposits in the National Bank
of TIF was observed. However, the bank does
not have a sufficient deposit base the share of
demand deposits in total deposits is more than
30%.

In 2018-2020, the share of demand
deposits in the total volume of TIF National
Bank deposits tended to decline. This is a
positive situation in terms of strengthening the
bank's resource base.

One of the most pressing issues related to
the improvement of lending practices of
industrial enterprises by commercial banks is
the problem of unbalanced liquidity in banks.

In turn, the imbalance between the

maturity of assets and the maturity of liabilities
of banks played an important role in the
emergence of the problem of unbalanced
liquidity in commercial banks.
There was a significant correlation between the
maturity of assets and liabilities. The expansion
of banks' lending to industrial enterprises
depends directly on the quality of loans
provided to them. Figure 1 shows that in 2018-
2020, TIF National

The Bank's provision for potential losses on
loans to industrial enterprises was higher than
for loans to industrial enterprises. Moreover,
this figure increased by 0.1 percentage points in
2020 compared to 2018. This is a negative
situation in terms of improving the lending
practices of industrial enterprises of the
National Bank of TIF.

1-figure. The reserve ratio of potential losses
on loans to industrial enterprises by the
National Bank of TIF, as a percentage [11]

[t should be noted that the issue of resource
provision of long-term loans in commercial
banks of the country has not been resolved.
President of the Republic of Uzbekistan Sh.M. As
Mirziyoyev admits, "70 percent of deposits in
banks are short-term, and 90 percent of loans
are long-term." [12]

[t should be noted that the coronavirus pan-
epidemic has had a negative impact on the
lending practices of industrial enterprises of
commercial banks of Uzbekistan.

In accordance with the Decree of the
President of the Republic of Uzbekistan dated
April 3, 2020 PF-5978 "On additional measures
to support the population, sectors of the
economy and businesses during the coronavirus
pandemic", indebtedness of legal entities in the
amount of 7.9 trillion soums and 4.7 trillion
soums in loans to individual entrepreneurs
postponed from April 1 to October 1, 2020,
additional restructuring payments on loans to
organizations facing financial difficulties due to
measures taken to combat coronavirus and a
sharp decline in economic activity trillion soums
[13]
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CONCLUSIONS AND SUGGESTIONS:

Banks should have sufficient resources to
increase the use of investment loans by
commercial banks, while industrial enterprises
should be able to repay investment loans in a
timely and complete manner.

Expansion of promising investment
projects and lending to small businesses and
private entrepreneurship is a prerequisite for
sustainable development of the country's
economy.

The decrease in the amount of time
deposits of the National Bank of TIF in 2020
compared to 2018 by 66.9% is a negative
situation in terms of expanding its lending to
industrial enterprises.

The increase in the volume of loans
received by the National Bank of TIF from other
banks in 2020 compared to 2018 by 12.2% is
explained by the increase in loans from foreign
banks during this period.

In 2018-2020, the TIF National Bank does
not have an adequate deposit base, ie the share
of demand deposits in total deposits is more
than 30%.

In 2018-2020, there was a significant
correlation between the maturity of assets and
liabilities of JSC "Uzpromstroybank".

In 2018-2020, the National Bank of the TIF
had a high level of potential losses on loans to
industrial enterprises relative to loans to
industrial enterprises.

In our opinion, the following measures
should be taken to improve the practice of
lending to industrial enterprises by commercial
banks of the republic:

1. In order to improve the resource provision of
loans to industrial enterprises, first of all, it is
necessary to ensure a high and stable level of the
share of funds from the sale of these securities
in the approximate resources by ensuring the
investment attractiveness of bank securities;
second, it is necessary to maintain the

opportunity to increase the level of interest paid
on time deposits by ensuring a stable level of net
interest spread; third, the share of interbank
loans in the volume of resources should be
reduced (because they are an expensive
resource).

2. In order to reduce the level of reserve
allocations to cover loan losses by improving
the quality of loans to industrial enterprises by
commercial banks, first, the composition of
classified loans should be improved by ensuring
a high and stable level of standard and
substandard loans; secondly, it is necessary to
improve the system of assessing the
creditworthiness of industrial enterprises
through the introduction of financial ratios and
cash flow assessment methods, which are
widely used in banking practice in developed
countries; third, it is necessary to increase the
share of insurance policies of insolvent
insurance companies in the structure of
collateral for loans to industrial enterprises.
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