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In the banking sector, capital plays a much more specific role than in other sectors of the
economy. It was revealed that the growth of credit debt does not play a significant role in the for-
mation of profits of commercial banks in Uzbekistan, while their economic efficiency is low, despite
the high proportion of risky assets in the assets of the banking system. It has been established that
the factors affecting the bank's profit in commercial banks are related to inflation, risky assets
of the banking system as a whole, and bank interest rates. An increase in interest rates on bank
loans does not guarantee the bank's profitability, since a number of factors influence the formation
of interest rates on loans, one of which is inflation. Sufficiency of volume and quality in terms
of sources of capital of commercial banks play a key role in increasing their profitability.
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Commercial banks’ profitability is effected by the market power measured by the ratio
outstanding loans to the country’s credit, the size of the bank in terms of capital structure, the nature
of business as it is exposed to risks and the set limit for capital adequacy (Koba, 2018).
In fact, the volume of risky assets of commercial banks, in particular a large volume of loans, leads to
anincrease in their level of profitability, but also requires an increase in the amount of bank capital.

Kwakwala puts forward important ideas about the capital adequacy of commercial banks.
According to him, like any commercial organization, banks need capital to operate and survive.
However, the banking sector, capital plays a much more specific role compared to others
industries because banks are high-level institutions. Regulatory bodies therefore, banks are
required to maintain a minimum amount of capital to ensure this in any case (2015). The Central
Bank of Uzbekistan seeks to further increase the volume of bank capital by raising the standards
for risking the assets of commercial banks, the main goal of which is not to increase the lending
rate of commercial banks.

The Central Bank of Uzbekistan is pursuing a tight monetary policy to ensure the stability of
the consumer price index (CPI) in the national economy. Of course, the Central Bank focuses on
fulfilling the inflation targeting forecast in exchange for a reduction in the money supply in the
economy. As a result, interest rates on bank loans in the country tend to grow steadily, since the
high demand for money in the real sector, the lack of sufficient financial resources of commercial
banks to meet this demand directly leads to an increase in their lending rates.

Despite the liberalization of monetary policy in recent years, reforms to transform banks to
market principles, the state's share in the capital of commercial banks in the country remains high
(84.2%). At the same time, the assets of commercial banks account for 63.1% of GDP, credit flows -
47.7%, deposits - 19.1%, capital - 10.1%. The assets of the banking system of Uzbekistan make up
86.3% of risky assets, the ratio of net income to assets (ROA) is 2.2, and the capital ratio (ROE) is 10.

From the above data, it is clear that the inflow of loans does not play an important role in
the formation of the profit of commercial banks in Uzbekistan, and their economic efficiency is
low, despite the high proportion of risky assets in the composition of their assets.
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However, it is natural for commercial banks to pay special attention to the steady growth
of profits, since the level of profits plays an important role in increasing dividends and wages paid
to shareholders, increasing the bank's capital and strengthening financial stability. Of course, there
is an influence of local and foreign policy in favor of commercial banks, but the inflation rate, risky
assets of the bank, bank capital and average annual interest rates on loans are factors that directly
affect their profitability.

The advantages of commercial banks are the subject of research by many economists and
experts as a topical issue. This is due to the fact that a number of factors directly or indirectly
affect the benefits of banks. One of the main ones is inflation, which negatively affects not only
the profitability of commercial banks, but also their stability. Thus, when determining the level of
profitability of a bank in conditions of inflation, the separation of inflationary income from its
income structure allows us to determine the real situation in terms of its profitability.

Commercial banks’ profitability is effected by the market power measured by the ratio
outstanding loans to the country’s credit, the size of the bank in terms of capital structure, the na-
ture of business as it is exposed to risks and the set limit for capital adequacy. In fact, the volume
of risky assets of commercial banks, in particular a large volume of loans, leads to an increase in
their level of profitability, but also requires an increase in the amount of bank capital.

The level of bank efficiency may affect future bank risk. In addition, a decrease in
efficiency leads to an increase in the bank's risk. There should be a negative correlation
between risk and efficacy when these exogenous events occur. Such events increase problem
loans, increase risks, and in response, banks have to pay additional costs and have to resort to
management actions.

In accordance with the banking legislation and market principles in force in the country,
the Central Bank does not have the right to give direct instructions to commercial banks on setting
loans and interest rates. The Central Bank has established the order of risk at the level of 150, 200
and 300 percent: risking the amount of the loan, the interest rates on the loan exceed the limits
that it satisfies. In this case, an increase in the volume of risky assets of commercial banks
imposes an obligation to increase their capital.

However, according to market principles, banks find it risky to lend to those who agree to
take out a loan at a high interest rate, because even if the borrower agrees to take out a loan at a
high interest rate, this increases the risk of repayment. In fact, this idea finds its practical
confirmation in the real sector, since the process of repaying loans issued by banks is very
laborious and leads to additional costs.

Among the factors influencing the profitability of commercial banks, the interest rate on a
bank loan plays an important role. It is known that the interest rate on a loan should be adjusted
based on supply and demand in the market. However, it is impractical to conclude that a high
interest rate on a bank loan guarantees its profitability, since a number of factors affect its
formation. For instance, in Uzbekistan, interest rates are directly affected by inflation and low
money supply. Evidence is an indication that bank profitability depends on several factors in which
inflation is one of them. Inflation as a virus that has come to stay in virtually all the economies of
nations of the world both emerging and industrialized economies has reduced competitiveness in
the world markets and can have a general debilitating effect on almost all type of economic
activities, especially banking. There is no doubt that the bulk of interest on loans from commercial
banks will not be real income in the form of inflationary income. In addition, banks will not be
very interested in attracting time deposits as a result of interest payments from legal entities and
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individuals. The share of term deposits in the deposits of commercial banks in Uzbekistan is low,
and banks form risky assets at the expense of demand deposits, that is, demand deposits. This, in
turn, leads to inconsistencies in their liquidity indicators.

It was found that the factors affecting the y — bank's profit (billion soums) in commercial
banks are associated with inflation (in percent), risky assets of the banking system as a whole
interest rates of the bank (in percent).

The high level of inflation in the economy negatively affects the profitability of the bank,
which leads to an increase in inflationary income. In the course of the analysis, high inflation
negatively affects the time deposits of depositors in banks, which indirectly and negatively affects
their profits, naturally, due to a decrease in the amount of risky assets of banks.

An increase in the volume of risky assets of commercial banks has a direct positive impact
on the bank's profit.

In conclusions it is acceptable that the sufficiency of amount and quality in terms of
sources the capital of commercial banks play key factors to enhance their profitability.

B/IMAHUE KANMUTANA KOMMEPYECKUX BAHKOB HA UX NPUBbLIZIbHOCTb

B 6aHKoBCKOM cekmope Kanuman uepaem 20pa30o b6osee cneyuguyeckyro posb o cpas-
HeHUo ¢ Opy2umMu ompacaamu 3KOHOMUKU. BbiagneHo, ymo pocm kpedumHoli 3a00axeHHocMu
He uz2paem 3Ha4YumesbHOU ponau 8 hopmuposaHuu npubsiau Kommepveckux 6aHKos Y3bekucma-
HQ, MPU 3MOM UX 3KOHOMUYECKAA 3¢hgheKmUuBHOCMb HU3KA, HECMOMPA HA 8bICOKUU yOesnbHbIll 8ec
PUCKOBbIX AKMUBOB 8 cOCMase aKmusos BaAHKOBCKOU cucmemMsl. YcmaHo8neHo, Ymo (hakmopel,
gnuAwWUe Ha npubbinb 6aHKa 8 KOMMepPYecKUx BAHKAX, C8A3AaHbI C UHGAAyuel, pUCKOBAHHbIMU
akmusamu 6aHKOBCKOU cucmemsl 8 YesnoMm, NpoueHmMHeiMu cmaskamu 6aHka. [loseiweHue npo-
UeHMHbIX cmasoK o 6aHKOBCKUM Kpedumam He 2apaHmupyem npubsineHocmu 6aHKY, MaK KaK
Ha hopMupoB8aHUE CMABOK MO Kpedumam eausem pAad hakmopos, 00HUM U3 KOMOPbIX A8A9emcs
UHnayusa. Jocmamo4yHocmes 06bemMa U KaYecmea ¢ MoYKU 3peHUA UCMOYHUKO8 Kanumasa KOM-
mMepyeckux 6aHK08 U2parom KaK4ea8yo posb 8 MosblWeHUU Ux npubslabHOCMU.

Knrouesble cnosa: 6aHKOBCKUU ceKmop, Kanumasna Kommep4yeckux 6aHKos8, hakmopel, 8:a1u-
Aowue Ha npubbinb 6aHKa.
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