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Abstract:This article analyzes the current problems and development prospects of the banking system
of Uzbekistan. The paper examines the key challenges faced by the banking sector, including high
dollarization, insufficient financial inclusion, corporate governance issues, and shortage of long-term
financial resources. Particular attention is paid to the reforms carried out in accordance with the
Banking System Reform Strategy for 2020–2025, including privatization of state-owned banks,
digitalization of banking services, and implementation of fintech solutions. The article also analyzes
the development prospects of the banking system, such as increasing financial stability, expanding the
range of services, and integration into international financial markets. Based on international
experience and statistical data, the need for an integrated approach to reforms to achieve sustainable
economic growth is emphasized. The article is valuable for economists, banking sector specialists, and
public policymakers.
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The banking system is a key element of the economic infrastructure of any state, ensuring the
redistribution of financial resources, support for entrepreneurship and economic growth. In Uzbekistan,
the banking sector plays an important role in ensuring sustainable economic development, but faces a
number of problems that hinder its effective functioning. In recent years, the country has been carrying
out large-scale reforms aimed at modernizing the banking system and transitioning to market
principles. This article analyzes the current problems of the banking system of Uzbekistan, including
high dollarization, insufficient financial inclusion and weak corporate governance, as well as its
development prospects in the context of the Reform Strategy for 2020-2025. The main objective of the
study is to identify key challenges and determine ways to overcome them to ensure sustainable
development of the banking sector.

The banking system of Uzbekistan is characterized by a two-tier structure, where the upper tier
is represented by the Central Bank, and the lower tier is represented by commercial banks and
microcredit organizations. As of 2023, there are 33 commercial banks operating in the country, of
which 12 have a state share, 15 are private, and 5 have foreign capital. Despite significant progress in
the development of the banking sector, there are a number of problems that hinder its effectiveness.
First, the high level of dollarization remains one of the key problems. As of 2021, the level of
dollarization of the loan portfolio was 50%, and liabilities - 57%, which increases currency risks and
vulnerability of the banking sector to fluctuations in the national currency exchange rate. This creates
the need to create a hedge fund under the Ministry of Finance to convert foreign currency loans into
national currency and attract long-term resources in soums. Secondly, low financial accessibility limits
the coverage of banking services, especially in rural areas. This is due to the banks' focus on the
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corporate sector, the weak development of non-bank financial institutions and the insufficient
implementation of innovative technologies. Thirdly, corporate governance problems, including
insufficient transparency and poor staff qualifications, reduce the efficiency of the banking system.
Finally, the shortage of long-term financial resources limits banks' ability to finance large investment
projects, which negatively affects economic growth.

In response to these problems, Uzbekistan is implementing the Strategy for Reforming the
Banking System for 2020–2025, approved by Presidential Decree No. UP-5992 dated May 12, 2020.
The strategy includes four priority areas: increasing the financial stability of banks, expanding the
range of financial services, privatizing state-owned banks, and digitalizing the banking sector. As part
of privatization, it is planned to reduce the state's share in the banking sector to 40% by 2025, which
will increase competition and attract foreign investment. For example, the transformation of the
National Bank for Foreign Economic Activity into a joint-stock company has already begun.
Digitalization is another key area of reform. In recent years, three digital banks (TBC Bank, Anor
Bank, Apelsin Bank) and 32 fintech companies have been created in Uzbekistan, contributing to the
expansion of remote banking services. In addition, the introduction of modern payment systems, such
as contactless payments and digital identification, increases the speed and security of transactions.
However, the reforms face challenges such as insufficient skills and high costs of introducing new
technologies, which require additional efforts from the state and the private sector.

The prospects for the development of the banking system of Uzbekistan are associated with the
further implementation of reforms and integration into international financial markets. Firstly,
increasing the financial stability of banks by increasing capitalization and reducing non-performing
loans (NPL) is a priority. According to the Central Bank, the capital buffer of banks is $1.5 billion,
which allows covering non-performing loans by 1.6 times. Secondly, the development of fintech
solutions and digitalization of banking services, including the automation of scoring systems and the
introduction of marketplaces, will open up new opportunities to improve the availability of financial
services. Thirdly, attracting long-term financial resources through the development of the long-term
debt market and the securitization of portfolios of homogeneous loans (for example, mortgages and
consumer loans) will allow banks to finance large projects. Finally, integration into international
financial markets, including cooperation with organizations such as the World Bank and the
International Monetary Fund, will help increase the competitiveness of the banking sector.
International experience, such as reforms in Poland and Vietnam, shows that successful privatisation
and digitalisation can significantly strengthen the banking system.

The effectiveness of the current reforms is confirmed by a number of positive trends. At the
end of 2023, the total capital of the banking system increased by 22%, reaching 97.08 trillion soums,
and the volume of deposits grew by 9%, amounting to 241.69 trillion soums. Deposits of individuals
increased by 36.79%, which indicates an increase in confidence in the banking system. The liquidity
ratio (LCR) reached 167%, which is 67% higher than the minimum regulatory requirements. However,
risks associated with a high level of problem loans, especially in the mortgage and concessional
lending segment, as well as a decrease in the solvency of the population remain. To minimize these
risks, further measures are needed to increase the transparency of transactions, strengthen corporate
governance and develop human resources.

International experiences in banking reform, such as Poland, Vietnam, and Singapore,
demonstrate the importance of a comprehensive approach. For example, Poland successfully
privatized banks in the 1990s, which attracted foreign investment and increased competition. Vietnam
focused on digitalization and the development of fintech companies, which increased financial
inclusion. Uzbekistan can adapt these approaches, focusing on digitalization and attracting long-term
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investment. However, local specifics, such as high dollarization and limited resources, need to be
taken into account to avoid dependence on external financing.

The banking system of Uzbekistan is undergoing active transformation aimed at transition to
market principles and increasing competitiveness. Key issues such as dollarization, low financial
inclusion and weak corporate governance require a comprehensive approach including privatization,
digitalization and human resource development. Development prospects are associated with
strengthening financial stability, expanding the range of services and integrating into international
markets. Successful implementation of the Reform Strategy for 2020–2025 will allow the banking
system to become an important driver of economic growth. This article provides an analytical review
of the current state and development paths of the banking sector, being valuable for specialists and
researchers interested in the economic development of Uzbekistan.
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