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Introduction. The banking system is an integral part of the economy of the Republic of
Uzbekistan. The development of this system is directly related to the economic performance of the
country. On the one hand, the level of development of the state from an economic, technical and
social point of view determines the level of development of the banking system, on the other hand,
a highly developed banking system determines the financial well-being of the Republic of
Uzbekistan.

The President of the Republic of Uzbekistan Sh.M. Mirziyoyev noted: “We will gradually
reduce the share of state-owned banks due to the inflow of private and foreign capital into the
banking system. This, in turn, will help to improve the competitive environment in the field, the
activities of banks, the quality and culture of lending.

The main event in the development of the sphere was the adoption of the Strategy for
Reforming the Banking System of the Republic of Uzbekistan for 2020-2025 and the Roadmap for
its implementation. The document is based on the conclusions and recommendations of the World
Bank based on the results of studying the current state of the banking system of Uzbekistan and is
aimed at further improving its efficiency, ensuring financial stability, as well as reducing the state
share in the banking sector, which significantly slows down the transformation.

In the course of the consistent reform of the financial sector, a number of measures have been
implemented, as a result of which the necessary legal conditions have been created for conducting a
progressive banking business and strengthening the competitive environment in the sector.

The level of development of the banking system can be assessed indirectly depending on the
authorized capital and its dynamic value. However, for a more detailed analysis, it is necessary to
carefully consider individual components, including the bank's activities in various areas. Only such
an approach will make it possible to determine the competitiveness of the bank and develop
appropriate recommendations to improve its efficiency.

One of the most important indicators of the bank's activity is the annual profit. This indicator is
directly related to banking products, in particular services provided to individuals, so it is important
to constantly update the offer and expand the range, taking into account the needs of different
segments of the population. Timely analysis of banking products will help prevent unwanted losses
associated with the financing of unprofitable projects that have lost their relevance against the
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background of the consistent development of new technologies. The developed development
strategies and recommendations, in turn, will serve to increase the bank's authorized capital and
increase its competitiveness in the domestic and world markets. Thus, based on the foregoing, we can
conclude that the topic of this master's thesis: "Managing the competitiveness of a banking product™
is relevant.

The theme of the work determines the object and subject of research. The object of study within
the framework of this MD is JSCB “Microcreditbank”.

However, the sustainable development of the banking system is impossible without an
efficiently functioning market for banking products. This is due to the fact that the provision of
products and services by banking organizations serves as the functional basis for the activities of
banks.3 The banking system loses its stability if it is not able to fully perform its functions and
effectively provide banking products to customers.

Methods. The study used deductive and inductive methods, methods of scientific observation,
comparison, analysis and synthesis, statistical grouping, sample observation, social surveys,
comparisons and other methods.

Result. According to preliminary data, in 2020, the volume of gross domestic product
(hereinafter referred to as GDP) of the Republic of Uzbekistan at current prices amounted to 580
trillion. 203.2 billion soums and increased by 1.6% compared to 2019. The GDP deflator index
compared to 2019 prices amounted to 111.9 percent.

The volume of GDP per capita in 2020 amounted to 16.9 billion soums at current prices (or the
equivalent of 1,685.5 thousand US dollars) and decreased by 0.3 percent compared to the same period
in 2019.

At the end of 2020, the volume of production of goods in the structure of GDP amounted to
341 trillion. 467.5 billion soums, in the provision of services, gross value added amounted to 194
trillion soums. 363.5 soums, and net taxes on products amounted to 44 trillion 372.2 billion soums.

The volume of gross value added created in all sectors of the economy amounted to 92.4% of
the total GDP and increased by 1.7% (the impact on absolute GDP growth was 1.5%). The share of
net taxes on products in the structure of GDP amounted to 7.6% and increased by 1.4%.

In 2020, there was a decrease in investment activity, the growth rate of assimilated
investments in fixed assets amounted to 91.8 percent compared to the corresponding period last year.

Table 1.
Dynamics of gross value added of the industrial sector in 2020
billion soums Growth
pattern, in

percent
GDP 580 203 101,6
Gross value added of industries 535 831 101,7
Agricultural, forestry and fishing 151 251 103,0
Industry 152 728 100,7
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Mining and ore development and development of open deposits 23140 78,1
processing industry 116 839 107,1
Other industries 12 749 110,5
Electricity, gas, steam and air conditioning 11769 112,5
Water supply, sewerage system, waste collection 980 92,1
Construction 37 489 109,2
Services 194 364 100,1
Trade Services, Catering Services and Catering Services 37 194 100,1
Transportation and storage, information and communications 38 531 97,8
Other service industries 118 638 101,0
Net taxes on products 44 372 101,4

In 2020, investments in fixed assets were mastered in the amount of 202.0 trillion. soums, of
which 65.4 percent or 132.0 trillion. soums were financed from borrowed funds, and 34.6 percent or
70.0 trillion. Soums are financed at the expense of own funds of the enterprise, organization and
population.

In the total volume of investments, the share of investments in fixed assets financed from
centralized sources of financing decreased by 8 percent compared to the previous year, amounting to
19.5%, or 39 trillion. 310.2 billion soums.

Table 2.
Investments in fixed capital in the Republic of Uzbekistan in 2020
Investment structure billion soums
Centralized investments 39 310
Total disbursed investments in fixed assets 202 000
Decentralized investments 162 670
Foreign loans guaranteed by the Republic of Uzbekistan 22 467
Foreign investments and loans disbursed into fixed assets 86 647
Direct foreign investments and loans 64 180

Accordingly, 162 trillion rubles will be assimilated from decentralized sources of financing.
289.9 billion soums or 80.5 percent of total investments, compared to the corresponding period last
year, this figure increased by 8 percent.

In the structure of enterprises and organizations operating in the service sector, enterprises
and organizations engaged in trading activities occupied a high position, that is, 42.7 percent. The
share of enterprises and organizations providing housing and catering services amounted to 9.7
percent. In the structure of enterprises and organizations operating in the service sector, the share of
enterprises and organizations engaged in transport and storage activities reached 5.6 percent. The
share of enterprises and organizations engaged in information and communication activities in the
structure of enterprises and organizations operating in the service sector amounted to 3.1 percent. The
share of enterprises and organizations operating in the field of healthcare, as well as social services,
amounted to 3 percent.
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Trade - 42.7

Other types of services - 35.9

Housing and catering -9.7

Transportation and storage - 5.6

Information and Communications-3.1

Healthcare-3.0.

The final result of the reforms carried out in the country's foreign economic activity, in
particular, in the foreign trade sphere, has a direct impact on the standard of living of the population.
The reforms being carried out in our country contribute to the accelerated growth of trade relations
with foreign countries. In particular, the decisions taken to increase the country's export potential
allow domestic companies to gain more experience in foreign markets. They will eventually gain a
competitive advantage in world trade. At the end of 2020, the foreign trade turnover of the Republic
(hereinafter referred to as the WTQO) amounted to 36,299.3 million US dollars compared to the
corresponding period in 2019, it decreased by 5,451.7 million US dollars, or 13.1 percent.

Pic. - 1. Dynamics of the WTO'!

The volume of exports to the WTO amounted to 15,127.7 million US dollars (decreased by
13.4%), while the volume of imports amounted to 21,171.5 million US dollars (decreased by 12.8%).
During the reporting period, a passive foreign trade balance was registered in the amount of 6,043.8
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Table 3.
Key performance indicators of commercial banks of the Republic of Uzbekistan
billion soums
Of them:
The name of Total Banks vr\]nth a state Bantki WI;[]hOUt a Piz?lrtlil(;:xa Iiat;:y
indicator share state share g
i i currency
share, in share, in
Sum Sum
percent percent
Assets 366 121,1 | 3107295 84,9 55391,6 15,1 183 927,2

! Statistical data of the State Committee of the Republic of Uzbekistan on statistics
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Loans 276974,8 | 244 483,9 88,3 32 490,9 11,7 138 106,4
Deposits 114 746,9 | 82460,8 71,9 32 286,0 28,1 49 428,5
Capital 58351,3 | 48995,3 84 9 356,0 16,0 335,3

In this table. 3. presents the main performance indicators of banks with and without a state
share in the capital, including the dynamics of the volume of their assets, loans, deposits and capital,
as well as the equivalent of a part of these indicators in foreign currency.

2020 was marked by an increase in the assets of the banking sector, as well as an increase in
deposit services. Thus, the growth dynamics of the deposit base in banks showed higher rates
compared to the growth rates of other key indicators of the banking sector.

The total volume of deposits in commercial banks in 2020 increased by 26% compared to the
same period last year and amounted to 114.7 trillion soums.

Total capital of the local banking system at the end of 2020

increased by 14% and amounted to 58.4 trillion. sum.

Analyses. Joint-Stock Commercial Bank “Microcreditbank™ focuses its activities on creating
new jobs through the development of small businesses and private entrepreneurship, enhancing self-
employment, family business and home work. financial services.The bank is actively involved in
lending to the real sector of the country's economy, regularly increasing the volume of the loan
portfolio.The bank's loan portfolio in the reporting year amounted to 8,539.8 billion soums, an
increase of 78.9% compared to 2019. Its share in the total assets amounted to 83%.

In the structure of the loan portfolio, the volume of long-term loans increased by 75.0% to
7,870.9 billion soums, which amounted to 92.2 percent of the total volume of loan investments. Over
the past period of 2020, loans were allocated in the amount of 5,521.4 billion soums, of which the
share of short-term loan investments was 19.5 percent.

As a result of the implementation of these measures, the weight of short-term credit
investments in the loan portfolio reached 7.8 percent.

0 20 40 60 80 100

Pic 2. Structure of the loan portfolio by industry

In the sectoral analysis of the loan portfolio, the largest share fell on the industrial sector of
the real sector of the economy and amounted to 26.2 percent. In addition, agriculture accounted for
25.4 percent, services - 17.3 percent, trade and public catering - 8.9 percent, transport and
communications - 6.3 percent, construction - 4.4 percent and other industries - 11, 5 percent.
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Financial support for small businesses and private entrepreneurship is by far the dominant
area of banking. Due to all sources of financing, small businesses in 2020 were allocated loans in the
amount of 3,789 billion soums to 52,521 customers, and more than 59,000 jobs were created. At the
same time, microfinance services were provided to 50,988 clients in the amount of 1,456 billion

soums.
3
56,0
93,6 _ 58,0 ’ '

2018 2019 2020

= loans to small businesses microfinance services

Pic 3. Loans provided by small businesses and microfinance services provided (billion
soums)

In order to introduce new types of digital and remote banking services, a system for issuing
loans "Overdraft”, "Online microloan" for the population and "Biznes Online" for business entities
has been introduced, allowing the population to receive loans based on scoring analysis through the
applications "Mobile banking" and "Internet banking” to replenish working capital without any
documents. During 2020, loans in the amount of USD 12.9 billion were allocated to 387 business
entities under this loan product.

In order to develop rabbit breeding in our country, over the past period, 3,091 clients were
allocated loans in the amount of 240 billion soums, of which 371 legal entities - 188.2 billion soums,
2,720 individuals for the development of domestic rabbit breeding - 51.8 billion soums . Of these,
during 2020, 1,710 legal entities and individuals were allocated loans in the amount of 167.3 billion
soums.

In order to breed purebred rabbits and develop rabbit breeding in the republic, the hicole breed
was brought from the Russian Federation. 17 thousand 200 heads of rabbits were delivered to the
rabbit breeding farms of the regions. At the end of the year, the number of rabbits raised by the
population and rabbit farms exceeded 1.5 million heads.

In accordance with the instructions of the President of the Republic of Uzbekistan on
organizing the activities of the Scientific and Genetic Center for Rabbit Breeding in the Tashkent
region, the Ministry of Innovative Development, the State Committee of the Republic of Uzbekistan
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for Veterinary Medicine and Livestock Development and the joint-stock commercial bank
“Microcreditbank” established the “Center rabbit breeding and genetics”.

In 2020, 2,550 jobs were created through the financing of projects in the field of rabbit
breeding, of which 1,437 representatives of households who expressed a desire to engage in rabbit
breeding were provided with employment.

2018 2019 2020

loans for women entrepreneurs family business loans

Pic 4. Loans allocated to women entrepreneurs and family businesses (billion soums)

JSCB "Microcreditbank™ organizes work on financial support of women's entrepreneurship
together with the Women's Committee of Uzbekistan, the Association of Business Women of
Uzbekistan "Tadbirkor".

About 45 percent of business entities using bank loans are women entrepreneurs. In order to
increase the efficiency of work in this direction, the bank, together with the Women's Committee of
Uzbekistan, is implementing the project "Microcredits to improve the well-being of the family."

In pursuance of the decree, in order to support women's entrepreneurship during 2020, loans
in the amount of 648.4 billion soums were allocated for the development of women's
entrepreneurship. A large share of loans was directed to the purposes of production, provision of
services and production of agricultural products.

During 2020, in the direction “Every family is an entrepreneur”, the Bank allocated loans to
42,051 clients in the amount of 1,109 billion soums.

Of these, in order to support youth entrepreneurship, 413.7 billion soums were allocated to
finance 18,829 youth projects. funds were directed and employment was provided for more than 19
thousand young people.

Also, in accordance with the Decree of the President of the Republic of Uzbekistan dated June
27, 2018 No. UP - 5466 “On the state program* Yoshlar - kelajagimiz ”, assistance was provided in
the implementation of business initiatives, start-ups, ideas and youth projects.

In particular, in pursuance of the Decree “On the state program “Yoshlar — kelajagimiz”, a
total of 121.9 billion soums were allocated for 461 youth projects and 1,197 young entrepreneurs
were employed.
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Discussion. The joint-stock commercial bank "Microcreditbank™ was established by the
Decree of the President of the Republic of Uzbekistan No. PF-3750 dated May 5, 2006 and the
Resolution of the Cabinet of Ministers No. 78 "On the establishment of a joint-stock commercial
bank". In order to organize the effective operation of the bank "Microcreditbank™ and strengthen its
financial technical base The Bank cooperates with international financial institutions and foreign
commercial banks.

The main shareholders of the bank: the Ministry of Finance of the Republic of Uzbekistan,
the Fund for Reconstruction and Development of the Republic of Uzbekistan, as well as enterprises
in the basic sectors of the economy.

The subject of banking activity is money, currency values and other financial instruments.
The maximum effective implementation of the functions of money is the subject of banking.

The Bank is a commercial organization whose main purpose is to make a profit, and it is
independent in making decisions regarding banking operations. The Bank is a universal bank and is
part of the unified banking system of the Republic of Uzbekistan.
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