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SHORT TERM BANKING SECTOR DEVELOPMENT ANALYSIS OF THE REPUBLIC OF UZBEKISTAN

Being one of rapidly developing countries amongst transition economies, Uzbekistan has been performing the best practices in financial sector development based on long term development strategy through appropriate sequencing of liberalization and institutional preconditions. After national independence the Republic of Uzbekistan accelerated the economic growth despite the difficulties in transition to market economy and reforms in ownership structure in the early years. Series of prudent reforms and modernization measures covered all sectors of economy and, as a result, led to improvement in socio-economic condition and economic profile of the country.  State support for business and banking sector played an important role in enhancing the economic condition. Banking sector development measures were a key to withstand the effects of global financial crisis. 
The financial system of is divided into two categories – financial institutions and financial markets. Being a driving force of the national financial system financial institutions, especially banks, have a central role in the financial sector of Uzbekistan. Financial institutions development has direct influence on the economic performance of businesses and individuals because of its wider coverage and inclusion in case of Uzbekistan.  In order to differentiate the annual conditions and determine the negative and positive changes we selected the latest two financial years and illustrated the results in table 1. We analyze development in terms of annual growth in absolute and relative numbers. 
Banks hold the most important position in national financial system due to delivery of main financial services for all categories economic agents. As experts of World Bank recommended national banking system should be measured in following four broad criteria: financial depth and financial inclusion, efficiency and stability [1, p37]. Financial depth characterizes financial system by measuring the size of banking system relative to the size of the economy. Total bank assets to GDP, deposits to GDP and provided total credit to GDP are main indicators of this criterion[1, p39]. As for the depth of banks in Uzbekistan, all indicators increased by significant percentile or number (0, 22, 2 and 3,1 per cent respectively) [2, p7]. Access to financial services implies the absence of obstacles to the use of these services. Measures of banking services’ inclusion are strongly associated with economic development and it accelerates economic growth, stimulates competition, and boosts the demand for labor. This article contains both variables that measure the use of financial services by reflecting both supply and demand as well as variables that focus more closely on the supply of financial services. These measures include total number of commercial banks (no change) number of branches and outlets (increased by 8) accounts per thousand adults in commercial banks (0,001), branches of commercial banks per 100 000 adults (no change).
To perform its functions well, banking system should be efficient. The degree of stability is also an important feature of the banking sector. Stability of banking system is probably the most important for broader macroeconomic stability by specifically measuring systemic risks [3, p59]. Moreover, it is closely interlinked with the broader process of financial development. Capital adequacy ratio, asset quality ratio and liquidity ratio can be the main indicators of stability. Regulating and setting the requirements for performance of banking systems around the world are conducted by Basel Committee on Banking Supervision. According to Basel regulations capital adequacy and liquidity ratios must be at least 8 and 30 per cent correspondently. In Uzbekistan these indicators are 3 and 2,2 times (24,3 and 65,0 per cent) higher than required rate [2, p11]. It is clear that banking system stability of Uzbekistan is several times higher than world average in post crisis recovery period.

	Sub-sector
	Indicator
	2012
	2013
	Change

	Banking
	Total number of commercial banks
	29
	28
	-1

	
	Number of branches and outlets of commercial banks
	829
	837
	8

	
	Branches of commercial banks per 100 000 adults
	49,7
	49,7
	0

	
	Banking accounts per capita in commercial banks
	1,027
	1,028
	0,001

	
	Total deposits in commercial banks
	18200
	26100
	43,4%

	
	Bank deposits/GDP (%)
	18,8
	21,9
	3,1

	
	Total bank assets billion (UZS)
	35744
	43868
	22,2 %

	
	Total bank assets/GDP (%)
	37
	37
	0

	
	Total credits of commercial banks
	20392
	26530
	30,1%

	
	Total credits of commercial banks/GDP (%)
	21,1
	22,3
	2,2

	
	Capital adequacy ratio
	24,3
	24,3
	0

	
	Liquidity ratio
	65,5
	65,0
	-0,5

	Source: Authors’ calculations based on official releases of the Central Bank of the Republic of Uzbekistan



In the long term process of economic transition banking system reforms are extremely difficult and risky because banking sector regulates and distributes the wealth of nation and government [4, p9]. Analysis of two-year-period changes shown that overall stance of banks stabilized further and tempo of development accelerated since only liquidity ratio decreased slightly with insignificant influence and other three indicators remained unchanged. Drawn conclusions reveal that banking institutions performed their functions in consistent with long term development strategy.
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