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PROSPECTS FOR REDUCING DEPENDENCE ON
BANK CREDIT THROUGH THE DEVELOPMENT
OF THE CAPITAL MARKET IN UZBEKISTAN

Ziyodullayev Dilshod Sherzodovich
Student at Tashkent State University of Economics
ORCID:0009-0007-1136-1417

Abstract. This article analyzes the bank-credit-dominated financing model in Uzbekistan and the scope for improving its
balance by deepening the capital market. The study relies on official data from the Central Bank, the National Agency
for Prospective Projects (NAPP), the National Statistics Committee, the IMF, the World Bank, and the ADB. Statistical,
comparative, empirical-descriptive, and SWOT analysis methods were applied. The results show that the banking sector
accounts for 94.6 percent of financial system assets, while state-owned commercial banks held 63 percent of bank assets
and 67 percent of loans at the end of 2025. At the same time, during 2023-2025, equity issuance rose from UZS 189.7
trillion to UZS 265.1 trillion, and corporate bond issuance rose from UZS 1.06 trillion to UZS 3.93 trillion. The article offers
proposals on lowering issuers’ costs of market access, developing credit rating and guarantee infrastructure, broadening
the institutional investor base, protecting investors, and aligning state bank reform with market mechanisms.

Keywords: capital market, bank credit, financial intermediation, corporate bonds, equities, institutional investors, state-
owned commercial banks, financing diversification.

Annotatsiya. Ushbu maqgolada O‘zbekistondagi bank kreditlari ustunlik giluvchi moliyalashtirish modeli va kapital bozorini
chuqurlashtirish orgali uning mutanosibligini oshirish imkoniyatlari tahlil gilinadi. Tadqgigot Markaziy bank, Istigbolli loyihalar
milliy agentligi (ILMA), Milliy statistika qo‘mitasi, Xalgaro valyuta jamg‘armasi (XVJ), Jahon banki va Osiyo taraqgiyot ban-
kining (OTB) rasmiy ma’lumotlariga tayanadi. Ishda statistik, giyosiy, empirik-tavsifiy va SWOT-tahlil usullari go‘llanilgan.
Natijalar shuni ko‘rsatadiki, moliya tizimi aktivlarining 94,6 foizi bank sektoriga to‘'g‘ri keladi, 2025-yil yakunlariga ko‘ra esa
davlat tijorat banklari bank aktivlarining 63 foizini va kreditlarning 67 foizini ushlab turgan. Shu bilan birga, 2023-2025-yil-
larda aksiyalar emissiyasi 189,7 trillion so‘'mdan 265,1 trillion so‘mga, korporativ obligatsiyalar emissiyasi esa 1,06 trillion
so‘mdan 3,93 trillion so‘mga oshdi. Magolada emitentlarning bozorga chigish xarajatlarini kamaytirish, kredit reytingi va
kafolat infratuzilmasini rivojlantirish, institutsional investorlar bazasini kengaytirish, investorlarni himoya qilish va davlat
banklari islohotini bozor mexanizmlariga moslashtirish bo'yicha takliflar berilgan.

Kalit so‘zlar: kapital bozori, bank krediti, moliyaviy vositachilik, korporativ obligatsiyalar, aksiyalar, institutsional investor-
lar, davlat tijorat banklari, moliyalashtirishni diversifikatsiya qilish.

AHHOTaumsA. B naHHol ctaTbe aHanuanpyeTcs MoAernb ouHaHCHPOBaHKS ¢ NpeobnagaHneM 6aHKOBCKOro KpeanToBaHus
B Y36ekucTaHe, a Takke BO3MOXHOCTM yny4lleHnss e€ 6anaHca 3a CYET yrnybneHust pbiHka kanutana. ViccnenoBaHue
onvpaeTcs Ha oduumanbHble AaHHble LleHTpanbHoro 6aHka, HauuoHambHOro areHTCTBa MEepCrneKTUBHLIX MPOEKTOB
(HAMM), HaunoHanbHoro komuteTa no cratncrtuke, MB®, BcemupHoro 6aHka n ABP. B pabote npumeHeHbl MeTofbl
CTATUCTUYECKOTO, CPaBHUTEMbLHOTO, aMMupuKo-onucatensHoro u1 SWOT-aHanu3a. PesynbTathl nokasbiBakoT, YTO Ha
GaHKoBCKMI cekTop npuxoautcs 94,6 % akTMBOB (hMHAHCOBOW CUCTEMbI, MPU 3TOM Ha KoHel, 2025 roa rocysapCTBEHHbIE
KoMMepuyeckme baHku yaepxuanu 63 % 6aHKOBCKUX akTMBOB U 67 % kpegutoB. B To xe Bpemsa 3a 2023-2025 rogbl
06BbEM BbiMycka akumi Bbipoc ¢ 189,7 TpnH cymoB Ao 265,1 TprH CyMOB, a BbiMyCk KOPNopaTuBHbIX obnuraumin — c 1,06
TPSH cymoB Ao 3,93 TprH cymoB. B cTatbe npeactaBneHbl Npeanox)eHns Nno CHUKEHUIO N30EPXKEK AMUTEHTOB NPY BbIXOAE
Ha PbIHOK, Pa3BUTUI WHMPACTPYKTYPbl KPEAUTHLIX PEWTUHIOB W rapaHTUI, paclUMpeHuto 6asbl MHCTUTYLIMOHANBHbIX
WHBECTOPOB, 3aLLMTe MHBECTOPOB W COrNacoBaHUio peopMbl FoCyAapCTBEHHbIX 6AHKOB C PbIHOYHLIMI MEXaHU3MaMU.

KntoueBble crioBa: pbIHOK KanuTana, ©aHKoBCKMIA KpeauT, (oMHAHCOBOE MOCPeHNYECTBO, KOpNopaTUBHbIE obnvrauun,
akKunn, MHCTUTyUMNOHallbHble MHBECTOPLI, rOCyAapCTBEHHbIE KOMMep4YeCKkne 0OaHKu, auBepcudukaums UHaHCMPOBaHNS.

INTRODUCTION

Commercial banks remain the main source of financing for enterprises and households in Uzbekistan’s
economy. Bank credit plays an important role in supporting investment activity; however, a high degree of reliance
on a single financing channel may lead to the concentration of funding costs, maturities, and risks. In a diversified
financial system, bank credit is complemented by equities, corporate bonds, government securities, investment
funds, insurance capital, leasing, factoring, and venture financing. In this sense, the purpose of the study is not to
reduce the importance of the banking sector but to create a sustainable financial balance by developing the capital

328 t.me/scupus_IST2100 https://ist-journal.uz
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market and non-bank instruments.

The relevance of the research is clearly reflected in official indicators. The IMF’s detailed assessment of
Uzbekistan'’s financial sector notes that, as of July 1, 2024, bank assets accounted for 94.6 percent of total financial
system assets. At the end of 2023, banking system assets were equal to 55 percent of GDP and loans to 40 percent
of GDP [1]. At the end of 2025, the nine state-owned commercial banks accounted for approximately 63 percent
of banking system assets, 67 percent of loans, and more than half of deposits [2]. These indicators highlight
opportunities to further develop long-term market-based financing mechanisms.

Positive shifts are being observed in the capital market. According to NAPP data, equity issuance increased
from UZS 189.7 trillion in 2023 to UZS 265.1 trillion in 2025, while corporate bond issuance grew from UZS 1.06
trillion to UZS 3.93 trillion. The total volume of trading on the stock exchange rose from UZS 2.9 trillion to UZS 17.6
trillion in 2023-2025, an increase of nearly sixfold [3]. When compared with the scale of the banking system, this
growth indicates further opportunities to expand the capital market’s contribution to financing the economy.

The aim of the study is to assess the current state of the capital market in Uzbekistan and its potential to
diversify financing sources alongside bank credit, identify areas for institutional development, and formulate
practical proposals. The objectives are as follows: to describe the bank-centered financing model; to comparatively
analyze indicators of the equity and bond markets; to assess, through SWOT analysis, the factors contributing to the
banking sector’s leading position and those influencing capital market development; and to formulate measurable
policy recommendations based on international experience.

LITERATURE REVIEW

The relationship between financial system structure and economic growth has long been a central topic in
the scholarly literature. Levine argues that financial intermediaries and markets influence economic growth by
processing information, allocating risk, mobilizing savings, and improving corporate governance [4]. Demirgiic-
Kunt and Maksimovic empirically show that firms’ access to external financing depends significantly on the
development of financial and legal institutions [5]. This approach requires viewing the capital market not merely as
a trading venue but as a mechanism that provides long-term funds for firms and a way for investors to diversify risk.

In the debate between bank-based and market-based systems, Allen and Gale emphasize that the structure
of financial institutions should be assessed together with a country’s legal environment, the quality of corporate
governance, and information infrastructure [6]. Thus, developing the capital market is not a simple substitution for
bank credit; it is an institutional process that requires transparency, reliable auditing, protection of investor rights,
clearing and settlement systems, and professional intermediaries.

The conclusions of international institutions on Uzbekistan confirm these theoretical views. The World
Bank-IMF FSAP report notes the significant role of banks and microfinance institutions in the financial sector
and identifies opportunities to enhance the accessibility and cost-effectiveness of corporate bond financing for
private companies. The report recommends assessing credit enhancement or guarantee mechanisms for corporate
bonds [7]. The ADB'’s financial markets program, for its part, is aimed at supporting reforms in regulation, market
infrastructure, and the demand and supply sides [8].

The IMF highlights opportunities to strengthen market-based mechanisms in the financial sector, gradually
improve the allocation of credit resources through market-oriented approaches, and enhance the corporate
governance and commercial orientation of state-owned banks [2; 9]. Therefore, in national research, it is important
to evaluate capital market development not only by issuance volume but also by firms’ cost of raising funds through
the market, secondary market liquidity, the investor base, and issuer transparency.

RESEARCH METHODOLOGY

The object of the study is the capital marketand banking system of Uzbekistan; its subject is the interrelationship
among bank credit, equities, corporate bonds, and the institutional mechanisms regulating them. The database
comprises the Central Bank’s banking statistics [11-12], NAPP capital market data, National Statistics Committee
publications on the services sector and GDP [13], and materials from the IMF, the World Bank, and the ADB.

Four methods were combined in the study. First, the statistical-descriptive method was used to describe the
dynamics of bank assets, loans, deposits, and equity and bond issuance. Second, comparative analysis was used
to compare the scale of the banking sector with the main indicators of the capital market. Third, in the empirical
analysis, the chain “bank dominance—capital market depth—firms’ access to financing” was interpreted on the
basis of official aggregate indicators. Fourth, SWOT analysis was used to identify the internal and external factors
of the system.

The econometric approach is expressed conceptually by the following model:

CM, = a + 3;BankCredit; + 3,GDP; + B3Rate; + B4Inst; + €.

https://ist-journal.uz t.me/scupus_IST2100




SOCIAL, ECONOMIC, SCIENTIFIC, AND TECHNICAL ACADEMIC JOURNAL 10/2026

Here, CM — capital market depth (for example, bond issuance/GDP or exchange trading/GDP), BankCredit —
the ratio of bank credit to GDP, GDP — economic activity, Rate — the interest rate, Inst — an indicator of institutional
quality. However, owing to the shortness of openly available and comparable annual series and methodological
breaks in the indicators, regression coefficients were not estimated in this article. Instead, an empirical-descriptive
and comparative analysis based on official data was carried out. This limitation requires that the article’s results be
interpreted not as a strict causal claim but as an evidence-based policy conclusion.

ANALYSIS AND RESULTS

Central Bank data show the large scale of the banking system. As of January 1, 2025, total assets of commercial
banks stood at UZS 769.3 trillion, loans at UZS 533.1 trillion, and deposits at UZS 308.7 trillion [10]. On July 1, 2025,
assets reached UZS 852.2 trillion, loans UZS 555.1 trillion, and deposits UZS 355.6 trillion [11]. As of October 1,
2025, assets were UZS 866.8 trillion, loans UZS 582.2 trillion, and deposits UZS 371.5 trillion [12]. The high loan-to-
deposit ratio heightens the need to diversify banks’ resource base, expand market financing, and channel long-term
savings into the capital market.

Table 1. Key indicators of commercial banks, 2025. Source: author’s calculations based on Central Bank data™.

Indicator Jan 1, 2025 Jul 1, 2025 Oct 1, 2025
Total bank assets, UZS ftrillion 769.3 852.2 866.8
Total loans, UZS trillion 533.1 555.1 582.2
Total deposits, UZS trillion 308.7 355.6 371.5
Loan-to-deposit ratio, % 172.7 156.1 156.7
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Figure 1. Dominance of the Banking Sector in Financial Intermediation?.

Table 1 and Figure 1 confirm the bank-centric nature of the financial system. The activity of banks is not a
problem in itself: banks remain the core institutions for payments, deposits, and lending. The problem arises
when alternative instruments are not sufficiently developed. Under such conditions, even large enterprises rely on
bank credit for long-term investment; this may intensify interest rate risk, refinancing risk, and constraints on the
allocation of credit resources.

Capital market indicators are showing growth momentum. In 2023-2025, equity issuance increased by about
39.7 percent. Corporate bond issuance increased more than 3.7 times over the same period. By July 1, 2026, bond
issuance was reported to have exceeded UZS 7 trillion [13]. However, the volume of bonds is still small compared
with the scale of bank credit. This is explained not only by demand but also by issuance costs, credit ratings,

1 Source: Compiled and calculated by the author based on data from the Central Bank of the Republic of Uzbekistan on the main
indicators of commercial banks as of January 1, July 1, and October 1, 2025 [10-12].
2 Source: Compiled by the author based on the International Monetary Fund’s Financial Sector Assessment Program and Article IV

Consultation reports on Uzbekistan [1, 2].
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transparency, secondary market liquidity, and an insufficiently developed institutional investor base.
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Figure 2. Volume of equity issuance. Source: compiled by the author based on NAPP data®.
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Figure 3. Volume of Corporate Bond Issuance*.

The economic substance of this growth is that, unlike bank credit, the capital market allows firms to distribute
risk among various investors and to match the financing maturity to the project’s cash flow. For example, for long-
cycle projects such as energy, transport, housing, renewable energy, or export-oriented enterprises, 5-10-year
bonds may be a more suitable instrument than short-term credit. The effective functioning of such instruments
depends on reliable financial statements, audit opinions, credit quality assessments, and sufficient liquidity
opportunities for investors.

Introducing a “credit enhancement” mechanism for corporate bonds. The World Bank notes that such a
mechanism can reduce an issuer’s cost of raising funds by investing in or guaranteeing bond issues. In Uzbekistan,
it would be appropriate to initially establish a partial guarantee fund or a credit guarantee pilot for export-oriented,
energy-efficient, and infrastructure projects. Indicators for assessing the outcome include the volume of bonds
issued with guarantees, the coupon spread relative to credit, and the average maturity of funds raised.

3 Source: Compiled by the author based on data from the National Agency for Prospective Projects of the Republic of Uzbekistan on
capital market development and securities issuance [3, 14].
4 Source: Compiled by the author based on data from the National Agency for Prospective Projects of the Republic of Uzbekistan on

capital market development and corporate bond issuance [3, 14].
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In addition, creating a simplified yet transparent “SME bond” segment for small and medium-sized issuers.
It should apply standardized issuance documents, a digital prospectus, simplified listing requirements, a small
nominal value, and a market-maker mechanism. This will provide an additional financing source alongside bank
credit, especially for fast-growing companies. Simplification should be accompanied by appropriate investor
protection measures, including financial reporting, risk disclosure, and independent monitoring.

Building demand from institutional investors. A reliable, liquid market for securities with various maturities
needs to be created for insurance companies, investment funds, and long-term savings institutions. Regularly
forming a government securities yield curve can serve as a benchmark for pricing corporate bonds. At the next
stage, green, social, sukuk, and infrastructure bonds should be supported.

Aligning state bank reform with capital market policy. Further clarification of the roles of preferential lending,
state programs, and market-based commercial credit would contribute to the balanced development of financial
markets. The corporate governance of state-owned banks can be further enhanced through independent directors,
risk management, and transparency standards. Taking into account the IMF’s recommendations, gradually
expanding market-based participation in the financial sector and strengthening the commercial orientation of
state-owned banks would support the complementary development of banking and capital market financing [14].

Protecting investors and increasing secondary market liquidity. For this purpose, further improvements in
issuers’ quarterly disclosure, related-party transaction regulations, independent auditing, electronic voting,
market-making institutions, and market integrity oversight are recommended. NAPP, the Central Bank, and the
stock exchange should jointly publish an open “Capital Market Dashboard” covering issuances, the number of
investors, secondary trading, spreads, and defaults.

CONCLUSION AND SUGGESTIONS

The study highlighted the leading position of the banking sector in Uzbekistan’s financial system: in mid-
2024, bank assets accounted for 94.6 percent of total financial system assets, and at the end of 2025, state-owned
commercial banks held 63 percent of bank assets and 67 percent of loans. Banks remain a necessary core institution
for the economy, while further capital market development would expand opportunities for enterprises to access
long-term financing and diversify financial risks.

Positive developments are observed in the capital market: in 2023-2025, equity issuance rose from UZS 189.7
trillion to UZS 265.1 trillion, corporate bond issuance increased from UZS 1.06 trillion to UZS 3.93 trillion, and
stock exchange trading expanded nearly sixfold. These developments indicate further opportunities to expand the
bond market relative to the scale of bank lending. Important areas for continued improvement include optimizing
issuance procedures and associated costs, developing credit rating and guarantee infrastructure, enhancing
secondary market liquidity, and broadening participation by institutional investors.

On this basis, five priority areas are recommended: creating a guarantee or credit enhancement pilot for
corporate bonds; establishing a standardized bond segment for small and medium-sized businesses; developing
the government securities yield curve and the institutional investor base; further improving the coordination of
state bank reforms with market-based financing instruments; and strengthening transparency, market-making,
and investor protection. These measures complement bank lending and, by improving the balance among bank
credit, equities, and bonds, can strengthen the long-term investment potential of Uzbekistan’s economy.
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