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ABSTRACT

The article presents views on the scientific and theoretical aspects of lending to individuals, as
well as the state of practice. In particular, it compares the approaches of economists and experts
to lending to individuals, as well as the current state of lending to individuals by commercial banks
and the problems associated with them. As a result of the analysis and research, some
recommendations were developed to increase and improve the efficiency of lending to individuals.
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INTRODUCTION
Nessceciates loaning in world

It is known that commercial banks have a positive effect on the development of domestic
production, increasing the demand for consumer goods, strengthening the solvency of the
population and increasing aggregate demand through lending to individuals. At the same time, the
practice of expanding lending to individuals leads to negative processes in commercial banks, as
well as to an increase in credit risk in the country's banking system and a decrease in the quality of
banks' loan portfolios. In particular, the number of problem loans (NPL-Nonperforming Loan) is
growing in the loan portfolio of banks in many countries of the world. For example, San Marino,
Cyprus, Greece, Ukraine and Croatia are the "leading™ countries in the world in terms of the
volume of problem loans, whose NPL in 2015 was 22.8-45.8% [1]. This process requires research
to improve the quality of the bank’s loan portfolio and reduce the volume of problem loans not
only in domestic but also in international practice.

Despite a number of effective reforms in the banking system of Uzbekistan in recent years, there
are still pressing problems that need to be addressed. This issue is addressed in the Decree of the
President of the Republic of Uzbekistan "On additional measures to increase the popularity of
banking services™ in order to further strengthen the rights and legitimate interests of consumers of
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banking services, especially in the regions, and financial transparency, as well as a culture of
service and trust in the banking system. a number of problems and shortcomings were noted. In
particular, the excessive centralization of powers in making decisions on lending prevents a clear
delineation of responsibilities between parent banks and their branches, and complex mechanisms
for considering loan applications limit the possibility of quickly obtaining loans [2].

However, if we look at the problems with loans to individuals from the point of view of banks, the
main contradictions are non-payment of loans and interest on time, and in most cases, abuse of
loans.

Analysis of relevant literature to the topic

When you think about lending to individuals, it is basically a bank loan. Bank loans are the most
widely used types of loans and are characterized by the ease of obtaining, using, repaying and
maintaining this account. Because all relationships with a bank loan have a monetary form, that is,
monetary.

According to the Russian scientist OI Lavrushin, “credit is the basis of the modern economy, an
integral part of economic development. Credit is used by large enterprises and associations, small-
scale production, agriculture and trade structures, as well as private individuals [3].

Professor Sh.Z. Abdullaeva defines a loan as follows: A loan is a set of economic relations arising
from the borrowing and repayment of temporarily free funds by the owner of money or other
persons during a certain period of time subject to payment [4].

LuminitsaChernenko and MarilenaPieleanuLazarenko stated in their article that “the term for
granting loans to individuals, their issuance and guarantee is carried out on a contractual basis in
accordance with the lender's internal procedures approved by the responsible authorities” [5].

OrazioAttanasio, Britta Augsburg, Ralph De Haas, Emla Fitzsimons, Heike Harmgart, in their
research, “obtained evidence that lending to individuals is more likely to lead to family businesses
in rural areas. They also witnessed an increase in consumption among women in rural areas
without higher education who received loans from them”[6].

In her scientific work, Natalya Ivanovna Jirkina "defined the concept of lending to individuals, and
also explained the essence of personal, retail and consumer loans, which are its constituent parts"
[71.

Ternovskaya Elena Petrovna and Lavrishko Alexander Sergeevich in their article “To reduce the
risk of retail lending, which is the main type of lending to individuals, an effective business model
has been developed with the choice of a loan product (or directions for its modernization). stressed
the importance of formation. For this purpose, they proposed new criteria for the classification of
types of consumer loans for in-depth analysis of the product policy of commercial banks, selection
and justification of directions for modernizing credit products and the formation of monetary
policy to improve the product policy of banks [8].

In his study PhD. F.Kholmamatov argued that “to overcome the existing problems in the practice
of lending to individuals, it is necessary to develop a loan repayment schedule based on additional
income after deducting consumer expenses from their monthly income and lending according to
this schedule” [9].
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In addition to the above, the analysis of the credit burden of individuals was studied by many
foreign and domestic scientists, in particular, economists M. Drexman and M. Juselius from the
Bank for International Settlements in 2012 in 27 countries, including 19 developing countries. As a
result of the study, it was found that in these countries with a stable banking system, the debt
service ratio of the population on credit debt is formed within 5-20% of the total net income of the
population [10].

American economists Mannering, Dasgupta and others say that auto loans for most Americans are
second only to home loans. It is obvious that the dynamics of changes in loans to the population is
one of the areas that should always be studied and analyzed [11,12].

Taking into account the above, given the particular importance of lending to individuals in our
country, we have classified the following types of loans that commercial banks can provide to
individuals, depending on the object and purpose of use:

Consumer
credit

Mortgage
loans

Overdraft
credit

Types of loans to
individuals

Microcredit (for
business activities)

Figure 1. Types of loans to individuals
Analysis and results

Today the provision of services to individuals by commercial banks, lending for various purposes
is an important source of income for commercial banks. This paves the way for the expansion and
widespread adoption of banking services. In addition, the expansion of lending to individuals in
credit relations and an increase in the volume of loans to individuals are positive aspects of this
factor, which will ensure economic growth in the country. Taking this into account, the figure
below estimates the share of loans to individuals in the loan portfolio of commercial banks.
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Figure 2. The share of loans to individuals in the loan portfolioof CIS banks® (percent)

As a result of the study of 3 CIS countries, it can be concluded that the largest share of loans to
individuals in the loan portfolio was received from banks of the Republic of Kazakhstan and the
Russian Federation. The share of loans provided to individuals by their banks has been growing
over the years, reaching 48.1% in Kazakhstan at the end of 2019 and 32.1% in the Russian
Federation. The share of loans to individuals in the loan portfolio of Uzbek banks in 2016-2019
averaged 16.8%. This is almost 2 times less than in the countries that you are studying for sure.
Taking this into account, we consider it appropriate to pay special attention to increasing the
volume of lending to individuals in our country.

In general, you need to understand that lending to individuals by commercial banks, firstly, will
satisfy the population's demand for consumer goods and services and will have a positive effect on
strengthening their solvency, and secondly, it will allow banks to generate stable income and
minimize credit risks. Based on the analysis of indicators of foreign practice of lending to
individuals, we see the importance of this factor.

Lending to individuals is an important area in international banking practice, and below is
information on the ratio of loans to individuals by banks in Uzbekistan and some other countries to
GDP.
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Figure 3. The share of loans to individuals in the GDP of Uzbekistan and various countries of
the world? (as of 01.01.2019)

These data show that the share of loans to individuals in the country’s GDP in some countries
exceeds 40%. From this we can conclude that lending to the population serves to meet their
various needs and, most importantly, to increase sales of manufacturing and service organizations.

It should be noted that the main purpose of bank loans is to generate income, but at the same time,
these loans will increase the supply of consumer goods (construction, furniture, cars, etc.) and
services in the country, turning the needs of the population into demand. This, in turn, will create
additional jobs and reduce revenues to the state budget. In developing countries and countries with
economies in transition, this figure can be relatively low. The main reason for this is that the
condition and capabilities of the banking system in these countries are much more limited than in
the banking system of developed countries.

In the practice of Uzbekistan, this figure was 6.0%. Obviously, it is necessary to look for
opportunities to increase the share of loans provided by commercial banks to individuals in GDP.
The low loan portfolio of commercial banks and the low share of loans to individuals in GDP do
not have a strong impact on strengthening the solvency of the population, increasing overall
demand in the market for consumer goods and services.

The results of the analysis show that a number of problems remain in lending to individuals by
commercial banks, such as low long-term financial resources, untimely payment of principal and
interest payments, real income and their correct distribution. We believe that the implementation of
positive solutions to these problems will allow in the future to increase the volume and quality of
lending to individuals by commercial banks.

CONCLUSION AND RECOMMENDATIONS

Today, commercial bank loans provide for the acquisition of housing and other long-term property
of relatively high value by the population, financing of expenses related to education, as well as
the implementation of expenses in excess of current income, if necessary, family or personal
finances. the same is true for potential funding shortfalls. In this regard, bank loans provide the
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population with the opportunity to plan and implement their expenses for the medium and long
term and, thus, serve as one of the important sources of increasing the welfare of the population.

In general, according to the results of the analysis, it can be concluded that at present the share of
loans issued to individuals by commercial banks of the republic in GDP is lower than the
normative norms recommended in international practice, in general, is formed at a moderate level.
In addition, the share of loans provided by commercial banks to individuals in the loan portfolio is
significantly lower than in neighboring CIS countries. In fact, despite the fact that the population
of the neighboring Republic of Kazakhstan is smaller than ours, about 50% of loans are issued by
the population. High growth rates of loans to the population are mainly due to a significant
expansion of mortgage lending to improve the living conditions of the population within the
framework of state social programs and an increase in loans for financial support of
entrepreneurship.

It is advisable to improve the practice of lending by commercial banks of the country through an
accurate assessment of the state of lending to individuals, setting an upper limit for the credit
burden of the population and overcoming existing problems in practice.

We have developed the following recommendations for increasing the volume and quality of
lending to individuals by commercial banks:

- in connection with the steady increase in the volume of loans provided to the population as part
of the loan portfolio of banks, it should be increased to 20-25%, as well as 10-15% of GDP;

- simplification of the credit process for individuals and commercial banks in general, the
introduction of modern methods of lending to the population, i.e. the practice of registering remote
lending;

- Increasing the solvency of the population, it is necessary to achieve timely repayment of the
principal amount and interest payments on loans taken from banks.

In short, the solution of the above issues and the implementation of the recommendations will have
a positive effect on improving the standard of living and sustainable development of the national
economy, along with an increase in the volume and quality of lending to individuals by banks.
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