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Abstract: The article presents.the essence of'the concept of a bank loan portfolio, the
problems of managing the Iq'én' portfolio of commercial banks, their composition, the
importance of diversifying the loan portfolio, proposals aimed at improving the
formation of a bank loan portfol,ib;and its managem‘,nt. An analysis is given of the views
of scientists regarding the coneept,of a loan portfolio and its management. The tasks
necessary for effective management of the loan portfolio are outlined and problems that
impede this process are identifieds s
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Introduction. The banking system is-experiencing difficulties with the development
of competition - there is a clear bias towards the public sector and restrictions on
competition in this regard. Only~the-privatization of banks and abandonment of the
practice of non-market competiti‘on can reverse the trend. At the moment, one of the
promising areas of activity of the bank is'Islamic banking.

Today, many CIS countriesrare puzzled by the development of\Islamic banking. This
Is due to a number of re&soﬁ?,\including both geopolitical and purely practical ones. In
the Central Asian region, Kaz%_@myhas long been the lead n this direction, but in the
last two years, Uzbekistan has also actively started talking-about the development of this
segment. The starting pointfor this-was the speech of Shavkat-Mirziyoyev at the end of
2020, who stated tHat the time had come to create a legal"framework for the introduction
of Islamic financial services. For this, the country will attract leading experts from the
Islamic Development Bank and other international financial organizations.

Methodology

When choosing a research methodology, it is very important that it is chosen
correctly, since research methodology always plays a key role in any research. An
incorrectly chosen research methodology can harm the entire work and slow down the
research process. When choosing a methodology, we are guided by three key aspects:
what is the most rational choice for our research, what methods we intend to use in
collecting data, and what practical questions we need to answer.
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The study used methods at the empirical and theoretical level, namely
methods of study and generalization, analysis and synthesis, and observation. Data were
collected from other published studies related to the research topic.

Literature review

In 1947, a Muslim scholar from India, Sayyid Manazir Ahsan Gilani, first used the
term "Islamic economics™ in his book in Urdu [1]. In this book, Gilani described an ideal
economic system consistent with Islam. However, the first Islamic financial institutions -
Islamic banks - were created only.more than fifteen years after the publication of Islamic
Economics. The term “Islamié,‘ecorromics” has become widespread in the scientific
literature only since the mid-1970s [2]. Unitil now, Muslim economic literature has not
been able to provide a generaﬂ?{ accepted and clear definition of the term “Islamic
economics”. According to the¢famous Saudi economist Muhammad Umar Chapra,
Islamic economics is a science that helps people achieve prosperity by allocating scarce
resources in accordance with Islamig doctrine, without violating individual freedoms or
creating lasting macroeconomi¢ or environmental imbalances [3].

Definitions of Islamic economics provided by other researchers are also vague.
Islamic economlcs is s described as'an economlc policy based on Koranot and sunnah (Saif
ad-din Taj ad-din) [4]."M:A:'Mannan défines Islamic economics as a social science that
analyzes the economic problems of people using Islamlc values as a key lens [5].
According to M.N. Sid-digi, Islamic economics was presented by Muslim thinkers as a
response to the economic problems-and-challenges facing'society in their time [6]. S.N.H.
Naqvi describes Islamic economips as a model of Muslim behaV|or in a typical Muslim
society [7]. -

Results v

Islamic banking is baﬁkr"g act|V|ty based on the prlnC|pIes of Shariah and finding
practical application through tWopment of Islamic ecopemics.

Islamic banking is activity in the financial market in accordance with Shariah norms
and Islamic ethics. In this approach;-money is.a medium of exchange and a measure of
value, rather than a“source of income for the bank. In addition, investments are possible
only in tangible assets that do not carry excessive risks and uncertainty, and instead of
earning money on interest from lending, Islamic banks independently buy assets and
transfer them to clients for use or ownership for a fee, which constitutes the bank’s
income. According to the Islamic Private Sector Development Corporation, as of 2021,
Islamic finance mechanisms were operating in more than 136 countries around the world,
and the total volume of the Islamic financial system was about $4 trillion. It is obvious
that since then these figures have only increased, given the increasingly growing role of
the Islamic world.

Shariah prohibits receiving a fixed interest or remuneration for a loan, regardless of
whether the payments were fixed or floating. Investments in businesses that provide
goods or services that are contrary to Islamic principles (such as_alcohol) are also
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prohibited. Although these prohibitions have historically been applied to
varying degrees in the late twentieth century, several banks have been founded to apply
the principles to private or semi-private commercial institutions in Muslim societies.

In Uzbekistan, Islamic finance is represented by the projects of the Islamic Bank for
the development of the private sector, which has also been successfully cooperating with
“Ipak Yuli Bank” for a long period. Financing is carried out in the form of providing
banks with financing lines to provide guarantees according to the principles of Murabaha.
This is one of the most common working”methods for conducting interest-free
transactions used by banks irfMuinm countries. Murabaha is an active client financing
operation and is suitable for a va‘riiety‘of purchases, from equipment to business buildings.
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Figure 1. Share pf-ié’lam'ic banks.in the total volume of financing and deposits as
0 N of09/01/2024.

The principle of its operation is simple: the client agrees on the terms of purchasing
the necessary goods and contacts the bank, which in turn buys the goods and resells them
to the client in installments with its markup. According to experts, in our country about
20% of the population does not use traditional banking services for religious reasons [8].
At the same time, a significant part of those entrepreneurs who are clients of traditional
banks operating in the country would not mind switching to Islamic banking if it were
sufficiently developed. Experts from the Islamic Development Bank previously noted
that Islamic banking in Uzbekistan can attract up to 10 billion dollars of funds from the
population and businesses annually if the necessary legislative framework is created for
this. Islamic financial institutions can help overcome the huge financing deficit for both
the population and small and medium businesses. There is a huge ynmet demand for
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Islamic mortgages, auto financing, and consumer goods financing. Thanks to
the introduction of Islamic finance, people who currently do not use traditional banking
services because of their religious views will be attracted to the financial and banking
sector. This, in turn, will lead to an influx of new investments, growth of turnover and
diversification of capital flows in banks. In addition, the introduction of Islamic banking
in domestic banks will not only lead to the attraction of additional financing from foreign
Islamic institutions, but will also create the possibility of using new international
financial instruments in banking practice..

There are already examp,lészin the world of successful synthesis of two financial
systems — traditional and Islami¢; Thus, Istamic banking is now rapidly developing in the
UK and Germany. Russia has r,éc;ently taken this path. A two-year experiment on the
development of Islamic banking«will begin on September 1, 2023 in Dagestan, Chechnya,
Bashkortostan and Tatarstan. ‘> the Central Asian region, Kazakhstan has long been the
leader in this direction, but;in the<ast two years, Uzbekistan has also actively started
talking about the development of this segment, In our banking sector, banks have already
begun to provide Islamlc banking services, in particular, an “Islamic window” has been
created at Trustbank JSCB, Hamkor B;:mk Ipak’ Yuli provide financial leasing and
Islamic financing Murabaha Serviees, a$ well as various leasing companies specializing
in Islamic financial leasing. Y

Today it is obvious that Islamic finance can play an |mportant role in the development
of the national financial sector of-the-cotintry, the emergence of new promising areas and
alternative instruments for the~deye|opment of the securities market, and the increase in
the investment attractiveness of the state. Therefore -the financial authorities of
Uzbekistan need to intensify their work on preparing the necessary legislative norms for
the implementation of th|§|n§ﬂument

Discussion /\‘j{

The issue of developing Islamic finance in Uzbekistan was raised at the president’s
meeting with entrepreneirs’ last August. A special interdepartmental working group is
currently preparing the'necessary legislative framework™"

The starting point in this direction was the message of President Shavkat Mirziyoyev
to the Oliy Majlis in 2020, where he outlined the need to create a legal framework for the
introduction of Islamic finance in the country. In this regard, a working group has been
created, headed by the Ministry of Investment and Foreign Trade, which also includes the
Central Bank, the Ministry of Finance, and the State Tax Committee. In order to develop
regulatory documents based on international experience, a tender was held using grant
resources from the Islamic Development Bank. As a result, a contract was concluded
with the international company Islamic Finance Advisory and Assurance Services. By the
end of the year, it is planned to begin consideration of the bill on the introduction of
Islamic financial services.
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Amendments are also planned to be made to the law “On non-bank credit
organizations and microfinance activities”, adopted in 2022. In addition, the regulator has
prepared regulations on the provision of Islamic financial services. The document has
already been sent to the Ministry of Justice for state registration, after which it is planned
to begin work in this area. Within the framework of current laws, 12 banks raised funds
from the Islamic Corporation for the Development of the Private Sector for the
development of trade finance (murabaha). Two banks provide Islamic leasing services,
and one provides retail installment,plans based on the Murabaha principle.

In our opinion, the foIIOV\ifng factors hinder the introduction of Islamic finance in
Uzbekistan: N/ S

1. the lack of deposit protec’h}n in Islamlc banking hinders the attraction of loans,
since today the Deposit Guarantee Fund only covers'traditional banking;

2. lack of the necessary infrastructure of commercial banks in terms of conducting
mutual settlements and applying theyprinciples of Islamic accounting. Since in terms of
Islamic finance it is necessary to introduce accounting separately from traditional
banking; - ' -

3. 2. lack of a: Iegal basis for the mtroduct-lon of Islamic finance in the country;

4. lack of qualified personnel WhO will have the necessary knowledge to serve clients
in this area. Y ‘

Today it is obvious that Islamic finance can play an important role in the development
of the country’s national financialsector;, the emergence of new promising directions and
alternative instruments for the*dqvelopment of the securities market, and increasing the
investment attractiveness of the state. Therefore, the finaneial authorities of Uzbekistan

need to intensify work~"0ony preparing the " necessary Ieglslatlve norms for the
implementation of this |ﬁstr“7nent Active integration into Islamlc financial structures
will serve as a good opportunl)(_t\o"d;rVérsw the flow of foreign investment, and will also
provide new tools for interaction between Islamic states, which will not depend on the
key financial structures<0f the Western world - the International Monetary Fund and the
World Bank, which®eften do hatalways put forward theitown requirements acceptable to
countries before disbursing funds.
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