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Abstract 

The effective management of credit risk remains one of the most important factors influencing 

the stability, competitiveness, and sustainable development of banking systems. This study 

examines modern directions for improving credit risk management mechanisms in 

Uzbekistan’s banking system through the analysis of foreign experience and national practice. 

The research explores international approaches to credit risk management, including risk-based 

supervision, credit portfolio diversification, macroprudential regulation, and the development 

of credit information infrastructures. In addition, the current state of credit risk management 

practices in Uzbekistan is assessed, and existing institutional and regulatory challenges are 

identified. The study applies comparative, analytical, and benchmarking methods to evaluate 

the applicability of international experience to the national banking environment. Based on the 

findings, practical recommendations are proposed to strengthen supervisory effectiveness, 

improve credit risk assessment procedures, enhance credit information systems, and increase 

the resilience of commercial banks. The results indicate that the adaptation of advanced foreign 

practices to national conditions can contribute significantly to improving credit risk 

management mechanisms and supporting the long-term stability of Uzbekistan’s banking 

sector. 
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Introduction 

The transformation of banking systems in emerging economies has intensified the need for 

more effective credit risk management mechanisms. As financial intermediation expands and 

lending activities become increasingly diversified, banks face greater exposure to borrower 

default risk and market uncertainty. International practice demonstrates that sustainable 

banking development depends not only on capital adequacy and liquidity management but also 

on the ability of financial institutions to identify, assess, and mitigate credit risks in a timely 

manner [1]. Consequently, many developed countries have introduced risk-based supervisory 
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frameworks, advanced credit information systems, and portfolio diversification strategies to 

strengthen banking sector resilience and reduce systemic vulnerabilities. 

In Uzbekistan, the ongoing modernization of the financial sector and the gradual liberalization 

of banking activities have created both new opportunities and additional risk factors for 

commercial banks. The expansion of corporate and retail lending has increased the importance 

of improving credit risk management mechanisms in accordance with international best 

practices [2]. At the same time, the need to strengthen institutional infrastructure, enhance 

credit information exchange, and improve supervisory effectiveness remains highly relevant. 

Therefore, a comprehensive analysis of foreign experience and national practice is essential for 

identifying modern directions that can contribute to the development of a more stable, 

competitive, and risk-resilient banking system in Uzbekistan. 

 

Literature review on topic. Research on modern directions for improving credit risk 

management mechanisms has attracted considerable attention from banking scholars and 

financial researchers worldwide. 

American economist John C. Hull extensively examined risk management practices in financial 

institutions and emphasized that effective credit risk management requires an integrated 

approach combining risk measurement, portfolio diversification, and regulatory compliance 

[3]. According to the scholar, the stability of banking institutions largely depends on the ability 

to identify potential credit losses before they materialize. 

French economists Michel Crouhy, Dan Galai, and Robert Mark investigated enterprise risk 

management and banking risk control systems [4]. Their studies highlighted that modern credit 

risk management should be based on a comprehensive framework that integrates strategic 

planning, risk assessment, and supervisory mechanisms. In their view, diversification and 

continuous monitoring remain essential elements of sustainable banking operations. 

American researcher Philippe Jorion analyzed the role of risk management systems in 

enhancing financial stability and improving decision-making processes within banking 

institutions [5]. The scholar concluded that advanced risk measurement techniques enable 

banks to manage credit exposures more effectively and reduce the probability of systemic 

financial distress. 

British economist Anthony Saunders examined the relationship between credit portfolio quality 

and banking performance [6]. He argued that prudent credit risk management contributes 

significantly to maintaining financial soundness and reducing vulnerability to economic 

fluctuations. His research also emphasized the importance of risk-based supervision and credit 

portfolio diversification. 

German scholar Jochen Schanz focused on the impact of macroprudential regulation on 

banking sector resilience [7]. The researcher found that effective supervisory frameworks and 

early regulatory intervention can reduce excessive risk-taking and strengthen the overall 

stability of financial institutions. 

Uzbek economist O. Rashidov studied the development of the national banking system and 

emphasized the importance of strengthening institutional mechanisms of credit risk 

management in commercial banks [8]. According to the scholar, improving credit information 

infrastructure and supervisory practices is essential for enhancing financial stability. 
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Uzbek economist A. Vahobov analyzed financial sector reforms and banking modernization 

processes in Uzbekistan [9]. The scholar noted that the successful adaptation of international 

banking experience requires consideration of national economic conditions and the specific 

characteristics of domestic financial markets. 

Despite the substantial contribution of these scholars, the growing integration of global 

financial markets and the ongoing transformation of Uzbekistan’s banking sector indicate that 

further research is needed to identify effective mechanisms for adapting foreign credit risk 

management practices to national banking conditions. 

 

Research methodology. This study employs a comprehensive methodological approach based 

on comparative, analytical, and institutional research methods to examine modern directions 

for improving credit risk management mechanisms in Uzbekistan’s banking system. The 

research is grounded on the analysis of international banking practices, regulatory frameworks, 

and national banking sector reforms. Comparative analysis is used to evaluate foreign 

experience in credit risk management and identify its applicability to Uzbekistan’s banking 

environment, while benchmarking techniques are applied to assess differences between 

international standards and national practices. In addition, statistical and logical analysis 

methods are utilized to examine existing challenges in credit risk management and to formulate 

practical recommendations aimed at strengthening banking sector stability and enhancing the 

effectiveness of credit risk management mechanisms. 

 

Analysis and discussion of results. The effectiveness of credit risk management has become 

a critical determinant of banking sector stability in both developed and emerging economies. 

In response to increasing financial market complexity and recurring economic shocks, 

developed countries have implemented comprehensive credit risk management frameworks 

that combine regulatory supervision, portfolio diversification, stress testing, and advanced 

credit information systems. Although these mechanisms differ across countries, they share a 

common objective of reducing credit losses and enhancing the resilience of financial 

institutions. 

The United States banking system relies heavily on risk-based supervision and regular stress-

testing procedures conducted by the Federal Reserve. Through the Comprehensive Capital 

Analysis and Review (CCAR) framework, banks are required to assess the impact of adverse 

economic scenarios on their capital positions and credit portfolios. This approach enables 

financial institutions to identify vulnerabilities at an early stage and strengthen their capacity 

to withstand financial shocks [10]. In contrast, European Union countries focus on harmonized 

regulatory standards under the supervision of the European Central Bank (ECB) and the 

European Banking Authority (EBA). The implementation of Basel III requirements and 

prudential regulations has significantly improved credit portfolio quality and reduced systemic 

risk within the European banking sector [11]. 

Asian countries have also developed effective credit risk management models adapted to their 

economic environments. For example, Singapore’s banking system emphasizes strong 

regulatory oversight, comprehensive credit information sharing, and prudent lending standards. 

Similarly, South Korea has strengthened macroprudential regulation and borrower monitoring 
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mechanisms to prevent excessive credit growth and improve financial stability. These 

experiences demonstrate that successful credit risk management depends not only on internal 

banking practices but also on the effectiveness of national supervisory institutions and credit 

information infrastructures [12]. 

 

Table 1. Comparative Characteristics of Credit Risk Management Systems in Selected 

Countries 

Country/Region Supervisory Approach 
Key Risk 

Management Tool 
Main Advantage 

United States Risk-Based Supervision CCAR Stress Testing 
Early identification of 

credit vulnerabilities 

European Union Prudential Regulation Basel III Framework 
Enhanced banking sector 

stability 

Singapore Integrated Supervision 
Comprehensive Credit 

Information System 

High-quality borrower 

assessment 

South Korea 
Macroprudential 

Supervision 

Borrower Monitoring 

Mechanisms 

Prevention of excessive 

credit expansion 

Uzbekistan Regulatory Supervision 

Credit Registry and 

Prudential 

Requirements 

Strengthening banking 

sector resilience 

*Compiled by the author based on international banking regulatory practices. 

 

The comparative analysis indicates that developed banking systems place significant emphasis 

on proactive risk management, supervisory effectiveness, and information transparency. These 

experiences provide valuable lessons for Uzbekistan, particularly in relation to strengthening 

risk-based supervision, improving credit information systems, and enhancing the institutional 

framework of credit risk management. 

The banking sector of Uzbekistan has undergone significant structural reforms aimed at 

strengthening financial stability, improving banking supervision, and aligning national banking 

practices with international standards. These reforms have contributed to the gradual 

enhancement of credit risk management mechanisms within commercial banks. In particular, 

the Central Bank of Uzbekistan has introduced prudential requirements, strengthened 

supervisory procedures, and expanded the use of credit information systems to improve the 

quality of lending decisions and reduce systemic vulnerabilities [13]. As a result, commercial 

banks have become more focused on maintaining portfolio quality and improving risk 

assessment procedures. 

A key element of the national credit risk management framework is the operation of the Credit 

Information Analytical Center and the centralized Credit Registry maintained by the Central 

Bank. These institutions facilitate information exchange among financial institutions, improve 

borrower transparency, and reduce information asymmetry in lending operations [13]. 

Nevertheless, the banking sector continues to face challenges associated with credit 
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concentration, sectoral lending imbalances, and the relatively high share of state-owned banks 

in total banking assets. Such factors increase the importance of strengthening risk management 

mechanisms and enhancing supervisory effectiveness. 

 

Table 2. Assessment of Credit Risk Management Mechanisms in Uzbekistan’s Banking 

System 

Assessment 

Criteria 
Current Status Strengths Existing Limitations 

Regulatory 

Framework 

Developing in 

accordance with 

international standards 

Improved prudential 

regulation 

Partial implementation 

of advanced practices 

Banking Supervision Central Bank oversight 
Strengthened 

supervisory monitoring 

Limited use of risk-

based supervision 

Credit Information 

Infrastructure 

Credit Registry and 

Credit Bureau systems 

Increased borrower 

transparency 

Data quality and 

coverage challenges 

Credit Portfolio 

Structure 
Rapid credit growth 

Support for economic 

development 

High sectoral 

concentration risk 

Risk Assessment 

Procedures 

Traditional and 

regulatory-based 

approaches 

Standardized evaluation 

methods 

Limited use of 

advanced analytical 

techniques 

Institutional 

Capacity 

Continuous 

improvement 

Expanding regulatory 

experience 

Need for further 

capacity building 

*Compiled by the author based on data from the Central Bank of the Republic of Uzbekistan. 

 

The assessment indicates that Uzbekistan has established the fundamental institutional and 

regulatory mechanisms necessary for effective credit risk management. However, compared to 

developed banking systems, greater emphasis is still needed on risk-based supervision, 

portfolio diversification, and the strengthening of credit information infrastructure. 

Furthermore, the Financial Stability Review highlights the necessity of improving banking 

sector resilience and reducing concentration risks through more effective supervisory and risk 

management practices [14]. Addressing these challenges would contribute to improving the 

quality of lending activities, reducing credit concentration risks, and enhancing the long-term 

resilience of the national banking system. 

The effectiveness of credit risk management largely depends on the quality of supervisory 

frameworks, institutional coordination, and the availability of reliable credit information. 

Developed banking systems have established comprehensive risk management mechanisms 

that enable financial institutions to identify, monitor, and mitigate credit risks more effectively. 

In the United States, the application of risk-based supervision and regular stress testing allows 

banks to assess potential vulnerabilities under adverse economic scenarios. Similarly, the 

European Union has strengthened banking sector resilience through harmonized prudential 

regulations, centralized supervision, and comprehensive risk assessment procedures. Asian 



European Journal of Economics, Finance and Business Development 
ISSN (E): 2938-3633 
Volume 4, Issue 5 May - 2026 

29 

 

 

 

countries such as Singapore and South Korea have focused on improving credit information 

infrastructures and enhancing macroprudential regulation to maintain financial stability [15]. 

Compared with these international practices, Uzbekistan has made substantial progress in 

strengthening its banking sector through regulatory reforms, improved supervisory oversight, 

and the development of centralized credit information systems. The establishment of the Credit 

Registry and the gradual modernization of banking supervision have contributed to increasing 

transparency and improving lending practices. Nevertheless, certain challenges remain, 

including the concentration of credit portfolios in specific sectors, limited diversification of 

banking assets, and the need for wider implementation of risk-based supervisory approaches. 

Furthermore, the coordination between financial institutions and information-sharing 

mechanisms requires further improvement to enhance the overall effectiveness of credit risk 

management [16]. 

 

 
*Developed by the author based on international banking practices and national banking sector 

reforms. 

Figure 1. Comparative Analysis of Foreign Experience and National Practice in Credit 

Risk Management 

The comparative evaluation demonstrates that Uzbekistan possesses a solid foundation for the 

development of an effective credit risk management system. However, the experiences of 

developed banking systems indicate that further improvements in supervisory effectiveness, 

institutional integration, and portfolio management are necessary. Adapting selected 

international practices to national conditions would contribute to strengthening financial 

stability and improving the competitiveness of the banking sector in the long term. 
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The analysis of international banking practices and national experience indicates that the future 

effectiveness of credit risk management in Uzbekistan depends on the modernization of 

institutional, regulatory, and supervisory mechanisms. In the context of increasing financial 

integration and economic uncertainty, traditional approaches to credit risk management are no 

longer sufficient to ensure long-term banking sector stability. Therefore, the adoption of 

modern risk management practices that have proven effective in developed banking systems 

has become an important strategic priority. 

One of the key directions for improvement is the transition toward a more comprehensive risk-

based supervisory framework. Unlike traditional compliance-oriented supervision, risk-based 

supervision focuses on identifying potential vulnerabilities and assessing the risk profile of 

individual financial institutions. Such an approach enables supervisory authorities to allocate 

resources more efficiently and implement preventive measures before risks become systemic 

problems [17]. 

Another important direction involves strengthening credit information infrastructure through 

the expansion of credit registries, credit bureaus, and information-sharing mechanisms among 

financial institutions. High-quality credit information improves borrower assessment, reduces 

information asymmetry, and enhances the overall efficiency of lending activities. International 

experience demonstrates that effective credit information systems contribute significantly to 

reducing credit defaults and improving portfolio quality. 

Furthermore, the diversification of credit portfolios should be considered a strategic 

mechanism for reducing concentration risk. Excessive exposure to specific sectors or groups 

of borrowers may increase the vulnerability of banks to economic shocks. Therefore, 

commercial banks should develop policies aimed at balancing sectoral exposures and 

expanding lending opportunities across different segments of the economy. In addition, 

strengthening macroprudential regulation and improving institutional coordination among 

supervisory authorities can further enhance financial stability and reduce systemic risk. 

 
*Developed by the author based on international best practices and national banking sector 

reforms. 

Figure 2. Modern Directions for Improving Credit Risk Management Mechanisms 
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The findings suggest that the successful implementation of these measures would strengthen 

the resilience of Uzbekistan’s banking system, improve credit portfolio quality, and contribute 

to sustainable financial sector development. 

Based on the comparative analysis of international experience and national practice, a 

comprehensive framework for strengthening credit risk management mechanisms in 

Uzbekistan is proposed. The framework is designed to enhance the effectiveness of banking 

supervision, improve the quality of lending activities, and increase the resilience of financial 

institutions against potential economic shocks. The proposed model integrates regulatory, 

institutional, and operational components that have demonstrated effectiveness in developed 

banking systems while taking into account the specific characteristics of Uzbekistan’s financial 

sector. 

The proposed framework emphasizes the establishment of a stronger risk-based supervisory 

system supported by effective credit information infrastructure and enhanced institutional 

coordination. Particular attention should be given to improving cooperation among the Central 

Bank, commercial banks, credit bureaus, and other financial institutions to ensure timely 

information exchange and more accurate risk assessment. In addition, the framework promotes 

portfolio diversification and the wider application of macroprudential regulatory instruments 

to reduce concentration risks and strengthen financial stability. 

Furthermore, the successful implementation of the proposed framework requires continuous 

improvement of banking governance practices, expansion of risk management capacities, and 

adaptation of international standards to national conditions. By integrating these elements into 

a unified risk management structure, commercial banks can improve asset quality, reduce credit 

losses, and enhance their ability to withstand adverse economic conditions. Consequently, the 

proposed framework can serve as a practical roadmap for the long-term modernization of credit 

risk management mechanisms in Uzbekistan’s banking system. 

 
*Developed by the author based on international best practices and national banking sector 

reforms. 

Figure 4. Institutional Framework for Strengthening Credit Risk Management in 

Uzbekistan 
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Figure 3 demonstrates an institutional framework for strengthening credit risk management in 

Uzbekistan. The model highlights that sustainable banking stability is achieved through the 

interaction of four key pillars: risk-based supervision, credit information systems, portfolio 

diversification, and macroprudential regulation. These pillars are supported by effective 

cooperation among the Central Bank, commercial banks, and credit bureaus, forming the 

institutional foundation of the national credit risk management framework. 

The analysis demonstrates that developed banking systems have achieved significant progress 

in credit risk management through the implementation of risk-based supervision, 

comprehensive credit information infrastructures, portfolio diversification strategies, and 

macroprudential regulatory frameworks. Although Uzbekistan has undertaken substantial 

banking sector reforms and strengthened its institutional foundations, several challenges 

related to credit concentration, supervisory effectiveness, and information integration remain. 

The comparative evaluation indicates that the adaptation of advanced international practices to 

national conditions can enhance the quality of credit risk management, improve banking sector 

resilience, and strengthen financial stability. Therefore, further modernization of supervisory, 

institutional, and regulatory mechanisms should be considered a key priority for ensuring the 

sustainable development of Uzbekistan’s banking system. 

 

Conclusion and suggestions 

The study analyzed modern directions for improving credit risk management mechanisms in 

Uzbekistan’s banking system through a comparative assessment of foreign experience and 

national practice. The findings indicate that developed banking systems have achieved greater 

financial resilience through the implementation of risk-based supervision, advanced credit 

information infrastructures, portfolio diversification policies, and macroprudential regulatory 

frameworks. Although Uzbekistan has made significant progress in modernizing its banking 

sector and strengthening regulatory oversight, challenges related to credit concentration, 

institutional coordination, and supervisory effectiveness continue to affect the efficiency of 

credit risk management mechanisms. The research confirms that the adaptation of international 

best practices to national conditions can contribute to reducing credit-related vulnerabilities, 

improving asset quality, and strengthening the long-term stability of the banking system. 

Based on the research findings, several recommendations are proposed:  

First, Uzbekistan should accelerate the transition toward a comprehensive risk-based 

supervisory framework that focuses on the identification of potential vulnerabilities rather than 

solely on regulatory compliance. Such an approach would enable supervisory authorities to 

take preventive measures and improve the effectiveness of banking oversight.  

Second, greater attention should be given to the development of an integrated credit 

information infrastructure through the expansion of credit registries, credit bureaus, and 

information-sharing mechanisms. This would improve borrower transparency, reduce 

information asymmetry, and enhance the quality of lending decisions. 

Third, commercial banks should adopt more active portfolio diversification strategies aimed at 

reducing excessive concentration in specific sectors, regions, and borrower groups. A 

diversified credit portfolio would strengthen resilience against economic shocks and contribute 

to sustainable banking performance.  
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Fourth, institutional coordination among the Central Bank, commercial banks, credit bureaus, 

and other financial market participants should be enhanced to ensure the efficient exchange of 

information and the consistent implementation of risk management practices.  

Finally, macroprudential regulation should be further strengthened through the wider 

application of preventive regulatory instruments designed to mitigate systemic risks and 

maintain overall financial stability. The implementation of these measures would support the 

sustainable development of Uzbekistan’s banking sector and improve the effectiveness of 

credit risk management mechanisms in line with international standards. 
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