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At the current stage of the transformation of the economy of the Republic of Uzbekistan, special
attention is paid to the issues of effective organization and improvement of modern corporate
management practices in commercial banks. In particular, taking into account the globalization
processes taking place in the world in recent years, continuing macroeconomic policies are being
implemented aimed at achieving balanced economic growth rates by preventing their negative
impact on the country's economy, stimulating internal demand and investment activity in the Real
sector, creating financial resources necessary for entrepreneurial activity, and ensuring the
expansion of production volumes in all areas.

In such conditions, taking into account the risks that arise in commercial banks, as in all
organizations and enterprises, their effective management and the introduction of assessment
systems are considered a requirement of the period.

Because risks can harm the financial situation of any organization and lead to the complete
bankruptcy of the enterprise. Taking these cases into account, enterprises try to reduce its risk
level by managing risks during activities.

The presence of the above problems and the need to solve them, the president of the country
Sh.M.Mirziyoev touched on: "ensuring financial stability in the banking system by reducing
problematic loans in the structure of loans allocated to the economy."[1] stated.

Today, it is envisaged to improve the risk assessment system, in particular, to introduce a
mechanism for deep factor analysis of financial risk management, to form reserves, diversify the
investment portfolio, take measures aimed at preventing the occurrence of problem loans, to
introduce international standards for improving requirements for the formation of reserves for
probable losses based on models of expected losses.

Risk is considered one of the most basic elements of economic activity, a multidisciplinary
concept that has a broad meaning: therefore, in order to increase the efficiency of banking
activities, to ensure its financial stability, it is necessary to thoroughly study the existing risks in
the economy, their aspects of influencing banking.

Diverse opinions about the nature of risk, in many cases, are expressed in the fact that the brilliance
of this phenomenon in practice does not fully recognize it in the cones of existing economic
activity, is not sufficiently applied in Real economic practice and management activities. Beyond
it, Rick is a complex process consisting of the sum of Real states that are incompatible, sometimes
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opposite to the letter.

The term "risk" is derived from the Spanish - Portuguese word "rock under water", referring to
the deep Moss of risk. Therefore, balkim, the etymology of the word" risk "goes back to the Latin

word" ressum " — "risk at sea”," danger”. "Risk is such a thing that it should be avoided."” [6]

The perception of risk as uncertainty in economic activity can be used in the justification of the
project chosen for its implementation, (according to the"cost-benefit“criterion) if it is justified.
The main part of the profits that are currently being formed comes from effective risk
management. The relationship between Risk and profit served as the basis for the perception of
risk as an opportunity. Risk to profit leads to a desire to invest and aggressive behavior, the
purpose of which is to quickly achieve positive results. Within the framework of this concept, risk
is called only when there is a deviation between the actual and predicted result caused by many
unknown factors.

Classical school figures have made significant contributions to the study of Risk theory. A.Smith
had attempted to clarify the concept of reciprocal proportionality between risk and profit. A. Smith
argued that"in an area with high risk cases, the income by law will be small, which in turn will
increase even more the balance of methods to increase the expected income level." Accordingly,
achieving the usual level of profitability is always associated with a large or small amount of
risk.[9]

From local economist scholars, Sh.Z.Abdullaeva believes: risk and risk are something special,
that is, risk is the activity of the subject of the economy, and it is associated with choice.[10] this
activity is carried out based on the choice of the subject in risk conditions.

Prof. Sh.Abdullaeva makes another point in her research. In his view, "the interpretation as risk -
error, hesitation, uncertainty, abstraction and hokozas is not consistent with international practice,
and approaching that state, "risk™ is intended to be referred to as "bank risk", "credit risk™.[10]

Another local financier is T from scientists.Malikov, O.It is noteworthy that the olimjonov's views
on risk. While the term™ Risk "is being translated in some Uzbek-language sources to mean"
risk"," risk"," threat", and" risk™, none of them, according to the authors, have the original meaning
of the term" risk™. "The likelihood that losses will arise or that revenues will be received less than
the intended level is called risk."[11]

In addition to the above, we can say that risk is a distrust resulting from the activity being carried
out in the hall, which pursues a certain goal, sometimes consisting of losses in the result of
unsatisfactory termination. Risks are an indicator that can be measured in banking activities, and
they will always be equal to the loss the bank receives from the operas it performs, the income it
loses™ .[12]

In order to assess and reduce the impact of risks on the income of banks, it is important to classify
them according to their various signs. Systematization of risks in general on the basis of their signs
and criteria, combining their subgroups into general concepts, depends on the own motivation of
each subject conducting this activity.

In our opinion, Risk Management in banks is a complex type of activity associated with the
multifaceted nature and manifestation of various risks with many different and sometimes
contradictory Real foundations.

Currently, the main focus on risk management is on organizations involved in the financial spheres
of activity, since the problems of risk management and management are traditionally an integral
part of the daily activities of financial institutions.

In addition to the above, it is appropriate to cite the following words of the president of the
Republic of Uzbekistan Shavkat Mirziyoev. "In the last 4 years, serious steps have been taken to
introduce market mechanisms to all aspects of our economy. The ultimate task is to create the
foundation for long-term sustainable growth through deep structural reforms.[13]
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As a result of the work carried out, the resource base of the banking system of our country, the
amount of capital and their liquidity capabilities are also becoming more and more solid in recent
years.

However, it is worth noting that the increase in risks associated with non-repayment of loans due
to the reduction of cash flows of economic entities due to a decrease in economic activity under
the influence of coronacrisis, which occurred at the international level in 2020, caused an increase
in concerns about the financial stability of the banking system.

The resource base of banks is 66 trillion in 2023 compared to 2020. it grew by a sum of or 22%.
[14]

The share of loans in the bank's asset balance is trending from year to year. If the share of the loan
in the bank's assets was 76.1% as of 2019, its share as of January 1, 2024 was 70.2%. This means
that while the absolute amount of bank loans has increased, their relative downward trend
continues.

Of course, within the assets of commercial banks, all of the loans allocated to the real sector of
the economy occupy a significant place. In this case, 86.7% of the allocated loans are credited to
internal sources. This situation suggests that the role of the banking system in promoting economic
growth is increasing.

It should be noted that financial and credit specialists are inclined to determine the risk-through
the "risk of loss", since any financial transaction, carried out primarily for the purpose of profit,
can lead to the fact that this goal is not always achieved, and even worse-to losses.

So risk is the financial category. Therefore, the level and value of risk can also affect the
functioning of banks through a financial mechanism. Such an effect is carried out with the
technical assistance and special strategy of financial management of the bank.

Currently, comprehensive work is being carried out in Uzbekistan on reducing existing risks in
commercial banks. In particular, in the following years, institutional foundations of the risk
management system were created in commercial banks in the country. In this case, management
systems are being formed based on the value and risk methods of regulating the risks that arise in
the activities of commercial banks through market methods.

But even so, in the activities of every commercial bank in our country, it is advisable to develop
separate risk management standards that serve to ensure financial security and increase financial
stability.

Because, in all developed countries, their existing banks have a risk management system. They
protect banks through this system from crises, residents from depression, and enterprises that are
customers to them from negative results. Risk Management serves significantly in ensuring
financial security in banks as well as having a place in market conditions;

When developing a Risk management standard, it is necessary to use important elements of the
above international risk management standards, as well as to include it in the management system
of commercial banks, taking into account national characteristics and analyzing modern
development trends. This in turn makes it possible to solve most problems in “income-cost™ or
"income-risk™ pairs in commercial banks.

In addition, the most effective ways to reduce the risks that arise in banks include systematically
increasing the financial literacy of the population, economic entities and individuals considered
bank customers, various forms of compensation for losses caused by risks, diversification,
securitization, creation of mutual guarantees and insurance systems in the financial services
market.

This means that the level of Risk Reduction and rational management that arises in the banking
system allows you to timely meet the demand of the national economy for financial resources and
permanently protect its obligations to the population and creditors more broadly.
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