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MAIN DIRECTIONS OF BANK LOANS IN CREDIT MARKET

Financial analysis in credit market and commercial banks, which have been an important factor of economy and human life
and activity currently, study of financial-economic results of activity of a bank, determination of main directions of development of
the bank and main factors of financial business processes, determination of purpose-oriented special knowledge and growth rates,
etc.

Different economic sources, internet materials have been applied as a theoretical and methodological basis. As
systematization of loans in bank lending system is a theme of the research, methods such as analysis, induction and deduction have
been used.

Main scientific innovation that has been put forward':

In this field, one of the most important issues is, certainly, organization of organization system of information issues, which
have the most significant role in determining and implementation of successful demand and supply of bank loans in credit market
and main directions of bank loans in credit market.

Results of the research:

Finding perspective improvement ways of commercial banks

Development of crediit system, directly improved by banks, significantly positively effects progress of country economy

Information tools and technology play the most important role in improving credit market now.
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T'yceitn My6apiz EMUBA3JII

AsepbaiipKaHChKHI Iep)KaBHUI eKOHOMIYHUI YHIBEPCUTET

OCHOBHI HAITPSIMKH BAHKIBCBKOI'O KPEJAUTY HA KPEJJUTHOMY PUHKY

DiHaHCOBIY aHasli3 KPEAUTHOIO PUHKY Ta KOMEDLIVIHMX 6aHKIB, SKi € BaXITMBUM QPaKTOPOM EKOHOMIKM Ta XUTTS [ JiS/IbHOCTI
JHOAMHN B JaHmi 4ac, AOCITIKEHHS QIHaHCOBO-EKOHOMIYHUX PE3Y/IbTATIB AIS/IbHOCTI GaHKY, BU3HAYEHHS OCHOBHUX HArpsMiB
PO3BUTKY OaHKy Ta OCHOBHI QakTopy @iHaHCcoBux GI3HEC-MPOLECIB, BUHAYEHHS Li/TbOBUX CIIELIa/IbHUX 3HaHb | TEMITIB 3POCTaHHS
ToL4O.

B SIKOCTi TEOPETUKO-METOLO/IONYHOI OCHOBY BUKOPUCTAHO PI3HI EKOHOMIYHI [Kepesia, Matepiamn IHTepHeTty. OCKi/ibku
cUCTeMaTU3aLlis KpeAUTIB y CUCTEMI BaHKIBCLKOIO KPEANTYBAHHS € TEMOK AOUTKEHHS, Oysin BUKOPUCTAHI TaKi METOAM, K aHa/Ii3,
[HAYKUIS T8 AEAYKLIA.

OCcHOBHa HayKoBa iHHOBaLis, siKka byJ/1a BUCYHyTa.

Y Ui cgbepi 0aHMM [3 HAIBaXXIMBILLIMX TUTaHB €, 6E3YMOBHO, OpraHi3aLis CUCTEMY OpraHizalii IHGopmaLiviHmx nuTare, SKi
BIAIrparoTh HaViBaXJIMBILLY POJIb Y BU3HAYEHH] Ta peasti3alii’ yCriilHOro rnommTy 1a rporounLlii 6aHKIBCEKUX KDEAUTIB HA KPEAUTHOMY
DUHKY Ta OCHOBHUX HaMPSIMKIB 6aHKIBCLKOrO KPEAUTYBAHHS B KDEAUTHNN PUHOK.

Pe3yibTati AOCTIKEHHS:

- [ToLuyk NepCIeKTUBHUX LL/ISXIB BAOCKOHA/IEHHS KOMEDLIVIHUX GaHKIB

- Po3BUTOK KPEANTHOI cUCTEMM, 51K BE310CEPELHBO BAOCKOHA/IIOETECS BaHKaMM, CyTTEBO MO3NTUBHO BIVIMBAE Ha POIBUTOK
EKOHOMIKY KpaiHn

- HaviBaxx/msilLy posib y BAOCKOHA/IEHHI KPEAUTHOIO PUHKY 38pa3 BIAIrparoTh iHGOpMaLiviHi 3acobu Ta TEXHO/IONT,

KITt040Bi C/10Ba: KpeaNTHMI PUHOK, KOMEPLIIVIHI 6arHKu, KDEANT, BaHKIBCHKI KDEaUTH Ta iH.

Introduction

Bank loans, which have a paramount place in credit market, have a leading role in provision of economic
development of any country and its continuation. Transfer of a significant amount in Azerbaijan can be accepted as a
major economic development way as it is almost in each country.

Being the most important part of economic system now, development, organization, consumption, and
investment expenditures of agriculture, firms, and large and small entrepreneurship are implemented with enough
high figures. Banks support financing these expenditures by providing loans. That’s why bank loans are significant
part of economic mechanism. It should also been taken into consideration that having an efficient credit market has a
vital importance for development of country economy.

Essence of concept of bank loans
“Bank loan — is money lent in a certain amount with conditions of repayment, payment for a certain period
of time (with a right of extension of period) and with interests (commission rights, with or without of provision in
accordance with a signed agreement.
The concept of loan also contains any obligation, guarantee, insurance, and debt undertaken regarding
providing money supply with these conditions, purchase of assets with discount or interests and other rights related to
demanding repayment of amount provided in any form in accordance with the agreement.”

BicHuk XmenbHUUbKO20 HayioHanbHo20 yHisepcumemy 2023, Ne 6 23


https://doi.org/10.31891/2307-5740-2023-324-6-3
mailto:huseyneyvazli999@gmail.com

EKoHOMIYHI HayKu ISSN 2307-5740

The most important factors in activity of banks our application of numerous issues, perspective ways of
serving to development of bank from day-to-day, increasing activity of customer satisfaction, etc. Specially, taking
into consideration the role of commercial banks in bank credit system and credit market, importance of investigation,
analysis of perspective development methods here attracts more attention.

Central Bank of Azerbaijan and Ministry of Finance always control implementation of prudential normative
of collateral banks defined by state, accordance of these banks with laws, legal and financial normative of the Republic
of Azerbaijan. State bodies pay attention to the following requirements while allowing activity of collateral banks:

- A requirement on minimum amount of bank capital

- A requirement on bank controllers

- Requirements on limitation and regulation of property rights of bank founders.

It should also be taken into consideration that investigation of importance of role of banks and credit system,
developed by them, in improvement of state, its general economy is, in fact, one of the most important tasks ahead.
So analysis and discussion of theme of development perspectives of activity of banks in credit market, main directions
of bank loans in credit markets have become one of the significant tasks.

Role of information technology in banking and credit system

Provision of analysis of financial activity of bank from information point of view is a system of gathering
information from external and internal information sources necessary for financial analysis. Certainly, one of the most
significant factors is correctly gathering of information in credit markets in organized form and use of them in
expansion and development of perspective directions in credit system of banks. Increase of role of information system
in gathering the information may be based on activity of internal and external information system.

One of the important innovations, applied in namely this direction, is conduction of surveys in information
basis in electronic form.

“Central Bank of Azerbaijan continues active informing and awareness works of public, as well as leading
target groups through communication channels in the direction of increasing economic analysis opportunities and
forming economic expectations in accordance with its strategical communication mission. Only space this statistic
and analytic reports over use Valentine's results of research and surveys are presented to broad auditorium periodically.
On this basis, statistic and analytic reports, overviews, bulletins, results of research and surveys are presented to a
broad audience periodically.

In this regard, conduction of survey about lending activity of banking sector has been started by Central Bank
from the first quarter of 2022 (4).

Main purpose of the conducted survey is assessment of risks for financial stability, determination of warming
and shrinkage trends in credit market. The survey contains assessment of demand and supply factors on business,
consumption and mortgage lending, as well as, definition and evaluation of risks, faced by banks. Survey results are
a source of new information about activity in credit market and play a role of analysis and forecasting tool.

According to the results of the survey, softening lending policy of banks of the Q1 of the cured year and
increase of demand to all types of loans are observed. Continuation of these trends in the Q2 is also forecasted by the
banks.

Lending policy has been softened in comparison with consumption and mortgage loans. However softening
of business loans is mainly related to micro-entrepreneurship objects. Changes in lending policy of the sector are kept
in the focus of attention by the Central Bank and relevant prudential policy is determined.

External information system can contain information gathered about situation of the market, in which the
bank is acting, as well as rivals, customers, investors, and other market participants.

Following can be an example for main external information sources:

—  Media (newspaper, magazine, TV, radio);

—  Annual reports, published by banks every year;

—  Production statistical data;

—  Statistical data of consumption;

— Information obtained through a direct meeting with bank customers

—  Exchange of information with employees of other banks.

The role of external data in further systematization of bank loans, improvement of service to population and
main development direction of lending system in credit market is more.

Two main sources can be included in internal data gathering system:

— System of gathering current business data

— Operative information about financial situation of bank

Internal information sources include following:

— Accounting information;

— Statistic report information;

— Information of assessment of customer credit;

— Reports of aerial or regional departments;
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— Acts of different audit and inspections.

A main document assessing the general financial situation of banks in credit market is a report about financial
station of bank. Management of Central Bank and banks, opportunities of different legal and physical entities are
widely used on media during analysis of these documents. Successful completion of priority tasks and provision,
investments of bank loans in credit markets also depends on such reports in particular degree.

Financial reports, prepared in systematized form allow bank managers to get information which is necessary
for acceptation of management decisions immediately in credit system like other activities of the bank. In general,
the work of analytical analysis of the bank can be conducted on the following directions:

— Analysis of bank balance and other financial accounting documents;

— Analysis of accounting and report situation in bank;

— Analysis of execution situation of different agreements and foundation documents.

Analysis of bank in this way and balance, appeared as a result of report, are main sources of information for
its financial analysis and main document comprehensively demonstrating situation of the bank, lending system.
Analysis of bank balance allows determination of liquidity of its assets, profitability, and risks, which can occur while
transaction of different banking operations. With help of information, obtained from accounting balance, it's possible
to define own and borrowed funds of bank and placement of funds during a certain period of time.

There is no single financial analysis methodology, determined as a financial analysis in all countries in
modern banking practice and science, especially there are not thoughts in lending issues in completed form. That's
why general analyses method of bank balance hasn't been formed.

There are researches in scientific literature investigating micro and macro variables which determine both
impact of loans economy and loan volume.

It's clear that loans plays an important role in banking system in condition of market economy. Many cash
transactions and payments are conducted by institutions organizations and people through it, as well as temporary
budgeting tools and incomes into an active capital, many different lending, insurance, broker, investment and others
are implemented.

After production, lending system attracts attention with its being regular and large. It increases volume of
fundraising for times, provides flow of funds from one sector to another one and creates conditions for increase of
efficiency of production in this way. Role and meaning of lending system can be characterized with several perspective
indicators: Issues such as total volume of credit funds, share of bank loans in forming main and turnover capital of
institutions and organizations, total turnover etc. are indicators of main functions of lending in banking system.

Successful lending relations appear when lending system implements its functions. Concept of lending
relations is determined with economic relations between lending organizations and different objects on basis of
repayment and payment terms for gathering and redistribution of free funds for a certain period of time.

However concept of lending relations isn't limited with only gathering of money capital and temporary use
of it by legal and physical entities. Mass of additional financial tools, in other words monetary turnover of
reproduction, considered for production day, is font in lending process.

Flow of large payment turnover passes through credit system which completes concept of lending relations
among payers and credit organizations and credit organizations and borrowers.

Lending system regulates money turnover in the country, delivers different services to legal and physical
entities, lending economic relations appear as a result.

Lending relations have 2 different features, which are equally necessary for agricultural objects, and lending
system institutions. Keeping money in lending organizations is a lending resource.

During activity of economic category of loan lending relations are realized in the form of money. Lending
form describes view of lending relations. Form and concept of lending relations are in a dialectical unity. Form of
lending relations should be in accordance with their concept and give impetus to their development. Change of
production relations can cause change of concept and form of lending relations.

Certainly, involvement of lending activity in investment in more efficient and perspective form can be
accepted as an obligation of both sides - lender and borrower. Creditor is a side of lending agreement, which suggests
loan. A certain amount of funds is required for realization of the process. The fund can belong to creditor himself or
can be borrowed from another one. Main lender suggesting money now is banks.

The banking system gathers temporary free funds of certain enterprises, organizations, departments, as well
as individuals and offers them to borrowers in the form of loans for temporary use. At the same time, not only the
borrower of the loan received from the bank, but also the latter, that is, the borrower, is obliged to return the borrowed
funds to the owner. Meanwhile, a bank can be a lender in one case, but a borrower in another.

Borrower is one side of lending relations, is a lender and a side which should repay his debt. The borrowers
are those who need additional funds temporarily. In accordance with modern requirements, borrower can be
institutions, entrepreneurs, people, states, and banks. However, the borrower is not owner of the borrowed amount,
uses it in fields of production and turnover relevant to his consideration. Borrower depends of the lender in credit
transaction, while lender puts forward his requirements. However, borrower and lender are fully legal parts of lending
relations.
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A creditor can also be a debtor. In their interaction between the lender and the borrower, they show the nature
of the unity of the opposition. As participants in the credit transaction, they are on opposite sides of it. Their interests
are also different, the lender wants to give a loan at a higher interest rate, and the borrower also has an interest to get
the cheapest possible loan and find additional funds.

Issues of forming certain principles in improvement, provision of perspective activity and main ways of bank
loans in credit market, their development have also an important place. Lending principles reflects essence and
services of credit, as well as requirements of objective economic factors in field of organization of lending relations.
Process of lending, in other words, provision of bank loans, use and payment are conducted on basis of lending
principles. Main terms of provision of banks loans are determined as followed in accordance with lending principles:
definition and term of loan, efficiency of their interaction within the framework of the circulation of money.

The cost of credit activity is determined by important principles such as the stages of the credit process -
documentation, receiving cash, repayment, i.e. periodic, purposeful nature of payment. The principle of loan
repayment is characterized by the need for the borrower to return the loan to the lender on time after using the loan.

With a high loan repayment capacity, both the lender and the borrower are motivated to repay the loan on
time and get income from it. The principle of loan operability indicates that the borrower must repay the loan not at
any convenient time, but at the time specified in the loan agreement.

Moreover, objective character of credit is one of significant points in determination of priority opportunities
of bank loans. Thus, objectiveness means a necessity of use of the funds, received from lender, in accordance with its
definition. Different principles, which play a role in main directions of development of credit activity, are related to
one another and their acting at the same time can determine meaning of the loan. If one of the above-mentioned
principles is violated, then the lending activity will lose its accredited value, specific features of loan will also be lost
as a free economic category.
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