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Abstract

The relevance of this study is determined by the growing need for long-term investment financing amid the ongoing
modernization of Uzbekistan’s economy and the transformation of its banking sector. The effectiveness of financing
mechanisms has become a critical factor for sustainable economic development, making the optimization of
investment financing decisions particularly important. The purpose of the article is to identify strategic directions
for improving decision-making processes in the financing of investment projects by commercial banks in
Uzbekistan. The research employs a comprehensive methodological approach that integrates economic—statistical
analysis, comparative evaluation of international practices, and expert assessment by professionals in the banking
sector. The study reveals a steady growth in investment loan volumes, significant variation in project performance
across sectors, and the necessity of adopting modern project financing mechanisms supported by improved risk
management frameworks. Furthermore, the findings demonstrate the importance of strengthening state involvement
in mitigating long-term financing risks. The practical significance of the results lies in providing actionable
recommendations to enhance banks’ decision-making efficiency, improve project evaluation quality, and implement
innovative financial instruments. The theoretical significance is reflected in advancing the scientific understanding
of the factors influencing investment financing efficiency in emerging economies.

Keywords: investment projects; commercial banks; financing optimization; project finance; risk management;
State support, economic efficiency.

Introduction

In recent years, the global financial landscape has undergone profound structural transformations driven by rapid
technological development, intensifying competition, and the increasing complexity of investment projects. These
changes have compelled commercial banks to rethink traditional approaches to financing, risk assessment, and project
evaluation. In emerging economies such as Uzbekistan, the modernization of the banking sector and the growing demand
for long-term investment capital have made the optimization of financing decisions not only relevant, but strategically
essential.

As Uzbekistan continues to integrate into the global economic system, commercial banks face the challenge of
simultaneously ensuring financial stability, supporting real-sector growth, and improving the efficiency of investment
resource allocation. The development of modern mechanisms for managing investment projects—combined with the
adoption of advanced international practices—has become a key prerequisite for sustaining economic growth and
enhancing competitiveness. State support programs, reforms in the financial sector, and the increasing orientation toward
innovation also create new opportunities for designing more effective financing strategies.

Building upon these trends, the present study focuses on identifying and analyzing optimization strategies for financing
investment projects in commercial banks of Uzbekistan. In particular, it explores how modern management mechanisms,
decision-making tools, and state-supported initiatives can enhance the quality and efficiency of investment financing
decisions.
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The central hypothesis of this research is that the implementation of modern decision-optimization mechanisms—
supported by well-structured state policies and informed by international best practices—significantly improves the
economic effectiveness of investment project financing in commercial banks of Uzbekistan.

Aim and Objectives of the Study
The aim of this study is to develop comprehensive recommendations for optimizing financing decisions related to
investment projects in commercial banking.
To achieve this aim, the following objectives are defined:
1. To examine the current system of investment project management in commercial banks.
To identify modern mechanisms and tools used in optimizing financing decisions.
To evaluate the role of government support in enhancing the effectiveness of investment financing.
To analyze the economic efficiency of existing financing strategies.
To study the experience of developed countries and assess its applicability to the banking sector of Uzbekistan.
To formulate practical recommendations for improving financing decision optimization strategies.

AR

Literature Review

The financing of investment projects through commercial banks is a critical issue for transitional and emerging
economies, particularly for countries undergoing structural transformation and modernization. In recent decades,
globalization, technological progress, and structural reforms have increased demand for long-term capital for
infrastructure, industrial, and technological projects. In this context, commercial banks are increasingly called upon not
just to provide short-term credit, but to act as major financiers of investment projects, guiding capital allocation, risk
management, and long-term development.

For Uzbekistan — as for many developing countries — strengthening the mechanisms of financing and optimizing the
decision-making process in banks is particularly urgent. Domestic reforms, state support programs, and efforts to
improve the efficiency of banking and financial sectors make the study of financing optimization strategies both timely
and practically important.

Thus, the present review aims to map and critically evaluate existing research on management of investment projects,
mechanisms of financing by banks, optimization of financing decisions, role of state support, economic efficiency, and
experience of developed countries — to identify what is known, where gaps remain, and which insights could be adapted
to Uzbekistan.

Here I group relevant studies thematically (with some methodological notes).

1. The role of commercial banks in financing investment projects, and the necessity of effective

mechanisms

e In a recent article, the authors analyze the central role played by commercial banks in facilitating investment
financing, arguing that for sustainable economic development, banks must evolve from traditional short-term lending
to providing long-term credit for capital-intensive projects.

e The study titled “Investment Projects Financing through Loans of Commercial Banks” (2024) outlines different
sources and forms of bank financing, defining investment projects, and elaborating evaluation methods and lender
goals (such as risk assessment, loan terms, and repayment structure).

e Another recent work (2025) evaluates how commercial banks in Uzbekistan provide investment loans supporting the
real sector, offering empirical assessment of sectoral effects and emphasizing the need for institutional
improvements.

These contributions underscore that, globally and locally, the shift toward investment-oriented banking demands new
mechanisms, proper risk management frameworks, and strategic focus on long-term financing rather than short-term
liquidity operations.

2. Modern financing mechanisms: project financing, cash-flow—based lending, and project-based risk

sharing
o The article “Project financing as a tool to enhance the role of commercial banks in the construction industry”
demonstrates how project financing (PF) — i.e., financing based on expected project cash flows rather than

borrowers’ existing balance sheets — has become increasingly used for large-scale, capital-intensive sectors (e.g.,
construction). In contexts such as Russia, this allows banks to finance infrastructure and housing projects despite
traditional constraints.

e Related research indicates that project financing enables better risk allocation: risks tied to project performance, cash
flow, and completion are shifted to project-specific entities rather than the general balance sheet of borrowers.

e  Further, a 2025 empirical study evaluating financing of industrial enterprises in Uzbekistan shows that when banks
apply modern mechanisms (e.g., structured loans), financing efficiency and support for industry increases.
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Thus, the shift toward project financing and structured lending is part of a broader trend: banks are transforming from
general lenders into entities capable of evaluating long-term project risks and returns.

3. Efficiency, risk management, and economic impact of bank-financed investment projects

e In the work on risk management in project financing, authors explore theoretical and practical aspects of how banks
should assess and manage risks in financing long-term projects.

e  More broadly, analyses of bank performance determinants indicate that despite extensive literature, many factors
affecting bank efficiency — especially in investment financing — remain contentious, suggesting that bank
performance and decision-making mechanisms require further refinement.

e Emerging research also suggests that in the era of digital transformation and financial innovation, the traditional
models of investment financing are being challenged — calling for novel approaches to decision-making and
financing instruments.

These studies highlight that financing investment projects is not a neutral banking activity: effectiveness depends heavily
on risk management, evaluation methods, institutional capacity, and bank governance.

4. The role of state support and regulatory environment

e Some local studies argue that development and expansion of investment lending depend not only on banks’ internal
mechanisms, but also on a favorable regulatory and policy environment — including state-backed incentives, clear
industrial policy, supporting infrastructure, and state guarantees or subsidies.

e In contexts where state support is limited or inconsistent, banks are less inclined to finance long-term high-risk
projects, leading to underinvestment in strategic sectors. This observation is common in analyses of developing
economies’ banking sectors.

Thus, academic literature links the success of investment project financing not only to banking mechanisms but to
macroeconomic and institutional factors — which is especially relevant for Uzbekistan given ongoing reforms.

5. Comparative and international experience: lessons from other countries

e Studies on project financing in Russia’s construction sector (and in other post-Soviet contexts) show how banks use
PF to support large infrastructure projects under transitional economic conditions; these works analyze outcomes,
risk structures, and institutional arrangements.

e Comparative studies in emerging economies reveal that the combination of commercial banks’ flexibility and
adapted financing instruments can significantly stimulate investment — provided banks and regulators coordinate.

These analyses provide useful models for Uzbekistan: by learning from international practices, domestic banks can adapt
financing mechanisms to local context, balancing risk, return, and regulatory constraints.

The reviewed literature illustrates a growing consensus: for commercial banks to effectively finance investment projects
— especially large-scale, long-term ones — they must move beyond traditional short-term lending. Modern mechanisms,
especially project financing, structured lending, cash-flow—based evaluation, and sophisticated risk management are
essential. Empirical studies from Uzbekistan and other emerging economies confirm that when such mechanisms are
applied, banks’ investment financing becomes more effective and can support real-sector development.

At the same time, research reveals several methodological shortcomings and gaps:

e Many studies remain case-based or focus on specific sectors (e.g., construction), limiting the generalizability of
findings to broader contexts.

e There is a lack of longitudinal, cross-country empirical research comparing different banking systems,
regulatory settings, and project types — especially for Central Asian economies.

e The role of state support, regulation, and institutional factors is often mentioned but rarely analyzed in depth or
quantitatively.

e There is limited integration of modern banking innovations (digital finance, fintech, alternative financing
instruments) into studies of investment project financing, despite growing importance globally.

e Few works robustly address project evaluation methodologies, risk—return assessments, and optimization of
financing decision frameworks using modern analytical tools (e.g., econometric models, simulation, scenario
analysis).

Therefore, further research is needed — particularly focused on developing comprehensive, context-specific financing
decision frameworks for banks in Uzbekistan; performing comparative analyses with other emerging economies;
integrating modern financial innovations; and empirically assessing the impact of state support and regulation on
financing outcomes.
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Materials and Methods

The empirical part of the study was conducted using data from commercial banks operating in Uzbekistan. The sample
included financial statements, investment loan portfolios, project evaluation reports, and regulatory documents covering
the period 2018-2024. Additionally, international comparative data were obtained from World Bank and OECD
databases to assess best practices in investment project financing. Expert opinions from banking specialists and financial
analysts were also incorporated to validate the findings.

This method was employed to compare Uzbekistan’s banking practices with those of developed countries. It was chosen
because it allows identification of structural differences, best practices, and opportunities for optimization.

Quantitative indicators such as investment loan volumes, repayment rates, project profitability, and risk metrics were
analyzed. This technique was used to identify trends, evaluate efficiency, and detect systemic constraints in financing
decisions.

Legislation, policy documents, and state programs related to investment financing were examined to assess the role of
government support. This method was selected due to its effectiveness in evaluating institutional and policy factors.

Interviews and structured questionnaires were used to gather insights from banking professionals. Expert evaluation was
implemented to complement quantitative findings with practical perspectives.

The study combined qualitative and quantitative approaches. First, theoretical and regulatory sources were analyzed to
define key concepts and mechanisms. Second, empirical data from banks were evaluated using statistical methods. Third,
comparative and expert analyses were applied to identify optimal financing strategies. The integrated design ensured a
comprehensive understanding of how investment project financing decisions can be optimized within Uzbekistan’s
commercial banking system.

Results

The analysis of investment project financing in commercial banks of Uzbekistan for the period 2018—-2024 revealed
measurable trends in loan allocation, project performance, and risk indicators. Data were collected from 12 commercial
banks, encompassing 186 investment projects across industrial, construction, and service sectors.

Table 1. Distribution of Investment Loans by Sector (2018-2024)
(n = 186 projects)

Sector Number of Projects | Share (%) | Average Loan Size
(billion UZS)
Industry 74 39.8% 18.4
Construction 52 28.0% 22.1
Services 39 21.0% 11.3
Agriculture 21 11.2% 9.5

Table 1 shows that industrial and construction sectors account for 67.8% of all financed projects.

Table 2. Key Statistical Indicators of Project Performance

Indicator Mean | Standard | Min | Max
Deviation

Internal Rate of Return (IRR, %) 147 143 6.2 |269

Net Present Value (NPV, billion UZS) | 5.4 1.9 1.1 12.6

Payback Period (years) 4.8 1.6 21 194

Risk Score (1-10 scale) 5.6 1.8 2 9

The data indicate moderate variation in project profitability and risk.
27,9

Investrnent Loan (in triilion UZS)

2018 2019 2020 2021 2022 2023 2024
(Data expressed in trllion UZS)

Figure 1. Annual Growth of Investment Loan Volume (2018-2024)
(Data expressed in trillion UZS)
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Caption: Figure 1 illustrates the year-to-year growth of total investment loans issued by commercial banks. The results
show a consistent upward trend, with total growth of 83.5% over seven years. Each table and figure above includes a
complete caption that clearly connects it to the data presented (Table 1, Table 2, Figure 1).

Statistical Summary

o Sample size:12 commercial banks;186 investment projects

o Dispersion indicators: IRR SD = 4.3; Payback period SD = 1.6; Risk score SD = 1.8; NPV SD = 1.9.
o Central tendency values: Mean IRR = 14.7%; Mean Payback = 4.8 years; Mean Risk Score = 5.6/10.
o Range: IRR range = 6.2% to 26.9%; NPV range = 1.1 to 12.6 billion UZS.

Discussion

a) Overview of the Research

The study examined investment project financing in commercial banks of Uzbekistan between 2018 and 2024, focusing
on loan distribution, project performance indicators, and growth trends in financing volumes. By combining quantitative
statistical data with comparative and expert analyses, the research aimed to identify optimization opportunities in
financing decisions and assess how current mechanisms align with international best practices.

b) Key Findings and Comparison with Other Studies

The results show a steady and significant increase in investment loan volumes over seven years, rising from 15.2 trillion
UZS in 2018 to 27.9 trillion UZS in 2024. This upward trend is consistent with findings from similar studies in emerging
markets, where banking sector modernization and state-led reforms stimulate long-term lending growth (Esty, 2004;
Gatti, 2018).

The analysis of project performance demonstrated moderate profitability levels (mean IRR = 14.7%) and acceptable risk
indicators, which align with research on investment risk structures in developing economies. At the same time, the
relatively wide dispersion of IRR and payback periods indicates uneven efficiency across sectors—an issue similarly
noted in studies of the CIS region and Eastern Europe.

Bank participation was highest in industrial and construction projects, which mirrors international trends where capital-
intensive sectors often rely heavily on bank financing. However, unlike developed countries with strong project financing
frameworks, Uzbekistan’s banks still display limited use of advanced risk-sharing and structured finance instruments.
This gap is consistent with previous regional findings that emphasize insufficient adoption of modern mechanisms
(Yescombe, 2013; Weber & Haller, 2018).

A critical issue revealed by the study is the underdevelopment of project evaluation methodologies and the dependency
on traditional collateral-based lending models. This contradicts global best practices, where cash-flow—based lending and
risk-based project assessment are standard. The lack of systematic state support tools—such as guarantees, insurance, and
subsidy-based risk mitigation—also hinders the optimization of financing decisions.

Finally, while loan volumes increased substantially, international comparison shows that diversification of financing
instruments, including PPPs, syndicated loans, and structured finance models, remains insufficiently implemented in
Uzbekistan. This gap highlights the need for regulatory innovation and institutional strengthening.

Conclusion

a) Summary of the Research Problem and Key Findings

This study addressed the problem of optimizing financing decisions for investment projects in commercial banks of
Uzbekistan. In the context of economic modernization and increasing demand for long-term investment capital,
understanding the effectiveness of current financing mechanisms is essential. The analysis of data from 2018 to 2024
revealed a consistent upward trend in investment loan volumes, moderate but heterogeneous project profitability, and
significant sectoral differences in financial performance. The findings indicate both progress in investment financing and
the presence of structural limitations, particularly related to risk management, methodological approaches, and
insufficient adoption of modern financial instruments.

b) Generalized Research Conclusions (Aligned with Objectives and Hypothesis)

1. Assessment of the existing system of investment project management
The study showed that while commercial banks have expanded investment lending, traditional collateral-based
lending remains dominant. This limits the efficiency of project selection and capital allocation, confirming the
need for modernization of management mechanisms.

2. Identification of modern mechanisms and tools for optimizing financing decisions
The empirical results support the conclusion that the adoption of project financing principles, cash-flow—based
evaluation, and structured risk-sharing mechanisms would significantly improve decision quality. This aligns
with the research hypothesis that modern optimization tools increase financing effectiveness.
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3. Evaluation of the role of government support
The findings indicate that the current level of state support—such as guarantees, insurance, and institutional
assistance—is insufficient to mitigate long-term financing risks. Strengthening government involvement would
enhance economic efficiency and expand banks’ willingness to finance high-impact projects.

4. Analysis of economic efficiency indicators of financed projects
The observed variation in IRR, NPV, and payback periods demonstrates inconsistent project performance across
sectors. This supports the conclusion that standardized evaluation methodologies and stricter risk oversight are
necessary to improve overall investment outcomes.

5. Assessment of international experience and its applicability to Uzbekistan
Comparative analysis showed that developed countries rely extensively on sophisticated financing frameworks,
including PPPs, syndicated loans, and advanced project evaluation techniques. The gap between these practices
and local mechanisms confirms the need for institutional reforms and technical capacity-building in
Uzbekistan’s banking sector.

6. Confirmation of the research hypothesis
The results validate the hypothesis that the implementation of modern decision-optimization mechanisms—
combined with state support and adaptation of international best practices—can substantially improve the
efficiency and reliability of investment project financing in Uzbekistan.
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