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Pricing on credits and potential of decreasing
of interest rate in Georgia

Tamar Abshilava, Doctoral Sdudent
Summary

Decreasing of interest rates is desired for not only eco-
nomical development, but it is mandatory assumption for
receiving increase of banks.

The aim of the article is to discuss , what are the compo-
nents of the loan interest rate, that will allow us more com-
petently evaluatefactors, which determine the level of loan
interest rates and to discover the real ways of reducing it. In
the first part of the article, there are discussed the expenses
which should be taken into account by commercial banks
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during pricing on creditsand the risks, which are connected
with issue of credit. These are: capital expense, obligation
expense, liquidity expense, fixed assets expense, operation-
al expenses (such as salaries, marketing costs etc.) , interest
risk expense and credit risk expense. Banks have interest
and commission incomes for covering of these risks. The
most real direction of decreasing interest rates , such as:
improving of operational effectiveness, decreasing of obli-
gations expanse, reinforcement of risk management func-
tion are also discussed in the article;

Keywords: Interest rate, Operational costs, Capital ex-
penditure, Bank’s liabilities, Interest income, Credit risk,
Loan pricing
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