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Abstract

It has recently brought in the new regulations of the banking system in
Georgia, which are directly related to the liability policy of individuals. From the
first January, 2019, the Decree No. 281/04 of the President of the National Bank of
Georgia dated 24 December 2018 on "Approval of the Regulations on Loans of
Natural Person" entered into force. The goal of the regulation is to support the
stable and sustainable functioning of the financial system of Georgia and encourage
healthy lending. According to the provision, the lending institution shall be
governed by the principle of liability, namely, the customer shall not be obliged to
pay a financial liability when it is clear that the customer will not be able to pay its
excess financial difficulties. Under this regulation, the loan issuer is obliged to
evaluate the borrower's ability to pay the borrower and does not pay more than
the loan to the physical person or impose other obligations (eg liability) than the
natural person has the right to pay. The statutory provisions also include
exemptions, for example, lobbying loans are not necessary to assess revenue,
however, in this case the liability of a natural person is limited to a mortgage.

As a result of these regulations, the volume of loans issued by commercial
banks decreased by 170.2 million GEL (0.6 percent) compared to the previous
month. In February, however, it increased by 52.2 million GEL (0.2 percent)
compared to the previous month.

19


mailto:i.kopaliani@vtb.ge
mailto:nanashonia@gmail.com
mailto:i.kopaliani@vtb.ge

In our opinion, the regulatory policy of responsible liability of individuals will
reduce both excess credit and long-term interest rates, which in the medium term
will contribute to sustainable economic growth, as this regulation is a means of
provisional and quick effect. In addition, there is an expectation that today's
regulation will increase the level of knowledge and attitudes towards this issue,
which will in turn lead to the easing of the regulation.

Keywords: Banking System, Banking Regulations, Loans to Individuals,
Responsible Lending, Assurance Coefficient of Loan, Hedged Loan, Unhedged
Loan.
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