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The impact of Pricing Policy on Loans in Interbank Competition
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Irine Kopaliani, Doctoral student of the faculty of business administration of
Georgian Technical University, Director of Kutaisi Branch office of VTB Bank Georgia

Abstract. In determining the interest rates on the loans in Georgia, special attention has directed to the
principles of healthy pricing of banking products and its criteria which has based on the order N°74 / 04
"the Instruction on the requirements of pricing models for commercial banks" approved by the President
of the National Bank of Georgia on April 24th, 2019. The main goal of this document is to have a healthy
pricing policy in the banking sector which minimizes the profitability and solvency risks for commercial
banks. It will have a positive impact on the stability of the financial sector and stimulate to form an
effective competitive environment in the financial system.

Obtained information on the formation of the loan interest rates revealed that the largest share is in
transaction costs, namely fixed payments, consultancy and marketing expenses as well as salary and other
non-interest expenses which ultimately causes raising the rates of interests on the loans and accordingly,
it creates massive dissatisfaction for borrowers. Despite the borrower's dissatisfaction, credit products are
still in high demand in Georgia, because the liberal lending policy, especially the collateral advance issue
plays a vital role for the potential borrower through the decision-making process.

Keywords: Bank, Loan, Price, Rate, Interbank, Competition, Capital, Income, Expense
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