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THE NEW BANKING REGULATIONS
AND EXPECTED RESULTS IN GEORGIA
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Academic Doctor of Economics,
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RESUME

For financial institutions, the time has come when they will move
to a new stage of development. The National Bank of Georgia an-
nounced two years earlier to elaborate the new regulations on bank-
ing sector and the date of their enactment. The new regulations in
the banking and financial sector of Georgia will bring the short-term
lending to retail credit, it will increase expenditure in this sector and
also the demand on capital, resulting in the decrease of profitability.
However, in the long term, we should hope that it will improve the
quality of the Georgian financial system. At the same time significant
amendments were made to the Organic Law of the “National Bank of
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Georgia”, according to which the Bank is fully authorized to oversee
the entire financial sector.

The regulations will also positively affect the interest margin.
Georgian commercial banks operate with high interest margins be-
cause of the fact that, under this margin, all of the expected losses
or expenses are realized, or actually the risk insured. If the credit
portfolio of the banks will be recovered, along with the reduction
of the interest margin, the liquidity will increase, and that is no less
important. Similarly, this change is positively reflected on interest
rates, in terms of their decrease.

The introduction of new banking regulations is important in this
regard. It can be said that the reduction of banking interest and the
stimulation of the economy by credit growth is expected as a result
of these debts and plus new regulations. It is noteworthy that the
main objective of implementing these amendments is to promote
financial sustainability, transparency and corporate management
culture of the sector. We think that banks really need innovative ap-
proaches to business relations. The bank shall become the partner
of the entrepreneur as financial adviser and consultant.

Key words: Banking regulations; Promote financial sustainabili-
ty and transparency of the banking sector; Establish a healthy credit
portfolio in commercial banks; Raising corporate management cul-
ture.
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