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FINANCIAL SUSTAINABILITY CRITERIA AND
INDICATORS OF BANKING INSTITUTIONS

Summary

IRMA LOMADZE - doctoral candidate, GTU

This article, based on the literature resources, discusses the indicators and criteria of financial stability in the
banking sector. The analyses have shown that a variety of methods are used to measure financial soundness. These
methods offer aggregate index of the financial stability, but differ from one another as they use different ratios in

the assessment.

The indicators of financial stability are presented in 2 groups — Main and Recommended. The difference
between these 2 is the following; the Main ratios are mandated by every country, while Recommended indicators
are only used per requirement — depending on the specificity of each state.

The Main financial stability indicators cover the following ratios: Capital Adequacy Ratio, Asset Quality Ratio,
Profitability Ratio, Liquidity Ratio, Sensitivity to Risk Ratio.

Eveluating the defining conditions of reliability and stability of commercial banks based on the experience of
international and well developed markets with free economy is significant. The financial indicators should not be
taken in isolation, but considered and linked together, this will ensure to capture more valuable and complete

picture of financial soundness of the banking sector.

Key words: net interest margin, an indicator of financial stability, capital adequacy, liquidity, balance level, risk

management, banking system capitalization.

115



