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In this article, in recent years, in order to raise the standard of living of
the population in our country, to create sufficient conditions for a peaceful and
prosperous life, in particular, to provide long-term mortgage loans in order to
further improve the system of providing the population with affordable and high-
quality housing. the ongoing reforms are discussed.
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In recent years, a lot of work has been done to
provide the population with housing in Uzbekistan. In
particular, over 200,000 families were allocated
mortgage loans for the purchase of housing by
commercial banks during 2017-2021.

The remaining amount of mortgage loans
allocated to the population by commercial banks was
7.6 trillion soums as of January 1, 2017, and 40.5 trillion
soums as of July 1, 2022, or increased 5.3 times over
the previous period, and the mortgage market in
Uzbekistan has made great strides can be seen to be
developing with.

At that time, a separate commercial bank and
fund were established to support the mortgage sector,
but the mortgage market was only slightly revived due
to the fact that the sources of financing were not clear
and continuous. Between 1996 and 2010, an average of
500 to 1,800 new apartments were built and allocated
to the population through mortgage loans.

By 2009, in accordance with the decision of the
President of the Republic of Uzbekistan No. 1167, for
the first time within the framework of the state
program, housing construction began to be
implemented in order to improve the living conditions of
the population in rural areas. long-term mortgage loans
on preferential terms began to be allocated to the
population. The largest housing construction after
independence also corresponds to this period.

Mortgage portfolio in commercial banks as of
January 1, 2017 73 percent of 5.5 trillion soums
corresponded to the rural construction housing
program.

In this place, the rate of population growth has
also increased sharply, that is, in 1991, the population
of the Republic was 20.6 million people, and in 2016,
this indicator was 32.1 million people. The annual
number of newly built families is 250-270 thousand, and
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the needs and requirements of the population for
housing are also increasing.

Resolutions of the President of the Republic of
Uzbekistan No. PQ-2660 on the construction of housing
in urban areas and No. PQ-2639 on the construction of
housing in rural areas were adopted in order to solve
the housing issue of the population, which has
accumulated over the vyears. Through the state
program, over 120,000 housing units were allocated to
families in need of social protection through preferential
mortgage loans in 2017 and 2021.

As a continuation of the ongoing work, in order
to further develop the mortgage market, the decrees of
the President of the Republic of Uzbekistan No. PF-
5886, PF-6186, PF-6274, PF-33 were adopted. began to
be allocated to all strata, and in this, subsidies for
contributions and interest payments were allocated to
families in need of improvement of housing conditions.

The adoption of these decrees further
revitalized the housing market and the activities of
construction enterprises in it, i.e., previously housing
construction was carried out by certain construction
enterprises or mortgage loans were allocated for
housing of certain construction enterprises, now
mortgage loans are granted to all houses built in the
primary market. began to be allocated for places.

In its place, in order to provide the mortgage
market with the necessary resource funds for the
financial support of this system, the Ministry of Finance
allocates long-term resource funds to commercial
banks, and to people in need of social protection, a
system of subsidies from the state budget for
contributions and loan interest payments of 32 million
soums has been launched was placed.

If we look at the loading (burden) of the
subsidies given to the population to the state
budget:

Housing price is 400 million sums;
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The subsidy for the initial contribution is 32
million sums;

Loan repayment subsidy for 5 years is 125.9
million sums;

The total subsidy paid from the state budget is
157.9 million sums or 39.5% of the house price.

Today, commercial banks mainly allocate
mortgage loans only to the population with official
income, using the funds attracted from foreign financial
institutions under the guarantee of the state. In short,
the mortgage market is almost unilaterally dependent
on government funding and there is no diversification
of funding sources.

The mortgage market cannot be continuously

developed at the expense of the funds allocated by the
government, on the contrary, in addition to this, it is
desirable to attract free funds of the population and
thereby introduce additional new self-financing
mechanisms.
At this point, we believe that the following issues
should be given special attention in the future
development of the mortgage market and
provision of housing to the population:

1. Mortgage resources are formed only at the
expense of government funds or funds obtained
with a government guarantee, and it is
necessary to consider how effective the speed
of circulation of resources is;

2. Today, mortgage loans are allocated only to the
population with official income. The stratum of
the population that does not have an official
income has the opportunity to get a mortgage
loan either on the basis of a subsidy or on
commercial terms;

3. The liberalization of the housing market and the
fact that housing built under the state program
suddenly gives way to private builders in the
market, and large-scale mortgage loans and
subsidies are directed to housing in the private
sector, leading to an increase in the price of
housing in the market;

4. Introduction of the social rent system in
providing housing to people with extremely low
income and disabilities.

Let's focus on the solution of the above-

mentioned issues in general:

The dynamics of the return graph of resource funds allocated by the Ministry of Finance (mortgage loan)

for 20 years
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It can be seen from the data that the rate of return of
loans given to the population is extremely slow, that is,
the allocated resource returns 22% - in 10 years, 51%
- in 15 years. The return of resource funds in this order
is likely to cause a shortage of resources tomorrow. And
the balance of the mortgage portfolio in banks will
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continue to increase, but the opportunities to increase
the volume of lending to the level of the population's
demand will be limited.

It is one of the most necessary issues to think
about the solution of this issue and to introduce
additional sources of financing. Because the
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effectiveness of the investments made in the
construction industry in our country today, the future
and prospects of the construction enterprises and the
manufacturers of construction materials and the
enterprises providing services to them are inextricably
dependent on the provision of resources to the
mortgage market.

In connection with this issue, the President of
the Republic of Uzbekistan, in the decree "On additional
measures to provide the population with housing
through mortgage loans based on market principles",
taking into account the world experience, the task of
introducing the "targeted mortgage deposit" has been
set.

It is appropriate to study the experience of
foreign countries in introducing a new financing
mechanism.

"Baushparkassa System"

This system is a German model, which was
created in Germany in the 18th century and is a
widespread mechanism for providing housing to the
population in European countries. In addition, this

Calculations for the proposed system can be seen below:

system is used in neighboring Kazakhstan, Kyrgyzstan,
and the Russian Federation. At this point, the state of
Kazakhstan has introduced this system since 2005,
financing up to 80 percent of the housing market
through this system. (In 2020, 60 percent of the
mortgage market will be accounted for by this system).

This system ensures that a community seeking
housing can take turns achieving its goal by supporting
each other.

To make this system work:

At least 5, 10-year housing construction
program must be clear (construction area, housing
project);

Housing prices should be accurate for at least a
5-year period and

the price change should not be more than 8-10
percent.

Over the years, the state has been providing
financial assistance to the population in collecting their
contributions. In order for the population to collect their
contributions, there should be confidence and financial
incentive (stimulus) for tomorrow

(The price of 1 sq.m) 6 000 000 6 600 000 7 260 000
T/P Term of mortgage deposit 3 year 4 year 5 year
1 Housing price (70 sq.m.) 420 000 000 462 000 000 508 200 000
2 Contribution amount to be collected 210 000 000 231 000 000 254 100 000
. 26% 28% 30%
3 Interest rate on the deposit (20% budget) | (22% budget) | (24% budget)
Contribution collected by the citizen 150 000 000 147 000 000 144 170 000
4 The amount due on the deposit account | 60 000 000 84 000 000 109 930 000
4,1 Part of it is paid from the budget 46 153 846 66 027 500 87 943 700
Subsidy paid from the budget to
4,2 the savings account, in relation to| 11,0% 14,3% 17,3%
the cost of housing
5 Citizen's monthly savings 4166 700 3062 500 2402 800
Term of the mortgage loan 6 year 7 year 8 year
( )|
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6 Mortgage loan amount 210 000 000 231 000 000 254 100 000
7 monthly payment 4 666 700 4 675 000 4 764 375

8 Total loan repayment 273 875 000 312812 500 356 798 750
9 Total payment 483 875 000 543 812 500 610 898 750
10 Overpayment 115% 118% 120%

From the information in the table, it can be seen
that a citizen who wants to get a house will have to
collect monthly contributions 3-4 years in advance. In
this process, the increase in the price of housing (at
most - 10% per year) should not affect the contributions
of citizens. For this, it is necessary to pay subsidies and
interest from the bank to the contribution funds
collected from the state budget.

In this system, the expenditure from the state
budget is on average 14-15%, the resource demand is
50% of the housing price, and the resource payback
period is 6-8 years. In the current system, the amount
of subsidy allocated to people in need of social
protection is 31% of the housing value, the demand for
resources is 85% of the housing value, and the resource
return period is 20 years.

It is true that it may be difficult to start this
system at once and to introduce the system of collecting
the population's contributions for 3-4 years. First of all,
it would be appropriate to start this system from the
class of the population who have good financial
opportunities but do not have official income, with the
condition of collecting the contributions in a shorter
period (12-18 months). Because today, commercial
banks do not provide any loans to the population that
does not have official income, and as a result, the term
payment system is increasingly being formed in the
housing construction market, and in most cases, these
funds are not in bank accounts, but in the hands of
construction enterprises, and these funds are used by
construction enterprises. the probability of not being
reflected in tax payments is also high.

This situation will not fail to show its negative
impact on the increase of non-bank turnover and tax
revenues. However, there are opportunities for effective
and rational use of funds in the hands of people who do
not have official income, and for further expansion and
development of the mortgage market and housing
construction. For this, it is necessary to introduce a
mechanism for calculating the solvency of people
without official income in commercial banks.
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As a solution to this problem, introducing a
"targeted mortgage deposit" in commercial banks,
introducing a system of collecting monthly contributions
from citizens for periods of at least 12 months, 24
months, 36 months, and more, and this process is a
citizen's payment discipline and ability to pay. It is
considered appropriate to allocate a mortgage loan
through the introduction of this system.

For example, an artisan family accumulates 8.3
million soums per month for 18 months in the bank's
"consolidated mortgage deposit" to buy a house worth
300 million soums, and at the end of the period, the
bank evaluates the citizen's solvency through the 18-
month savings process. , the mortgage loan allocates
the remaining 50% of the housing value. (This situation
is estimated as 35% according to the level of risk in
banks).

Implementation of this system:

e As the system expands, it will gradually move to
a self-financing scheme;

¢ Due to the rapid circulation of resource funds in
the short term, it leads to providing more people
with housing, reducing loan interest rates,
increasing the volume of construction, opening
new jobs and increasing the GDP in the economy;

o It leads to the sale of informally sold apartments
on the basis of term payment in the construction
market through bank credit. This situation causes
an increase in tax revenues;

It leads to the financing of housing construction;

e It is possible to allocate quick mortgage loans to
the population in a simple manner.

This system can be implemented by commercial
banks on their own initiative without requiring spending
from the state budget, and after this system has proven
itself in practical terms, the state will introduce a
subsidy payment mechanism for bank deposits in order
to further expand the participants of this system and
increase the interest of the population in accumulating
their contributions for a longer period of time.
implementation will be appropriate.
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In short, this is a self-financing system, in which
only the state has to control housing prices and provide
incentives (subsidies) for the collection of contributions
from the population. That's the only way the residents
will deposit the funds for housing in the bank with
confidence for tomorrow.

Social rent system

Today's situation of some stratum of the
population in the society that needs social protection
does not have the ability to collect the initial
contribution for the purchase of housing and to pay the
loan payments. (Persons with disabilities, women in
critical situations, and people in critical situations who
have no other options)

Support for people belonging to this class is
based on the experience of foreign countries with
mature qualifications in order to provide them with
asylum, at the expense of the State budget.

it is considered appropriate to build houses and
introduce the system of providing them for social use.

Construction of social rental housing for the
population shows the real demand of the population for
housing in the society. That is, a real needy person
wants to have shelter even if he lives on rent. Currently,
not all families that receive housing on the basis of
subsidies paid from the state budget are families in
difficulty.

For example, when subsidized housing is
allocated in the regions:

housing price 300 million soums;
citizen contribution 15 million soums (5%)
monthly loan payment is 2,678,000 soums.

Not all families can afford the indicated fees.
Payment of 2.7 million soums per month should make
this family's monthly income at least 4.5-5 million
soums.

Monthly payments for social rent should be
around 300-500 thousand soums. This also regulates
the situation in today's rental market. It is necessary to
build at least 2,000 social rental housing units per year
from the state budget. As soon as this mechanism is
activated, the real situation begins to appear gradually,
such houses are inhabited by those who really need
shelter. In the following years, the size of the houses to
be built will be determined according to the demand of
the population.

People with a monthly income will be able to
accumulate contributions for years and get a home
through mortgage loans.

In conclusion, I would like to say that today our
country is using all opportunities to solve the housing
problem of our people, and a lot of work has been done
and is still going on. It is appropriate to introduce new
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types of mortgage lending mechanisms in order to
organize the started work more effectively and
efficiently.
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