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ABSTRACT
This article analyzes the volume of secondary trading in government securities
by years and periods. Problems related to the development of government securities in
our country are also described. At the same time, conclusions on the analysis of the
government securities market are presented.
Keywords: government securities, secondary market, government debt, stock
market turnover.

JABJIAT KUMMATJIM KOFO3JIAP BO30OPUHM CAB/IO AMJIAHMACH
TAXJIWJINA

Py3ukyinoB Aopumymun Kyccam yrim
TomkeHT gaBIaT UKTUCOAUET YHUBEPCUTETH
“Momnus’ xadenpacu TaAKUKOTUYHNCH

AHHOTAITHA

Yoy maxonaoa oasnam Kummamuu K02031ap UKKUIAMYU CABOO XANCMU UULLAD
6a myooamaap Kecumuoa maxaun xuauunead. lllynuneoexk, mamaaxamumuzoacu
0asnam KUMMAmIU KOO3NAPUHU PUBONCIAHMUPULL OULAH OOSTUK MYyamMmonap 0aéH
smunean. Llly 6unan 6upea, oasram KuMMamiu Ko2o3nap 6030pu maxauiu oOyuuua
Xynocanap maxKoum dMuieaH.

Kanum cyznap: oaénam Kummamnu Ko2031apu, UKKUIAM4u 6030p, 0aeram uiku
Kap3u, KUMMamiu Ko2031ap O030punu cagoo auiaHmacu

AHAJIN3 TOPI'OBOI'O OBOPOTA PBIHKA I'OCYJAPCTBEHHBIX
HEHHbBIX BYMATI
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Py3ukysaoB AonumymuH Kyccam y¥iam
TamkeHTCKUI rocy1apCTBEHHbBIN YKOHOMUYECKUM YHUBEPCUTET
couckarenb kadenpsl “OuHaHCH”

AHHOTAITHA

B oOaunoii  cmamve  anmanuzupyemcs  obvem  8MOPUUHBIX  MOP2O8
20CYO0apCMEEeHHLIMU YEHHbIMU Oymazamu no 2odam u nepuodam. Taxoice onucamvl
npobnemvl, C6A3aHHbIe C Pa3sumuemM 20CyOapCmEeHHbIX YEHHbIX Oymae 6 Hauell
cmpane. Bmecme ¢ mem npedcmasienst 8616006l NO AHANU3Y PLIHKA 20CYOAPCIMBEHHbIX
YeHHbIX Oymae.

Knioueevie cnosa: cocyoapcmeennvie yenHvie Oymazu, 6MOPUYHDBIL PbIHOK,
20CY0apCcmeenHblll BHYMPEHHULL 0012, 000pom PoHO0B8020 PbIHKA.

INTRODUCTION

At the present time, our country is implementing a number of measures to
develop the government bond market. In particular, after a long suspension, the practice
of issuing government bonds to finance and diversify the state budget deficit from non-
inflationary sources and develop domestic capital markets was resumed in December
2018.

In recent years, the Ministry of Finance has mainly issued government bonds
and expanded its participation in the debt market, extended the maturity of the
government securities market in order to adapt to market requirements, and formed
measures to build the skills of market participants by announcing the schedule of
government securities auctions in advance.

LITERATURE REVIEW ON THE SUBJECT

Many authors such as Guseva [.A. "Financial markets and institutions" (2017),
Ershov M.V,, Tanasova A.S., Tatuzov V.Yu. "Some trends of the global financial system
in 2016" (2017), N.I. Berezov "Securities Market" (2018), Bhattacharyay, B. "Bond
market development in Asia: An empirical analysis of majordeterminants (ADBI
Working Paper 300)" (2011), Dvoreskaya A.E. "Resources of the capital market as a
source of financing of the real sector of economy" (2007) and others, many authors
have studied the topic of the government bond market in different conditions.

RESEARCH METHODOLOGY
The research methodology consists in analyzing the state of the government
bond market in the secondary securities market and analyzing the trends of their growth

411


http://sjifactor.com/passport.php?id=22323
https://t.me/openidea_uz

Innovative Development in Educational Activities ISSN: 2181-3523 VOLUME 2 | ISSUE 24 | 2023

Scientific Journal Impact Factor (SJIF): 5.938 http://sjifactor.com/passport.php?id=22323

and decline. In our study we analyzed the trading volume in the secondary market of
government securities (GS) and the growth of the share of medium- and long-term
securities.

ANALYSIS AND RESULTS

The experience of Turkey, Poland and Hungary has also been studied in order to
diversify government bonds and issue new types of bonds and ensure that these bonds
are linked to inflation. In recent years, in order to develop the government bond market,
a schedule of auctions has been developed by the U.S. Treasury consultant, the Central
Bank, the Republican Currency Exchange and the Ministry of Finance, and auctions
are held on the basis of this schedule®.

Today, the Government of the Republic of Uzbekistan is taking a number of
measures to develop the government bond market. In particular, in the Decree of the
President of the Republic of Uzbekistan dated April 13,2021 Ne PF-6207 "On measures
for further development of the capital market", in the Decree of the President of the
Republic of Uzbekistan PQ-90 dated January 17, 2022 "On additional measures to
introduce effective mechanisms to support the capital market", and in the Decree of the
President of the Republic of Uzbekistan dated September 4, 2023 Ne PQ-91 "On
additional measures to develop the secondary market of government bonds, to attract
the necessary funds for the development of the state securities market".

Namely, providing program links for brokers to participate in the implementation
of secondary trading between professional participants and investors organizing
trading in the government securities market, increasing the number of investors in the
market as a result of the implementation of the standard of developed countries in the
development of secondary trading in government bonds, expanding the number of
investors buying government bonds, bring the term of interest payments on government
securities to the international standards of developed countries, increasing the number
of investors in the market as a result of the implementation of the standard of developed
countries in the development of secondary trading in government securities, and
increasing the number of investors in the market.

As a result, the number of government bond auctions and the volume of
government bond sales increased significantly in 2018-2022. Nevertheless, the fact that
secondary trading of government bonds in our country is practically undeveloped is the
reason for the insufficient expansion of the foreign and local investor base. Also, the

! https://api.mf.uz/media/document_files/Final
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low level of sales of medium- and short-term government bonds (GS-government
securities) in the government securities market leads to the underdevelopment of the
secondary market of government securities, and the inability of the government to issue
long-term instruments with low risk leads to the inability to attract other professional
capital market participants. Today the issue of five- and ten-year GS in our country
testifies that the benchmark has been created.

It should be emphasized that in order to develop the GS market, on April 27,
2021 at the electronic trading at the Currency Exchange of the Republic of Uzbekistan
for the first time 5-year and 10-year GS were issued in circulation for the first time on
January 25, 2022. The weighted average yields of these GS amounted to 12.65 and 15
percent, respectively, and the benchmark was created for the 5- and 10-year periods®.
This, in turn, contributes to the diversification of the sovereign debt portfolio. It will
also reduce the risks associated with the national currency, thereby contributing to the
development of the domestic capital market.

Currently, the development of the government bond market is trending upwards.
One of the main reasons for this is that the issuance of government bonds to cover the
government budget deficit is developing on a large scale. In particular, the state budget
deficit of the republican budget balances at the beginning of 2018 in the amount of
44,939.4 million soums, was covered by 592,156.1 million soums received by the
Ministry of Finance in December 20182 as a result of placement of securities of
commercial banks. It can be seen that in the country the instrument of government
bonds is widely used to cover the state budget deficit.

Also, if we pay attention to public debt, we can see that in 2022, public debt
amounted to 36.4 percent of GDP, of which public external debt amounted to 25.9
billion dollars. Specifically, within the public debt, domestic debt reached 3.3 billion
dollars. This in turn shows that it amounted to 4.1 percent of GDP. It also shows an
increase of 599.4 million dollars compared to 20213, The bulk of the government’s
domestic debt is made up of funds raised from the issuance of government bonds. The
trading cycle of the government bond market over the last five years can be seen in the
table below (Figure 1).

! https://api.mf.uz/media/document_files/Final_Kanuran _Goszopu_cratucrtuka | spum_ ik 2022 3 g83rgHT.pdf
2 http://www.ach.gov.uz/uploads/c043ae40-b240-75¢5-61ec-e4d9echadd16.pdf
3 https://api.mf.uz/media/document_files/DB_2022_uzb_4hPh46F.pdf
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Figure 1
Government bond market trading turnover (trillion UZS)*
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The data of Figure 1 demonstrate that in 2018, 0.57 trillion soums were sold in
the government bond market through 3 auctions, and in 2019, 1.55 trillion soums of
government bonds were sold through 15 electronic auctions. We can see that there is
still a high demand for financial instruments with minimal risk in the national currency.
In turn, we see that government bonds are viewed by capital market participants as
highly liquid and reliable investment instruments.

In particular, we see that in 2020 the government bond market turnover reached
5.02 trillion soums, while in 2021 it decreased to 4.87 trillion soums. We also see that
in 2021, 64 electronic auctions were held, and in 2020, 22 electronic auctions were
held. In particular, in 2021, the realization of government bonds amounted to 13.63
trillion soums, 81 electronic auctions were held. Also in 2022, government bonds with
a circulation term of 6 months amounted to 5.937 billion soums, while government
bonds with a circulation term of 1-3 years amounted to 6.431 billion soums and
government bonds with a circulation term of 5-10 years amounted to 1 billion 260.0
billion soums.

The issue of medium-term and long-term government bonds serves as a
benchmark for raising funds by issuing low-risk instruments in the national currency.
This creates a basis for diversification of financial instruments and attraction of new
participants (insurance companies, etc.) to the financial market. It should be noted that
in order to diversify the portfolio of government debt and reduce currency risks, the
Ministry of Finance is increasing the volume of government bond issuance and taking

! Prepared by the author on the basis of information from the Ministry of Economy and Finance of the Republic of
Uzbekistan.
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systemic measures to develop domestic financial markets. In 2022, 3154.5 billion
soums with circulation term of 3-6 months and 2176.7 billion soums with circulation
term of 1-3 years were repaid. As a result, as of January 1, 2023, the debt balance
amounted to 13.0 trillion soums.

It can be seen that the share of predominantly short-term government bonds in
the government bond market remains high. Placement of the government bond market
by duration you can see in the table below (Figure 2).

Figure 2
Placement of government bonds by their terms of redemption’
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As can be seen from the data in Figure 2, in 2018, government bonds with a
maturity of 3-6 months accounted for 31 percent, namely 184.12 billion soums. It can
also be seen that 9-18-month GS accounted for 34 percent and reached 205.78 billion
soums. Meanwhile, 1.5-10-year government bonds accounted for 35 percent and
amounted to 206 billion soums. In particular, the placement of 3-6-month government
bonds in 2022 amounted to 44 percent, namely 5997.34 billion soums. It can also be
seen that 9-18-month government bonds reached 3075.5 billion soums. In general, in
recent years, much attention has been paid to the development of government bond
market.

It should be noted that since October 5, 2022, mobile application "UZCE mobile
GB" developed by Currency Market Of The Republic Of Uzbekistan has been launched
in this market, and through this software it became possible to conduct transactions

! Prepared by the author on the basis of information from the Ministry of Economy and Finance of the Republic of
Uzbekistan.
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with government securities remotely. In addition to conducting remote trades, users of
the application had the opportunity to familiarize themselves with various information,
including news of the GS market, as well as for further activation and improvement of
trading processes in the GS market. On November 1, 2022, the European Bank for
Reconstruction and Development as a foreign investor concluded agreements on
purchase of GS through Asaka Bank JSC for the first time at the auction of Currency
market of the Republic of Uzbekistan. During the II International Economic Forum,
held in Samarkand on November 3-4, 2022, the Ministry of Finance of the Republic of
Uzbekistan, the Central Bank and 9 commercial banks signed agreements on
performing the duties of primary dealer in the GS market. On October 29, 2022 within
the framework of GS between primary dealers on the platform of Currency market of
the Republic of Uzbekistan the first auction on placement was held. The number of GS
put up for auction amounted to 560 thousand units. Besides, on December 20, 2022 the
Ministry of Finance placed GS for the first time for target financing of infrastructure
development on the Currency market of The Republic of Uzbekistan trade floor.

During the auction were placed GS with a circulation term of 5 years in the
amount of 149.7 billion soums, the average weighted yield amounted to 18.08% per
annum. In general, securities worth 87.29 trillion soums were placed in the GS market
during the reporting period, which is 3.5 times more than the indicator of 2021 (24.85
trillion soums).

CONCLUSIONS

Based on the data analyzed above, we have come to the following conclusions.

First, it is necessary to simplify the trading procedure for foreign investors in the
government bond market and create an opportunity for foreign investors to carry out
primary dealer activities in the government bond market.

Secondly, it is necessary to improve the quality of financial and investment
instruments, because without them one cannot expect to increase the investment
attractiveness of the domestic stock market.

Third, the share of mainly short-term government bonds in the government
securities market remains high. On the other hand, there is still a high demand for
financial instruments with minimal risk in the national currency in the country.

Fourthly, the development of the government bond market is trending from year
to year. The main reasons for this include the fact that the issuance of government
bonds is developing on a large scale and government bond instruments are widely used
to cover the state budget deficit.
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