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Abstract: This article provides an in-depth analysis of the transformation of monetary policy in
the Republic of Uzbekistan and its role in ensuring macroeconomic stability. The study examines
the shift from administratively regulated monetary mechanisms to market-based instruments,
with particular emphasis on the gradual adoption of inflation targeting and the strengthening of
central bank independence. Exchange rate liberalization, interest rate transmission mechanisms,
and financial sector development are assessed as key determinants of monetary policy
effectiveness.
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Annotatsiya: Ushbu maqolada O‘zbekiston Respublikasida monetar siyosatning so‘nggi
yillardagi transformatsiyasi, uning institutsional asoslari va makroiqtisodiy barqarorlikni
ta’minlashdagi o‘rni chuqur tahlil qilinadi. Tadqiqotda monetar siyosatning bozor
mexanizmlariga o‘tishi, inflyatsiyani targetlash rejimining bosqichma-bosqich joriy etilishi
hamda Markaziy bank mustaqilligining kuchaytirilishi masalalari yoritilgan. Valyuta kursining
liberallashuvi, foiz stavkalari orqali ta’sir mexanizmi va moliya sektorining rivojlanish darajasi
monetar siyosat samaradorligiga ta’sir etuvchi muhim omillar sifatida baholanadi.

Kalit so‘zlar: monetar siyosat, inflyatsiyani targetlash, Markaziy bank, foiz stavkasi, valyuta
kursi, makroiqtisodiy barqarorlik, moliya sektori.

AHHOTanusi: B crarbe mpOBOAMTCS KOMIUICKCHBIM aHAIN3 SBOJIOIMU JCHEKHO-KPEAUTHON
noiauTuku B PecriyOnmke Y30ekuctan u €€ 3HaYCHHS IS 00€CIeYeHUs] MaKpOIKOHOMHYECKOU
crabuiabHOCTH. PaccmarpuBaeTcs mepexo] OT aJIMHHHUCTPATHBHBIX METOJIOB PEryJIMPOBAHUS K
PBIHOYHBIM HHCTPYMCHTaM IIGHG)KHO-erI[HTHOfI IMMOJIMTUKH, a TaKKC IIO3TAITHOC BHCAPCHUC
pexxuma TapretupoBaHus MHGAIMH. Oco0oe BHUMaHUE YJENSeTcsl BOIPOcaM HE3aBUCUMOCTH
LenrpanpHoro  OaHka, JuOepanu3ali  BaJIOTHOTO Kypca ©  (DYHKIMOHUPOBAHHS
TPaHCMHUCCHOHHOTO MEXaHN3Ma JICHE)KHO-KPETUTHON TIOIUTHKH.

KuioueBble ci10Ba: JeHEKHO-KpEeIUTHAS MOJIUTUKA, TapreTupoBanue undmsuu, LlenTpanpHbiii
0aHK, BAJIFOTHBIN KypC, MPOIICHTHAS CTaBKA, MAaKPOIKOHOMHUYECKAsl CTAOMIBHOCTh, (PHMHAHCOBAS
cucrema.
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Monetary policy plays a central role in ensuring macroeconomic stability, controlling inflation,
and fostering sustainable economic growth. In the Republic of Uzbekistan, monetary policy has
undergone significant transformation over the past decade, reflecting the country’s transition toward a
market-oriented economy and deeper integration into the global financial system. These reforms have
reshaped the institutional framework of monetary regulation and strengthened the role of the Central
Bank in maintaining price stability and financial sector resilience.

Main part

The evolution of monetary policy in Uzbekistan is closely linked to broader economic
liberalization reforms. Historically, monetary regulation was characterized by administrative controls,
limited exchange rate flexibility, and constrained monetary instruments. However, as structural
reforms accelerated, the need for a modern, market-based monetary policy framework became
increasingly evident. This shift was driven by rising inflationary pressures, expanding private sector
activity, and growing openness to international trade and capital flows.

A pivotal element of Uzbekistan’s monetary policy reform has been the transition toward
inflation targeting as a strategic objective. The Central Bank of the Republic of Uzbekistan has
gradually moved from direct monetary controls to indirect instruments, such as policy interest rates,
open market operations, and reserve requirements. This transition reflects an institutional commitment
to anchoring inflation expectations and enhancing policy transparency. By signaling its policy
intentions through interest rate decisions, the Central Bank aims to influence economic agents’
behavior and stabilize price dynamics over the medium term.

Exchange rate liberalization has also played a crucial role in shaping monetary policy
effectiveness. The move toward a more flexible exchange rate regime has allowed the national
currency to better reflect market fundamentals, improving external competitiveness and reducing
distortions in resource allocation. At the same time, exchange rate flexibility has increased the
importance of monetary policy credibility, as fluctuations in the currency directly affect inflation
through import prices. This has necessitated closer coordination between monetary policy actions and
macroprudential regulation.

The transmission mechanism of monetary policy in Uzbekistan continues to evolve alongside
financial sector development. While the interest rate channel has gained importance, its effectiveness
remains influenced by factors such as banking sector concentration, credit risk perceptions, and the
level of financial inclusion. The dominance of the banking system in financial intermediation means
that credit availability and lending rates play a decisive role in transmitting monetary impulses to the
real economy. Consequently, reforms aimed at strengthening bank capitalization, improving risk
management, and fostering competition are integral to enhancing monetary policy outcomes.

Institutional independence of the Central Bank constitutes another critical dimension of
monetary policy effectiveness. Legal and operational reforms have sought to reinforce the autonomy of
the Central Bank in pursuing price stability, reducing fiscal dominance, and limiting political
interference in monetary decision-making. Greater independence enhances policy credibility and helps
anchor inflation expectations, which is particularly important in an economy undergoing rapid
structural change.

Despite notable progress, Uzbekistan’s monetary policy faces several ongoing challenges.
Structural inflationary pressures, driven by administered price adjustments, supply-side constraints,
and external shocks, complicate short-term policy calibration. Additionally, high dollarization levels
and inflation expectations inherited from past instability can weaken the responsiveness of economic
agents to monetary signals. Addressing these challenges requires not only prudent monetary tightening
or easing but also complementary fiscal discipline and structural reforms.

The digitalization of financial services presents new opportunities and challenges for monetary
policy implementation. The expansion of digital payments, fintech solutions, and non-cash transactions
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enhances monetary control and data availability, allowing for more accurate policy analysis. At the
same time, rapid financial innovation necessitates adaptive regulatory frameworks to safeguard
financial stability and ensure effective policy transmission.

In conclusion, monetary policy in the Republic of Uzbekistan has entered a new phase
characterized by institutional modernization, increased transparency, and a stronger focus on price
stability. The transition toward market-based instruments and inflation targeting reflects a strategic
response to the demands of a transforming economy. While challenges related to structural inflation,
financial depth, and external vulnerability persist, continued reforms aimed at strengthening
institutional credibility and policy coordination are essential. A well-designed and consistently
implemented monetary policy will remain a key pillar in achieving long-term economic stability,
sustainable growth, and enhanced investor confidence in Uzbekistan’s evolving economic landscape.

The transformation of monetary policy in the Republic of Uzbekistan reflects a broader shift
toward market-based economic governance and macroeconomic discipline. As the country continues
its transition from administratively regulated mechanisms to modern monetary frameworks, the role of
the Central Bank has evolved from direct control to strategic regulation aimed at maintaining price
stability and fostering financial sector resilience. This transformation underscores the growing
recognition that effective monetary policy is essential not only for controlling inflation but also for
supporting sustainable and inclusive economic growth.

The gradual adoption of inflation targeting principles has strengthened the transparency and
predictability of monetary policy. By relying on interest rate instruments and market signals, the
Central Bank has enhanced its ability to influence inflation expectations and guide economic behavior.
This shift has contributed to greater policy credibility, which is particularly important in an economy
undergoing structural adjustments and facing external vulnerabilities. Anchored inflation expectations,
in turn, reduce uncertainty for investors and households, facilitating long-term planning and capital
formation.

Nevertheless, the effectiveness of monetary policy in Uzbekistan remains closely tied to the
depth and stability of the financial system. Structural features such as banking sector dominance,
limited capital market development, and varying levels of financial inclusion continue to shape the
monetary transmission mechanism. Strengthening competition in the banking sector, improving credit
allocation efficiency, and expanding access to financial services are therefore critical for enhancing the
impact of monetary policy on the real economy.

Conclusion

Macroeconomic coordination also emerges as a decisive factor in achieving monetary policy
objectives. Without fiscal discipline and structural reforms, monetary measures alone cannot fully
address inflationary pressures or ensure macroeconomic stability. Coordinated policy efforts that align
monetary, fiscal, and structural strategies are essential for mitigating supply-side constraints, managing
exchange rate pass-through effects, and reducing vulnerabilities to external shocks.

Furthermore, the increasing digitalization of the financial sector offers both opportunities and
responsibilities for monetary authorities. Digital payment systems and financial technologies can
enhance policy implementation, improve data accuracy, and reduce transaction costs. At the same time,
they require adaptive regulatory frameworks to prevent systemic risks and maintain financial stability.
Effectively integrating digital innovation into monetary policy design will be a key determinant of
future policy success.

In conclusion, Uzbekistan’s monetary policy framework has made significant progress toward
international best practices, yet its long-term effectiveness will depend on sustained institutional
strengthening, policy consistency, and adaptive governance. By reinforcing central bank independence,
deepening financial markets, and enhancing policy coordination, Uzbekistan can further improve the
credibility and efficiency of its monetary policy. Such progress will not only stabilize inflation but also
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create a macroeconomic environment conducive to investment, innovation, and long-term economic

development.
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