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The banking system occupies the largest place in the economic development of the
country. Well-functioning banking system leads to the establishment of a healthy and
progressive economic environment in the country. In turn, the existence of a healthy banking
system largely depends on central bank regulations. This is also the framework for responsible

lending to individuals.

The jointly initiated changes of the National Bank and the Government of Georgia,
which were included in the lending rules and legislation, aimed to solve such a substantial
problem in the country as surplus. The country faced a surplus problems slowly and gradually,
after the rate of lending to households had increased significantly in recent years. At the same
time, the irresponsible approach of financial institutions while issuing loans has put many
people on the black list of "Credit Info". One of the main reasons for this problem was the
wrong attitude of commercial banks and microfinance organizations towards their borrowers
- a large part of the loans were issued without surveying the income of the population, which,

of course, increased the risk of insolvency of the borrower.

For solving the issue, the state and the central bank have developed a number of
changes aimed to promote the stable functioning of the country's financial system and to

encourage sound lending in order to overcome the problem of surplus.

The aim of the MA thesis was to analyze the results of the banking regulations of the
National Bank. For this purpose,secondary studies and data were processed and

analyzed,which ultimately made it possible to study the issue mentioned above.

Finally, the new lending framework initiated by the National Bank of Georgia has
brought both,positive and negative results for individuals. For instance, the issue of excessive
debt remained unresolved,but the regulator's expectations regarding the currency ratio of
loans issued were met. Restrictions increased the demand for loans in the national currency,

while in foreign currency- decreased.
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The paper reviews the 2019 regulations of the National Bank on lending to individuals
and analyzes the results of their implementation. The paper also reviews the effective steps
taken by the government and the central bank addressing the problem and The existence of
the problem of larization in the country and the experience of other goverments in solving
this problem are discussed as well. In addition, The paper discusses the assessment of the
situation in the country in terms of household lending before the introduction of the lending
framework and new regulations for individuals that last for more than a year — it is interesting

to see the result of the new restrictions over 5 quarters.
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