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ABSTRACT: This article analyzes the impact of monetary policy on the

export-import balance and the effectiveness of currency interventions. The study
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examines mechanisms in the foreign exchange market, the central bank’s currency
policy tools, and their role in economic growth and stabilizing the trade balance. It
Is found that managing the national currency exchange rate through currency
Interventions directly affects export and import volumes, thereby contributing to the
balancing of the external trade account. Furthermore, the article analyzes the
influence of monetary policy and currency interventions on economic stability in the
context of Uzbekistan and provides recommendations for improving effective
mechanisms. The findings contribute to enhancing the country’s financial policy
formulation and reducing volatility in the foreign exchange market.

AHHOTAIIHA: B oannoti cmamve aHaiu3upyemcs eiusiHue MOHemapHou
NOJIUMUKU Ha Oananc IKcnopma u umnopma, a maxoice BQbeeKmuGHOCI’I’Zb 6AIIOMHbBIX
uHmepeeHuuzZ. B uccneoosanuu paccmampuearonici MexXaHusmvbl HA 6AJIONMHOM
PbIHKE, UHCMPYMEHNbL BAIIOMHOU NOJIUMUKU UeHmpailbHoOcOo oanka u ux POJlb 6
IKOHOMUYECKOM pocme U cma6wzu3a14uu mopecoe0oco bananca. chanoeﬂeno, umo
ynpaejieHue Kypcom HaL!MOHaﬂbHOﬁ 6AJ1I0NMbl nocpeacmeoM 6AJIFOMHbLIX
uHmepeeHL;uﬁ oKassleaem npiamoe gozoelicmeue Ha 00vembl IKcnopma u umnopmda,
CHOCO6CI118y}Z 6a/zchup06Ke BHEUWIHeMOop20B0cO0 cHema. KpO]I/le moeco, 6 cmambve
anaausupyemcs 6jausiAHue MOHemapHOﬁ noaumuKku u eajilromHslx uHmepeeHL;mj HA
IKOHOMUYECKYIO CcmaouIbHOCMb 6 ycCiosusix Vsabexucmana u oaromcs
pekomendauuu no coeeputeHcmeo6aruo 3d)d)€l<mu6l-lblx MEXAHU3MOB. Pe3yﬂbmambz
UCCe008aHUsL CNOCOOCMBYIOM YAVHUEHUIO pa3paOOmKU (QUHAHCOBOU NOJUMUKU
CMmpaHdvl U CHUNCEHUIO 60J1AMUIbHOCMU HA 6AJIIONTHOM DbIHKE.

Keywords: monetary policy, export-import balance, currency interventions,
exchange rate, economic stability, foreign trade, financial policy, foreign exchange
market, economic growth

Knroueevie cnosa: MOHeEMApHAas nNoaumuKa, akcnopmﬂo—uMnopmezﬁ
6CZJZCZHC, 6AJIIOMHbLE UHmepeerHyuu, B8AIIOMHBIU Kypc, IKOHOMUUYeCcKaA
Cma5ujleOCWlb, BHEWLHAAL MOP2O6JIA, d)uHaHCOGCl}Z nojaumuka, BAIIOMHBIU POUIHOK,

DKOHOMUYECKULL pocm

INTRODUCTION
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The stability of the external trade balance and the national currency exchange
rate are crucial factors for the economy of any country. This is especially true for
countries with open economic systems, where managing the exchange rate and
maintaining external trade equilibrium through monetary policy are among the
primary objectives. Currency interventions practices whereby central banks buy or
sell the national currency in the foreign exchange market to influence its rate are one
of the widely used instruments in this process. This method serves to stabilize the
export-import balance, stimulate economic growth, and control inflation. For
Uzbekistan’s economy, changes in export and import volumes, as well as
fluctuations in the exchange rate, directly impact the country’s competitiveness and
external financial stability. Therefore, the impact, effectiveness, and potential of
monetary policy through currency interventions on these processes represent a
relevant topic for scientific research. This article examines the influence of monetary
policy and currency interventions on the export-import balance in the context of
Uzbekistan and analyzes ways to improve their effectiveness.

MAIN PART

The impact of monetary policy on the export-import balance can be
examined in two main directions: first, through the national currency exchange rate
affecting the competitiveness of goods and services in international markets; and
second, through currency interventions aimed at controlling market fluctuations. A
depreciation of the exchange rate stimulates exports because goods priced in the
national currency become cheaper in foreign markets. At the same time, the cost of
Imports rises, which supports domestic production. However, sharp exchange rate
fluctuations can increase domestic inflation risks and negatively affect economic
stability. Therefore, the central bank attempts to stabilize the exchange rate to some
extent through currency interventions. In the context of Uzbekistan, currency
interventions are primarily conducted to manage the exchange rate of the national
currency the som address imbalances in the external trade balance, and support the
domestic market. In recent years, the Central Bank of the Republic of Uzbekistan

has implemented several mechanisms to ensure stability in the foreign exchange
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market, including increasing foreign currency reserves, monitoring currency
purchase and sale operations, and automating cash transactions. Statistical data
Indicate that currency interventions have helped reduce sharp fluctuations in the
som’s exchange rate, stabilizing export volumes. At the same time, controls have
been established over import volumes, leading to a reduction in the negative
balances of the external trade account. However, effective management of these
processes requires the coordination of monetary policy instruments with fiscal
policy. To enhance the effectiveness of currency interventions, it is necessary to
further develop Uzbekistan’s foreign exchange market, increase liquidity, and
introduce new mechanisms aimed at reducing currency risks. Moreover, when
combined with strategies to diversify exports and develop import-substituting
production, monetary policy can achieve more effective results.

RESULTS

Data and statistical analyses obtained during the study indicate that the
implementation of monetary policy through currency interventions significantly
impacts Uzbekistan’s export-import balance. Exchange rate stability has positively
influenced the growth of export volumes, particularly in sectors such as cotton-
textile, chemical industry, and food products. Moreover, currency interventions have
helped timely control import volumes, protecting the domestic market and
optimizing foreign currency reserves. However, the effectiveness of currency
interventions depends on economic conditions, external factors, and the coordination
with fiscal policy. Artificially maintaining exchange rate stability over the long term
can increase inflationary pressures and cause instability in financial markets.
Therefore, conducting interventions regularly but moderately, alongside the
development of market mechanisms, is crucial.

DISCUSSION

In the context of Uzbekistan, managing the export-import balance through
monetary policy and currency interventions aligns with international experience. For
example, South Korea and Malaysia have successfully used currency interventions

to enhance export capacity and control inflation. Their experiences provide valuable
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directions for further improving Uzbekistan’s currency policy. Nevertheless,
excessive stabilization of the exchange rate can disrupt economic equilibrium.
Hence, strengthening market mechanisms, gradually increasing currency flexibility,
and continuous monitoring of macroeconomic indicators are necessary. Integrating
fiscal policy with monetary policy, diversifying exports, and developing domestic
production strategies significantly enhance the effectiveness of monetary policy.

ANALYSIS

The effectiveness of currency interventions was assessed by analyzing
economic indicators, particularly exchange rate fluctuations, and export and import
volumes. Statistical data showed that controlling the som exchange rate through
interventions positively affected export growth. For instance, between 2019 and
2023, during which the central bank actively conducted interventions, export
volumes increased on average by 7-9% annually, contributing to improving the
competitiveness of the national economy. Additionally, managing import volumes
helped protect the domestic market from unnecessary foreign currency outflows and
allowed for efficient management of currency reserves. However, the analysis
reveals that the effectiveness of currency interventions is fully realized only when
coordinated with fiscal policy and external economic strategies, rather than relying
solely on monetary policy tools. Inflation indicators, external threats, and global
market changes also play an important role in these processes. Therefore, monetary
policy and currency interventions must be continuously aligned with international
trends.

RelationshipBetween Inflation and Key Interest Rate: The graph shows
the dynamics of inflation rates and the Central Bank’s key interest rates from 2020
to 2024. In 2020, when inflation was high, the interest rate was kept at its maximum
level. In 2021, as inflation slightly decreased due to economic recovery, the interest
rate was gradually lowered. However, in 2022, currency liberalization and rising
external energy prices caused inflation to rise again, leading to an increase in the
interest rate. In 2023 and 2024, inflation declined and interest rates stabilized,

indicating economic stability.
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Core Inflation Trend: Core inflation has been maintained at a steady and
relatively low level, reflecting the effective management of monetary policy. This
ensures price stability without unexpected fluctuations in food and energy prices.

Economic Trends and Policy Integration: The table and charts
demonstrate that monetary policy and Central Bank decisions serve as effective tools
for controlling inflation. Interest rates are raised when inflationary pressure
Intensifies and lowered when economic activity slows down. This helps maintain
the proper macroeconomic balance in the economy.

Difference Between Expected and Observed Inflation: The 2024 forecast
indicates slightly higher inflation, which can be explained by external factors such
as global energy prices or geopolitical situations. Nevertheless, the Central Bank’s

efforts to stabilize inflation through interest rate control are evident.

Table 1.
Analysis of Inflation Rate, Core Inflation, and Central Bank Key

Interest Rate Dynamics along with Economic Trends in Uzbekistan (2020-
2024)!

2020 11.1 ~1.6 14.3 High inflation, Prices
strict monetary fluctuated due to
policy the pandemic;
the central bank
kept interest
rates high to

reduce

! Source: Official data of the Central Bank of the Republic of Uzbekistan, 2020-2024; information from news
portals Daryo.uz and Gazeta.uz; National Economic Monitoring Reports (2024 forecast).
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inflationary
pressure.
2021 114 - ~13 11.6 — 10.8  Slowing price Inflation began
10.0 growth, to decrease,
declining economic

Interest rates activity started
to recover;
monetary policy

was cautiously

eased.

2022 12.3 ~1.5 ~14.0 Currency Currency
liberalization,  market was
increased liberalized,
energy  price leading to
pressures greater

exchange rate
volatility; rising

energy  prices

intensified

inflationary

pressures.
2023 8.77 ~1.2 ~14.0 Significant The lowest
(unchanged) inflation inflation rate
decline, observed since

interest rates 2016, indicating

stabilized positive
economic
stability; central

bank policy
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remained
unchanged.
2024* 9.8 ~1.0 13.5 Slight interest Inflation
rate reduction, slightly above
prices forecast but
stabilizing price growth is

controlled via

monetary

policy;

economy

continues to

recover.

CONCLUSION
This study highlights the intricate relationship between monetary policy

Instruments particularly the Central Bank’s key interest rate and the dynamics of
inflation within the context of Uzbekistan’s evolving economy. The analysis of
2020-2024 data reveals that while tight monetary policy with elevated interest rates
has been effective in curbing runaway inflation during turbulent periods such as the
COVID-19 pandemic and the aftermath of currency liberalization, achieving a
balance remains challenging. The persistence of external shocks, including
fluctuations in global energy prices and geopolitical uncertainties, continues to exert
inflationary pressures that require agile policy responses. Furthermore, the findings
underscore the critical importance of maintaining a flexible yet proactive monetary
framework that adapts swiftly to domestic and international economic shifts.
Coordinated efforts between monetary authorities and fiscal policymakers are
essential to support sustainable economic growth without compromising price
stability. The gradual moderation of inflation alongside calibrated interest rate
adjustments in recent years exemplifies progress towards macroeconomic stability.
Going forward, Uzbekistan’s economic resilience will depend on the Central Bank’s
capacity to refine inflation targeting mechanisms, enhance market confidence, and
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foster a conducive environment for investment and production growth. Additionally,
strengthening data collection and forecasting capabilities will be vital to anticipate
Inflationary trends and implement preemptive measures. Ultimately, this balanced
approach will ensure the robustness of Uzbekistan’s financial system, safeguarding
the purchasing power of its citizens and underpinning long-term economic
development.
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