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Changing Financial Market in Mongolia

SURUGA Terukazu”

Abstract

Mongolia officially declared the transition to a market economy in 1990 and also
conducted several policies on financial market such as the separation of the central
bank and commercial banks, the founding of a stock exchange market, the introduction
of floating foreign exchange rate system, etc. Since the banks inherited the portfolio
from the State Bank and lacked banking skills, they produced a lot of nonperforming
loans. Because of this problem, many banks including large ones were closed in 1996
and from 1998 to 2000. The Mongolian financial market has such problems as the
small amount of savings, the smaller amount of lending by banks as compared to the
savings, the large differences of the interest rates between deposits and loans and the
high loan interest rate. Accordingly the function of financial intermediation does not
work well nor supports the private companies efficiently.

Recently, we can however find new movements. The amount of private deposits
has been increasing after the decrease in bad loans. In addition, two major state
owned banks were sold to foreign companies. These movements are expected to
make banks efficient, decline the loan rate and promote the lending to the private

sectors.
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