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Abstract: Managerial decisions in commercial banks regarding
net interest income formation are considered as a key factor in the
processes of ensuring financial stability and profitability. However,
managerial decisions should consider more comprehensive factors,
not allowing too drastic increase for the tax burden of banks, or to
reduce the opportunity for dividends payment. The article discusses
the systemized management decision-making approaches of net
interest income under the specified limitations.
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Research objectives: the purpose of the research is to
substantiate the essential for making systemized managerial
decisions on net interest income of commercial banks.

Research novelty: presented approaches to systemized
managerial decisions on the formation of interest income, based on
limiting factors in commercial banks.
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Introduction

Managerial decisions on the formation of net interest income
have always been considered relevant for commercial banks.
Striving to increase profitability, commercial banks have always
pursued the growth of interest income and made managerial
decisions on this, particularly increasing the interest margin [2. p:
651]. However, we consider it necessary to emphasize that the
increase in net interest income is accompanied by a number of
restrictions set by commercial banks. Therefore, there is a essential
to make systemized management decisions regarding profit, which
will take into account the limitations presented by commercial banks
in terms of increasing the tax burden, ensuring stable financial
reserves, and defining the minimum obligations for paying
dividends [3, p:242].

Research results
In case of making managerial decisions on the formation of net

interest income, mainly commercial banks use profitability
indicators. In recent years, there has been a sharp increase in
profitability indicators (ROA, ROE) in RA commercial banks (see
chart 1). However, we believe that net interest income will also be
subject to systematic analysis.

When making managerial decisions on the formation of net
interest incomes of commercial banks, it is practically a problem to
carry out a systemized analysis [4, p: 61]. First of all, it is due to the
systemized presentation of financial information, such as, for
example, reports on the financial situation or financial results of
banks. As a rule, the following sequential steps are carried out
during the system analysis:
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Figure 1. The profitability trend of RA commercial banks [1]

Step one: the boundaries of the system and the financial
components included in it are determined.

Step two: the goals, according to which the adopted decisions
must be fulfilled, are presented.

Step three: the possibilities of achieving the set goals are
analyzed.

Step four: quantitative and qualitative analytical conclusions are
presented, which justify the realism of the decisions made.

Thus, the commercial bank presented a financial performance
with the following breakdown (million AMD):

Interest income 400
Interest expenses (250)
Net interest income 150
Operating expenses (50)
Taxable profit 100
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Corporate income tax (18%) (18)

Net profit 82
Dividends (52)
Residual profit 30

Based on the systematic reporting of financial results, a number
of financial ratios were calculated.

Profitability = net profit/ revenue = 82 / 400 = 0.205.

Profit divided by cost = operating profit / cost = 150 / 205 =
0.6.

Sustainable development = net profit / residual profit = 82/30 =
2.73.

Dividend compensation = net profit / dividends = 852/52 = 1.57.

Tax burden = profit tax / percentage yield = 18.400 = 0.045.

Overhead cost burden = overhead costs / operating profit = 50

/150 = 0.33.

Based on the calculated financial ratios, the commercial bank
sets a number of goals.

a/ to achieve an increase in profitability from 0.205 to 0.210 and
more,

b/ to achieve an increase in the cost ratio from 0.60 to 0.70 and
more,

¢/ revise the possibilities of sustainable development from 2.73
to 2.50,

d/ to increase the level of attractiveness of the share
environment from 1.57 to 1.70 or more,

e/ revise the tax burden from 0.045 to 0.06,

f/ revise the overhead cost burden from 0.033 to 0.30.
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In order to achieve the listed objectives, first of all, a decision is
made to review the range of possibilities for changing the income
in such a way as to overcome the target milestones. In order to
solve this problem, a system of inequalities is created, representing
the interest income (y) as an unknown.

[(y -250-50) x 0.82]/y > 0.2
(y - 250) / 250 > 0.7
[(y -250-50) x 0.82] / [(y -250-50) x 0.82 -52] < 2.5
[(y -250-50) x 0.82] /52 > 1.7
[(y -250-50) x 0.18] /y < 0.06
50 / (y - 250) <0.3

Based on above-mentioned inequalities, the following
acceptable ranges of net interest income of a commercial bank will
be obtained from the solution of the system, which take into account
the defined goals:

y > 403
y > 425
y > 406
y > 408
y <450
y <450

Therefore, in the reporting period, net interest income of
commercial banks should be in the range of 403-450 million AMD
in the case of the specified objectives.

It is possible to discuss the goals of commercial banks from a
different perspective of systemic analysis, if other qualitative
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characteristics are given to the existing structures. Thus, it is
decided to set the tax burden at 4.0%, and the profit from the sale
at 18%. In this case, denoting interest income by x, and interest
expenses by y, we will create a system of two unknown probability
systems.

(x —y —50) 0,82

= 0.18
X
—y—50)%0,18
-y ) = 0.04
X
x = 340 min AMD,
y = 216,2 min AMD:
Conclusion

In the process of planning of net interest income, commercial
banks should not focus on ensuring profitability only, but ought to
provide systemized solutions to this issue. In particular, in such a
case, it is necessary to target managerial decisions parallely with
cost-effectiveness of commercial banks' activities, the tax burden,
the oportunity for dividends paymants, as well as the potential of
sustainable financial development. Systemized assessments of that
incomes create an opportunity to make managerial decisions, which
simultaneously contribute to strengthening the competitive
positions of commercial banks in the financial market and consider
prospective developments caused by various factors.
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PULUGIP 2NRS SNUNUU3PL BLUUSh CUUUWLUMrY4UuD
LuNU4UAUHUL NPNSNRULEN

Ubtupny Ubkupnujwi
Cwjwuwnwup wdbphywu hwdwjuwpw, Yunwyjwpdwu
dwghuwnpnu, «Upwpwwy» pwiy

Pwuwih pwnbp - gnin tinynuwht lwdnin, swhniypwpbpnt-
pINtU, hwdwlwpgywd Ywnwywpswlwu npnanudubip, hwdw-
Ywpgwihtu $huwtuwlwu ybpndnipintu

2nuin nnynuwiht Glwdwnph dbwynpdwt gény wnlinpwiphu
pwuyh  Ywnwdwpswlwu npnondubpp wnwugpwihu  Gu
hwdwpynd htwtuwlywu Yuyniunygjwu b gwhnipwpbipnyejwu
wwwhndwu gnpdpupwgubtipnd: Uwlwju, wju ninnigjudp
Ywnwywpswlwu npnonwitubp Yuwywgubihu wbwnp £ wnwyb
pungpyniu gnpdnuubp hwodh wnubu' pny) stwing Yupnly
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wybjwgubiint  pwulbph hwpywihtu pbnp, Ywd udwqgbtigubint
owhwpwdhuutip hwwnlwgubiint huwpwynpnieyniuutipp: <nnyjw-
onwd putwnyynid Gu gniin inynuwjhtu Gludnp hwdwywpgywsd
Yuwnwlwpswlwu  npnanudubph Ywjwgdwu  dninbignudubpp’
Uwluwupqwé uwhdwuwthwynidubiph ywjdwuubpnud:

Cwhnyeh dtdnieintup wwuwynpbijhu wnlinpwihu pwuybipp
swhwnp £ obpnwnpnd Yuwwwpbu dhwju pwhnipwpbpnigjwu
wwwhnydwup, w)| fuunpptu wbwnp £ hwdwwpguwhu (nudnwdubin
wwt: Uwutwynpwwbiu, tdwtu ywpwgwind Yunwywnpswywu
npnonudubipt. wuhpwdbon £ gniquhbnwpwp phpwuwynpb
wnlwnpwihu  pwulbph gnpéniutingjwt  dwiuuwhwinnygh,
hwplwjpu ptinhu, swhwpwdhuubiph thnfjuhwwnnigdwu huwpw-
ynpnieyniutbphu, huswbu twb Pptwtuwlywu Yuyntu qupgug-
dwt ubipnwdhu: 2nn wninynuwihtu Glwdnunubiph hwdwywpgw-
Jhu guwhwwnnwubpp huwpwynpniginiu GU unbindnud hpwyw-
Uwgubint Junwywpswlwu npnonudubip, npnup dhwdwdwuwy
Uwywuwnnd U wnbwnpwiht pwuybph dpgwlygwihu nhppbpph
wdpwwundwup $huwtuwlwu ontyund b hwoyh GU wnunw
wmwppbip  gnpdnuutpny  wwjdwuwynpywd hGnwulwpwihu
qunqugntdubipp:
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