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Background 

 

Presidential elections took place on October 30, 2011, and President Atambaev was 

inaugurated on December 1, 2011. The new four-party government that was formed in 

December 2011 attaches a high priority to establishing a business environment conducive to 

investment and private-sector-led growth.   

 

In 2011, the Kyrgyz Republic’s economy grew by close to 6 percent, supported by robust 

domestic demand and strong exports and remittances. Headline inflation decelerated sharply, 

but core inflation remains elevated. Strong revenue collection, coupled with contained 

expenditures, led to a lower-than-programmed fiscal deficit in 2011. High growth in 

remittances—resulting from strong growth in the country’s main economic partners, Russia 

and Kazakhstan—and favorable prices for gold exports contributed to a narrowing of the 

current account deficit. Financial stability indicators have improved, but vulnerabilities 

remain. 

 

Looking ahead, an expected economic slowdown in the Russia and Kazakhstan is likely to 

weigh on growth, but the outlook is generally positive. Growth is projected at 5 percent in 

2012, and prudent fiscal and monetary policies, in accordance with the ECF arrangement, 

will help contain inflation to 8 percent this year. Over the medium term, growth is projected 

to increase to 5.5 percent in line with a gradual global recovery and helped by strong private-

sector credit growth. Ongoing structural reforms geared toward enhancing the business 

environment and strengthening public financial management and the financial sector will 

also be critical in sustaining strong growth. 

 

Role of the IMF  

 

The IMF, in conjunction with the World Bank and the Asian Development Bank, has played 

a leading role in helping the Kyrgyz Republic respond to the challenges it faced in the 

aftermath of political unrest in April 2010 and the outbreak of ethnic conflict in the south in 

June 2010. In September 2010, the IMF Executive Board approved a disbursement under the 

Rapid Credit Facility in support of the authorities’ emergency economic program to meet the 

Current IMF-Supported Program: On April 27, 2012, the IMF Executive Board 

completed the second review under the three-year, US$103.1 million Extended Credit 

Facility (ECF) that was approved on June 20, 2011. Approval of the review makes 

US$14.7 million available to the Kyrgyz Republic, bringing total disbursements under the 

arrangement to US$44.2 million.  
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immediate challenges in the aftermath of the crisis. Strong adherence to the policies agreed 

under a three-year ECF that was approved by the IMF Executive Board in June 2011 has 

played a pivotal role in achieving post-conflict economic recovery and macroeconomic 

stabilization. 

 

The ECF draws from the authorities’ priorities and supports their efforts to restore 

macroeconomic stability, rebuild policy buffers, promote inclusive growth in a low-inflation 

environment, achieve medium-term fiscal consolidation, address weaknesses in the financial 

sector, bolster reserves, and catalyze critical donor support. The Kyrgyz authorities are also 

benefitting from technical assistance from the IMF and the donor community in the areas of 

public financial management, tax policy and administration, and financial sector issues. 

 

The Challenges Ahead 

 

Significant immediate and medium-term challenges remain. Better governance and 

institutions are essential for continued strong economic performance and inclusive private 

sector-led growth over the medium term. The Kyrgyz economy remains vulnerable to 

external shocks, including adverse terms-of-trade shocks and the impact of a global downturn 

on remittances. In addition, any delays in accessing the anticipated high-grade zone could 

result in significantly lower gold output. 




