
FINANCIAL ANALYSIS OF THE PARTICIPATING COMMERCIAL BANKS 
(Uzbekistan: Second Small and Microfinance Development Project) 

 
1. The Asian Development (ADB) has selected three participating commercial banks (PCBs) 
based on the following criteria: (i) financial soundness (solvency, liquidity, profitability, efficiency, and 
conservatism) throughout the implementation period;1 (ii) a proven track record in downscaled 
efficiency for microfinance intermediation under ADB or other development partner-led credit lines; (iii) 
a significant rural retail network; (iv) the ability and willingness to manage the exchange risk prudently; 
and (v) transparent corporate, financial, and management governance practices acceptable to ADB. 
Agrobank (with an allocation of $20 million), Hamkorbank (also with an allocation of $20 million), and 
Ipak Yuli Bank (with an allocation of $10 million) met ADB’s criteria and were selected.2 
 
A. Agrobank 
 
2. Agrobank is a universal commercial bank created in March 2009 through the absorption by 
Paktha Bank of Galla Bank’s agro-industry sector assets. Agrobank’s shares are listed on the Uzbek 
Stock Exchange. While Agrobank has 82,685 shareholders (64,080 individuals and 18,605 legal 
entities), the Ministry of Finance owned 25.1% of Agrobank’s shares and the Fund for Reconstruction 
and Development of Uzbekistan owned 23.7%, as of the end of 2009. Agrobank has 8.8% of banking 
sector assets in Uzbekistan as of December 2009. Agrobank has the largest branch network in 
Uzbekistan, with 185 branches, 486 mini-branches (located primarily in rural areas), and 184 cash 
point offices. In July 2009, Fitch Ratings confirmed Agrobank’s long-term issuer default rating (IDR) of 
“B,” with a “stable” outlook. The short-term IDR of “B” was also confirmed. 
 
3. By virtue of its extensive network in rural areas and its assigned role as the principal provider 
of credit to the agriculture sector, Agrobank is in a unique position in lending to the micro and small 
business sector of Uzbekistan. Credit to micro and small business enterprises by Agrobank increased 
from SUM39.3 billion at the end of 2008 to SUM66.0 billion at the end of 2009. This represents a 
conscious and successful diversification into micro and small enterprise (MSE) lending. Loans up to 
$20,000 totaled $42.7 million at the end of 2009, with an average loan size of $2,628 and an average 
tenor of 19 months. The majority (over 50%) of Agrobank’s MSE credit is sum denominated. 
Agrobank has also been an intermediary for funds from international financial institutions like ADB, 
World Bank, European Bank for Reconstruction and Development (EBRD), KfW, etc. and has 
successfully utilized those funds for lending to the MSE sector in Uzbekistan. Agrobank’s business 
model and MSE client profile are consistent with the objectives of the ADB loan. 
 
4. Agrobank’s credit and risk management practices are adequate. Its credit policy emphasizes 
credit principles and focuses on risk management. Its credit procedures have been consolidated into a 
new normative document that should ultimately constitute part of its new credit and risk management 
practices manual. This document provides comprehensive information on Agrobank’s entire portfolio, 
including records of borrowers, analysis of credit allocation by sector, as well as data and tools for 
strengthening credit recovery. With the assistance of consultants financed by World Bank, Agrobank 
prepared a new and revised real-time automated credit and risk management practices system. 
Agrobank was a participating commercial bank in ADB's earlier microfinance loan.3 
 

                                                 
1 For solvency, PCBs will be required to have a Basel I compliant capital adequacy ratio of not less than 12%. For 

profitability, they will have a return on assets ratio of not less than 1%. For liquidity, they will maintain a loan–deposit ratio 
of less than 100%. For efficiency, they will be required to have an intermediation cost ratio of under 15%. To be 
conservative, PCBs’ loan delinquency and write-off ratio shall not exceed 5%. 

2 This document is a resume of a more detailed analysis of the three participating commercial banks (PCBs), which is 
available upon request. 

3  ADB. 2002. Report and Recommendation of the President to the Board of Directors: Proposed Loan and Technical 
Assistance Grant to the Republic of Uzbekistan for the Small and Microfinance Development Project. Manila (Loan 1963-
UZB and TA 4021-UZB, approved on 9 December, for $20 million). 
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5. Agrobank’s financial statements are prepared in accordance with international financial 
reporting standards (IFRS) and were externally audited by Ernst and Young in accordance with 
international standards of auditing. The audit reports are unqualified. Agrobank’s 37-strong Internal 
Audit Department (IAD) reports to Agrobank’s Supervision Council and is closely overseen by the 
Supervision Council’s three-member Audit Committee during its annual inspection. IAD covers 
Agrobank’s head office departments and its 185 branches. Its internal audit manual is comprehensive 
and follows Regulation 571 of the Central Bank of Uzbekistan (CBU) for banks’ internal audit. 
Agrobank’s Supervision Council is answerable to its shareholders, whose resolutions are available on 
its website. Overall, Agrobank’s financial disclosure, external and internal audit, and corporate 
governance meet ADB requirements.  
 
6. As of 31 December 2008, 64.6% of Agrobank’s lending was to the agriculture sector. Lending 
to the cotton sector (42.5% of total portfolio) includes cotton cultivation as well as yarn manufacture 
and export financing for both raw cotton and yarn. Related-party loans comprised 26.3% of loans 
(170% of equity) as of 31 December 2008. Agrobank’s nonperforming loans (NPLs) have been 
consistently low in the last few years, although a slight increase was observed in 2008 and 2009—
NPLs constituted 1.2% of its total portfolio in 2009. Provisions for impairment are expected to reach 
1.3% of the loans as of the end of 2009 and to cover 105.8% of impaired loans (encompassing 
“substandard,” “doubtful,” and “loss” categories). This coverage of impaired loans by loan-loss 
provisions, although increasing when compared to the 2008 figure (76.5%), is yet to reach the 
coverage of years 2005–2007 (around 200%). It nonetheless remains consistent with accepted 
international practice. 
 
7. Agrobank’s assets grew from SUM355.3 billion in 2005 to SUM1,377.8 billion in 2009, at a 
compound growth rate of 40.3%. Analysis of Agrobank’s financial statements reveals that the 
institution is comfortably solvent, adequately liquid, and satisfactorily profitable. Its total capital 
adequacy ratio (CAR) as of 31 December 2009 is estimated to be 15.1%. Its loan to deposit ratio 
(LDR) has been maintained below 100% since 2005. Customer deposits rose from SUM186.2 billion 
in 2005 to SUM612.0 billion in 2008, reflecting Agrobank’s innovative deposit mobilization measures, 
particularly for low-cost deposits. Since 2005, its return on assets (ROA) has been higher than 1%. 
The share of the interest margin in total operational income has increased steadily from 42.6% in 
2005 to 60.3% in 2009. MSE lending has offered Agrobank an avenue to increase its interest margin 
comfortably. Its intermediation cost ratio has been decreasing, reaching 9.9% at the end of 2009, 
reflecting better control of administrative expenses and more efficient intermediation. 
 
B. Hamkorbank 
 
8. Hamkorbank was incorporated in Uzbekistan in 1991 in Andijan, Uzbekistan’s fourth largest 
city. Hamkorbank’s shares are listed on the Uzbek Stock Exchange. As of the end of 2009, 
Hamkorbank had 4,532 shareholders (1,210 corporate entities and 3,322 individuals). Hamkorbank is 
a leading privately owned commercial bank in Uzbekistan and the foremost in the Fergana Valley—
the country’s most densely populated region and a fertile region that specializes mainly in agricultural 
production such as cotton and related processing industries. Hamkorbank’s primary business 
comprises targeting micro, small, and medium-sized enterprises in offering the entire range of retail 
banking products. Hamkorbank has expanded its presence throughout the country, establishing 
branches and mini-banks in 11 out of the 14 regions. Currently, it has 26 full-service branches and 
119 mini-banks. At the end of 2009, Hamkorbank had an estimated 1.9% market share of banking 
sector assets, and 1.3% of capital stock. On 27 August 2009, Fitch Ratings affirmed Hamkorbank’s 
long-term IDR of “B,” with a “stable” outlook. The short-term IDR of “B” was also affirmed. 
 
9. Hamkorbank’s credit approval system is appropriate to its size and risk levels. Authority for 
loan approvals is delegated to branch-level credit committees and the head office credit committee. 
Each regional level branch has its lending limits set annually by the head office and approved by the 
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executive board. Lending authorities are based on market conditions, level of the unit’s lending 
expertise, and credit quality. 
 
10. In 2001, Hamkorbank was the first bank in Uzbekistan to start microfinance lending with the 
help of EBRD. Hamkorbank has gained rich experience in dealing with microcredit. As of the end of 
2009, Hamkorbank’s microcredit portfolio is about SUM56 billion and is highly concentrated in the 
Andijon region. Loans up to $20,000 totaled $29.3 million at the end of 2009, with an average loan 
size of $5,872 and an average tenor of 13 months. At the end of 2008, the share of US dollar-
denominated assets in Hamkorbank’s balance sheet was 29.5%, and the share of US dollar-
denominated loans in its total loan portfolio was 30%. Microcredit occupies a substantial share—about 
one-third of the entire portfolio. This is a substantial improvement, considering that the entire portfolio 
of Hamkorbank in 2005 was about SUM60 billion. It has been made possible by improving the 
institutional structure for microcredit, such as a competitive selection structure for microcredit staff, 
comprising a written test and interview. Since the activities of micro enterprises are relatively 
uncomplicated, less information is required for microcredit loans and they are simpler to process. Out 
of a total of about 7,500 borrowers under MSE assistance, more than 90% have loans below $10,000. 
Hamkorbank has been successful in attracting funding and receiving technical assistance for 
microfinance from external sources over the past several years from EBRD, the World Bank, and the 
International Finance Corporation. Hamkorbank’s MSE business model and client profile is consistent 
with ADB’s loan objectives. 
 
11. Hamkorbank’s financial statements are prepared according to IFRS and externally audited by 
Deloitte and Touche in accordance with international standards of auditing. The audit reports are 
unqualified. Hamkorbank’s 15-member Internal Audit Service, reorganized functionally under 
International Finance Corporation technical assistance, reports directly to Hamkorbank’s Supervision 
Board. Hamkorbank’s internal audit manual approved on 24 July 2009 consistent with CBU 
Regulation 573, and its internal audit order dated 12 June 2009, are comprehensive in their coverage 
of all of Hamkorbank operations. Hamkorbank has a separate Corporate Governance Administration 
answerable to its Supervisory Board, mandated to implement practices to (i) strengthen division of 
responsibility, (ii) maintain appropriate checks and balances, and (iii) follow transparent financial 
disclosures. Overall, Hamkorbank’s financial disclosure, external and internal audit, and corporate 
governance meet ADB requirements. 
 
12. Hamkorbank’s loan portfolio is fairly diversified, with around 25,000 borrowers. Its loan 
portfolio had been fairly concentrated in consumer lending, but has become more diversified over the 
past 2 years, and spread among individuals, manufacturing, and trade. Notwithstanding substantial 
growth in the loan portfolio over the past years, the level of NPLs had been declining since 2005 
(9.8%), reaching 3.8% of the loan portfolio in 2008. In 2009, NPLs increased to 6.0%. However, 
Hamkorbank’s delinquent loans were only 0.4% of its portfolio. Provisions for impairment accounted 
for 4.5% of gross loans as of the end of 2008 and covered 118.3% of impaired loans (encompassing 
substandard, doubtful, and loss categories). In 2009, the coverage of impaired loans by loan-loss 
provisions is expected to decrease to 79.4%. 
 
13. Analysis of Hamkorbank’s financial statements during 2005–2008 reveals that the institution is 
adequately solvent, reasonably liquid, and highly profitable and efficient. Hamkorbank’s assets grew 
from SUM60.8 billion in 2005 to SUM292.0 billion in December 2009 at an annual compound growth 
rate of 48.0%. Its total CAR as of 31 December 2009 is estimated to be 19.6%, with a tier 1 CAR of 
17.4%. Hamkorbank’s high CAR is attributable to its issue of SUM2 billion in equity shares in 2007 
and SUM4.85 billion in equity ordinary shares in 2009. Hamkorbank’s LDR has been maintained 
below 100% since 2006. Its customer deposits rose from SUM33.6 billion in 2005 to SUM173.2 billion 
in December 2009. This high customer deposit level is attributable to its ability to attract foreign 
currency time deposits, which on 31 December 2009 accounted for 32% of total deposits. Many of 
these deposits are from migrant workers. Since 2005, the bank’s ROA has been consistently higher 
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than 4%. Its interest margin increased substantially in absolute terms from SUM3.7 billion in 2005 to 
SUM16.5 billion in 2009, although it declined from 65.8% of its total operating income to 63.4% in the 
same period. Simultaneously, its fees and commissions income increased over fourfold in absolute 
terms from SUM4.9 billion in 2005 to SUM 23.6 billion in 2009, and relatively from 31.6% of its total 
operational income in 2005 to 35.0% in 2009 in the same period. The intermediation cost ratio has 
ranged from 10.8% to 12.6%. Hamkorbank’s high profitability is attributable to (i) high net interest 
margins on an increasing loan portfolio, and (ii) strong commission income received chiefly from 
processing of international remittances. Such a business model augurs well for Hamkorbank’s long-
term sustainable profitability. 
 
C. Ipak Yuli Bank 
 
14. Ipak Yuli Bank (IYB) is an open joint stock commercial bank incorporated in Uzbekistan in 
1990. It is currently (as of the end of 2009) owned by 852 shareholders (109 corporate entities and 
743 individuals), including government-affiliated companies (holding about 23.4% of the bank). IYB’s 
shares are listed on the Uzbek Stock Exchange. In its earlier years, IYB was primarily oriented toward 
lending to corporate clients. This strategy has evolved in recent years to include micro and small 
enterprises, and consumer lending. Today, IYB is a universal bank addressing multiple market 
segments. Its largest customer niche comprises rapidly growing small and medium-sized enterprises 
in Uzbekistan. These clients tend to view IYB as a stable, reliable bank because of its regional 
presence, high quality services, and availability of lending resources for private businesses and 
individuals. As of the end of 2009, IYB conducted its operations from a limited franchise (head office, 
seven branches, and 68 express centers). However, the bank intends to have an effective presence in 
all regions. At the end of December 2009, IYB had an estimated 2.7% market share of banking sector 
assets and 1.2% of capital stock. In August 2009, Fitch Ratings upgraded IYB’s long-term IDR to “B” 
from “CCC,” with a “stable” outlook. The short-term IDR was also upgraded from “C” to “B.” 
 
15. IYB loan officers carry out credit evaluations on potential borrowers and evaluate borrowers’ 
creditworthiness based on an internal rating system that assesses the borrower’s general financial 
and economic situation, including debt service coverage ratio, liquidity, profitability, turnover of 
working capital, and late payment statistics. All loans are to be approved by credit committees at 
branches. Credit committees implement the credit policy, approve credit limits for individual 
borrowers, set interest rates, develop standards for loan documentation, make decisions on how to 
deal with bad loans, and estimate the risk of the credit portfolio. There are credit committees and 
lending divisions both at the head office and at the branches. 
 
16. IYB’s management is highly committed to development of the microfinance and small and 
medium-sized enterprises lending programs. IYB has qualified personnel, including 44 loan experts, 
specifically trained for microfinancing. The IYB brand is well recognized and highly associated with 
microcredit products, which has been supported through marketing (especially advertising 
campaigns). Its current microfinancing procedures include a multilevel loan decision system that helps 
prevent delays in the approval and provision of loans. IYB offers a variety of microloan products, 
some of which are considered exclusive (e.g., part of the loan may be issued on Visa Classic or China 
Union Pay cards). As of the end of 2009, IYB’s microcredit portfolio is about SUM32.8 billion, highly 
concentrated in Tashkent region. Loans up to $20,000 totaled $14.2 million at the end of 2009, with 
an average loan size of $9,458 and an average tenor of 10 months. At the end of 2008, the share of 
US dollar-denominated assets in IYB’s balance sheet was 16.6%.4 IYB is a PCB of ADB’s Small and 
Microfinance Development Project (footnote 4), and is also benefiting from a KfW loan facility. Under 
this loan, IYB will make subloans up to $100,000 to microcredit organizations to widen its outreach to 
micro-borrowers at the lower end of its economic ladder. Overall, IYB’s business model—coupled with 
its projected inclusive client profile—is compatible with ADB’s loan objectives. 

                                                 
4 Considering IYB's US dollar-denominated liabilities, its net exposure to US dollar is less than 1%. 



 5

 
17. IYB’s financial statements are prepared according to IFRS and externally audited by 
PriceWaterhouseCoopers. Its audit reports were unqualified. IYB’s IAD, created in 2006, is 
answerable to its Supervision Council. The IAD’s coverage of its entire spectrum of head office and 
branches is adequate to its size and outreach. Its internal audit manual is consistent with the CBU’s 
Regulation 573. IYB’s Supervision Council is responsible for corporate governance in following the 
transparency of financial and management disclosure. The IAD reports to its Supervision Council on 
compliance of the bank’s various departments and branches with its corporate governance directives. 
Overall, IYB’s financial disclosure, external and internal audit, and corporate governance meet ADB 
requirements. 
 
18. IYB’s loan portfolio is highly concentrated on business clients, particularly in the trade and 
industry sectors. The share of loans to individuals has diminished significantly from 2006 (22%) to 
2009 (5%), reflecting the decline in the share of auto loans in the portfolio. Despite substantial growth 
over the last 4 years, the quality of IYB’s loan portfolio has remained high, with the percentage of 
NPLs, i.e., loans classified as substandard, doubtful or loss, being consistently below 3% of the 
portfolio—significantly lower than the average of the Uzbek banking sector. IYB’s provisions as a 
percentage of the NPLs have increased from 86.4% in 2005 to 225.1% in 2009 and represent 3.1% of 
the total loan portfolio. 
 
19. IYB’s assets grew from SUM72.0 billion in 2005 to SUM418.6 billion in December 2009 at an 
annual compound growth rate of 55.3%. Analysis of IYB’s financial statements during 2005–2009 
reveals that the institution is adequately solvent, highly liquid, and satisfactorily profitable. The total 
CAR as of 31 December 2009 was 14.2%. Its LDR has been maintained below 70% since 2005. Its 
customer deposits rose from SUM46.3 billion in 2005 to SUM261.8 billion in December 2009. Since 
2005, the bank’s ROA has been consistently higher than 1%. In 2005, its interest margin was 59.6% 
of its total operational income, which declined to 49.3% in 2009. Simultaneously, its fees and 
commission income increased from 33.8% of its operational income in 2005 to 43.1% in 2009. This 
changing income pattern reflects highly on IYB’s managerial talent in generating fee-based income, 
and augurs well for IYB’s future sustainable profitability. The intermediation cost ratio has ranged from 
8.1% to 10.2%. IYB’s satisfactory profitability is attributable to (i) comfortable net interest spreads, 
particularly for its small and microlending; and (ii) increasing net gains from fees and commissions, 
arising from the expansion of new products and services offered to customers, which compensates for 
the increase in administrative and other operating expenses. 
 

Table: Financial Ratios 

 

AB HB IYB AB HB IYB AB HB IYB AB HB IYB AB HB IYB
Loan to deposit ratio 62.5 123.6 65.2 72.3 91.0 45.2 85.1 87.9 51.4 94.7 84.3 44.4 90.1 88.4 57.9
Return on assets 1.5 3.8 2.0 1.1 5.9 1.5 1.7 5.0 2.2 1.0 4.3 1.8 1.6 4.4 2.1
Intermediation cost ratio 12.8 10.8 8.1 12.4 11.3 8.6 11.2 11.1 9.1 11.1 12.6 10.2 9.9 11.4 9.7
Capital adequacy ratio 23.4 27.0 10.0 15.9 26.2 13.0 16.5 15.5 12.5 14.3 15.8 12.7 15.1 19.6 14.2
Loan deliquency ratio 0.7 0.8 0.5 0.3 0.6 0.3 0.0 0.8 0.1 0.0 0.3 0.0 n.a. 0.4 0.1

Source: Agrobank, Hamkorbank, and Ipak Yuli Bank.

Ratio 2009a

a Unaudited and based on national accounting rules.

2005 2006 2007 2008

AB = Agrobank, HB = Hamkorbank, IYB = Ipak Yuli Bank.

 


