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FINANCIAL ANALYSIS 
 

A. Eligibility Criteria to Be a Participating Commercial Bank 
 
1. Commercial banks in Uzbekistan may apply to be a participating commercial bank (PCB) 
in the proposed Small Business and Entrepreneurship Development Project and enter into a 
subsidiary loan agreement with the Ministry of Finance and a project agreement with the Asian 
Development Bank (ADB) if they (i) meet ADB due diligence requirements on financial analysis, 
financial management systems, and integrity due diligence; (ii) meet ADB requirements for 
environmental and social management systems; (iii) are willing and able to service the growth of 
women’s small businesses and rural small businesses in line with the objectives of the project; 
(iv) comply with Central Bank of Uzbekistan (CBU) mandatory prudential standards and 
Uzbekistan’s laws and regulations on anti-money-laundering and combating the financing of 
terrorism; and (v) comply with the covenants of other ADB projects and programs in which they 
are engaged (if any.)  
 
2. ADB monitors each procurement and consultant selection and strengthens where 
needed the rules, procedures, and systems of borrowers and other parties to ADB projects. This 
helps ensure that ADB funds are not misused in money laundering or the financing of terrorism 
through fraudulent procurement, contracting, or accounting. Adequate due diligence should also 
ensure that integrity-related risks are addressed in the course of project processing. 
 
B. Selection Process  
 
3. The selection of potential PCBs has been undertaken in three phases. In the first phase, 
ADB compiled financial data on all commercial banks active in Uzbekistan.1 Financial data 
included six benchmark ratios: (i) a capital adequacy ratio not less than 12%, (ii) return on 
average assets not less than 1%, (iii) a loan–deposit ratio under 100%, (iv) a cost-to-income 
ratio under 75%, (v) nonperforming loans not exceeding 5%, and (vi) the maximum amount of 
risk on loans given to one insider not exceeding 25% of Tier 1 capital.2 The calculations of 
benchmark ratios align with International Financial Reporting Standards, and the capital 
adequacy ratio is calculated using a Basel-based methodology. In the second phase, ADB 
identified 11 banks that largely complied with benchmark ratios and invited them to confirm their 
interest in participating in the project and to provide financial data on benchmark ratios and the 
size and composition of their branch network. In the third phase, seven banks were requested to 
submit additional information, including more detailed financial information. During a fact-finding 
mission on 20–28 May 2013, five banks that responded to the request for additional information 
and largely complied with the benchmark ratios were reviewed in accordance with ADB 
requirements on financial analysis, assessment of financial management systems, and integrity 
due diligence. The banks provided information about their willingness and ability to grow and 
service women’s small businesses and rural small businesses. Two banks—Hamkorbank and 
Ipak Yuli Bank (IYB)—meet all eligibility criteria to participate in the project. It is anticipated that 
one more PCB will be added to the project, provided that project eligibility criteria have been 
confirmed as met. 
 
 

                                                           
1
  Sources for financial data include (i) Bankscope: comprehensive, global database of banks' financial statements, 

ratings and intelligence; (ii) reports from international rating agencies; and (iii) audited financial statements. 
2
  See loan and project agreements for financial covenants, available from Appendix 2 of the report and 

recommendation of the President. 
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C. Meeting Eligibility Criteria 
 
4. Hamkorbank and IYB provided ADB with completed ADB due diligence questionnaires 
along with other information requested by ADB to complete its financial analysis, assessment of 
financial management systems, and integrity due diligence.  

(i) Financial analysis. ADB is satisfied that Hamkorbank and IYB meet financial 
covenants as outlined in para. 3. Compliance with these ratios must continue to 
be met during project implementation.  

(ii) Assessment of financial management systems. Financial management 
assessments indicated that Hamkorbank and IYB prepare their financial 
statements in accordance with International Financial Reporting Standards, each 
bank has an internal audit unit with an independent reporting structure, financial 
statements are audited by reputable internationally affiliated audit firms, formal 
risk management units exist, capital adequacy ratios are above regulatory 
requirements, profitability ratios are reasonable, and net interest margins are 
adequate. Bank call reports submitted to the CBU show the banks in accordance 
with prudential and regulatory benchmarks as of 31 December 2012. These 
benchmarks relate to capital adequacy, liquidity, loan losses, open foreign 
currency positions, and other factors. Weaknesses were identified regarding 
internal audit, risk management, accounting, credit risk assessment and 
appraisal, and reconciliation of project accounts. 

(iii) Integrity due diligence. ADB is satisfied that Hamkorbank and IYB comply with 
ADB integrity due diligence requirements.  

 
5. An assessment will allow ADB to confirm that the existing environmental and social 
management systems of Hamkorbank and IYB are operating in accordance with the ADB 
Safeguards Policy Statement (2009) before any disbursement from the ADB loan account is 
made. ADB will provide additional capacity building workshops to Hamkorbank and IYB staff.  
 
6. Hamkorbank and IYB have confirmed their commitment to the project by describing how 
they will design and offer financial products and services that can sustainably grow loans to 
women’s small businesses and rural small businesses. For both banks, at least (i) 30% of loans 
under the project will be provided to women’s small businesses and (ii) 50% of loans will be to 
rural small businesses. 
 
7. The CBU has confirmed that Hamkorbank and IYB meet CBU mandatory prudential 
standards and Uzbekistan laws and regulations on anti-money-laundering and combating the 
financing of terrorism, as well as applicable CBU regulations.3 
 
8. Hamkorbank and IYB comply with the covenants of other ADB projects and programs in 
which they are participating.4 
 
 

                                                           
3
  The Law of the Republic of Uzbekistan of 26 August 2004 On Counteracting the Legalization of Proceeds from 

Crime and the Financing of Terrorism; Resolution of the Cabinet of Ministers of the Republic of Uzbekistan No. 27 
of 10 October 2009 On Improving Compliance with the Order to Provide Information Related to Counteracting the 
Legalization of Proceeds from Crime and the Financing of Terrorism; Regulation No. 2023 of 23 October 2009 On 
Commercial Bank Rules on Internal Control on Counteracting the Legalization of Proceeds from Crime and the 
Financing of Terrorism. 

4
  IYB and Hamkorbank are PCBs in the current Small and Microfinance Development Project. Hamkorbank is a PCB 

in the Trade Finance Facilitation Program. ADB has an equity investment of 13.56% in IYB. 



3 

D. Allocation of Funds 
 
9. The allocation of a financial intermediation loan of $50 million equivalent will be (i) $20 
million to Hamkorbank, (ii) $20 million to IYB, and (iii) $10 million to a potential third PCB.5 
 
E. Analysis of potential participating commercial banks 
 

1. Hamkorbank 
 
10. Hamkorbank is an open joint-stock commercial bank founded in 1991, formerly called 
JSCB Andijanbank. Based on year-end 2012 CBU data, it is ranked by assets as the 11th 
largest bank in Uzbekistan, with a market share of 2.0%. As of the end of 2012, Hamkorbank 
had 27 branches and 158 mini-banks operating in Uzbekistan. Moody’s has assigned 
Hamkorbank, as of the end of 2012, a long-term bank deposit rating (local currency) and outlook 
of B1 stable and a stand-alone bank financial strength and baseline credit rating of E+/b1 
stable. The International Finance Corporation has since 2010 held 14.2% of the bank’s shares. 
Ikram Ibragimov is the controlling shareholder in Hamkorbank, with direct control of 20.9% and 
indirect control of 30.7%. 
 
11. The capital adequacy ratio of 15.2% is above the regulatory minimum of 10.0% as 
required by the CBU, and above the ADB financial covenant requirement of 12.0%. Exposure to 
other financial institutions is moderate. At the end of 2012, interest-bearing deposits and 
placements with other banks, including placements with the CBU, represented 17.4% of total 
assets and 127.6% of tangible common equity. The growth rate of gross loans has averaged 
37.0% since 2010. Customer loans are balanced toward corporations, which account for over 
57.0% of the total portfolio. Loans to small and medium-sized enterprises (SMEs) were 19.44% 
of the total loan portfolio at the end of 2012. According to CBU data, at the end of 2012, 
microcredit loans made up 17.84% of the bank’s loan portfolio, which is 5.93% of all microcredit 
loans issued in Uzbekistan. The ratio of net loans to total assets ranged from 50.0% to 55.0% in 
2009–2012. Large borrower concentration was 14.4% at the end of 2012, an increase from 
13.3% at the end of 2011. Loans to related parties—supervisory council, senior management, 
large shareholders, and affiliates—are 0.4% of gross loans and less than 1.6% of tangible 
common equity as of the end of 2012, according to unaudited financial information provided 
during the due diligence process. As evidenced by its low 1.0% nonperforming loans, the bank 
has maintained a strong credit portfolio. Total commitments off-balance sheet have decreased 
since 2011, amounting to 6.3% of total assets at the end of 2012, down from 7.9% at the end of 
2011.  
 
12. Deposits are the bank’s primary funding source, making up 78.4% of the total as of the 
end of 2012, down from 79.1% a year earlier and 87.0% at the end of 2010. Hamkorbank has a 
countrywide branch network to maintain its deposit base. Liquidity risk arising from maturity 
mismatches is relatively low. Potential currency mismatch is limited. Liquidity pressure is eased 
by well-distributed loan maturity dates, as loans maturing in 1–5 years comprise 59.0% of the 
portfolio and those maturing in over 5 years amount to 16.1%. Fixed-rate loans comprise 97.5% 
of the loan book, and local currency loans 94.6%. The loan portfolio at the end of 2012 was 
concentrated primarily in industry, at 26.9%, and trade, at 29.4%. Customer deposits as a 
percentage of total funding declined by 8.6% from the end of 2010 to the end of 2012. The ratio 
of loans to customer deposits increased from 72.5% in 2010 to 86.3% in 2012. Secured 

                                                           
5
  Should the third bank not meet ADB requirements, the $10 million will be allocated equally to Ipak Yuli Bank and 

Hamkorbank. 
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deposits (savings plus time deposits) decreased to 54.1% since the end of 2011, when it was 
59.4%. Profitability is strong, with the return on average assets (ROAA) high at 3.9%, more than 
double the peer group average of 1.4% determined by Moody’s research in 2010. The ROAA 
has, however, declined from 4.2% in 2011. The bank’s net interest margin is healthy at 11.8%, 
more than double Moody’s peer group average of 5.0%. The bank’s return on average equity is 
high at 27.2%, more than 2.5 times Moody’s peer group average of 10.5%. Net income more 
than doubled from 17.4% in 2010 to 42.7% in 2011 before falling back to 21.5% in 2012.  
 

2. Ipak Yuli Bank 
 
13. IYB is an open joint-stock innovation commercial bank incorporated in Uzbekistan in 
1990. In June 2000, it was reregistered as a new legal entity under the same legal name 
following its merger with two joint-stock commercial banks, Umar and Namangan. Based on 
year-end 2012 CBU data it is ranked by assets as the 10th largest bank in Uzbekistan, with a 
market share of 2.4%. As of the end of 2012, IYB had 5 regional branches, 7 branches in 
Tashkent, and 71 micro outlets in Uzbekistan. Moody’s has, as of the end of 2012, assigned IYB 
a long-term bank deposit rating (local currency) and outlook of B2 stable and a stand-alone 
bank financial strength and baseline credit rating of E+/b2 stable. Among shareholders, 
government-controlled companies held 29.3% of authorized capital as of the end of 2011 and 
28.6% a year later. UzbekInvest, with which IYB has a very close relationship, has the largest 
block of shares, or 15.7%, and Kafolat, a government-owned insurance company, has 12.8%. 
 
14. The capital adequacy ratio is 15.9%, above the regulatory minimum of 10.0% and the 
ADB financial covenant requirement of 12.0%. IYB has moderate-to-high exposure to financial 
institutions. At the end of 2012, interest-bearing deposits and placements with other banks, 
including placements with the CBU, were 33.8% of total assets and 377.0% of tangible common 
equity. The growth rate of gross loans has fluctuated since 2010. The loan portfolio is 
concentrated in manufacturing, with 42.3% of the portfolio, and trade, with 35.1%. Loans to 
SMEs comprised 58.1% of the total loan portfolio at the end of 2012. According to CBU data, as 
of the end of 2012 microcredit loans made up 20.6% of the loan portfolio, which is 6.0% of all 
microcredit loans issued in Uzbekistan. Local currency loans are 89.1% of the loan book, and 
foreign currency 10.9%. The ratio of net loans to total assets has fluctuated from 33.4% at the 
end of 2010 to 40.4% at the end of 2011, sitting at 38.8% at the end of 2012. Large borrower 
concentration was reasonably high at 27.7% at the end of 2012. All top 20 borrowers are in the 
private sector. Loans to related parties such as the supervisory council, senior management, 
large shareholders, and affiliates were 2.3% of gross loans and 10.4% of tangible common 
equity at the end of 2012, according to unaudited financial information provided during due 
diligence. Nonperforming loans to gross loans was 4.3%. The bank has maintained a 
reasonable credit portfolio, with each of the past due thresholds set by the CBU. Off-balance 
sheet commitments are significant at 14.7% of the total assets at the end of 2012.  
 
15. IYB has a sufficient deposit base and adequate balance sheet liquidity. Deposits are the 
bank’s primary funding source, supplying up to 90.7% of funds at the end of 2012, up from 
89.6% at the end of 2011 but down from 91.1% at the end of 2010. Customer deposits as a 
percentage of total funding increased marginally by 1.1% from the end of 2011 to a year later. 
Liquidity risk arising from maturity mismatches is relatively low. Potential currency mismatch is 
limited. IYB has a limited branch network with which to maintain its deposit base. The ratio of 
loans to customer deposits decreased marginally from 52.7% in 2011 to 50.1% in 2012. Time 
and savings deposits account for 26.9% of customer deposits, with demand deposits making up 
the remaining 73.1% at the end of 2012. IYB has a low level of secured deposits, which may be 
cause for concern. IYB shows reasonable profitability. The ROAA is 2.6%, or better than the 
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peer group average of 1.4% based on Moody’s research in 2010. The bank’s net interest margin 
is 8.8%, higher than the Moody’s peer group average of 5.0%. The bank’s return on average 
equity is 27.2%, almost three times the Moody’s peer group average of 10.5%. The ROAA and 
the cost-to-income ratio are within the requirements of ADB loan covenants. The ROAA 
declined from 4.2% in 2011 to 3.9% in 2012. Net income has been growing somewhat 
erratically, more than doubling from 17.4% in 2010 to 42.7% in 2011 before falling back to 
21.5% in 2012. 
 
16. There is limited conflict of interest for ADB with respect to IYB following ADB’s equity 
investment in 2012 giving ADB a 13.6% share of IYB and an ADB officer appointed to its 
supervisory council. The potential for conflict of interest arises as the presence of an ADB officer 
on the supervisory council creates the perception of influence on a decision involving ADB, even 
though the officer is supposed to act in the best interest of IYB. The salary of the ADB officer is 
paid by ADB, which also conducts the individual’s performance review. The potential for conflict 
of interest arises as well if a decision on an ongoing or new ADB project depends on a vote at a 
shareholders' meeting and ADB votes on it as a shareholder. The mitigating factors for the 
project are that IYB is one of 2–3 potential PCBs selected based on a common set of due 
diligence and eligibility criteria, including CBU prudential regulatory requirements and 
confirmation by the government, and that ADB does not lend directly to IYB. The loan proceeds 
will be relent by the Ministry of Finance to the PCBs. There will be a project agreement between 
ADB and IYB on implementation matters. Based on corporate governance requirements under 
Uzbek joint stock company legislation and recent revisions to the IYB charter, ADB will not 
participate as a shareholder, and the ADB officer on IYB’s supervisory council will not 
participate in any decision on a transaction involving ADB. These revisions were discussed with 
IYB for the purposes of the project and in consultation with private sector operations 
department. The revised IYB charter has been approved by the IYB shareholders and 
registered by the CBU. 
 

Table 1: Key Financial Information 

Participating 
Commercial 
Banks 

Total 
Assets 

($ million) 

Loan 
Portfolio 

($ million) 

Microcredit in the 
Loan Portfolio, Based 

on CBU 2012 Data  

(%) 

Capital 
Adequacy 

Ratio
a
  

(%) 

Profitability 

($ million) 

Ranking 
in Sector 

by 
Assets 

Hamkorbank 364.59 203.40 17.84 15.22 12.09 10 
Ipak Yuli Bank 411.57 159.50 20.58 15.85 9.56 11 

CBU =Central Bank of Uzbekistan. 
a
 Calculations are based on International Financial Reporting Standards as reported in audited financial statements 

for 2012. 
Source: Asian Development Bank estimates. 

 
Table 2: Financial Covenants (%) 

No.  Asian Development Bank Financial Covenants 
Covenant 

Requirement 
Hamkor- 

bank 
Ipak Yuli 

Bank 

1 Capital adequacy ratio  Not less than 12.00 15.22 15.85 
2 Return on average assets ratio Not less than 1.00 3.85 2.61 
3 Ratio of nonperforming loans to all loans  Not exceeding 5.00 1.01 4.25 
4 Loan-to-deposit ratio Under 100.00 86.32 50.10 
5 Cost-to-income ratio  Under 75.00 71.73 69.14 
6 Maximum amount of risk on loans given to one insider Not exceeding 25.00 0.37 2.29 

Note: Calculations underpinning ratios 1, 2, 4 and 5 based on International Financial Reporting Standards as 
reported in audited financial statements for 2012. Capital ratios are calculated using a Basel-based 
methodology. Calculations underpinning ratios 3 and 6 based on due diligence questionnaires completed by the 
banks and based on national standards.  
Source: Asian Development Bank estimates. 


