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ECONOMIC ANALYSIS 
 
A. The Economy 

 
1. Structure and macroeconomic trends. High global prices for the country’s key export 
commodities (natural gas, gold and cotton) and large public investment supported Uzbekistan’s 
economic growth during 2000–2015, when its gross domestic product (GDP) growth averaged 
8% annually. GDP per capita increased from $558 in 2000 to $2,036 in 2014, and the poverty 
rate declined from 27.0% in 2000 to 13.7% in 2015. The industry-based growth strategy 
adopted in the early 2000s has shifted the structure of the country’s GDP from agriculture to an 
industry-based economy. From 2000 to 2015, (i) the share of the agriculture sector decreased 
from 30% of GDP to 17%, (ii) the share of the industry sector increased from 14% of GDP to 
24%, and (iii) the share of the service sector increased from 44% of GDP to 53%. The structure 
of exports also changed drastically during 2000–2015, with the share of agricultural exports 
(mainly cotton) declining from 45% to about 10% over this period. Exports of minerals (gas, 
gold, and chemicals) and manufacturing products (automobiles and textiles) now constitute two-
thirds of the country’s exports. The government has pursued a protectionist industrialization 
policy, (i) shielding industries from foreign competition; (ii) providing directed and subsidized 
lending; and (iii) enforcing a tightly administered foreign exchange policy, which has resulted in 
an overvalued exchange rate. 

 
2. Uzbekistan is exposed to external shocks, particularly demand for its main export 
commodities and the economic performance of its key trade partners: the Russian Federation, 
the People’s Republic of China, and Kazakhstan. The economic contraction in the Russian 
Federation in 2014–2015 reduced trade and remittances, and caused a rapid appreciation in the 
local currency—the sum—against the Russian ruble, thereby affecting the price competitiveness 
of Uzbek exports to the Russian Federation. In response, the government has expanded public 
investment and bank lending to sustain domestic demand. In industry, the state-led 
modernization program has boosted production of machinery, textiles, construction materials, 
and foodstuffs. Surging demand in private consumption has led to 14% growth in the service 
sector in 2015. As a result of the deteriorating external environment, GDP growth is expected to 
moderate to 6.9% in 2016 and 7.3% in 2017.1 

 
Table 1: Uzbekistan Economic Indicators, 2011–2015 

Item 2011 2012 2013 2014 2015
a
 

GDP at current prices (SUM trillion)  77.7  96.6  120.9  144.9  171.4 
GDP ($ billion) 45.4 51.2 57.7 62.7 66.6 
Real GDP growth (%) 8.3 8.2 8.0 8.1 8.0 
Inflation, annual average (%) 12.4  11.9  11.7  9.1  8.5 
Current account balance (% of GDP) 5.8 1.2 1.6 1.4 0.3 
Exchange rate, average ($1–SUM) 1,710.9 1,885.4 2,095.4 2,311.2 2,573.5 

GDP = gross domestic product. 
a Preliminary. 
Source: Government of Uzbekistan, State Committee of the Republic of Uzbekistan on Statistics. 

 
3. Exports declined by 6.8% in 2015 compared to 2014, reflecting weaker external demand 
for key commodities. Increased exports of food, chemicals, and gas did not offset the drop in 
exports of cars, other machinery, and cotton. Imports declined by 1.2%.2 As a result, the current 
account balance declined to 0.3% of GDP in 2015 from 5.8% of GDP in 2011. Remittances 
dropped sharply from $6.6 billion in 2013 to $2.3 billion in 2015. Uzbekistan has a very 
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restrictive trade policy. Tariff and nontariff barriers restrict imports to capital goods for 
infrastructure projects, which prevents the import of essential raw materials and equipment 
required by many small businesses. 
     
4. The government enforces tight foreign exchange controls to (i) minimize capital outflows, 
restricting imports to support local manufacturing; and (ii) limit Uzbekistan’s exposure to the 
volatility of the global economy. The Central Bank of Uzbekistan (CBU) manages the exchange 
rate as a crawling peg to the United States (US) dollar. The CBU depreciated the sum by an 
annual average of 10% during 2011–2015, irrespective of the steep currency depreciation of its 
main trading partners.3 This undermined Uzbekistan’s competitiveness in these markets. To 
contain further erosion of its current account surplus, the CBU has tightened foreign exchange 
controls, which resulted in a parallel market exchange rate of double the official rate in 2015.4 
The CBU controls the availability of foreign exchange by requiring cotton and gold exporters to 
surrender 100% (and other exporters 50%) of foreign currency revenues at the official exchange 
rate. The CBU restricts imports by limiting the availability of foreign currency at the official rate 
and delaying the conversion to 1 year. In addition, cash circulation is restricted by requiring 
businesses to deposit cash balances above established thresholds in local currency accounts 
on a daily basis. When requesting cash withdrawals, businesses face additional fees and delays 
of at least 1 week. These restrictive foreign currency and cash regulations substantially hamper 
business transactions and the performance of the banking sector in serving the economy. 
 
5. The CBU conducts monetary policy in line with inflationary targets. To attract term 
deposits, the CBU imposes the following reserve requirements for commercial banks: (i) 15.0% 
for deposits of up to 1 year, (ii) 12.0% for deposits with a term of 1–3 years, and (iii) 10.5% for 
deposits with a term exceeding 3 years. To manage commercial bank liquidity more efficiently, 
in 2009 the CBU shortened the settlement period of compulsory reserves from 1 month to 14 
days. To stimulate investments, the CBU reduced its refinancing rate from 12% in 2013 to 9% in 
January 2015. 
 
6. Poverty. Despite a reduction in poverty from 27.5% to 13.7% during 2000–2015, 
Uzbekistan’s growth policy has not fully supported an inclusive development. A 1% increase in 
per capita GDP led to a 0.6% reduction in poverty in Uzbekistan, which is substantially below 
the 3% average of all developing countries globally. Strong growth led by capital intensive 
industries in 2000-2015 has not produced enough jobs for Uzbekistan’s fast-growing population. 
This is exacerbated by the increased number of labor migrants, which has doubled to 2 million 
during 2000-2015. 
 
7. Rural economy and agriculture. About 49% of Uzbekistan’s 31 million people live in 
rural areas and depend on agriculture and related activities for their livelihoods. Following the 
government’s adoption of an industry-based growth strategy in the early 2000s, the agriculture 
sector’s share of GDP declined from 30% in 2000 to 17% in 2015 (para. 1). The rural poverty 
headcount ratio remained high at 17.3% compared with the urban poverty headcount ratio of 
10.6% in 2015. During 2015, 98% of the agriculture output was produced by small businesses. 
Sanctions imposed by the European Union and United States of America on the Russian 
Federation provide export opportunities for Uzbek farmers. Improving value-added processing, 
storage, transport, and other related services in the farm-to-market chain requires investments 
that improve both productivity and quality. However, the availability of affordable finance is a 
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critical constraint, as only less than 9% of total small business loans by Uzbek banks are 
extended to agricultural enterprises. 
 
B. Finance Sector 

8. Finance sector assets totaled 43% of GDP in 2015. The finance sector includes 26 
commercial banks, 27 microcredit organizations, 43 pawnshops, and 66 leasing companies. Of 
the commercial banks, 3 are fully state-owned, 10 are majority state-owned, 8 are fully private, 
and 5 have foreign shareholding. There is also a stock exchange, which is insignificant for the 
sector. 
 
9. The banking subsector represents 94% of finance sector assets. It is dominated by eight 
majority state-owned banks that control 75% of banking system assets. The banking system’s 
assets represented 41% of GDP in 2015. From 2011 to 2015, bank credit to the private sector 
grew at average annual rate of 28.5%. Two-thirds of total bank credit is provided to large state-
owned enterprises. Despite significant progress achieved in improving small businesses’ access 
to finance in 2010-2015, the share of bank credit to small businesses remains very low; only 
28.3% of total bank credit was loaned to small businesses in 2015. The average bank loan tenor 
is 17 months, which is much shorter than the 30-month average among Central Asian peers; 
this reflects Uzbek banks’ limited access to longer-term funding.5 
 
10. Uzbekistan’s finance sector depth, measured as private credit to GDP, is not as deep as 
its regional peers (Table 2). The efficiency of financial intermediation is also low, with higher 
lending–deposit rate spreads. In contrast, the system’s stability, as measured by Z-score, is the 
highest among its peers given the government’s strong support of state-owned banks. 
 
Table 2: Financial System Development Characteristics in Selected Countries, 2008–2010 

(Average) 
 Indicator Armenia Georgia Kazakhstan Kyrgyz 

Republic 
Russian 

Federation 
Ukraine Uzbekistan 

Depth  
 

Private 
credit to 
GDP (%)  

20 31 46 46 41 66 20 

Access 
 

Bank 
accounts 
per 1,000 
adults  

524 653 903 163 G 3,176 909 

Efficiency 
  

Lending–
deposit 
spread (%) 

10.3 13.7 G 20.8 6.0 6.7 10.0 

Stability Z-scorea 16.3 6.7 4.3 17.2 18.1 6.3 
 

65.8 
 

G = not available, GDP = gross domestic product.  
a  Z-score means distance to default measured as the weighted average of banks. A higher Z-score means a higher distance to 

default. 
Source: M. Cihak et al. 2012. Benchmarking Financial Systems around the World. Policy Research Working Paper Series. No. 
6175. Washington, DC: World Bank. 

 
11. The loan-to-deposit ratio grew from 90% in 2011–2012 to 120% in 2013–2015, indicating 
that domestic deposit mobilization trails loan growth and has further tightened bank liquidity. 
Domestic deposits fund 60% of bank liabilities. Deposits made by state-owned enterprises 
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represented 87% of deposits made in 2015, while retail deposits from individuals represented 
the remaining 13% of deposits.6 The financial system displays significant dollarization. In 2015, 
foreign exchange loans represented 40% of loans made to export-oriented state-owned entities. 
Foreign currency-denominated deposits accounted for approximately 30% of deposits in 2015, 
and, as noted, were largely made by state-owned corporates. A 2014 survey revealed that 40% 
of the adult population had an account in a formal financial institution, but only 2% of the 
interviewed persons reported that they saved at financial institutions.7 This reflects low public 
confidence in the banking sector. 
 
12.  Uzbek banks reported adequate profitability, with return on average assets averaging 
2% during 2011–2015. However, profitability is clouded by low levels of reported nonperforming 
loans (NPLs) and related low loan loss provisions. Fee income, mainly from remittances (which 
substantially declined in 2015 compared with a previous year), still constituted a large portion 
(32%) of operating revenues in 2015. However, lending margins are constrained by the CBU-
imposed low interest rates to state-owned enterprises of an average of 3.5% compared to 5%–
6% in other Central Asian countries. In addition banks are required to hold sizeable reserves 
with the CBU at zero interest. The sector’s return on average equity ranged from 13% to 15% 
during 2011–2015. 
 
13. The CBU reports that the banking sector has excellent asset quality, with an NPL ratio of 
only 1% in 2015, far below other banking systems in the region. However, the official statistics 
on NPLs should be treated with caution for the following reason: as restructuring of doubtful 
exposures is common practice, the classification of NPLs is not disclosed, and underwriting 
standards are considered low by international standards. Moody’s Investor Service estimates 
that the bank NPL ratio ranges from 6%–7% and that the loan loss provisions cover only 50%–
60% of classified problem loans (footnote 8). Asset classification and provisioning in line with 
international standards would require a significant increase in provisions. As a result, bank 
profitability and capital adequacy of Uzbek banks may be overstated. Asset quality may 
deteriorate in 2016–2017 under the current adverse economic scenario. The prevailing short 
foreign exchange open positions of banks, directed lending, unsatisfactory corporate 
governance, and low financial transparency of state-owned corporate clients create significant 
risks for banks, especially majority state-owned banks that have the largest exposures to state- 
owned enterprises. 

 
14. During 2012–2015, average capital adequacy measured in accordance with Basel I, 
which accounts only for credit risk, ranged from 23.6% to 24.3%. However, the introduction of 
Basel III capital adequacy and full compliance with it by 2019 will entail a liquidity coverage ratio 
and capital charges for operational and market risk. This will likely require banks to raise 
substantial additional capital. 
 

Table 3: Banking Sector Key Indicators 
Item 2011 2012 2013 2014 2015 CAGR 

(%) 
Total assets (SUM billion) 27,453 35,744 42,967 52,100 65,200 24.1 
Total deposits (SUM billion) 17,352 22,822 21,835 27,835 35,625 19.7 
Total loans (SUM billion) 15,651 20,392 26,530 33,534 42,685 28.5 
- loans to enterprises 14,120 18,205 23,405 28,716 36,213  
- loans to individuals 1,531 2,187 3,125 4,818 6,472  
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Item 2011 2012 2013 2014 2015 CAGR 
(%) 

Nonbank deposits (SUM billion) G G 21,835 27,836 36,625 29.5 
Bank ROAA (%) 1.6 1.7 1.7 1.8 G  
Bank ROAE (%) 12.9 15.8 15.0 14.0 G  
Net interest margin (%) 3.6 3.4 3.3 3.7 G  

Dollarization of loans (%) G G 39.5 36.7 40.0  

Dollarization of liabilities (%) 38.0 38.2 39.1 49.0 G  
NPLs to capital (%) G G 3.9 4.0 4.9  
NPLs to gross loans (%), CBU 0.1 0.1 0.8 0.8 0.9  
Total assets (% of GDP) 35.3 37.0 36.1 37.4 40.8  
Total deposits (% of GDP)  22.3 23.6 18.6 19.9 22.2  
Total loans (% of GDP) 20.1 21.1 22.2 24.0 24.9  
GDP (current prices, SUM billion) 77,752 96,589 120,861 144,867 171,369  
G = not available, CAGR = compound annual growth rate, CBU = Central Bank of Uzbekistan, GDP = gross domestic product, 
NPL = nonperforming loan, ROAA = return on average assets, ROAE = return on average equity. 
Sources: Central Bank of Uzbekistan, State Committee of the Republic of Uzbekistan on Statistics; Moody’s Investors Service. 
2015. Banking System Outlook: Uzbekistan. London. 

 
15. Regulatory forbearance of the CBU, especially towards state-owned banks, undermines 
equal treatment among Uzbek banks. Also, regulations related to capital adequacy, risk 
management, and corporate governance and disclosure are below international standards. The 
CBU is taking steps to improve transparency and accountability of banks’ supervisory boards by 
(i) enhancing disclosure requirements, and (ii) strengthening boards through (a) fit and proper 
tests of board members and (b) professionally staffed board committees. 


