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  RISK ASSESSMENT AND RISK MANAGEMENT PLAN 
 

Risk Description  Risk 
Assessment  

Mitigation Measures or Risk Management 
Plan 

Macroeconomic  

Moderated economic activity reduces 
small businesses’ debt service 
capacity 

Medium PFIs carefully underwrite their lending to 
help their clients achieve adequate debt 
service capacity. 

Depreciation of the sum against the 
US dollar adversely affects PFIs’ credit 
risk profile and subborrowers’ debt 
service capacity 

Medium PFIs have asset–liability management 
systems in place, periodically conduct stress 
testing, and adjust lending policies as 
necessary. PFIs follow prudent lending 
policies, taking into account the cost 
increase of devaluation on the 
subborrowers’ debt service capacity. 

Governance   

Weak governance and corruption in 
Uzbekistan increase the costs of doing 
business and constrain small business 
development  

Medium Good governance is an important objective 
of the government’s development strategy 
for 2016–2020. The government has 
toughened responsibility of government 
agencies for unnecessary checks and 
monitoring of small businesses. Of the four 
PFIs that ADB selected, two have significant 
ownership by international financial 
institutions: Hamkorbank by the International 
Finance Corporation and the Netherlands 
Development Finance Company, and Ipak 
Yuli Bank by ADB. Board representation of 
these international financial institutions 
helps maintain and improve corporate 
governance standards of these PFIs. All 
PFIs have successfully passed integrity 
diligence, including anti-money laundering 
and combating terrorism financing, 
underscoring ADB’s comfort with their 
adequate corporate governance practices. 
Corruption risk is being controlled through 
the PFIs’ strong internal control systems, 
which are independent from government 
influence, as none of PFIs have significant 
government ownership.   

Regulatory   

Increased risk provisions and 
anticipated challenges of banks related 
to adoption of Basel III’s capital 
adequacy requirement may require 
substantial investments and capital to 
maintain compliance with prudential 
limits 

Medium Banking PFIs will conduct stress testing and 
implement internal capital adequacy 
assessment programs. Banking PFIs will 
raise capital as required. 

Business 
Credit risk incurred by PFIs 

Medium PFIs were selected based on their excellent 
past financial track record, including their 
prudent management of credit risk in micro 
and small business lending. The TA will 
further assist PFIs in better credit risk 
management.  
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Financial management assessment of 
PFIs revealed issues related to (i) lack 
of sufficient professionally qualified 
accounting staff, (ii) lack of experience 
in the application of IFRS, and (iii) lack 
of sufficient trainings in risk 
management and accounting 

Medium PFIs have developed a time-bound action 
plan, agreed with ADB, to address the 
financial management-related issues, 
including hiring qualified accounting staff 
with IFRS knowledge and conducting 
regular training. 

PFIs lack capacity to increase 
outreach to rural and women’s small 
businesses 
 

Medium 
 

The TA will help strengthen the capacity of 
PFIs to increase outreach by adopting 
mobile loan application systems and 
developing new products for targeted 
beneficiaries. PFIs are expanding e-banking 
services and regional branch networks.  

Subborrowers’ lack of entrepreneurial 
skills and financial literacy hinders 
small business development 

Medium The TA will support PFIs to educate 
subborrowers on financial literacy, business 
planning, and management. 

Government-subsidized lending 
programs result in an insufficient 
demand for credit at market rates 

Medium  PFIs have confirmed strong demand for 
market-based loans and estimated demand 
for eligible loans to be in excess of $464 
million by 2021. 

Overall Medium  
ADB = Asian Development Bank, IFRS = international financial reporting standards, PFI = participating financial 
institution, TA = technical assistance, US = United States. 
Source: Asian Development Bank. 
 

 


