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1. Sector Performance, Problems, and Opportunities  
 

1. Finance sector. The finance sector in Uzbekistan is relatively underdeveloped, although 
some of the basic elements of a market-based financial sector are in place. The domestic capital 
market is small and illiquid. Debt securities are not being actively used to attract long-term 
investments to finance activities of domestic financial institutions and corporate entities. Similarly, 
the pension and insurance industries are at an early development stage.   
 
2. Banks dominate the finance sector, accounting for over 95% of the total sector by assets. 
Total assets of the country’s 29 commercial banks increased by 98.2% in 2017 and 28.7% in 
2018, reaching SUM214.4 trillion by the end of 2018.1 The total capital of all banks showed a 
similar growth trajectory, increasing by 130.2% in 2017 and 29.0% in 2018, and reaching 
SUM26.7 trillion by the end of 2018; the total loan portfolio grew by 110% in 2017 and 51% in 
2018. Before the foreign currency regime liberalization in 2017, the government injected additional 
capital of $670 million into majority state-owned or controlled banks in 2017. Despite the 
significant devaluation of the national currency, the banking sector remains stable (Table 1). A 
Fitch Ratings report indicates that the banking sector poses limited near-term risks to financial 
stability and the sovereign balance sheet. The main risks are the dominance of state-owned banks 
(SOBs), whose assets are concentrated and largely exposed to public sector entities.2 Moreover, 
the government-owned Uzbekistan Fund for Reconstruction and Development (UFRD) channels 
low-interest rate loans to state-owned enterprises (SOEs) and strategic projects through the 
SOBs. While capitalization levels are adequate and nonperforming loans are low compared with 
regional peers, the rapid growth in credit to the economy (mostly in the form of funding to state-
directed investments) creates moderate macroprudential risks. 

 
Table 1: Financial Soundness Indicators of the Banking Sector, 2016–2019 

(%) 
Indicator 2016 2017    2018 2019 

Regulatory capital to risk-weighted assets 14.7 18.8 15.6 
 

15.3 

Regulatory tier 1 capital to risk-weighted assets 12.5 16.5 14.3 
 

12.8 

Nonperforming loans net of provisions to capital 2.2 2.9 4.3 
 

5.0 

Nonperforming loans to total gross loans 0.7 1.2 1.3 
 

1.5 

Return on assets 2.0 1.9 2.0 
 

2.0 

Return on equity 17.9 17.1 16.2 
 

16.7 

Source: Central Bank of Uzbekistan. 
 

3. The banking sector is dominated by 13 majority state-owned or controlled banks 
accounting for over 86% of total assets, 89% of all loans, 81% of total capital, and 72% of all 

                                                           
1  The significant increase in 2017 was primarily driven by two factors: (i) the rapid expansion of credit by state-owned 

banks (SOBs) and (ii) the devaluation of the national currency by 92%, resulting in reevaluation of banks’ assets held 
in foreign currencies. 

2  Fitch Ratings. 2018. Fitch Assigns Uzbekistan 'BB-' IDRs; Outlook Stable. News release. 20 December. 

 

http://www.adb.org/Documents/RRPs/?id=51348-001-3
http://www.adb.org/Documents/RRPs/?id=51348-001-3


2 
 

deposits.3 These banks continue to service selected industries and provide services to major 
SOEs primarily through directed lending. Private domestic and foreign banks deal primarily with 
micro, small, and medium-sized enterprises. Consequently, as the SOBs continue to deliver and 
administer policy loans, they are highly dependent on non-deposit funding, which mainly comes 
from the UFRD and the state budget. If lending continues at the current pace, these banks will 
require additional capital soon. Moreover, since loans to SOEs account for about 80% of the total 
balance sheets of all SOBs, their asset quality is fundamentally linked to SOEs’ financial 
performance and government’s willingness to continue supporting these enterprises.4 
 
4. Residential mortgage finance. In the aftermath of the global financial and economic 
crisis (2009) and in an effort to boost economic growth and address years of underinvestment in 
the housing stock, the Government of Uzbekistan began to allocate significant resources to fund 
mortgage finance, primarily channeled via SOBs. Because of these programs, the mortgage loan 
portfolio of Uzbek banks grew from SUM811 billion in 2010 to SUM13,805 billion in 2018 at a 
compound annual growth rate (CAGR) of 42.5%. As a result, the share of the residential mortgage 
market to gross domestic product grew from 1.6% in 2011 to 3.4% in 2018. During 2013–2018 
the residential mortgage loan portfolio grew at a CAGR of 31.4%, while the overall growth of credit 
to the economy was at a CAGR of 36.8% (Table 2). Despite the government’s significant efforts 
to support housing finance, Uzbekistan’s mortgage market remains relatively small compared to 
its peers and developed countries, as evidenced by the fact that the share of mortgage loans to 
total bank loans outstanding was only 8.25% in 2018. Countries with deeper and more mature 
mortgage finance systems have ratios above 30%. Countries with limited housing finance, and 
housing stock deficits have ratios under 15% (such as Saudi Arabia, Mexico, or Jordan). 

 
Table 2: Uzbekistan’s Selected Mortgage Finance Indicators, 2013—2018 

(SUM billion) 

Indicator  2013 2014 2015 2016 2017 2018 
CAGR 

(%) 

Total mortgage loans (SUM billion) 2,681 3,893 5,486 7,583 8,939 13,805 31.4 

Public banks (SUM billion) 2,579 3,754 5,310 7,336 8,570 13,282 31.4 

Private banks (SUM billion) 102 139 177 246 371 523 31.3 

Mortgage loans/total gross loans (%) 10.5 12.1 13.8 14.4 8.1 8.2  

Mortgage loans / GDP (%) 2.7 3.2 3.8 2.9 3.4 3.4   

CAGR = compound annual growth rate, GDP = gross domestic product. 
Note: In 2018, the list of public banks included 13 majority state-owned banks. This number varied in earlier years. 
Sources: Government of Uzbekistan, Ministry of Finance; and Central Bank of Uzbekistan. 
 

5. Dominance of government programs and state-owned banks. Most banks in 
Uzbekistan have some experience in mortgage lending; however, the mortgage market is 
dominated by a few large banks with significant state ownership that provide mostly mortgage 
loans on concessional terms. In 2016, according to CBU data, 85% of all residential mortgage 
loans were provided under various state housing programs, namely the State Affordable Rural 
Housing Program, the Young Family Program, and the Kamolot Program. The banks with the 

                                                           
3  The number of state-owned or controlled banks increased from 10 in 2016 to 13 in 2018, because of the 

establishment of two new banks and acquisition by the government of control of one private bank (Asia Alliance 
Bank). 

4  The “UFRD, the sovereign wealth fund, underpins the sovereign's external and fiscal financing flexibility, in addition 
to supporting strategic investment projects, SOE financing and funding for SOBs. Total assets of the UFRD were 
$18 billion in 2017, and a high share of the country’s international reserves (43% or $11.5 billion) consists of UFRD 
cash holdings; the [Central Bank of Uzbekistan’s] share of international reserves' holdings consist [sic] mostly of gold 
(97%)” (footnote 2). 
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three largest mortgage loan portfolios are Qishloq Qurilish Bank, National Bank of Uzbekistan for 
Foreign Economic Activities, and Ipoteka Bank, whose combined loan portfolio accounted for 
SUM9,935 billion or 72% of the overall mortgage market as of the end of 2018.  
 

6. Government-sponsored housing programs. Initially, there were only a few SOBs 
involved in government-sponsored housing programs. Ipoteka Bank started the urban housing 
program in early 2000 and Qishloq Qurilish Bank was selected to run the State Affordable Rural 
Housing Program starting in 2009. The participation of development partners in the State 
Affordable Rural Housing Program, including the Asian Development Bank and the Islamic 
Development Bank, allowed the government to expand the size of this initiative and increase the 
number of participating SOBs. Several other state housing programs were also introduced during 
2007–2017 (including the Young Family Program, the Kamolot Program, and programs benefiting 
civil servants and military and law enforcement personnel). These programs were not linked to 
specific banks, as it was expected that all Uzbek banks would participate by providing residential 
mortgage loans at preferential rates to selected beneficiaries. However, these programs could not 
expand since they were not well targeted, and additional funds were not provided as banks were 
expected to fund these mortgage loans out of their reserves allocated for preferential loan 
products. This did not happen because both public and private banks experienced difficulties in 
getting access to long-term funding resources in the market. 
 
7. Major state rural and urban programs are typically funded by the fiscal budget of the 
government and partially augmented by hard currency loans from international development 
partners, while providing credit lines in local currency to local banks at subsidized rates. In 
addition, substantial subsidies are provided to construction companies, state-owned real estate 
developers, and homeowner beneficiaries without any proper analysis of the fiscal impact on the 
state budget. 

 
8. Legal and regulatory framework. The legal and regulatory framework of the housing 
sector in Uzbekistan is stronger than in many countries of a similar income level. Most land 
belongs to the state and is provided to users on a leasehold basis, typically through long-term or 
even permanent, and mortgageable, leases. Buildings can be privately owned and are registered 
separately from land—but in a synchronized way. Usage rights become valid and binding upon 
registration in the land cadaster records. Registration is largely automated and takes only 2 to 3 
days.5 The fact that registration of the property at the cadaster administration is free of charge is 
very conducive to the development of mortgage finance. Transaction costs are limited to notary 
and surveyors’ fees. However, there is a need to update laws on mortgages, the civil code, law 
on pledges, and related areas.6 Foreclosure proceedings can take two routes: judicial (which can 
take up to 1.5 years) and out-of-court procedures. Banks are currently able to exchange credit 
information only with the credit bureau, the Credit Information Analytical Center (which was 
established and is owned by all commercial banks in Uzbekistan), but not with the National 
Institute of Credit Information (which is managed by the CBU and is a state registry of credit 
information that currently performs only regulatory functions). This inconsistency will be 
addressed in the proposed Asian Development Bank (ADB) program. 
 

                                                           
5  ADB TA on e-governance supported business process review and reengineering during 2014-2017.  
6  The Law on Mortgage, enacted on October 4, 2006, governs the use of real estate as collateral and the foreclosure 

process. Other relevant legislative provisions are included in the Civil Code and the Law on Pledges (1998) with the 
latest amendments dated 9 January 2018. 
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9. Demand for mortgage finance. There is high demand for mortgage finance given 
Uzbekistan’s fast population growth from 20.6 million in 1991 to 32.65 million in 2018.7 Population 
growth is expected to continue at about 1% per year and will reach 36.7 million by 2030.8 The 
existing government programs, which focus primarily on the construction of new houses, are not 
able to address the existing market demand, currently estimated at 145,000 new units annually. 
However, in 2018 banks issued only 39,556 new mortgages. Furthermore, the needs of the 
population for residential mortgages in the secondary housing market or for home improvements 
and renovations are not being addressed. 
  

2. Government’s Sector Strategy 
 
10. The government has been working with ADB and other development partners and donor  
to review the existing government programs and minimize the fiscal impact of these initiatives. 
The government considers mortgage market development as a key priority area in the period of 
2019–2021: to address the demand for mortgage finance, reform the finance sector, and revise 
the subsidy programs. The government has developed a set of policy reform proposals with a 
clear road map for 2019–2021 to improve the legal and regulatory framework and facilitate the 
development of a market-based mortgage sector. The proposals reflected in the policy matrix of 
the proposed Mortgage Market Sector Development Program have the objectives of coordinating 
the presently fragmented government subsidy programs under a new centralized housing 
assistance unit under the Ministry of Finance, establishing the independent Uzbekistan Mortgage 
Refinancing Company, and eventually enabling the issuance of covered bonds and mortgage-
backed securities.9 The reforms also include revisions to the existing housing programs to 
eliminate the regressive nature of the current subsidies and reduce the fiscal burden on the state 
budget. 
 

3. ADB Sector Experience and Assistance Program 
 
11. Since 2011, ADB has supported the housing sector in Uzbekistan, first through the 
Integrated Rural Development Investment Program and, since 2017, through the Affordable Rural 
Housing Program.10 Under these programs, ADB achieved the following: (i) helped meet the 
demand for affordable housing in rural areas, (ii) streamlined the state rural housing programs 
through improved beneficiary selection and procurement processes, (iii) enforced better 
safeguards compliance, and (iv) expanded the number of participating financial institutions with 
the aim of maximizing efficiency gains and introducing competition. In addition, ADB supported 
the review of the existing housing framework and subsidy programs under a technical assistance 
project.11 In-depth research was undertaken (i) supporting the development of the Uzbekistan 
Mortgage Refinancing Company’s institutional and operational frameworks, and its policies and 
capacity; and (ii) advising on the legal, regulatory, and institutional reforms required to stimulate 
the development of a market-based mortgage sector. 

                                                           
7  State Statistics Committee data, www.stat.uz 
8  World Population Review. http://worldpopulationreview.com/countries/uzbekistan-population/ 
9  Policy Matrix (Appendix 2 of the report and recommendation of the President). 
10  ADB. 2011. Report and Recommendation of the President to the Board of Directors: Proposed Multitranche 

Financing Facility to the Republic of Uzbekistan for the Housing for the Integrated Rural Development Investment 
Program. Manila; and ADB. 2017. Report and Recommendation of the President to the Board of Directors: Proposed 
Results-Based Loan and Technical Assistance Grant to the Republic of Uzbekistan for the Affordable Rural Housing 
Program. Manila. 

11  ADB. 2017. Technical Assistance for Uzbekistan: Mortgage Market Development Program. Manila; ADB. 2019. 
Technical Assistance for Uzbekistan: Operationalization of the Uzbekistan Mortgage Refinancing Company. Manila. 
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Source: Asian Development Bank. 

Problem Tree for Finance (Housing Finance) 

 

Effects 

 
 

Problem  

 

  

Causes
Conservative lending policies and 

credit rationing biased toward 
households with available 

collateral and savings 

Absence of focal government 
agency driving the agenda for 
development of the housing 

industry 

High bank funding costs 
because of the 

underdeveloped domestic 
long-term debt markets 

Fragmented and overlapping 
framework of housing policies 

and subsidy schemes 

High fiscal cost to the development of 
the housing industry 

The mortgage finance market does not offer affordable lending products tailored to a broad range 
of risk profiles and household needs. 

Commercial banks, which 
lack capacity to meet 
market demand, are 
crowded out in the 

mortgage finance space  

High concentration of 
mortgage lending among a 

few large state-owned banks 
with access to cheap 
government funding 

Overcrowding and poor housing 
conditions 

Public sector dominance in 
the banking industry 

Inefficient targeting of housing 
subsidies and programs, which 

leads to crowding out of the 
private sector (i.e., over 80% of 

mortgage lending volume is 
originated through subsidized 

government programs) 

Underdeveloped credit 
risk management policies 
and practices in banking 
because of gaps in skills, 

regulation, and 
instruments available to 

the banks 

 

Lack of sophistication of 
the finance sector, which 

does not have good-
quality financial 

infrastructure and 
instruments and does not 
attract sufficient interest 

from investors to enhance 
market depth and liquidity 

Lack of maturity of the 
banking industry 



  
 

 

 

 


