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SECTOR OVERVIEW 
 
A. The Economy 
 
1. Macroeconomic overview. Uzbekistan is a lower middle-income country, with a 
population of 34.1 million, which is the largest in Central Asia. In 2019, its gross domestic product 
(GDP) per capita was $1,742. Since its independence from the Soviet Union, Uzbekistan followed 
a state-led economic growth model focused on capital-intensive production by large state-owned 
enterprises (SOEs) favoring mining, energy, and chemicals, as well as agriculture. President 
Shavkat Mirziyoyev took office in September 2016 and the new government embarked on an 
economic modernization program with a clear intention to build a private-sector-led market 
economy. The Government of Uzbekistan has accelerated its transition toward a market economy 
with the adoption of a Strategy on Actions for Further Development of Uzbekistan (2017–2021) 
and Roadmap of Reforms (2019–2021).1 
 
2. Increases in investments and consumption accelerated GDP growth from 4.5% in 2017 to 
5.6% in 2019.2 GDP growth in 2019 was driven by (i) growth in industry (8.9%) and services 
(5.5%); (ii) gross fixed capital formation (46%) and private consumption (6.3%); (iii) remittance 
inflows; (iv) economic diversification, with rising private sector participation; (v) growth in 
merchandise exports (22.1%) supported by international demand and high global prices for 
Uzbekistan’s export products (natural gas, cotton and non-ferrous metals); and (vi) foreign 
investment, including financing from the international financial institutions. Pressure from currency 
devaluation (151% in 2017), price liberalization, and bank credit growth (110.2% in 2017 and 
51.4% in 2018) resulted in increased inflation, which rose from 8.8% in 2016 to 17.5% in 2018. 
Under the inflation targeting regime and the policy of reduced directed lending to SOEs, inflation 
declined to 14.5% in 2019. The Uzbek sum depreciated by 14.1% against the United States dollar 
in 2019. The Central Bank of Uzbekistan (CBU) targets inflation below 10% by 2021 and 5% by 
2023.3  
 
3. The current account shifted from a surplus of 1.4% of GDP in 2017 to a deficit of 7.1% in 
2018 and remained negative (–5.6%) in 2019 as a result of import growth outpacing growth in 
export earnings, and high investment growth supported by increased capital imports for new 
government-led projects. The International Monetary Fund confirmed that Uzbekistan has a low 
risk of debt stress. Highly concessional foreign loans, primarily from multilateral development 
banks, account for over 70% of total debt and keep the government’s borrowing costs low. 
Uzbekistan’s foreign exchange reserves position is strong ($34.6 billion as of September 2020) 
with over 50% held as gold reserves. Recent structural reforms have led to widening of the fiscal 
deficit from 1.9% of GDP in 2017 to 3.9% of GDP in 2019, reflecting the increasing social spending 
to mitigate the impact of structural reforms. Government liquidity risk is very low with gross 
borrowing requirements estimated at around 1.5% of GDP in 2019.4 
 
4. Credit ratings. Uzbekistan was assigned its first-ever sovereign credit rating in December 
2018 by Fitch Ratings (BB- Stable) and Standard and Poor’s (BB- Stable), followed by Moody’s 
Investors Service (B1 Stable) in February of 2019. Since then, Standard and Poor’s revised its 
rating outlook in June 2020 to negative from stable citing the expected rapid rise in the country's 

 
1 Presidential Decree No. PD-4947, 7 February 2017; Presidential Decree No. PD-5614, 8 January 2019. 
2 Asian Development Bank (ADB). 2020. Asian Development Outlook Supplement: Lockdown, Loosening, and Asia’s 

Growth Prospects. Manila (June). 
3 Presidential Decree No. PD-5877, 18 November 2019. 
4 Moody’s Investors Service. 11 March 2020. Government of Uzbekistan – B1 stable: Update following forecast 

change. 
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external and fiscal debt over the coming year, due in part to $1 billion in additional government 
spending in response to the coronavirus disease (COVID-19) pandemic.5  

 
5. Coronavirus disease. The Special Republican Commission headed by the Prime Minister 
was established in January 2020 to (i) monitor the pandemic and raise public awareness, 
(ii) communicate with international organizations, and (iii) procure medicines and equipment to 
strengthen health system preparedness and lower the rate at which the virus spreads.6 Since the 
diagnosis of the first COVID-19 case in Uzbekistan on 15 March 2020, 78,556 cases and 621 
deaths had been reported as of 29 January 2021.7 The government implemented a robust COVID-
19 pandemic response plan, including the establishment of a SUM10 trillion Anti-Crisis Fund 
(totalling about $1.05 billion, or 1.5% of GDP) under the state budget.8 The government attracted 
$1.075 billion in financing from international financial institutions to support the country’s ongoing 
health, social and economic policy responses to the COVID-19 pandemic.9 

 
6. Economic development outlook. Containment measures have negatively affected the 
economy, with real GDP growth dropping to 0.5% in 2020 from a forecast of 6% before the 
pandemic.10

 The downturn in global trade and lower demand and prices for commodity exports 
will widen the current account deficit to 9.6% of GDP in 2020 from an earlier forecast of 4.7%. 
The nationwide lockdown has led to 80% of small and medium-sized enterprises (SMEs) 
suspending their activities temporarily. About $700 million of tourism revenues are forecasted to 
be lost in 2020. The expected 40% decline in remittance inflows in 2020 will adversely impact 
low-income families. The unemployment rate is projected to rise to 16.5% in 2020 from 9.4% in 
2019. The fiscal deficit is expected to widen to 5.6% of GDP in 2020 (from an earlier forecast of 
2.7%). GDP per capita was expected to grow by 14.5% from $1,742 in 2019 to $1,995 in 2020 
under pre-COVID-19 estimates. The revised projections indicate that GDP per capita will grow by 
only 3% to $1,795. 
 
B. Micro, Small and Medium-sized Enterprises 
 
7. Development overview. Historically, micro, small and medium-sized enterprises 
(MSMEs) have made a significant contribution to job creation and economic well-being in 
Uzbekistan. In 2018, MSMEs accounted for 78% of employment, while MSMEs’ share of GDP 
grew to 56.5% in 2019 (with growth of 35% in industry, 84% in retail trade, and 52% in services).11 
In 2019, MSMEs accounted for 28.7% of exports and 54.2% of imports, and 47% of investment.12 
Small businesses accounted for 90% of all legal entities by January 2018. The number of MSMEs 
per 1,000 people in 2019 was 13.3, which was low compared with the average for developing 
countries of 17 MSMEs per 1,000 people. This reflects the difficulties that small entrepreneurs in 
Uzbekistan face, in terms of an unfavorable business environment and limited access to finance. 
There are also challenges with respect to gender equality. Women’s participation in the finance 

 
5 E. Bacani. 2020. S&P Global Ratings cuts Uzbekistan's outlook to negative on rising debt levels. S&P Global Market 

Intelligence. 5 June. 
6 Presidential Decree No. PD-5537, 29 January 2020. 
7 John Hopkins University and Medicine Coronavirus Resource Center. Uzbekistan. 
8 Presidential Decree No. PD-5969, 19 March 2020; Presidential Decree No. PD-5978, 3 April 2020 and Presidential 

Decree No. PD-5996, 18 May 2020. 
9 The government attracted $200 million from the World Bank, $375 million from the International Monetary Fund (IMF) 

and $500 million from ADB.  
10 Country Economic Indicators (accessible from the list of linked documents in Appendix 2 of the FAST Report). 
11 As of 1 April 2020, there were 352,167 registered and active SMEs, 24% more than on 1 March 2019. State Statistics 

Committee. 2020. Demography of Enterprises in the Republic of Uzbekistan. Tashkent. 
12 State Committee on Statistics. 2019. Socio-economic Situation of the Republic of Uzbekistan. Chapter 8: Small 

Business. Tashkent.  
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and insurance sectors, at 37.3%, is lower than the overall average for female participation in the 
workforce (49.5% in 2016).13 In 2019, an estimated 25.9% of registered companies in Uzbekistan 
included female participation in ownership.14 Women mainly occupy the micro-business segment, 
mostly because of poor skills in finance and management, cultural barriers, and lack of access to 
finance.15 In 2017, loans for women represented only 2.5% of total bank loans.16 
 
8. Access to finance by micro, small and medium-sized enterprises. The financial sector 
is dominated by state-controlled banks that mostly focus on economic sectors prioritized by the 
government. There is limited capacity for financial intermediation for MSMEs in Uzbekistan. Most 
MSMEs in Uzbekistan identify access to formal financial instruments, which is needed for various 
phases of MSMEs’ life cycle (startup, growth, and expansion), as a constraint. Bank finance is 
the most widely used external formal channel of finance. Microfinance (3.6%) and small business 
loans (17.7%) represented 21.3% of the total banking system loan portfolio in 2017, while only 
13% of potential demand of MSME financing is satisfied by the current supply; MSMEs’ unmet 
financing needs were equivalent to up to 18% of GDP in 2017.17In 2018, many MSME 
respondents (64%) reported self-financing, 8% relied on family and friends, and only 26% 
reported that they used banks for financing.18 Higher transaction costs, perceived high risk, and 
lack of bank expertise in evaluating MSME loans render it unprofitable for many banks to focus 
on MSMEs as their main debt clientele. MSMEs are also constrained by high collateral 
requirements (despite sufficient cashflow or purchase orders) and complex application 
procedures, with women-owned businesses disproportionately affected.19 
 
C. Banking Sector  
 
9. The government initiated banking sector reforms in 2017 by increasing the CBU’s 
independence.20 In 2019, with the support of development partners, the government adopted laws 
on the CBU as well as on banks and banking activity.21 To create an enabling environment for 
competitive finance, the government has introduced policies to replace direct interest rate subsidy 
programs with less distortive measures, and concentrated directed lending programs and funding 
from the Uzbekistan Fund for Reconstruction and Development (UFRD) in a few state-owned 
banks while incentivizing others to increase market-based lending and diversify their lending 
portfolio to the private sector.22 The main directions and objectives of banking sector reforms were 

 
13 State Committee on Statistics. Gender Statistics of Uzbekistan (accessed on 28 January 2021). 
14 World Bank. 2019. Enterprise Surveys. Washington, DC. 
15 ADB. 2018. Uzbekistan Country Gender Assessment Update. Manila. 
16 Tadjibaeva, D. 2019. Small and Medium-Sized Enterprise Finance in Uzbekistan: Challenges and Opportunities. 

ADBI Working Paper Series. No. 997. Tokyo: Asian Development Bank Institute. 
17 International Financial Corporation (IFC). 2017. MSME Finance Gap. Assessment of the shortfalls and opportunities 

in financing micro, small, and medium enterprises in emerging markets. Washington, DC. 
18 IFC. 2018. Demand Study Micro and Small Business Finance and Digital Financial services in Uzbekistan. 

Washington, DC. 
19 ADB. 2018.  Uzbekistan Country Gender Assessment Update. Manila. 
20 Government of Uzbekistan. 2017. Presidential Decree No. 3270: On Measures to Further Development and 

Improvement of Soundness of Banking System. Tashkent; and Government of Uzbekistan. 2017. Presidential 
Decree No. 3272: On Further Improvement of Monetary Policy. Tashkent. 

21 New versions of the laws “On the Central bank of the Republic of Uzbekistan”, “On banks and banking activities” and 
“On currency regulation” were adopted in 2019 with technical assistance from the International Monetary Fund and 
the World Bank. 

22 Presidential Decree No. 4487 dated 9 October 2019 envisioned UFRD directly providing credit to SOEs for special 
investment projects using its equity instead of funding through state-owned banks. Presidential Decree No. 4498 
dated 24 October 2019 established that all directed lending programs would be channeled only through Agrobank, 
Microcredit Bank, and People’s Bank as policy banks. 

https://gender.stat.uz/ru/osnovnye-pokazateli/trud/zanyatost-naseleniya/721-raspredelenie-chislennosti-zanyatykh-po-vidam-ekonomicheskoj-deyatelnosti-po%20-polu-v-srednem-za-2016-god
https://www.enterprisesurveys.org/en/data/exploretopics/gender
https://www.adb.org/sites/default/files/institutional-document/479841/uzbekistan-country-gender-assessment-update.pdf
https://www.adb.org/documents/uzbekistan-gender-assessment-update
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laid out in a strategy for reforming the banking sector for 2020–2025 adopted in 2020.23 The 
strategy aims to improve banking sector efficiency and stability, as well as access to and the 
quality of financial services by transforming and privatizing state owned banks (SOBs). It 
envisages attracting at least three strategic foreign investors with appropriate experience, 
knowledge and reputation—including the International Financial Corporation (IFC)24, the 
European Bank for Reconstruction and Development,25 and the Asian Development Bank 
(ADB)—to support the transformation and privatization of SOBs and achieve the objective of 
increasing the share of private banks in total banking sector assets from 15% to 60% by the end 
of 2025. In the medium term, Uzbekistan's push towards privatization and gradual transition to a 
more open economy will attract foreign banks. A high population growth rate, a diversified 
economy, low household debt, and an underserved MSME market provide an enormous 
opportunity for healthy growth of incumbent banks. International banks, such as Halyk Bank of 
Kazakhstan and TBC Bank of Georgia, have established banking operations in Uzbekistan. 
 
10. Uzbekistan’s financial system is driven by credit organizations, and commercial banks play 
a key role. Other financial intermediaries are non-deposit-taking micro-finance institutions and 
pawn shops (Table 1).  

 
Table 1: Overview of Uzbekistan Financial and Capital Markets 

Indicators Number 
Assets (as of 1 January 2020) 

SUM (million) $ (‘000) % of GDP 

1. Banks 30 272,727,855 28,685,263 53.30 
State-owned commercial banks 13 230,126,368 24,204,566 45.00 
Domestic private banks 17 42,600,488 44,806,962 8.30 

2. Microcredit institutions 56 710,622 74,743 0.14 

3. Insurance companies (premiums) 36 2,313,904 243,375 0.45 

4. Listed companies, market capitalization 112 52,300,000 5,500,886 10.22 

   GDP = gross domestic product. 
   Sources: Central Bank of Uzbekistan and Toshkent Republican Stock Exchange. 
 

11. The financial sector is a dominant bank-based system that does not effectively play its 
intermediation role with banking sector assets accounting for 53.3% of GDP as of January 2020.26

 

Until 2019, the banks pursued government-directed lending programs at below-market rates, 
crowding out market pricing and largely lending to SOEs. The 13 state-owned banks (out of 30 
commercial banks) account for over 85% of the banking sector’s capital and assets.27

 Their direct 
involvement in the financing of SOEs has disincentivized provision of commercial services for the 
private sector.28

 With long-term government funding steadily declining since 2019, customer 
deposits are insufficient to support long-term financing. 
 

 
23 Presidential Decree No. UP-5992, 12 May 2020, approved the Strategy and the Roadmap for the Development of 

the Banking System of the Republic of Uzbekistan for 2020–2025.  
24 IFC has supported the transformation and privatization of Ipoteka Bank (the 5th-largest SOB) since 2017. Resolution 

of the Cabinet of Ministers of Uzbekistan No. 523, dated 25 June 2019, envisages implementation of the privatization 
road map by the end of 2022. In 2018, IFC entered into similar engagement with Uzpromstroybank (the 2nd largest 
SOB) with the ultimate aim of privatizing the bank.  

25 The European Bank for Reconstruction and Development is supporting institutional transformation and privatization 
of Asaka Bank (the 3rd-largest SOB) and Aloqabank (the 8th-largest SOB).  

26 Central Bank of Uzbekistan. 2020. Statistical Bulletin. Tashkent. 
27 More than half of total loans are shared by three state-owned banks i.e., the National Bank of Uzbekistan (28.5%), 

Uzpromstroybank (14.8%), and Ipoteka Bank (10.2%). Standard & Poor’s Global Ratings. 2019. Bank Ratings in 
Uzbekistan. Moscow. 5 September.  

28 Of the SUM165 trillion credit stock in 2018 (51% of GDP), 58% was preferential credit (directed lending) (8% average 
interest rate), while 42% was commercial credit (22% interest rate). IMF. 2019. Republic of Uzbekistan: Article IV 
Consultation Press Release and Staff Report. IMF Country Report No.19/129. Washington, D.C.   

https://www.uzse.uz/system/analytics/pdfs/000/000/078/original/2019_Market_overview.pdf?1582288373
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12. SOBs are heavily exposed to SOEs, with a large proportion of their loans disbursed mainly 
in foreign currency, in accordance with government policy to support large investment projects in 
the main economic sectors. This has resulted in foreign currency-denominated loans accounting 
for 48% of total loans, while foreign currency deposits amounted to 44% of total deposits as of 
the end of 2019. This leaves the capital adequacy ratios of SOBs vulnerable to possible large 
devaluation. Over 50% of SOBs’ loan portfolio, or over 45% of banking sector loans, is 
represented by exposure to five large SOEs.29 Subsidized long-term funding to undertake directed 
lending is provided by the government, UFRD and International Financial Institutions. As a result, 
deposits accounted for only 41% of total sector liabilities as of the end of 2019, with deposits by 
individuals making up 9.5%. 
 

Table 2: Uzbekistan Banking System Key Indicators 
Item 2016 2017 2018 2019 

Total loans (sum billion) 52,611.0 110,572.0 167,391.0 211,581.0 
Net profit (sum billion) 1,152.8 1,881.0 3,199.5 4,680.7 
Regulatory CAR (%, Tier I) 12.5 16.5 14.3 19.6 
Bank assets (% of GDP)  55.1 52.7 53.3 
Deposits (% of GDP)  19.7 17.2 17.8 
Loans (% of GDP)  36.5 41.1 41.3 
Policy rate 9.0 9.0 14.0 16.0 
Lending rate (forex) > 1 year 4.9 8.3 8.2 7.9 
Deposit rate (forex) > 1 year 8.3 6.5 5.4 5.3 
Lending rate (sum) > 1 year 14.5 20.5 22.0 25.2 
Deposit rate (sum) > 1 year 16.2 18.4 19.0 21.1 

CAR = capital adequacy ratio, forex = foreign exchange, GDP = gross domestic product. 
Source: Central Bank of Uzbekistan Statistical Bulletin Statistical Data (accessed 9 November 2020). 
 
D. Agriculture Sector  
 
13. In 2019, the agriculture sector accounted for 28% of GDP, about 10% of export earnings, 
and 24% of the labor force (3.4 million people). It is also a key income source in rural areas; 49% 
of the population is rural, and rural residents account for 75% of people living below the poverty 
line.30 About 5 million rural households operate dehkan (small-scale farms) and derive their 
income from agriculture. In 2019, these family-based farms operating on household plots of 0.35 
ha (irrigated) to 0.5 ha (rainfed) accounted for the production of 70% of gross agricultural output, 
including 71% of vegetables, 84% of potatoes, 60% of fruits, and 56% of grapes. Measures to 
support dehkan farms are expected to be effective in mitigating the resurgence of poverty. They 
also complement the government’s efforts to ensure food security.31 

 
29 KUN.UZ. 2019. Shavkat Mirziyoyev defines tasks to reform the banking system. 26 October. 
30 ADB. 2016. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the Republic 

of Uzbekistan for the Horticulture Value Chain Development Project. Manila. 
31 Decree of the President of Uzbekistan No. 5853 “On Approval of the Strategy of Agricultural Development of the 

Republic of Uzbekistan 2020-2030” dated 23 October 2019.  

https://cbu.uz/en/statistics/buleten/?arFilter_DATE_ACTIVE_FROM_1=&arFilter_DATE_ACTIVE_FROM_2=&arFilter_ff%5BSECTION_ID%5D=3667&year=2020&month=08&set_filter=&set_filter=Y
https://kun.uz/en/news/2019/10/26/shavkat-mirziyoyev-defines-tasks-to-reform-the-banking-system
https://www.adb.org/sites/default/files/project-document/213046/47305-002-rrp.pdf
https://www.adb.org/sites/default/files/project-document/213046/47305-002-rrp.pdf

