
Growth was remarkably strong in the Caucasus 
and Central Asia in 2022. Gross domestic product 
(GDP) grew by 5.1% in the region, much higher than 
the 3.6% growth forecast in April—shortly after the 
Russian invasion of Ukraine—and even higher than 
the 4.2% growth projected in September 2021 before 
the invasion.1 Within the region, growth was highest 
for oil and gas importing economies, reaching 12.6% 
in Armenia and 10.2% in Georgia (Figure 1.2.1). 
This Special Topic examines the reasons for this 
unexpected performance, including Russian migration 
to the region and rising exports to the Russian 
Federation. It also highlights the challenges this new 
situation will bring in the longer term.

Russian Migrants Boost 
Consumption and Business Activity
Several hundred thousand Russians migrated 
to the Caucasus and Central Asia in two waves 
last year. The first was in the months immediately 
following the Russian invasion of Ukraine, and 
the second after the partial mobilization in Russia 
in September. Both waves boosted domestic 
consumption, particularly in sectors catering to these 
migrants, such as accommodation and restaurants. 
This impact was felt the most where the number of 
migrants was large relative to host countries’ populations. 

This section was written by Jules Hugot of the Economic Research and Regional Cooperation Department and Roman Mogilevskii 
of the Central and West Asia Regional Department, ADB, Manila.
1 In this Special Topic, “the region” refers to the Caucasus and Central Asia.

Figure 1.2.1 GDP Growth Forecasts and Actual Growth in the Caucasus and Central Asia
The unexpected boost to growth was stronger for energy importers.
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In Armenia, services consumption rose by 15% as 1.1 
million Russians transited through the country and 
about 65,000—representing 2.5% of the population—
settled there, largely Armenian ethnics. In Georgia, 
spending on accommodation was up 124% in the 
second half of the year from the same period in 2019 
as visitor arrivals increased by 8% from Russia, although 
they were still down 35% from other countries.

Sanctions caused businesses in Russia to relocate 
to the Caucasus and Central Asia. This enabled 
companies to shield their import-export businesses 
from sanctions and made it easier to receive payments 
in foreign currency. In Kazakhstan, this was reflected 
in foreign direct investment rising 18% in the first 
9 months of 2022. In Uzbekistan, new company 
registrations with Russian capital doubled in January 
and February 2023 from the same period last 
year. Many international firms also relocated staff 
from Russia to the region, including US technology 
multinational Nvidia, which opened a research center 
in Yerevan, and US industrial conglomerate Honeywell, 
which transferred its regional office and opened a plant 
in Almaty.

The impact of the Russian invasion of Ukraine 
on inflation in the region has been ambiguous. 
The inflow of Russian migrants has an inflationary 
impact as it boosts demand, but does not increase 
supply to the same extent. Sanctions disrupted 
supply chains, and this was particularly pronounced 
in Kazakhstan, which relies heavily on imports from 
Russia. Kazakhstan’s headline inflation rate rose to 
15.0% last year and it was still rising in February 2023, 
at 21.3% year on year (Figure 1.2.2). Sugar prices in 
Kazakhstan soared by 82% in spring-summer 2022 
because of an export ban imposed by Russia. But the 
inflow of Russian capital led to currency appreciations 
in some economies, which mitigated inflation by 
making imported goods less expensive.

Russian Migrants Fueling a Sharp 
Rise in Money Transfers
Money transfers rose by 94% in five economies 
in the region for which data are available. 
This represents an increase from the equivalent of 
5.2% of GDP in 2021 to 10.1% last year, with transfers 
from Russia rising by 156% and accounting for 87% of 
the overall growth in money transfers (Figure 1.2.3, 
panel A). Armenia saw the sharpest increase, with 
transfers rising to 37.4% of GDP from 15.2% in 2021 
(panel B). These transfers not only supported the 
consumption of Russian migrants in host countries 
but were also used to transfer their wealth from 
Russia—either as a precaution or to be able to make 
payments abroad through international credit cards, 
bank transfers, or online solutions, such as PayPal and 
Wise. These private transfers were further buoyed 
by business-related transfers to support small-scale 
exports and reexports to Russia, and to process 
payments to foreign suppliers.

Figure 1.2.2  Monthly Headline Inflation in the Caucasus  
and Central Asia

Inflation mostly rose in 2022, particularly in Kazakhstan, 
where it reached 21.3% in February 2023.
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Some currencies in the region appreciated on rising 
money transfers from the currency exchanges 
of Russian migrants. The Armenian dram is at 
its highest rate in 10 years, up 24% against the US 
dollar in mid-March 2023 from its pre-invasion rate 
(Figure 1.2.4). The Georgian lari was up 17% in the 
same period. But in some regional economies where 
the inflow of Russian migrants was less significant, 
local currencies were down about 5%, including in 
Kazakhstan, the Kyrgyz Republic, and Uzbekistan.

The Russian invasion of Ukraine had mixed 
effects on labor migration to Russia in 2022. 
The economic contraction in Russia constrained 
labor demand, but emigration and mobilization in 
the army increased demand in certain locations 
and occupations. As a result, inflows of permanent 
migrants from the Caucasus and Central Asia to 
Russia—who might be subject to mobilization if 
they acquire citizenship—fell for all economies in 
the region except Tajikistan. This reversed the trend 
of rising outmigration to Russia and the acquisition 
of Russian passports in previous years. In contrast, 
registrations as job seekers in Russia increased by 11% 
last year for citizens from the Kyrgyz Republic, 29% 
from Uzbekistan, and 45% from Tajikistan, suggesting 
that temporary labor migration to Russia remained 

Figure 1.2.3  Money Transfers to the Caucasus and Central Asia 
Money transfers rose by 94% in 2022.

A. Transfers to the Region B. Transfers as a Share of GDP
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2 Ministry of Internal Affairs, Russian Federation. 2023. Statistical Information on Migrations (in Russian).

steady. Registrations of Armenian job seekers, however, 
decreased by 15%.2 This divergence in trends for 
permanent and temporary labor migration for most 
economies in the region suggests a shrinking time 
horizon for migrants, who are still open to short-
term job opportunities but are increasingly wary of 
permanently relocating to Russia.

Available data suggest remittances from Russia 
remained mostly steady. Before the Russian 
invasion of Ukraine, remittances from migrant 
workers were estimated to be equivalent to about 
10% of GDP in Armenia and Uzbekistan, and 30% 
in the Kyrgyz Republic and Tajikistan. Assessing 
remittances, however, is challenging because data 
rely on transfers via money transfer services and 
banks, which mix genuine remittances with other 
flows, such as the repatriation of export revenue. 
Last year, inferring remittances became even more 
difficult as transfers by Russian migrants further blurred 
the picture. Still, the steep increase in money transfers 
from Russia suggests that remittances were at least 
steady, if not rising. The picture is slightly different 
in the Kyrgyz Republic as net transfers there fell by 
14% last year, hinting at a decline in remittances. 
The situation for remittances therefore reflects 
heterogeneity across countries for labor migration.

https://xn--b1aew.xn--p1ai/dejatelnost/statistics/migracionnaya
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Figure 1.2.5 Exports to the Russian Federation
Exports up by 95% in March–November 2022 from the same period 
in 2018–2019.
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Departure of International 
Companies from Russia 
Boosted Caucasus and 
Central Asia’s Exports
Merchandise trade in the Caucasus and Central 
Asia grew sharply in 2022. The region’s total 
exports rose by 43% from 2021, and imports by 27% 
due partly to the spike in oil and gas prices because 
of the Russian invasion of Ukraine and sanctions 
against Russia.3 Azerbaijan’s energy exports grew 
by 113% and Kazakhstan’s by 49%. The region’s 
energy imports rose by 33%, mostly from Russia. 
The region’s exports to Russia rose by 63% over 
March–November last year from the same period in 
2021 (Figure 1.2.5). This is a sharper increase than 
Russia’s imports from the People’s Republic of China 
(PRC) (9%), but about the same as from Türkiye 
(61%). Annual exports to Russia rose for all countries 
in the region, albeit at a varying pace—a modest 6% 
in Azerbaijan and 7% in Georgia to record highs of 
195% in Armenia and 151% in the Kyrgyz Republic 
(Figure 1.2.6, panel A).

3 Turkmenistan is omitted as data not available.
4 For export creation, export destruction, and reexports, “significantly” means that for a product defined by its 4-digit 

Harmonized System code, exports to Russia rose—or declined, in the case of export destruction—in 2022 by more than 
20% of the 2021 value of exports to the world. Trade flows are classified as export creation or destruction if their exports 
exceeded $5 million in 2021. Only export flows exceeding $5 million to Russia in 2022 are included in reexports.

Figure 1.2.4  Exchange Rates of Economies in the 
Caucasus and Central Asia against the 
US Dollar

The Armenian dram and Georgian lari appreciated sharply in 2022.
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Export creation accounted for 59% of last year’s 
rise in exports to Russia. Product data were used 
to disentangle the drivers of changes in exports to 
Russia, including export creation, export destruction, 
and reexports. Export creation comprises the exports 
of products that were already exported in 2021, but 
increased significantly last year.4 This was largest 
in Kazakhstan (minerals, including uranium, and 
machinery and equipment), Uzbekistan (textiles, fruit, 
copper pipes, and electrical appliances), and Armenia 
(diamonds, base metals, and fish) (Figure 1.2.6, 
panel B). These exports notably substituted Russia’s 
imports from economies that imposed sanctions. 
Export destruction comprises products that were 
exported in 2021, but for which shipments declined in 
2022. This was most noticeable in Kazakhstan, where 
exports of iron ore to the Magnitogorsk metallurgical 
plant in Russia stopped as the plant was hit by 
sanctions.

Reexports accounted for 49% of the rise in exports 
to Russia. Reexports comprise products for which 
imports—from any origin—and exports to Russia both 
rose significantly.5 These exports were primarily aimed 

https://data.imf.org/?sk=9D6028D4-F14A-464C-A2F2-59B2CD424B85
https://data.imf.org/?sk=9D6028D4-F14A-464C-A2F2-59B2CD424B85
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at replacing imports from sanctioning economies, 
whether for products under sanction or not. The 
reexported products included smartphones and cars 
from Armenia; printers, parts of electrical engines, 
and tractors from Kazakhstan; automatic locks and 
packaging equipment from the Kyrgyz Republic; and 
printers and some types of plastics from Uzbekistan. 
For these products, these economies saw increased 
imports mostly from the European Union (EU) and 
the PRC.

Rising exports were not primarily driven by efforts 
to circumvent sanctions on Russia. Exports from 
the region to Russia of goods falling under the EU 
export ban rose faster than other exports in 2022.6 
But even with these large increases, they contributed 
less than 3 percentage points in export rises in Georgia 
and Uzbekistan (Figure 1.2.7). In Armenia, these 
exports contributed from 2 to 33 percentage points 
in the overall 79% rise in exports, depending on the 

uncertain share of the country’s exports to Russia 
that falls under the EU’s definition of luxury goods. 
Thus, the key driver of reexports was not the evasion of 
sanctions, but the decision of many companies to 
stop exporting to Russia even though their products 
were not sanctioned. However, nothing prevents these 
companies from exporting to the Caucasus and Central 
Asia where regional traders used the opportunity to 
resell such products to Russia.

Russian migrants boosted the region’s trade in 
services, including air travel, accommodation 
and catering, and banking. Kazakhstan’s exports of 
services to Russia increased by 75% in the first 9 months 
of 2022 year on year. In the Kyrgyz Republic, the 
issuance of Visa cards rose by 48%, mostly on Russians 
seeking to travel abroad. In Georgia, Russians opened 
nearly 110,000 bank accounts in 2022. And in Armenia, 
Ameriabank—the country’s largest bank—posted the 
biggest profit in its history, up 128% from 2021.

Figure 1.2.6  Caucasus and Central Asia Trade with the Russian Federation, 2022
Exports to Russia rose the most in Armenia and the Kyrgyz Republic, driven by reexports.

A. Growth in Trade with Russia B. Decomposition of Export Growth to Russia
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5 The overall change in exports to Russia was accounted for by export creation—59 percentage points (pp)—export 
destruction (–30 pp), reexports (49 pp), and other changes (22 pp).

6 M. Chupilkin, B. Javorcik, and A. Plekhanov. 2023. The Eurasian Roundabout: Trade Flows into Russia through the Caucasus 
and Central Asia. EBRD Working Paper No. 276. European Bank for Reconstruction and Development.

https://comtradeplus.un.org/
https://www.ebrd.com/publications/working-papers/the-eurasian-roundabout
https://www.ebrd.com/publications/working-papers/the-eurasian-roundabout
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Windfall Gains May Be Temporary 
and Challenges Are Emerging
The inflow of skilled labor from Russia might 
be temporary. Russian information technology 
professionals and other skilled workers flooded the 
Caucasus and Central Asia in spring and fall 2022. 
Some of them will settle permanently in the region, 
especially those originating from there, but many have 
and will move closer to major global markets for the 
services they can provide. In the long term, this will 
limit the benefits of their participation in the region’s 
labor markets.

The windfall reexport margins will likely be short-
lived. The reexports of goods included in the export-ban 
list of economies imposing sanctions on Russia expose 
some economies in the region to secondary sanctions. 
Even if secondary sanctions are not implemented, 
the region does not have a geographical or logistical 
advantage in being a hub for supplying Russia 
because there are shorter routes from the EU and a 

long common border between Russia and the PRC. 
In the short term, traders in the region will benefit from 
preestablished business networks in Russia, but in the 
longer term, shorter and cheaper transit routes might 
be found, depriving the Caucasus and Central Asia of 
some of these windfall gains.

Russia’s ability to supply machinery and 
equipment to the Caucasus and Central Asia is 
at risk. In pre-pandemic 2019, the region sourced 
16% of its imports of machinery and equipment—
including agriculture machinery, railway wagons, and 
pumps—from Russia. This share declined to 11% in 
2022, a drop that suggests Russia’s technological 
isolation from developed economies is undermining 
its role in supplying technologies to the region. This 
will require shifting to new suppliers, which will involve 
the region breaking its good connection with Russian 
suppliers—and may involve not only higher shipping 
costs but also information frictions caused notably 
by language barriers. This strengthens the case for 
improving connectivity along the Middle Corridor, 
which links East Asia and Europe via the Caucasus and 
Central Asia. 

Russia’s increasing isolation and the risk of its 
lasting economic decline warrants the region 
diversifying its economic ties. The supply chain 
disruptions reported last year showed the dependence 
of many economies in the region on transit through 
Russia. Diversifying trade routes and developing 
regional supply chains would mitigate these risks. 
Achieving this will require more intensive and efficient 
regional cooperation. Similarly, the heavy labor 
migration in Russia poses risks that can be mitigated by 
policies to diversify the destinations of migrant workers, 
particularly in the Kyrgyz Republic and Tajikistan. 
And Russia’s isolation will hamper its ability to be a 
regional hub for knowledge, access to technologies, 
and modern business practices. The International 
Monetary Fund forecasts that Russia’s real GDP will 
not recover to its 2021 level before 2028. Russia’s 
economy will also face longer-term headwinds from 
global decarbonization and the country’s demographic 
decline—the population is projected to fall below that 
of the Caucasus and Central Asia by 2061. Continuing 
to catch up with productivity in more advanced 
economies will thus require the region forging closer 
links with other regional hubs, both east and west.

Figure 1.2.7  Export Growth across Destinations  
and Types of Goods in Armenia, Georgia,  
and Uzbekistan, 2022

Rising exports to the Russian Federation were mostly driven by goods 
not covered by the EU export ban.
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https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=celex%3A32014R0833
https://comtrade.un.org/
https://comtrade.un.org/
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