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The ratings of Uzbekistan continue to be constrained by highly
concentrated and largely underdeveloped banking and financial sectors,
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low rule of law and government effectiveness as well as continued
inability of the Central Bank of Uzbekistan (CBU) to curb inflation.
On the positive ground, short- and long-term debt levels continue to be
low and well covered by the FX reserves. Comparatively high GDP growth
rates and well-balanced budget continue to support the rating. The recent
elimination of FX and export controls, aimed at promoting the country´s
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on how well the authorities will continue to implement the policy during

However, the long-term impact on the overall economy will only depend
the transition period and prevent a possible downturn in asset quality,
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estimated at around 11,5% of GDP and 35,2% of budget revenues in 2016,
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Debt level is increasing but remains low. Gross government debt was
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respectively, caused mainly by a recent expansionary fiscal policy (see
graph 1). Due to the external nature of most of Uzbekistan’s debt, the
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abovementioned debt metrics (still the lowest amongst the country’s
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regional peers1) may deteriorate following the recent UZS depreciation.
Main Economic Indicators of Uzbekistan
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of budget revenues. This, combined with a substantial amount of FX
reserves at more than 43x of short-term debt, reflects the reduced shortterm credit risks of the country.

fiscal policy focused on cutting taxes and increasing social expenditure.
These measures have supported the economic growth, however have
significantly eroded the fiscal balance, which was estimated to be at -0,3%
of GDP in 2016 (see graph 2). Given the new FX policy regime and the

Regional peers of Uzbekistan include Armenia, Azerbaijan, Belarus, Georgia, Kazakhstan, Kyrgyz Republic, Russia, Tajikistan and Turkmenistan.
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Graph 1: Budget vs debt dynamics, % of GDP
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Despite stagnating world commodity prices, the country´s exports were
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expected to increase by around 25% in 2016, reflecting improvements in
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exports of chemicals, machinery, gold and services which managed to
offset decreased exports of the country´s key commodities. Given an
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estimated 6% increase in imports in 2016, the country´s current account
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is likely to have turned positive at 1,4% of GDP in 2016.
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Banking sector risks remains low. The state-owned-banks-dominated
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banking sector remains low in scale with assets and volume of private
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credit to GDP at just 40,3% and 23,3% respectively. The banking sector
Graph 2: Fiscal balance vs real GDP growth
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bank intervention frameworks. Nevertheless, the recent UZS devaluation
may have a negative impact on the asset quality, profitability and
capitalization level of the key banks.
Monetary policy has been under a significant change. Inflation rate

Real GDP growth y-o-y, %

was estimated at 7,9% in 2016 (see graph 3) and well above the CBU
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target band. However, in order to control for further inflationary
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pressures, mainly caused by rapid money and credit growth, the CBU has
tightened the monetary policy and raised the refinancing rate from 9% to

Graph 3: Inflation dynamics, % y-o-y
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will help to converge to a stable monetary policy and more efficient
control of inflation.
Credit climate remains constrained. Despite some recent efforts
towards greater transparency (e.g. the authorities decided to adopt a new
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Graph 4: USD/UZS Exchange rate in 2017

CPI measurement of inflation starting from 2018), limited access and
availability of national statics remains one of the key concerns for the
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The newly elected president, Shavkat Mirziyoyev, has continued making
steps towards opening the country to the outside world. In 2017 policies
were made in order to reform FX, legal and tax regulation in order to
stimulate FDI inflow and bring the economy from informal to formal. The
authorities have adopted 2017-21 strategy for further development of
Uzbekistan, successful implementation of which will strengthen the
economy further.
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