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The Republic of Uzbekistan is situated in the central part of Central Asia between
Amu Darya and Syr Darya rivers. There are Turan Lowland in the northwest, and Tien-
Shan and Pamir-Alay mountain ridges in the southeast of the territory. Kyzyl Kum Desert
is in the North Area: total 448.900 km2: land: 425.400 km2, water: 22,000 km2.

Uzbekistan borders Turkmenistan, Kazakhstan, Tadjikistan and Afghanistan in the
South. Administrative and Territorial Structure: Autonomous Republic of Karakalpakistan,
12 regions, 226 cities and districts. Population: more than 33 million people
Uzbekistan is multination country. State language is Uzbek.



Religion: Islam
Currency: uzbek sum.
Climate: The climate of Uzbekistan is extremely continental with a great

number of sunny days. Average monthly temperature in January is from
10 to +3oC. Summer is hot and dry.

Average monthly temperature in July is from +35 to +45oC.
Autumn is warm enough and is the season when delicious fruits and

vegetables are in abundance in numerous bazaars (markets).
Average annual temperature is 13oC.
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Since President Shavkat Mirziyoyev took power in December 2016, Uzbekistan has been on 
the reform path. Centered around the Development Strategy for 2017-2021, the new 

government is working hard to boost economic growth by reforming governance, enhancing 
the rule of law and improving the business climate to attract foreign investment, promote 

exports and encourage regional cooperation.



Currency liberalisation has been one of the most significant developments for
Uzbekistan.

The official exchange rate was reduced by around 50% and Uzbek som
(national currency) is now in a managed float.

The mandatory sale of a share of firms’ export revenues to the Central Bank of 
Uzbekistan (CBU) was abolished. 

The new tax legislation will be introduced in January 2019. In addition to
simplifying the system, tax reform is directed to equalise the tax burden between
small and large firms, reduce taxes on labour to encourage job creation, broad the
tax base of value-added tax to preserve revenue.

Other changes include the extending greater independence to the Central Bank,
the introducing new legislation to promote competition and public–private
partnerships, the creation special economic zones which offering lower taxes for
investors.



The next step for Uzbekistan was to be integrated into the world economy, and to
be in the global value chain. Uzbekistan has greatly relaxed visa requirements (the
government has expanded the list of countries exempt from visas, introduced a new
short-stay transit visa, simplified application processes and launched an electronic-visa
system) to promote both tourism – potentially a major earner for Uzbekistan – and
business travel. The government has also reduced import tariffs, started to join the
World Trade Organization.

And currently Uzbekistan is preparing to make its debut on the international bond
market. The government is planning to issue its first Eurobond in 2019. The initial target
amount was $200-300m, but to get the attention from a larger group of international
investors around $1bn can be offered.

Before the issuance of its bonds Uzbekistan needs an international sovereign credit
rating in order to determine a kind of benchmark for Uzbek companies. In this regard last
year Uzbekistan began preparations to obtain a sovereign credit rating



After receiving the sovereign credit rating, big companies and banks of Uzbekistan will be
able to obtain a similar rating and raise funds in the market.

Obtaining sovereign credit rating of Uzbekistan will promote the growth of foreign
direct investments, expansion of cooperation with foreign partners, as well as creation of
favorable conditions for banks and enterprises for attraction of loans in the global financial
markets at lower interest rates.

According to the Uzbek Ministry of Finance, “Uzbekistan is expected to receive a rating of
BB or BB- after placing Eurobonds”.



Perhaps the sovereign rating of country will take into account some flaws, such as low
GDP per capital. On the other hand, Uzbekistan have strengths - strong credit profile and low
external debt, large foreign currency reserves of $27 bn (gold makes up half of the reserves) and
an enviable rate of economic growth which is predicted to be 5.6% for this year and 5.7% for
next year.

Most important factor is a strong political will of the Uzbek government to reform the
country. The government is hoping that a sovereign credit rating will allow the country’s banks
and enterprises to receive foreign loans at lower interest rates. By borrowing abroad, Uzbekistan
will set an example for domestic companies and make them more amenable to fundraising and
expanding their businesses.



In spite of the fact that three leading rating agencies - Fitch, Moody’s and Standard &
Poors - have not yet issued a sovereign rating for Uzbekistan, but they have history of
rating of activity of Uzbek banks. Fitch Ratings rates seven banks in Uzbekistan, four
of which are state-owned (Uzbek Industrial and Construction Bank, Asaka Bank,
Agrobank and Microcreditbank) with the remaining three held privately (Ipak Yuli
Bank, Trustbank and Universal Bank). Moody’s currently caps the foreign currency
deposit ratings of Uzbek banks at B2. In September, however, it changed the outlook
on its B2 rating of private-sector lender Hamkorbank to positive. Moody's Investors
Service also said in its recent research note that it was optimistic about a five-year
liberalization plan of the Uzbek government. “Even the plan's partial implementation
would enhance the country's institutional and economic strength and help attract
foreign investment,” Moody's said.



One more promising event concerning preparation of Uzbekistan to take part in international
bond market is the listing of the world’s first ever international Uzbek Soum-denominated bonds
in London Stock Exchange this year. The landmark bond issuance from International Financial
Corporation, a member of the World Bank Group, has placed three Uzbek soum-denominated
bonds, raising 240 billion soums (US$30 million equivalent) to expand lending for micro, small
and medium- enterprises (MSMEs) in Uzbekistan. This move is raising the profile of the Uzbek
soum internationally.



A positive outcome from the bond issuanc

e A positive outcome from the bond issuance would put Uzbekistan back on the
map of financial markets. The reform agenda entirely is very well aligned with
what the United Nations is working towards globally through Agenda 2030. In this
connection it's important to note that the government's progress in conducting
reforms has received endorsements from many international bodies. Particularly,
UN resident coordinator in Uzbekistan Helena Fraser states that “the international
community will need to continue supporting Uzbekistan with investments,
resources and expertise”.



The World Bank Group has rapidly scaled up its support to Uzbekistan since the
start of the reforms. The program in Uzbekistan is one of the World Bank’s largest
in the Europe and Central Asia region, with 18 projects under implementation
totaling US$ 3.3 billion. The EBRD returned to Uzbekistan in 2017 after a decade.
Its cumulative investment in the country stood at €860m and it has worked on 60
projects. The EBRD is also working with Uzbek government to improve the
regulatory framework of the financial market and develop the interbank market in
national currency with the ultimate goal of creating a well-functioning bond
market and stock market in Uzbekistan.



The most important thing today for the Uzbek government is not to lose the reformist
resolve and eagerness to implement drastic changes as Uzbekistan has a large, worthy
economy, and it can function on a far more liberal, market-based foundation than now.
The ambition of issuing an international bond marks the pace of change in Uzbekistan,
where only a couple of years ago the whole operation would have been unthinkable. And
it would open new financing sources for public, semi-public and private institution to
raise financing, perhaps also domestically, where the capital market still in the initial
stage of its development.



Thank You!
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