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BANKING REFORMS IN UZBEKISTAN AND THEIR IMPACT ON 

THE COUNTRY’S ECONOMY  
The current banking system of Uzbekistan 
has begun to take shape since independence 
and went through the several stages. The 
reform of the banking sector was intended 
to promote the development of the national 
economy, improving the social and eco-
nomic well-being of people. The law on 
banks and banking activities adopted in 
1991 provided the foundation for the coun-
try’s banking sector reforms, leading to the 
creation of the current two-tier banking 
system. With the establishment of the 
Central Bank (CB) in 1995, whose objec-
tives included the regulation of monetary 
circulation and the commercial banking 
system development, Uzbekistan initiated 
the drafting of a new monetary and ex-
change rate policy. 
The year of 1997 was marked by the inflow 
of private capital into the banking sector, 
which triggered competition in the sphere 
of banking services contributing to the 
emergence of new commercial banks, 
which were established through the reor-
ganization of the state-owned banks. In 
order to increase the efficiency of the 
banking system, the CB focused on the 
further improvement of the system of 
supervision over the second-tier banks, 
reviewing and expanding the internal 
legislation that regulates the banking activi-
ties. The World Bank (WB) and the United 
States Agency for International Develop-
ment provided most of the assistance at this 
stage of the banking sector’s development. 
In the 2000s, the country’s economic 
policy was characterized by maintaining a 
precautionary approach to structural re-
forms aimed at providing social stability 
and economic growth. Unlike other transi-
tion economies, Uzbekistan imposed strict-
er requirements on potential investors in 
relation to foreign capital participation in 
the banking sector of the country. Uzbeki-
stan’s foreign borrowing originated from 
the sources, which are not subject to finan-
cial market fluctuations, such as the Asian 
Development Bank, International Finance 
Corporation, and WB. This approach, on 
the one hand, significantly limited an 
exposure of the banking system of Uzbeki-
stan to global economic risks and shocks, 
but, on the other hand, the further devel-
opment of the banking sector required large 
capital injections from the government, 
which started to closely monitor the sphere 
of banking services. Although the high 
level of the government involvement en-
sured the sustainable development of the 
banking system, the extent of the banking 

sector’s liberalization remained low. In 
particular, there were limitations on foreign 
exchange transactions. In addition, restric-
tive requirements concerning the lending 
policy of banks hindered access to funding 
for small and medium-sized enterprises, 
resulting in the emergence of a system of 
directed credits for large business. 
With President Shavkat Mirziyoyev’s rise 
to power in December 2016, the large-scale 
reforms in all areas were initiated in the 
country, and the banking sector was not an 
exception. There are currently 28 second-
tier commercial banks in Uzbekistan, 
including 12 joint-stock commercial banks, 
eight private banks, five banks with the 
participation of foreign capital, and three 
state-owned banks. Within the context of 
the Action Strategy on Five Priority Areas 
of Development of Uzbekistan for 2017-
2021 initiated by the head of the state, 
special consideration is given to further 
reforming the banking system, ensuring its 
sustainable development and improving the 
banks’ performance in accordance with 
international standards. In particular, it is 
expected to continue the work towards 
improving the monetary system, attracting 
foreign investment, as well as simplifying 
the taxation system and loan procedures. 
Measures to increase the volume of non-
cash payments, including through the 
issuance of credit cards allowing to buy 
goods and services within certain limits, 
are one of the priority areas for developing 
the effectiveness of commercial banks. 
The country’s banking system was tasked 
with taking measures to liberalize the 
foreign exchange market by introducing a 
free currency conversion of Uzbekistan’s 
national currency, soum. During the period 
of transition to a fully convertible currency, 
the government provided special financial 
support to the banks and in June 2017 
allocated $500 million to increase the state 
share in the authorized capitals of commer-
cial banks. The next step included a gradual 
removal of restrictions on currency opera-
tions. Since April 1, 2018, citizens of 
Uzbekistan have been allowed to withdraw 
currency from their international payment 
cards at ATMs. Currently, the government 
permits purchasing foreign currency only if 
it is deposited to an international credit 
card. According to the CB, Uzbekistan’s 
commercial banks sold foreign currency 
worth $150.6 million in January-April 
2018, $84.7 million of which was pur-
chased by private entrepreneurs. Since 
April 2018, commercial banks have also 

begun to implement online conversion 
through mobile applications. In particular, 
in April 2018, $4.1 million of purchased 
foreign currency was acquired through 
mobile applications. 
According to the CB of Uzbekistan, as of 
April 1, 2017, the aggregate assets of the 
country’s banking system reached 90.1 
trillion soums ($21.45 billion), which is 
29.2% more compared to the same period 
of 2016. The capital adequacy ratio ex-
ceeded the international norms by 1.8 
times. As of January 1, 2018, the total 
assets of commercial banks increased 
almost twofold in terms of the national 
currency to 166.6 trillion soums ($20.89 
billion). Thus, according to the results of 
2017, the banking system reforms served to 
improve the efficiency of the monetary 
policy of the CB and further strengthened 
the financial stability of the banking sys-
tem. According to the rating of the World 
Economic Forum, Uzbekistan is among the 
five fastest-growing economies. Moreover, 
the credit rating organizations such as 
Standard and Poor’s, Fitch Ratings and 
Moody’s Investors Service make a positive 
assessment of Uzbekistan’s commercial 
banks, defining them as steadily develop-
ing. 
In general terms, it may be stated that 
despite recent economic challenges and the 
power transit, the economy of Uzbekistan 
has been developing steadily and confi-
dently. It is expected that by 2020 commer-
cial banks would finalize their step-by-step 
transition to the standards issued by the 
Basel Committee on Banking Supervision 
(Basel III), which was launched in 2015. 
The last year showed a positive trend in 
reforming the banking sector of Uzbeki-
stan, which was witnessed by the interna-
tional community. In particular, the Euro-
pean Bank for Reconstruction and Devel-
opment resumed its work in the country, 
after suspending its involvement back in 
2005. A positive assessment of the imple-
mented reforms has increased the need to 
sustain a high rate of the banking sector 
reforms even further, especially in retail 
lending. The diversification of the banking 
sector and the shift from corporate lending 
to providing a full range of banking ser-
vices to the population will certainly con-
tribute to the continued economic growth. 
However, it is important to improve the 
efficiency of the monitoring and accounta-
bility systems in order to minimize the 
risks related to the implementation of the 
new monetary policy. 



 

 

Politics, Foreign Affairs and Security 

 

 
 During his official visit to Moscow, 

President of France Emmanuel Macron 

met with President of Russia Vladimir 

Putin to discuss ways of improving bi-

lateral cooperation and exchange views 

on global and regional issues, including 

the war in Syria and the situation in 

Ukraine, as well as the future of the 

Iran nuclear deal. 

 During his official visit to Baku, Presi-

dent of Serbia Aleksandar Vucic met 

with President of Azerbaijan Ilham 

Aliyev to discuss further development 

of bilateral relations in a number of 

fields, including the political and eco-

nomic spheres. As a result of the visit, 

the parties signed a package of the in-

tergovernmental agreements, including 

the Joint Action Plan on Strategic Part-

nership. 

 During his official visit to Moscow, 

Prime Minister of India Narendra Modi 

met with President of Russia Vladimir 

Putin to discuss military and technical 

cooperation between the two countries 

with a particular emphasis on econom-

ic interaction. 

 During his official visit to Bishkek, 

OSCE Secretary General Thomas 

Greminger met with Foreign Minister 

of Kyrgyzstan Erlan Abdyldaev to dis-

cuss current issues of bilateral interac-

tion and prospects for strengthening 

mutual cooperation. 

 During his official visit to Ankara, 

Minister of Culture, Information and 

Tourism of Kyrgyzstan Sultan 

Zhumagulov met with Minister of Cul-

ture and Tourism of Turkey Numan 

Kurtulmush to discuss the further de-

velopment and strengthening of bilat-

eral cultural ties and the exchange of 

experience in the field of tourism. As a 

result of the meeting, the parties ap-

proved a special action plan for coop-

eration in the field of tourism. 

 During his official tour of Central Asia, 

Minister of Defense of Russia Sergey 

Shoigu visited Uzbekistan and Kazakh-

stan. During his visit to Tashkent, the 

Russian Defense Minister met with 

President of Uzbekistan Shavkat Mir-

ziyoyev to discuss problems of interna-

tional and regional security, focusing 

on the topical issues of bilateral mili-

tary and technical cooperation. During 

his visit to Astana, Sergey Shoigu met 

with President of Kazakhstan Nursul-

tan Nazarbayev to discuss prospects of 

further strengthening interstate rela-

tions in the defense-industrial sphere. 

Furthermore, the Russian high-ranking 

official took part in the session of the 

Council of Defense Ministers of the 

Collective Security Treaty Organiza-

tion. 

 During his official visit to Ashgabat, 

EU Special Representative for Central 

Asia Peter Burian met with Minister of 

Foreign Affairs of Turkmenistan Ra-

shid Meredov to discuss key issues of 

mutual interest, including the further 

implementation of the EU Strategy for 

Central Asia. 

 During the 51st meeting of the special 

working group for the development of 

the convention on the legal status of 

the Caspian Sea at the level of deputy 

foreign ministers held in Astana, the 

parties approved a preliminary agenda 

and a draft final political document of 

the upcoming Fifth Caspian Summit. 

The participants of the meeting agreed 

a number of documents, including the 

agreements on cooperation in the field 

of transport, trade and economic coop-

eration, as well as on the prevention of 

incidents in the Caspian Sea. 
.  

Economy, Finance and Energy 
 

 According to the National Bank of 

Tajikistan, the total value of loans is-

sued by the Tajik financial institutions 

as of early April 2018 amounted to 

more than 8.1 billion somoni ($905 

million). It is also noted that during the 

reporting period the total volume of the 

credit organizations’ deposits totaled 

over 9 billion somoni ($1 billion). 

 According to the Kazatomprom nation-

al atomic company, the first batch of 

Kazakhstan’s uranium was delivered to 

Brazil. It is noted that earlier in May 

2018 the company won an international 

tender for the supply of natural urani-

um concentrates to the Brazilian com-

pany Industrias Nucleares do Brazil. 

 According to Minister of Agriculture, 

Food Security, and Land Reclamation 

of Kyrgyzstan Nurbek Murashev, the 

country exported fruit and berry crops 

worth $157 million to the EEU coun-

tries in 2017. It is noted that $74 mil-

lion worth of fruit and berry crops were 

exported to Kazakhstan, while the rest 

were exported to Russia. 

 According to the Statistical Agency of 

Tajikistan, the country’s external debt 

fell by almost $20 million in the first 

quarter of 2018 to $2.8 billion. It is al-

so noted that the main creditor of Ta-

jikistan is the Eximbank of China, to 

which Dushanbe owes more than $1.2 

billion. 

 According to Minister of Economy of 

Azerbaijan Shahin Mustafayev, the 

country’s non-oil industry grew by 

10% in January-March 2018. It was 

noted that the figure for 2017 was 

3.7%. During the reporting period, the 

non-oil exports increased by 35%. 

 According to Managing Director of the 

National Iranian Oil Company Ali 

Kardor, Iran’s total exports of crude 

stands at an average of 2.5 million bar-

rels per day. It is also stated that the 

country’s oil exports will remain un-

changed if the Iran nuclear deal is sal-

vaged by the EU. 
 

Society and Culture 
 

 President of Azerbaijan Ilham Aliyev 

signed a decree pardoning 634 people 

on the occasion of the centenary of the 

first republic created in 1918. Among 

the pardoned, there are 39 foreign citi-

zens, including 11 citizens of Georgia, 

five citizens of China, four citizens of 

each of Russia and Iran, three citizens 

of each of Turkey and Bangladesh, two 

citizens of each of Turkmenistan and 

Kazakhstan, citizens of Uzbekistan, 

Cameroon, India, Afghanistan and 

Ukraine, as well as three stateless per-

sons. 

 According to the decree of the Cabinet 

of Ministers of Uzbekistan, the country 

plans to create a network of modern 

cinemas in 2018-2019. A total of 49 

cinemas will be built in the country. 

Two cinemas will be opened in each of 

Karakalpakstan, the Jizzakh region and 

Tashkent, six cinemas in the Andijan 

region, five in each of the Bukhara and 

Khorezm regions, four in each of the 

Kashkadarya, Fergana and Namangan 

regions, three in each of the Navoi, 

Samarkand, Syrdarya, Surkhandarya 

and Tashkent regions. 

 According to the state-owned Russian 

Space Systems Company, the country 

plans to implement a project aimed at 

creating a global satellite communica-

tions network, which will require 288 

satellites operating in the 870 km orbit 

by 2025. The project envisages an aer-

ospace infocommunications network 

and, if successful, will create orbital In-

ternet. 

 Actress from Kazakhstan Samal Yesly-

amova, who starred in the social drama 

Aika by Kazakhstan-born Russian di-

rector Sergey Dvortsevoy, won the 

Best Actress award at the 71st Cannes 

Film Festival. 
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