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Abstract: Uzbekistan has emerged as Central Asia's most economically resilient nation
over the 2020-2025 period, demonstrating robust growth acceleration despite global
COVID-19 disruptions, commodity price volatility, and geopolitical tensions. This article
synthesizes guantitative and qualitative evidence from international financial institutions,
national statistics, and policy documentation to analyze Uzbekistan's macroeconomic
performance, sectoral transformation, and institutional reforms. The country's real GDP
expanded from USD 114.97 billion (2024) to an estimated EUR 133 billion (2025), with
consistent 6-8% annual growth underpinned by domestic demand, foreign direct investment
(USD 39.7 hillion in 2025), and export diversification. Structural reforms initiated in 2017—
including currency liberalization, trade deregulation, SME financing expansion, and
renewable energy scaling—have repositioned Uzbekistan as an upper-middle-income
transition economy. Poverty reduction has accelerated from 17% (2022) to 5.8% (2025),
driven by targeted employment policies and social protection programs. Yet persistent
vulnerabilities remain: limited total factor productivity gains, large state enterprise
footprints, and trade competitiveness gaps relative to regional peers. This article examines
Uzbekistan's 2030 strategic targets, evaluates post-2025 growth pathways, and identifies
critical policy priorities necessary to sustain double-digit growth and achieve upper-middle-
income status by 2030. Analysis reveals that while external opportunities—particularly from
U.S.-Uzbek partnerships, EU trade access, and renewable energy investment—are
substantial, domestic institutional deepening, private sector expansion, and human capital
investment remain central to economic sustainability.

Keywords: Uzbekistan, emerging markets, economic growth, structural reforms,
Central Asia, development economics

Introduction

Uzbekistan occupies a strategic position in Central Asia: a large, resource-rich economy
with 38 million inhabitants, significant cotton and natural gas endowments, and geographic
positioning connecting South Asia, Europe, and China. Since 2017, the country has pursued
an ambitious transition agenda—from decades of state control and economic protectionism
toward a market-oriented, reform-driven model. The 2020-2025 period has been pivotal,
testing the credibility and resilience of this reform platform amid unprecedented global
headwinds: a pandemic-induced recession, commodity price shocks, Russia—Ukraine
geopolitical realignment, and evolving great-power competition in Central Asia.
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Between 2020 and early 2026, Uzbekistan has demonstrated macroeconomic stability
unusual for transition economies. Real GDP growth remained positive even in 2020 (1.6%),
rebounded to 5-6% annually from 2021 onward, and has accelerated to 7.6% as of Q3 2025.
Foreign direct investment inflows have surged from USD 2.84 billion (2024) to EUR 39.7
billion (2025). Poverty incidence has fallen dramatically to 5.8%, with 7.5 million individuals
lifted out of poverty since 2016. Simultaneously, the government has advanced WTO
accession negotiations (33 of 34 bilateral agreements concluded), expanded SME financing
mechanisms, and committed to aggressive renewable energy targets (54% of electricity by
2030).

Yet policymakers and development partners recognize that the current growth model
faces sustainability constraints. Growth has been capital-intensive rather than productivity-
driven; the state remains a significant allocator of resources and credit; and trade
competitiveness vis-a-vis regional comparators has weakened. This article provides a
comprehensive empirical and analytical assessment of Uzbekistan's economic trajectory,
interrogating the drivers of recent performance, the credibility of medium-term forecasts, and
the institutional and policy reforms necessary to achieve the government's 2030 vision of a
USD 160-230 billion economy with per capita income of USD 4,000.

2. Macroeconomic Performance: 2020-2025

2.1 Output and Growth Dynamics

The COVID-19 pandemic presented an immediate test of macroeconomic institutional
capacity. Initial projections from the Asian Development Bank (2020) forecast a 4.7% growth
slowdown, but the Uzbek government's rapid deployment of fiscal, monetary, and financial
measures—combined with strong containment protocols—yielded a more resilient outcome.
Real GDP contracted minimally to 1.6% in 2020, reflecting a sharp but brief contraction in
H1 2020 and recovery in H2 2020. This trajectory contrasted favorably with regional peers
and lower-middle-income comparators.

Recovery accelerated from 2021 onward. GDP growth averaged 6—7% annually from
2022 to 2024, driven primarily by robust domestic demand, infrastructure investment, and
export performance. By 2024, nominal GDP reached USD 114.97 billion (constant price,
2015 base), positioning Uzbekistan as the 64th-largest economy globally and 56th by
purchasing power parity. Real GDP growth remained robust at 6.5% in 2024 and accelerated
to 7.6% year-on-year in Q3 2025.

In nominal terms, GDP exceeded EUR 133 billion (USD ~145 billion) in 2025, with per
capita income reaching approximately EUR 3,500. Official government projections now
target GDP of EUR 220-230 billion by 2030, implying a compound annual growth rate
(CAGR) of 6-7% over the medium term. International Monetary Fund (IMF) baseline
forecasts expect growth to moderate gradually to 6.0% in 2026 and 5.9% in 2027, reflecting
global uncertainty and normal base effects from high prior-period growth. Critically, even
these "moderate” rates position Uzbekistan among the top three fastest-growing economies
in Europe and Central Asia, with growth rates 2.5-6 times higher than global and regional
averages.
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The growth composition merits examination. IMF and World Bank diagnostics confirm
that 2010-2022 growth was driven predominantly by capital accumulation and labor force
expansion rather than total factor productivity (TFP) gains. This pattern—while supporting
headline growth figures—raises sustainability concerns for post-2025 performance. Total
factor productivity remains negative or near-zero in most sectors, constraining long-term
potential output growth and suggesting that further acceleration toward double-digit growth
(as envisioned in 2030 strategies) will require marked institutional and technological
improvements.

2.2 Inflation and Monetary Policy

Inflation emerged as a persistent policy challenge. The central bank inherited high
headline inflation from currency depreciation and energy price adjustments following 2017
liberalization measures. Inflation moderated from peak levels but stabilized around 10-11%
annually through 2024—-2025. Government energy price reforms (implemented in 2024-2025)
temporarily elevated inflation, reaching 10.6% year-on-year in May 2024 before moderating
marginally to 10.1% by April 2025.

The Central Bank of Uzbekistan (CBU) has signaled a commitment to reduce inflation
toward its 5% target by end-2027 through tighter monetary policy and improved transmission
mechanisms. However, real interest rates—while elevated by emerging-market standards
(deposit rates at 17.6% as of late 2025)—have not fully suppressed broad money growth,
necessitating continued macroprudential vigilance. IMF staff assessments recommend further
exchange rate flexibility and enhanced central bank communication to anchor inflation
expectations more credibly.

2.3 External Position and Foreign Exchange Reserves

The external position has strengthened considerably. Current account deficits narrowed
from earlier levels to approximately 5% of GDP in 2024-2025, supported by strong
remittances (12% of GDP, though vulnerable to Russian sanctions and labor migration),
rapidly growing non-gold exports, and favorable commodity prices (particularly gold).
International reserves have remained ample, reaching USD 41.24 billion in 2024 and EUR 55
billion (including gold) by 2025, equivalent to 9.2 months of prospective imports.

The exchange rate, though subject to administrative guidance, has moved toward greater
flexibility since the 2017 unification of official and parallel rates. The soum depreciated
modestly against major currencies amid capital outflows and geopolitical premium during the
20222023 Russia—Ukraine conflict but has stabilized. Foreign exchange liquidity remains
adequate, and reserves are sufficiently buffered to accommodate moderate external shocks.

2.4 Fiscal Position

Consolidated government deficits have narrowed from cyclical peaks, declining to 3.2%
of GDP in 2024 (from 5% prior) and stabilizing around 3% target in 2025. This consolidation
reflects growth-friendly expenditure adjustments, including reductions in energy subsidies
(government spending on natural gas subsidies was approximately USD 1 billion in 2025)
and better-targeted social transfers.

However, the tax-to-GDP ratio has declined, and broader public sector spending
(including state-owned enterprises and public—private partnerships) has grown faster than
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anticipated, creating contingent fiscal risks. IMF staff have urged strengthening tax
administration, expanding the tax base, and phasing out directed and preferential lending to
enhance fiscal sustainability.

Real GDP Growth Rising with Strong Forecasts (2020-2027)

Actual growth exceeded 6% from 2022, projected to moderate

—e— Actual —e— IMF/WB Forecast Powered by m perplexity

______

Real GDP (%)

External Economic Dynamics and Geopolitical Context

3.1 Trade Performance and Export Diversification

Total merchandise trade reached USD 65.9 billion in 2024, with exports of USD 26.9
billion and imports of USD 39 billion. Exports growth accelerated sharply to 23% in 2025
(EUR 30.7 billion), exceeding global trade growth and reflecting both rising gold prices and
improved competitiveness in non-commodity sectors.

Export composition has shifted meaningfully. Gold exports (USD 7.5 billion, 2024)
remain dominant but are increasingly complemented by manufactured goods: automotive
components (USD 637 million, up fourfold since 2017), textiles (USD 1.2 billion clothing,
up sixfold from 2017), and fabricated materials. Fabric exports alone grew from negligible
levels to USD 450 million (2017-2024), while other textile products expanded tenfold to USD
350 million. Services exports—particularly telecommunications, transport, and digital
services—now contribute approximately USD 84 billion to GDP.

However, the trade balance remains structurally deficient, at -15.2% of GDP (2024),
reflecting large import requirements for capital equipment, industrial inputs, and raw
materials associated with ongoing industrialization. Manufacturing output has doubled to
nearly USD 60 billion, with the sector's share in gross value added climbing from 12% (2014)
to 21% (2024)—a notable structural shift toward processing industries.

Trade policy liberalization has advanced substantially. Average effective tariff rates fell
from 15.3% (September 2017) to approximately 7.5% by 2020 and have stabilized around
this level, reducing protectionist distortions. WTO accession negotiations have accelerated,
with 33 of 34 bilateral market-access negotiations concluded by end-2025; the government
targets formal WTO membership by March 2026 (14th WTO Ministerial Conference).
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The EU granted Uzbekistan Generalized Scheme of Preferences Plus (GSP+) status in
April 2021, waiving tariffs on approximately 66% of exports to EU markets contingent on
compliance with international conventions on labor, environmental, and governance
standards. An Enhanced Partnership and Cooperation Agreement (EPCA) was finalized in
October 2025, deepening bilateral trade and investment frameworks. The EU is now
Uzbekistan's third-largest trading partner (10.4% of total trade) and second-largest export
destination (7.2% of exports).

3.2 Geopolitical Shocks and Strategic Realignment

Uzbekistan's economic trajectory has been shaped by two major geopolitical
disruptions: the 2022 Russia—Ukraine conflict and subsequent Western sanctions, and the
emerging U.S.—China competition for strategic influence in Central Asia.

Russia and sanctions exposure: Russia accounts for 17.6% of Uzbekistan's imports and
15% of exports (2024). The country is a significant source of remittances (approximately 12%
of GDP), though Russian economic contraction and labor market constraints have begun
eroding these flows. Following 2022 sanctions, analysts expected remittance declines similar
to 2014-2016 (30% for Uzbekistan), yet empirical damage has been modest thus far, partially
offsetting trade complications. Conversely, Russia's demand for imports—particularly food,
textiles, and machinery—has buoyed Uzbek exports, with bilateral trade surging post-2022
as European suppliers withdrew. In 2024, Uzbekistan successfully lobbied for lifting
longstanding Russian bans on vegetable exports (tomatoes and peppers), recovering market
access.

Importantly, Uzbekistan has maintained strict sanctions compliance and avoided
financial inclusion in secondary EU sanctions targeting Central Asian financial institutions
that circumvented Russian restrictions. This strategic positioning has preserved access to EU
investment (USD 40 billion in project portfolio), credit, and technology transfer opportunities.

Energy partnerships: Russia's Lukoil and Gazprom operate Uzbekistan's primary oil and
gas fields, though reporting opacity obscures exact ownership shares. Russian entities seek
alternative export routes and markets to replace lost European sales; Uzbekistan's geographic
position as a potential transit corridor for re-routed Russian hydrocarbons is strategically
significant. However, Uzbekistan has not formalized agreements to become a sanctions-
circumvention hub, maintaining pragmatic equidistance between Russian, Chinese, and
Western interests.

U.S. strategic engagement: A major shift occurred in late 2025 with the conclusion of
comprehensive U.S.—Uzbekistan economic and strategic agreements. The Uzbek government
announced investment intentions of USD 35 billion over three years (USD 100+ billion over
ten years) in priority sectors: critical minerals and rare earth elements, aviation, infrastructure,
agriculture, energy, and information technology.

Specific partnerships include:

» Critical minerals: Agreements with Denali Exploration Group (mineral development)
and Re Element Technologies (rare earth extraction and processing)
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* Agricultural technology: Valmont Industries to supply water-saving irrigation systems
(critical for arid Central Asia); planned imports of 2 million tons soybeans and 100,000 tons
cotton annually

* Energy: Air Products USD 3 billion methanol production plant investment

« Automotive: USD 5 billion in automotive components supply; interest from U.S. firms
in privatization of UzAuto Motors

* Digital security: Palo Alto Networks partnership for cybersecurity infrastructure and
Al research

These agreements signal Uzbek strategic repositioning toward deepened Western
engagement while maintaining relationships with Russia and China—a balancing act
reflecting regional multipolarity.

Chinese industrial partnerships: China remains Uzbekistan's largest trading partner
(18.9% of trade) and a major FDI source. Chinese textile firms, facing rising labor costs and
Western tariffs, are relocating manufacturing capacity to Uzbekistan to leverage lower wages
(USD 100-200/month), cheap electricity (USD 0.04/kwWh), and EU GSP+ preferential market
access. Investments by Hi-Tech Holding (synthetic fiber and viscose yarn), Fong Group
(dyeing and finishing), and Red Dragonfly Group (apparel manufacturing) are positioning
Uzbekistan as a mid-tier producer in global textile value chains. This offers capital, market
access, and technology transfer opportunities, but risks creating dependency on Chinese
inputs and limiting autonomous value-chain climbing.

4. Sectoral Transformation and Industrial Diversification

4.1 Manufacturing and Textiles: The Core Transition

Manufacturing has become the locomotive of structural transformation. From 12% of
gross value added in 2014, manufacturing expanded to 21% by 2024, with output nearly
doubling to USD 60 billion. Critically, this expansion reflects a deliberate policy shift from
raw cotton exports toward finished and semi-finished textiles and garments.

Between 2017 and 2024:

« Fabric exports grew 5-fold to USD 450 million

* Clothing exports increased 6-fold to USD 1.2 billion

* Other textile products expanded 10-fold to USD 350 million

This transition reduces vulnerability to commodity price cycles and positions
Uzbekistan as a regional manufacturing hub. However, the sector remains labor-intensive
relative to capital productivity: approximately 1.5 million workers generate USD 60 billion
output, compared to 626,000 workers producing similar output in Kazakhstan. Labor
productivity per worker remains low, reflecting skills gaps and capital vintage constraints.

Government policy supports further scaling: textile output reached UZS 134 trillion in
2025, with targets of UZS 147 trillion (USD 3.3 billion exports) for 2026, rising to USD 7
billion by 2030. Fresh investments of USD 2.2 billion are planned for apparel, fabric dyeing,
and digital efficiency. However, sustainability requires moving beyond basic garment
assembly toward brand development, design, and sustainability certification—areas where
Uzbekistan currently lags regional and global competitors.

4.2 Energy Sector: Transition from Hydrocarbons to Renewables
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Uzbekistan holds significant natural gas reserves and is a meaningful crude oil producer,
with energy exports contributing substantially to government revenue and foreign exchange
earnings. However, the government has committed to a major energy transition toward
renewable sources.

Renewable energy targets have been progressively upgraded:

« 2024 baseline: 25% renewables by 2030

* Current commitment (2025): 40-54% renewables by 2030

« Capacity target: 25-27 GW of solar and wind capacity by 2030 (up from 12 GW
previously)

Major projects under development include:

* Guzar solar complex: 300 MW + 75 MWh battery storage (USD 30 million ADB-
Masdar financing); expected to generate 634 GWh annually

* Nukus Il wind farm: 200 MW capacity + 100 MWh storage (ADB financing), reducing
fossil fuel imports

« Broader Masdar partnership: Approximately 2 GW of clean energy capacity with USD
2+ billion cumulative investment

These investments address multiple strategic objectives: energy security (reducing
natural gas import dependence), climate commitments (16 million tons CO2 reduction by
2030), and grid modernization. International financing is substantial, with Asian
Development Bank, World Bank, and bilateral partners (UAE's Masdar) leading investment.

4.3 Mining and Critical Minerals

Gold exports (USD 7.5 billion, 2024) represent a major foreign exchange source, though
commodity prices create volatile revenue streams. Recognizing this volatility, the government
has begun developing critical minerals extraction and rare earth processing capabilities—
areas of strategic importance for global energy transition and technology supply chains.

Recent U.S.—Uzbek agreements aim to accelerate critical minerals development,
positioning Uzbekistan as a reliable supplier to Western semiconductor, renewable energy,
and defense industries. These ventures remain nascent but represent a medium-term
diversification opportunity.

4.4 Agriculture and Agro-processing

Horticulture remains important, with annual exports of approximately USD 1 billion.
However, the sector underperforms relative to potential comparative advantage. Eighty
percent of horticulture exports go to neighboring Kazakhstan and Russia—Ilower-value
markets—whereas Uzbekistan's production quality could compete in European and East
Asian premium segments. Government policy supports modernization through technology
partnerships (e.g., Valmont Industries irrigation systems) and land redistribution to
smallholder farmers.
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Growing Non-Traditional Exports Transform Economy (2017-2024)
Services and textiles surge while commodity reliance declines
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Poverty Reduction and Social Outcomes

Poverty reduction has been among Uzbekistan's most striking achievements, driven by
rapid growth, targeted employment programs, and social protection expansion.

5.1 Poverty Trends

« 2016: 32% poverty incidence (World Bank baseline)

2022: 17% (upper-middle-income poverty line: USD 6.85/day)

*2024: 8.9%

«2025: 5.8% (Government estimate; 302,000 families lifted out of poverty in 2025
alone)

This trajectory—reducing poverty from 17% to 5.8% in three years—is exceptional by
emerging-market standards. The government aims to further reduce poverty to 6% by end-
2025 and targets halving poverty (to approximately 4.5%) by 2030 in pursuit of UN
Sustainable Development Goals.

5.2 Employment and Income Dynamics

Employment creation has accelerated, with 5 million individuals securing "stable
employment" in 2025. GDP per capita has risen from USD 1,750 (2017) to an estimated USD
3,500 by 2025, with government targets of USD 4,000 by 2030. Real household incomes have
expanded, supported by wage growth, entrepreneurship, and social transfers.

The mechanism of poverty reduction combines growth-friendly macroeconomic
policies with targeted social programs:

» Mahalla-based initiatives: Community-level income-generating activities and
microfinance

e Land redistribution: 235,000 hectares redistributed to 800,000 families during
COVID-19, providing agricultural income sources

* COVID-19 assistance: 2+ million families received direct social assistance during
pandemic
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« Social protection: Expanded targeting and benefit levels for vulnerable populations

6. Institutional Reforms and Private Sector Development

6.1 Market Liberalization (2017-2025)

The foundational economic reforms initiated in 2017 under President Shavkat
Mirziyoyev have progressively liberalized markets and reduced state control. Key
achievements include:

» Currency liberalization: Unified official and parallel exchange rates (September 2017);
established free conversion for current transactions

* Price deregulation: Removed controls on most goods and services; energy subsidies
gradually reduced

« Tariff reduction: Average effective rates fell from 15.3% to 7.5%

» Administrative barriers: Reduced customs procedures; simplified business registration
and licensing

» Banking sector reform: Deregulated commercial banking; expanded credit access;
reduced directed lending

These reforms have improved the business climate, as reflected in rising entrepreneurial
activity and investment intentions. The number of registered entrepreneurs expanded from
213,000 (2016) to approximately 1.2 million (2025).

6.2 SME Financing and Entrepreneurship

Small and medium enterprises (SMEs) now account for over 90% of businesses, 75%
of employment, and approximately 55% of GDP, with government targets to raise this to 60%
by 2030. The government has implemented comprehensive SME support mechanisms:

Financing reforms:

* Collateral-free loans up to EUR 23,000 for microenterprises; EUR 11,500 for
qualifying SMEs

«\Women entrepreneurs: 2 percentage point interest rate reduction on preferential
programs

» World Bank and ADB credit lines: USD 100 million loan + USD 5 million grant for
Access to Finance for Jobs and Growth (AFGJG) program

* Fund of Funds initiative: Mobilizing USD 500 million in private capital for SME credit
and equity

Regulatory environment:

* Three-year moratorium (effective July 2025) on new regulatory obligations for SMEs;
new rules only twice yearly

« First-time commerce violations exempt from administrative penalties until 2028

* Business Climate Index reached 63/100 (highest in two years)

Support infrastructure:

* Business Development Bank regional Small Business Support Centers

» Mobile outreach teams providing legal advice and training across regions

e International partnerships: Japanese Yamagata University collaboration on
entrepreneurial training; U-HOPE 2025 innovation initiative in Karakalpakstan
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Allocation: EUR 9.23 billion allocated for SME support in 2025, including EUR 1.69
billion for preferential lending.

Target SME exports are projected to increase from EUR 8.28 billion to EUR 11.04
billion in the near term.

6.3 WTO Accession

WTO accession has accelerated as a strategic priority. By end-2025, Uzbekistan
completed 33 of 34 bilateral market-access negotiations. Legislative alignment has advanced
through adoption of 30 WTO-related legal acts (4 laws, 8 presidential decrees, 12 cabinet
decisions, 6 departmental regulations), with 29 additional draft acts in preparation. The
government targets formal WTO membership by March 2026, representing a critical
institutional anchor for rule-based trade and investment.

6.4 State-Owned Enterprise Reform

Large-scale privatization and SOE restructuring remain incomplete. While small and
medium privatization advanced post-2017, major enterprises—particularly in energy,
utilities, and finance—remain state-controlled or state-influenced. IMF and World Bank
assessments recommend accelerating privatization, improving corporate governance, and
phasing out directed and preferential lending to enhance market efficiency and resource
allocation.

7. Foreign Direct Investment and Capital Flows

FDI has surged as confidence in reform credibility has grown. Annual FDI inflows
averaged USD 2-3 billion in early 2020s but jumped to USD 39.7 billion in 2025 (3.19% of
GDP), among the highest FDI-to-GDP ratios globally. Cumulative FDI since 2017 exceeds
EUR 120 billion, compared to only EUR 4.1 billion in 2016—a 30-fold increase reflecting
reform-driven investor appetite.

Investment composition has shifted toward export-oriented, technology-intensive
sectors: manufacturing (textiles, automotive), renewable energy, and digital services. Major
source countries include China (textile manufacturing), UAE (renewable energy), and
increasingly the United States (critical minerals, aviation, digital infrastructure). State-
directed lending and fiscal incentives continue to play roles, though private capital
mobilization has expanded.

The government targets attracting EUR 166 billion in FDI over 2026-2030,
underpinning plans to launch 228 new industrial projects valued at EUR 13 billion and create
1 million high-income jobs.

8. Credit Ratings and External Credibility

International credit rating upgrades have reflected improving macroeconomic stability
and reform momentum:

Agency |Current Rating (Outlook Date Prior Rating
S&P Global BB Stable |Nov 21,2025| BB-(2020)
Moody's Ba3 Positive | Jun 13,2025 | BI1 (2019)
Fitch BB N/A 2025 BB (2024)
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S&P's November 2025 upgrade to BB (from BB-) cited strong growth, narrowing fiscal
and current account deficits, and ample international reserves. Moody's positive outlook (June
2025) highlighted macroeconomic stability and reform progress. These upgrades reduce
Uzbekistan's borrowing costs and enhance investor confidence, though ratings remain in
speculative-grade territory, reflecting persistent institutional vulnerabilities and state footprint
in the economy.

9. The Digital Economy and Financial Technology

Uzbekistan has emerged as an unexpectedly prominent fintech hub. The digital economy
is growing at 15-20% annually, supported by high internet penetration (80%+), youth
demographics, and government support for innovation.

Key developments:

» Uzum fintech unicorn: Founded 2022, raised USD 65.5 million in Q3 2025 (co-led by
Tencent and VR Capital); Uzum Bank issued 2+ million co-branded Visa cards and USD 200
million unsecured lending volume in Q1 2025 alone

* Regional prominence: Uzbekistan tied with Hong Kong for three top fintech deals in
Q3 2025, a significant shift from 2024 when India dominated Asian fintech investment

« Stablecoin sandbox: Launched as regulatory innovation to develop digital payment
infrastructure

» E-government: Digital service delivery expanding; tax administration modernization
underway

« IT infrastructure: Tashkent IT Park operational since 2019; international BPO and
software development activity growing

The government targets continued digital transformation through:

» Renewable energy integration and smart grid development

» E-commerce expansion (Uzum, others) and digital payment systems

* Cybersecurity capability-building (Palo Alto Networks partnership)

* Al and machine learning deployment across sectors

10. 2030 Strategic Vision and Growth Projections

10.1 Official Targets

The government's "Uzbekistan-2030" strategy (adopted 2023) articulates
comprehensive development goals:
Metric 2022 Baseline (2025 Estimate 2030 Target
GDP (USD bn) ~100 ~145 160-230
GDP per capita (USD)  ~3,200 ~3,500 4,000+
Poverty rate (%) 17 5.8 4.5 (halved)
Unemployment (%) 5+ 4.5 <4
Manufacturing share (%) |18 21 25+
Renewable energy (%) |5 10-12 140-54
SME contribution (%)  #45 50 55-60
Textile exports (USD bn) ~2 ~2.5 7
New jobs created (mn)  [Baseline 5 (2025 alone) (1 (cumulative 2026-2030)
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10.2 IMF and World Bank Forecasts

International financial institutions project more moderate but still robust growth through
2030:

IMF baseline (2025-2027):

* 2025: 6.2% real GDP growth

* 2026: 6.0%

*2027:5.9%

« Inflation: Target 5% by end-2027; currently 10%+

World Bank regional assessment (2026—2027):

* Uzbekistan positioned as top 3 fastest-growing in Europe and Central Asia

» Growth 2.5-6x higher than global and regional averages

« Stable trajectory compared to other Central Asian peers

» Downside risks: trade policy uncertainty, commodity volatility, geopolitical escalation

These forecasts assume continued structural reforms, maintained macroeconomic
discipline, and favorable external conditions—assumptions that may not hold under adverse
scenarios.

11. Critical Challenges and Structural Constraints

11.1 Productivity Deficit

The most significant constraint to sustained 6-8% growth is the productivity deficit.
IMF and World Bank analyses confirm that 2010-2022 growth was capital-intensive, driven
by investment expansion and labor force growth rather than total factor productivity (TFP)
improvements. TFP remains stagnant or negative in many sectors, implying that further
acceleration toward "double-digit growth™ (as government officials have suggested) would
require sharp improvements in:

« Capital efficiency and vintage

» Labor skills and human capital

» Technological adoption and innovation

* Regulatory and market efficiency

Without TFP acceleration, growth will inevitably decelerate as returns to capital
diminish and labor supply constraints tighten.

11.2 State Footprint and Resource Allocation

Despite reforms, the state remains a dominant economic actor. State-owned enterprises
(SOEs) and state-owned commercial banks (SOCBSs) continue to exercise significant control
over credit allocation, investment, and pricing in key sectors (energy, utilities, transport,
finance). Directed lending and preferential credit rates, while serving social objectives, distort
market signals and capital allocation efficiency.

Large-scale SOE privatization has barely commenced, leaving privatization plans
vulnerable to political resistance and implementation delays. Without accelerated SOE reform
and more rigorous market discipline, private sector dynamism will remain constrained, and
fiscal risks from contingent liabilities will persist.

11.3 Trade Competitiveness
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Despite export diversification, Uzbekistan's trade competitiveness has weakened
relative to regional peers. Over the past decade, Kazakhstan's competitiveness index increased
by 14%, and East Asia's by 42%, while Uzbekistan's competitiveness deteriorated. Poor
business environment quality and distance to global markets have prevented rapid global
value chain integration. Without targeted improvements in:

« Export quality and standards certification

« Supply chain connectivity

« Digital payment and logistics infrastructure

» Trade finance accessibility

Uzbekistan risks remaining locked into basic manufacturing (textiles, assembly) rather
than climbing toward higher-value activities (design, branding, advanced manufacturing).

11.4 Energy Sector Vulnerabilities

Despite renewable energy ambitions, fossil fuel dependence remains high. Natural gas
subsidies (approximately USD 1 billion annually) create fiscal pressures and distort energy
prices, dampening conservation and efficiency incentives. Energy price reform is necessary
but politically challenging and inflation-generating, requiring careful sequencing and
compensation for vulnerable populations.

11.5 Human Capital Gaps

Education and healthcare systems require modernization. Secondary and tertiary
enrollment rates lag regional peers; technical skills in digital technologies, advanced
manufacturing, and project management are underdeveloped; and brain drain to higher-
income countries limits innovation capacity. World Bank diagnostics recommend stepped-up
investment in human capital, particularly in science, technology, engineering, and
mathematics (STEM) education and vocational training.

12. Policy Priorities for Post-2025 Acceleration

12.1 Productivity and Innovation

To achieve sustainable 6-8% growth and progress toward USD 230 billion GDP by
2030, Uzbekistan must prioritize total factor productivity improvements:

» Digital technology adoption: Extend IT infrastructure and digital payment systems
beyond urban centers; incentivize enterprise digitalization

* Research and development: Increase R&D intensity (currently <1% of GDP) toward
2% through tax incentives and public research funding

« Skills development: Expand STEM education, vocational training, and international
education exchange; partner with leading universities for technology transfer

* Regulatory efficiency: Continue reducing administrative burdens and improving
business registration, licensing, and permit procedures

* Innovation hubs: Support technology parks and incubators beyond Tashkent;
decentralize innovation incentives

12.2 Private Sector Deepening and SOE Reform

» Accelerated privatization: Set binding timelines and targets for large SOE
privatization; establish independent evaluation mechanisms to ensure fair valuation and
prevent asset stripping
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« Financial sector deconcentration: Reduce state bank credit share; phase out directed
lending; enhance competitive market discipline

« Competition policy: Strengthen anti-monopoly enforcement; reduce barriers to market
entry for new private firms; level playing field between public and private enterprises

« Corporate governance: Improve SOE governance standards, accounting transparency,
and performance monitoring

12.3 Trade Integration and Global Value Chains

* WTO membership finalization: Conclude accession by March 2026; implement
binding tariff commitments and services liberalization

* Free trade agreements: Negotiate preferential trade agreements with key partners (EU
already in place; pursue agreements with South Korea, Vietnam, and others)

* Export diversification: Move beyond raw materials and basic manufactures toward
design, branding, and specialty products; support high-value agro-processing and
biotechnology

 Supply chain infrastructure: Invest in ports, air cargo, rail, and digital logistics to
reduce trade costs and improve connectivity to regional and global markets

« Standards and certification: Facilitate 1SO certification and quality standards
compliance to meet international buyer requirements

12.4 Fiscal and Monetary Framework Consolidation

» Tax administration and broadening: Strengthen VAT and income tax collection;
expand digital tax reporting; reduce informality and shadow economy

» Expenditure efficiency: Rationalize energy subsidies and other inefficient transfers;
redirect savings toward education, health, and productive infrastructure

*Central Bank independence: Accelerate implementation of IMF safeguards
recommendations; strengthen governance, reduce political pressure on monetary policy

* Inflation targeting: Advance toward formal inflation-targeting framework with
transparent communication of policy objectives

12.5 Sectoral Acceleration

Renewable energy: Complete solar and wind projects on schedule; develop green
hydrogen and sustainable aviation fuel capabilities to position Uzbekistan as regional clean
energy hub

Textiles and apparel: Move beyond contract manufacturing toward brand development,
design, and sustainability certification; pursue high-value organic and specialty textiles

Critical minerals: Accelerate rare earth element extraction and processing; partner with
international technology leaders; ensure environmental compliance and community benefit-
sharing

Digital economy: Scale fintech innovation; expand e-commerce and digital payment
infrastructure; develop Al and data analytics capabilities for sector-specific applications

Agro-processing: Develop cold-chain logistics; invest in specialty crop production
(organic, high-value fruits); build brand recognition in European and Asian premium markets
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Conclusion

Uzbekistan's 2020-2025 economic trajectory represents a notable emerging-market
success story, particularly within the challenging context of pandemic disruption, geopolitical
realignment, and commodity volatility. Real GDP growth has accelerated from 1.6% (2020)
to 7.6% (Q3 2025); poverty has plummeted from 17% to 5.8%; foreign direct investment has
surged to EUR 39.7 billion annually; and institutional reforms—including currency
liberalization, SME financing expansion, renewable energy scaling, and WTO accession—
have positioned Uzbekistan as a credible transition economy.

Yet the sustainability of current growth rates and the credibility of 2030 targets (USD
160-230 billion GDP, USD 4,000 per capita income, 4.5% poverty) hinge critically on
institutional deepening that remains incomplete. Persistent vulnerabilities include a capital-
intensive growth model with stagnant total factor productivity, large state footprints in
enterprise and finance, limited trade competitiveness relative to regional peers, and human
capital deficits. IMF and World Bank forecasts of 6.0-5.9% growth through 2027 represent
more conservative baselines than government aspirations for double-digit expansion.

To maintain high growth and achieve upper-middle-income status by 2030, Uzbekistan
must prioritize: (1) total factor productivity improvements through digital innovation and
skills development; (2) accelerated large-scale SOE privatization and financial sector
deconcentration; (3) deeper trade integration through WTO membership completion and
preferential trade agreements; (4) renewable energy transition and green industrialization; and
(5) human capital investment in education, health, and technical training.

The external environment offers substantial opportunities: U.S.—Uzbek strategic
partnerships (USD 35+ billion intended investment), EU trade access and development
finance (USD 40 billion project portfolio), Chinese industrial partnerships (capacity
relocation and market access), and renewable energy finance from multilateral development
banks. However, geopolitical risks persist, including potential escalation of Russia—Ukraine
conflict, U.S.—China competition dynamics, and commodity price volatility affecting gold
export revenues and remittance flows.

In the final analysis, Uzbekistan's post-2025 economic prospects are favorable relative
to emerging-market peers, but realization of government targets will require sustained
political commitment to market-oriented reforms, institutional credibility-building, and
private sector empowerment. The window for structural transformation is open—the reform
momentum of 2017-2025 has created constituencies and institutions supporting further
liberalization. Whether Uzbekistan sustains this trajectory through 2030 will significantly
influence Central Asia’'s economic and geopolitical character in the coming decade.
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Appendix: Key Data Tables

Indicator 2020120212022 2023 | 2024 |2025E
Real GDP Growth (%) 1.6 5 63 63 6.5 7.6
Nominal GDP (USD bn) 60 ~75 ~90 [~105 |114.97 ~145

Inflation (%) 13 10 {12 ~9 pP-10 |10.1
Unemployment (%) N/A =55 5 4.7 449 45
Poverty (%) N/A ~19 |17 |I1 B9 5.8
FDI (USD bn) ~1.5 ~2.5 3.5 ~2.8 2.84 [39.7
Exports (USD bn) ~12 ~13 15 =23 R6.9 [-30.7
Current Account (% GDP) N/A N/A ~-7 7.5 -5 ~-5

Intl. Reserves (USD bn) ~32 |~35 38 ~40 HK1.24 |55
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