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The region at a glance after COVID-19
Impact of the pandemic on Central Asia

Negative
impact on
export of
labour and
natural
resources

COVID disruptions to trade, weak global
demand for energy and commodities, and limits
on the movement of people affected two
region’s major growth drivers – export of
labour and natural resources
•

Health impact

•
•

•
Economic and
social impact

•
•
•

Governments were quick to implement
containment measures
Already limited public health capacities
were put under strain
Mortality data suggest that the public
health impact of the pandemic has been
substantial
Central Asia’s aggregate GDP shrank by
1.7% in 2020
Loss of four years of per capita income
gains for some countries
Reversal of progress made in reducing
poverty
1.4 million people were pushed into
poverty

 The pandemic exacerbated pre-existing vulnerabilities in the region
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The region at a glance after COVID-19
Covid-19 exacerbated existing vulnerabilities
•

The ability of most Central Asian economies to finance support packages through debt remained
limited.

•

Kyrgyzstan and Tajikistan have the highest levels of debt distress risk in Central Asia, and loss of export
revenues aggravates debt sustainability risks.

•

Government revenue is still volatile (foreign capital and remittances), and Central Asia’s exposition to a
limited number of creditors as well as flawed revenue management make them at risk of solvency issues.

•

Central Asian governments will need to revise their tax systems and public finance management, whilst
also ensuring that longer-term reform priorities do not suffer.

•

FDI have been declining, albeit less than in other transition economies : 18% decline in Central Asia.

•

Lower FDI in Central Asia in 2020 follows a general downwards trend since the end of the 2014-15
commodity boom, reflecting the realities of a fragile investment environment, long-standing issues in the
region’s banking sectors, and an over-representation of extractive sectors in total capital formation.

•

Russian FDI inflows have been on the rise in Uzbekistan and Kazakhstan, but declining in Tajikistan and
Kyrgyzstan. This trend remains to be confirmed following the impact of sanctions against Russia.

•

Weakness in the financial system (low prudential regulations, liquidity issues, weak banking sector) call for
more transparency and stability of policies for the banking sector and the development of wellfunctioning capital markets.

•

Rise of non-performing loans across the region.

Labour

•

Large numbers of grounded labour migrants put labour markets and government services under further
strain.

Trade

•

A co-ordinated regional approach will be necessary to overcome many existing trade facilitation challenges,
particularly around border management.

Digital

•

Many governments used the crisis as a catalyst for the digital transition, but digital infrastructure remains
underdeveloped and regulatory barriers to digital and communication sectors are high.

Fiscal

FDI

Financial
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Twin effects of the war in Ukraine and sanctions against Russia
Transmission channels to Central Asia – Financial Markets and Trade
Post-pandemic recovery likely to slow down
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Channel 1: Financial markets
• Exposure of Central Asian banks to the ruble is limited, but
likely to be hit through the loss of corresponding bank
relations with sanctioned Russian banks.
• Kazakhstan and Kyrgyzstan further tied to Russia’s
financial system due to reliance on the Mir payment
system.
• Currencies have already faced downward pressures
following the ruble depreciation.
• Lower revenues and remittances may cause an increase in
non-performing loans (NPLs)

Channel 2: Trade
• Central Asia’s trade remains highly concentrated in
terms of trading partners and exports.
• Russia is the region’s largest or close to largest partner
for imports, as well as a key export partner.
• A fall in commodity supplies (wheat, fertilizer and
energy) and supply chain disruptions are likely to add to
inflationary pressures across the region.
Average consumer prices in Central Asia
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Twin effects of the war in Ukraine and sanctions against Russia
Transmission channels to Central Asia – Investment and Labour
Channel 3: Investment

Channel 4: Labour

• FDI remains a central pillar of economic development
strategies in the region
• Expected drop in investments through a fall in Russian
FDI and investors’ perceptions of increased instability.
• Reliance on Russian and Ukrainian infrastructure for
energy exports might deter future investments in that
sector.
Share of Russian investment in total FDI stock
and inflows to Central Asia, 2017-2020
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• Remittances remain a major source of income and
foreign currency earnings: up to 31.3% of GDP in
Kyrgyzstan, 26.7% in Tajikistan, and 11.6% in Uzbekistan in
2021.

• Fewer job opportunities caused by the contraction of the
Russian economy as well as difficulties in transferring
funds will cause remittances to plummet.
• Migrant return is likely to put a strain on national labour
markets
Share of remittances from Russia to Central
Asia as % of GDP in 2016-2020
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Note: 2018-2020 data for Uzbekistan. Russian share in FDI stock and inflows for
Uzbekistan overestimated as some countries (including France and Japan) kept
FDI outflows to Uzbekistan confidential. No available data for Turkmenistan
Sources: IMF, KNOMAD, World Bank, Central Bank of Russia

Personal remittances not from Russia, received (% of GDP)
Personal remittances from Russia, received (% of GDP)
Note: Share from Russia based on Q1-Q3 2021. Share from Russia for Mongolia
and Turkmenistan based on Central Bank of Russia
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Twin effects of the war in Ukraine and sanctions against Russia
Focus on Kazakhstan
Impact on Kazakhstan

Househo Banking
lds
sector

Fiscal policy

Monetary
policy

Area

• NBK inflation expectations increased to 11.4%

•

• Current inflation jumped to six-year high of
13.1% in April

Base rate increase from 13.5% to 14% by NBK additional to 325
bps rate hike at its February meeting

•

600 M USD interventions of NBK to stabilise the tenge

•

Reduction of administrative checks and procedures, expansion of
preferential leasing programme for agricultural equipment,
subsidy for insurance premia in the agricultural sector
Deposit guarantee on 10% savings held on bank accounts as of
February 23
Discussions with third countries on alternatives to Russian ports
for oil delivery

• Higher revenues from energy and mineal
commodities as the the commodity prices surge
• Current account surplus in the first quarter of
2022 due to the increase in the value of exports

•
•

• Operational difficulties for Russian owned banks,
or affiliates of Russian banks
•
• Payment systems might be destabilized if Mir
system to be sanctioned by the US
• Significant price increases of basic food
•
products
• Increased volatility of national currency
• Contracting manufacturing sector for the
second consecutive month

Firms

Initial policy responses

• Falling investments due to sanctions and higher
uncertainty (risk sentiment)
• Supply-chain disruptions since Kazakhstan relies
on Russia for 40 percent of its imports

Regular scrutiny of the financial stability of Russian owned banks/
affiliates by Kazakhstan’s financial regulator
Export restrictions on food products to ensure food security and
diversify food production

•

Allocation of additional funding in the form of subsidies or loan
guarantees to SMEs

•

Full fledged anti-crisis plan aiming to develop entrepreneurship
and support financial stability, employment and the creation of
new job (yet to be revealed)

Source: World Bank, NBK
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Thank you
Contact details:
Grégory Lecomte
Head of the Central Asia Unit
e-mail: gregory.lecomte@oecd.org

For more information:
https://eu-cai.org
https://twitter.com/OECDEurasia
https://oecd.org/newsletters

Amélie Schurich-Rey
Economist/ Policy Analyst
e-mail: amelie.schurich@oecd.org
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