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In 2022, CA economies have proven resilient to Russia’s @

war on Ukraine. Strong growth likely to continue in 2023 o pEuropean Bank
Real GDP growth, y/y, 2022 and 2023 forecast Real GDP in 1Q 2023 or latest available*
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Most CA countries have grown while reducing public @

debt and accumulating international reserves . Furopean Bank
International reserves provide at least 5 In 2022, public debt as a share of GDP declined
months of 2022 import cover (as of April on strong growth in all CA countries,
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Turbulence in foreign exchange markets ended by April 2022 @

European Bank
for Reconstruction and Development

Nominal change in Central Asian currencies vs. USD
compared to December 31, 2021
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The main challenge facing all Central Asian economies nowadays is
uncertainty over the cost of borrowing, inflation and

energy/commodity prices
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Commodity prices, % change

Commodity prices, % change, December 2017=100,
and ECB/FED rates in levels.
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Inflation has peaked in all CA countries but is still a
major concern given its social and political implications
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Strong growth of nominal wages coupled with a surge in
transport, food and commodity prices added to inflationary

pressures
25%
Kazakhst
20%
15% <~

10% - Uzbekist
an
5%
0%
Jan-20 Jun-20 Jan-21 Jun-21 Jan-22 Jun-22 Jan-23 Jun-23
—Kazakhstan =—Kyrgyz Republic =Mongolia --Tajikistan = Uzbekistan
Source:

Inflation persists despite
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continuation of generous fiscal
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Fuelled by Russia’s demand and elevated commodity prices,
international trade was a key driver of Central Asia’s growth in 2022
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Contrary to expectations, trade activities increased across CA in
2022 (except Kyrgyzstan’s gold exports) on Russia’s strong demand
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KCargo costs have fallen sharply, providing further
impetus to international trade

Drewry World Container Index, USS$S/40 ft
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Central Asia assumed a large role in Russia’s @
“intermediated trade” with Tiirkiye and China... European Bank

for Reconstruction and Development

Chinese and Turkish exports to Russia and Central Asia, 2017-2019 monthly
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... as well as Russia’s intermediated trade with EU/UK @

(together with Armenia and Georgia) European Bank

for Reconstruction and Development

Germany’s exports to Russia, world and CCA4
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Kyrgyz Republic and Armenia are the champions of @

intermediated trade among CCA4 European Bank
for Reconstruction and Development
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In 2022, labour migration from CA to Russia and money @

transfers in the opposite direction reached unprecedented levels

European Bank

for Reconstruction and Development

* The volume of money transfers to Central Asia skyrocketed on “banking

tourism”, increasing deposits and boosting banking sector profits.

+ Kazakhstan has seen an almost x7 increase in money transfers
from Russia (from a relatively low base)

» Labour remittances increased on very strong demand for Central Asian
workers.

« Uzbekistan has seen a 110% increase in remittances, bringing

[0)
Centratﬁ{gla% rcr:l(l)rrree%hcalgsﬂ;i‘tlraggd1 a(%rbze cé ({helr pre-war values vs. the
Russian rouble for much of 2022, increasing the value of remittances in
Nominal change in LCY/R 'Ibi:‘dl’btlr‘fehé?ég cember 31, 2022 (“-”

indicates depreciation)

Source: Investment.com, EBRD

Russia‘s militarized economy is likely to remain

hungry for Central Asian workers:
* According to the IMF, the Russian economy

contracted by only 2.2% in 2022. Growth is
expected to pick up in 2023 and 2024 (0.7% and
1.3%, respectively)

* Russia’s unemployment reached an all time minimum
of 3.5% in Feb 2023.

* In 2022, labour migration to Russia climbed to almost
3.5min, with Central Asia accounting for about 90% of
this figure. Tajikistan, Uzbekistan and Kyrgyzstan

Unemployment rate in Russia, %

h@ve each seen an increase in the numf)er of migrant
Workers f"ﬁ; §T’8%€b35 1% and 17.7%, respectively
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SME activities are affected by relocation of companies and @

distribution hubs to Central Asia, and declining producer costs European Bank

for Reconstruction and Development

Growth in the number of operating firms with Russian Producer price index, SM
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Upside and downside risks related to the regional outlook

for

Recon:
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