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Key developments and challenges
The resolution of a long-standing dispute with one of 
the largest private foreign companies should gradually 
improve investors’ perceptions of the country and lead to 
higher flows of foreign direct investment (FDI). However, 
reforms to further increase the effectiveness of the court 
system are required to improve the business climate.

The government envisages a greater role for the private 
sector in developing road infrastructure, but it is 
important that the authorities clarify the procurement 
rules and improve procedures. 

Despite the substantial capital base of the banking 
system, the increase in non-performing loans may 
constrain credit growth over the next few years. Close 
monitoring by the regulator will be key to detecting early 
problems in the sector and taking corrective action. 

Country data 
Population (in millions)  5.3
Area (’000 sq km)  200.0
GDP (in billion US$, 2008) 5.0
Average transition score (scale: 1 to 4.33)  2.93

Progress in structural reform 

Business environment and competition
In April 2009 an agreement was reached between the 
government and Cameco Corporation of Canada as the two 
major shareholders in Centerra which operates the large 
Kumtor gold mine. Centerra will benefit from an expansion to 
the existing concession area and the application of a simplified 
tax regime in exchange for an increase in the government’s 
stake in the company from around 29 per cent to 33 per cent.

According to the World Bank’s Doing Business 2010 survey, 
the Kyrgyz Republic’s ranking improved significantly from 80th 
position last year to 41st. The main improvements were in the 
areas of gaining credit and registering a property. However,  
in the areas of contract enforcement and the closure of 
businesses – where an effective judiciary is crucial – the 
country made little progress. 

Infrastructure
The government’s new Country Development Strategy (CDS)  
for 2009-11 (adopted in February 2009 and superseding the 
previous CDS for 2007-10) accords a greater role to the private 
sector in the development of transport infrastructure. It 
envisages a “user pays” principle for road maintenance by 
introducing taxes and tolling on roads. It also foresees the 
separation of the road construction and maintenance units 
under the Ministry of Transport and Communications, as well 
as their corporatisation during 2011-13.

In February 2009 the Kyrgyz Republic and Russia agreed to set 
up a 50/50 joint venture between Russia’s Inter RAO UES and 
Kyrgyzstan Power Plants (KPP, a state-owned company that 
controls 98 per cent of the country’s electricity generation 
capacity). The venture will complete the Kambarata-I 
hydroelectric power plant, the construction of which stalled 
after the break-up of the Soviet Union. A pre-feasibility study 
on Kambarata-I will be financed by RAO UES, KPP and KazKuat 
(another Kazakh state-owned company). The total project cost 
is an estimated US$ 1.7 billion (representing 34 per cent of 
GDP). Kambarata-I will have a capacity of 1,900 MW, sufficient 
to meet the country’s demand for power in the winter period. 
As it is located upstream of the Toktogul reservoir, the release 
of water from Kambarata-I to generate electricity during the 
winter will reduce the need for the Kyrgyz authorities to release 
water from the Toktogul reservoir. This should alleviate the 
concerns of those countries downstream, partly because they 
rely on the release of water from the reservoir for their spring 
planting season and because they should in future be less 
subject to winter flooding.

Financial sector
In response to the global financial crisis, the National Bank of 
the Kyrgyz Republic (NBKR) and the Ministry of Finance issued 
a joint resolution in late 2008 identifying the roles of both 
organisations in the resolution process of systemic banks.  
The introduction of deposit insurance was brought forward  
from 2010 to mid-June 2009 and the level of insurance per 
household was increased from the equivalent of around  
US$ 500 to US$ 2,500. The government also established  
a fund for the refinancing of banks, which provides loans to 
banks for on-lending. Kyrgyz banks can add no more than a 
5 per cent margin over their funding cost when they on-lend 
these funds to sub-borrowers. By August 2009 two banks – 
AiylBank and FinansCreditBank – had submitted applications 
for this funding. Loan quality has deteriorated, with non-
performing loans increasing from 3.6 per cent of total loans at 
the end of 2007 to 7.0 per cent by the end of the first quarter 
of 2009. The relatively high level of capitalisation (27.7 per cent 
of risk-weighted assets at the end of the first quarter of 2009) 
will provide some cushion in the event of a further deterioration 
in portfolio quality.

Social sector
To mitigate the impact of the economic downturn, and 
especially the effect of the reduction in remittances, monthly 
social benefits to the poor increased by 40 soms (around  
1 US dollar) per beneficiary in October 2009, in addition to  
the 35 soms top-up introduced in October 2008. As of August 
2009 the guaranteed level of monthly minimum consumption 
per capita which determines the level of social benefits was 
160 soms (US$ 3.7). 
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Fiscal balance and current account balance
■ Fiscal balance (% of GDP)   ■ Current account balance (% of GDP)

Interest rates and inflation
■ Treasury bill rate (% average-over-period)   ■ Consumer price index (% year-on-year)

Macroeconomic performance 

Real GDP growth in 2008 was buoyant at 7.6 per cent, 
primarily reflecting the continued recovery of output from  
the Kumtor gold mine after the accident in 2006. This was 
sufficient to offset the effect of power shortages during the 
winter months, which curtailed manufacturing output, as well 
as a reduction in credit growth, mainly reflecting the position  
of Kazakh bank subsidiaries in the aftermath of the financial 
sector crisis in Kazakhstan. During the first half of 2009 output 
in the non-gold industrial sector slowed further, owing to 
reduced external demand. Consumption was reined in by the 
decline in remittances (down by 29 per cent year on year in the 
first quarter of 2009) and credit growth slowed to 5 per cent. 
These weaknesses were counterbalanced by higher public 
capital expenditures and growth in agricultural production,  
with GDP increasing by 0.3 per cent during the first half. 

The rate of inflation declined from 20.1 per cent at the end of 
December 2008 to 4.9 per cent by June 2009. This enabled 
the NBKR to ease policy interest rates. When the som came 
under pressure at the beginning of 2009, after the depreciation 
of the Russian and Kazakh currencies against the US dollar, 
the NBKR initially intervened to prevent excessive exchange 
rate volatility, but then largely refrained from intervention to 
maintain foreign exchange reserves. 

In December 2008 the government agreed a new  
US$ 100 million financial support programme over 18 months 
with the International Monetary Fund (IMF). The fiscal deficit 
narrowed to just 0.1 per cent of GDP in 2008 as the authorities 
cut back on non-priority expenditures. The budget for 2009 
was also revised at the beginning of the year in light of further 
anticipated revenue shortfalls. The fiscal position has been 
strengthened as a result of financing provided by Russia in 
April 2009, amounting to around 9 per cent of GDP. Russia 
also cancelled US$ 194 million of existing debt.

The current account deficit increased significantly in 2008  
to 8.2 per cent of GDP, primarily due to worsening terms of 
trade caused by increases in fuel and food prices. The deficit 
is likely to remain high in 2009 as export volumes and 
remittances decline. 

Outlook and risks

Real GDP growth in 2009 is likely to remain positive at 
1.5 per cent. However, credit growth could be constrained in 
the short term by the worsening loan portfolios of banks and 
microfinance institutions, which could have an adverse impact 
on the real economy. In the medium term, construction of the 
Kambarata-I project should make a positive contribution to 
growth and, once completed, could provide foreign exchange 
revenues from electricity exports. However, the total external 
debt-to-GDP ratio will increase sharply over the next few years 
as loans to the project are disbursed, and the country could 
become more vulnerable to large economic shocks.
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Real GDP (1989=100)
■ Kyrgyz Republic   ■ Average, transition countries

Transition indicators 2009
■ Kyrgyz Republic   ■ Maximum, transition countries   ■ Minimum, transition countries
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Structural and institutional change indicators

Liberalisation  
and privatisation

Current account convertibility 
– full

Controls on inward direct 
investment – no1  

Interest rate liberalisation – 
full

Exchange rate regime – 
managed float

Wage regulation – no

Tradeability of land – full 
except foreigners

Business environment  
and competition 

Competition office – yes

Quality of insolvency law – 
medium

Secured transactions law – 
modern/some defects 

 
Infrastructure

Telecoms regulatory 
assessment compliance – 
medium 

Independence of the 
electricity regulator – partial

Separation of railway 
infrastructure from operations 
– no

Independence of the road 
directorate – no

 
Financial sector

Capital adequacy ratio –  
12 per cent

Deposit insurance system – 
yes

Private pension funds – yes

 
Social reform

Share of population living in 
poverty – 51.9 per cent 
(2004)2 

Government expenditure on 
health – 2.4 per cent (2008)

Government expenditure on 
education – 5.2 per cent 
(2008)

Household expenditure  
on power and water –  
4.4 per cent

2003 2004 2005 2006 2007 2008 2009

Enterprises
Privatisation revenues (cumulative, in per cent of GDP)  3.2 7.2 7.4 7.4 7.6 7.4 na
Private sector share in GDP (in per cent) 65.0 75.0 75.0 75.0 75.0 75.0 75.0
Private sector share in employment (in per cent)   80.2 80.9 81.2 79.7 80.0 80.3 na
Budgetary subsidies and current transfers (in per cent of GDP) 3.2 3.1 3.4 3.7 3.6 3.3 na
Share of industry in total employment (in per cent) 9.7 10.3 10.2 10.7 10.7 10.5 na
Change in labour productivity in industry (in per cent) 0.7 -5.5 -14.4 -15.7 4.6 16.0 na
Investment/GDP (in per cent) 20.5 20.8 21.8 22.8 26.6 24.8 na
EBRD index of small-scale privatisation 4.0 4.0 4.0 4.0 4.0 4.0 4.0
EBRD index of large-scale privatisation 3.0 3.7 3.7 3.7 3.7 3.7 3.7
EBRD index of enterprise reform 2.0 2.0 2.0 2.0 2.0 2.0 2.0

Markets and trade 
Share of administered prices in CPI (in per cent) na 12.0 12.9 12.5 17.7 na na
Number of goods with administered prices in EBRD-15 basket 1.0 1.0 2.0 2.0 2.0 3.0 na
Share of trade with non-transition countries (in per cent) 47.6 42.7 38.6 40.8 35.9 71.6 na
Share of trade in GDP (in per cent) 72.3 77.6 77.2 102.4 110.3 116.5 na
Tariff revenues (in per cent of imports) 1.3 1.2 3.7 3.9 3.9 3.4 na
EBRD index of price liberalisation 4.3 4.3 4.3 4.3 4.3 4.3 4.3
EBRD index of forex and trade liberalisation 4.3 4.3 4.3 4.3 4.3 4.3 4.3
EBRD index of competition policy 2.0 2.0 2.0 2.0 2.0 2.0 2.0

Financial sector 
Number of banks (foreign-owned) 21 (7) 19 (9) 19 (10) 20 (10) 22 (10) 21 (10) na
Asset share of state-owned banks (in per cent) 7.2 4.1 4.8 3.4 8.7 9.9 na
Asset share of foreign-owned banks (in per cent) 61.2 70.1 73.6 71.5 58.7 72.0 na
Non-performing loans (in per cent of total loans) 11.2 6.1 7.7 6.2 3.5 5.7 na
Domestic credit to private sector (in per cent of GDP) 4.8 7.1 7.9 10.3 15.5 15.0 na
Domestic credit to households (in per cent of GDP)  0.5 0.9 1.2 2.2 3.3 3.1 na
– Of which mortgage lending (in per cent of GDP) 0.1 0.3 0.5 1.4 2.4 1.9 na
Stock market capitalisation (in per cent of GDP) 1.6 1.5 1.7 3.1 3.0 2.0 na
Stock trading volume (in per cent of market capitalisation) na na na na na na na
Eurobond issuance (in per cent of GDP) 0.0 0.0 0.0 0.0 0.0 0.0 na
EBRD index of banking sector reform 2.3 2.3 2.3 2.3 2.3 2.3 2.3
EBRD index of reform of non-bank financial institutions 2.0 2.0 2.0 2.0 2.0 2.0 2.0

Infrastructure 
Fixed-line (mobile) penetration rate (per 100 inhabitants) 7.7 (2.7) 8.1 (5.1) 8.4 (10.4) 8.7 (23.9) 9.0 (40.6) 9.0 (40.6) na
Internet users (per 100 inhabitants) 3.9 5.1 10.5 12.3 14.0 14.0 na
Railway labour productivity (1990=100) 22.0 27.4 25.4 28.6 30.9 33.5 na
Residential electricity tariffs (USc kWh) 1.1 1.1 1.2 1.3 1.7 1.6 na
Average collection rate, electricity (in per cent) 76 86 74 79 79 94 na
GDP per unit of energy use (PPP in US dollars per kgoe) 2.9 3.1 3.2 na na na na
EBRD index of infrastructure reform 1.7 1.7 1.7 1.7 1.7 1.7 1.7
– Electric power 2.3 2.3 2.3 2.3 2.3 2.3 2.3
– Railways 1.0 1.0 1.0 1.0 1.0 1.0 1.0
– Roads 1.7 1.7 1.7 1.7 1.7 1.7 1.7
– Telecommunications 2.7 3.0 3.0 3.0 3.0 3.0 3.0
– Water and wastewater 1.7 1.7 1.7 1.7 1.7 1.7 1.7

1 All investments must be registered with the Ministry of Justice and statistical agencies.
2 Based on the nationally defined poverty line, the percentage of the population living in poverty was 44 per cent in 2005. 



Macroeconomic indicators
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2003 2004 2005 2006 2007 2008 
Estimate

2009 
Projection

Output and expenditure (Percentage change in real terms)
GDP 7.0 7.0 -0.2 3.1 8.2 7.6 1.5
– Private consumption 6.0 11.2 13.3 28.0 11.3 14.7 na
– Public consumption 4.7 0.1 -1.1 4.0 21.6 1.6 na
– Gross fixed capital formation 10.8 11.4 6.0 10.0 12.0 -3.7 na
– Exports of goods and services 21.2 20.0 -5.0 11.9 26.1 17.9 na
– Imports of goods and services 13.1 23.9 11.2 42.6 29.4 19.1 na
Industrial gross output 17.0 3.7 -12.1 -10.2 7.3 14.9 na
Agricultural gross output 3.2 4.1 -4.2 1.7 1.5 0.7 na

Employment (Percentage change)
Labour force (end-year) 4.9 3.6 4.5 1.5 2.6 -2.0 na
Employment (end-year) 4.3 3.1 4.3 0.9 2.7 1.5 na

(In per cent of labour force)
Unemployment (end-year) 10.3 8.7 8.2 8.3 8.2 na na

Prices and wages (Percentage change)
Consumer prices (annual average) 3.1 4.1 4.3 5.6 10.2 24.5 7.6
Consumer prices (end-year) 5.6 2.8 4.9 5.1 20.1 20.1 3.2
Producer prices (annual average) 13.5 9.0 2.8 15.3 11.9 26.4 na
Producer prices (end-year) 13.5 4.3 6.3 10.4 20.6 17.4 na
Gross average monthly earnings in economy (annual average) 13.7 16.9 16.6 25.2 22.0 36.0 na

Government sector1 (In per cent of GDP)
General government balance -4.7 -4.4 -3.4 -2.5 -0.3 -0.1 -3.8
General government expenditure 27.2 27.7 28.1 28.9 31.0 29.6 na
General government debt 106.9 92.9 85.9 72.5 56.8 48.6 na

Monetary sector (Percentage change)
Broad money (M2, end-year) 33.4 32.1 10.2 50.3 33.4 9.3 na
Domestic credit (end-year) 11.3 -18.8 19.0 40.2 54.0 15.5 na

(In per cent of GDP)
Broad money (M2, end-year) 17.5 20.6 21.2 28.3 30.2 25.3 na

Interest and exchange rates (In per cent per annum, end-year)
Official rate 4.8 4.8 6.2 4.7 13.2 18.3 na
Money market rate2 4.0 4.0 4.3 4.2 5.6 19.2 na
Deposit rate3 5.0 6.7 5.8 5.6 5.4 4.0 na
Lending rate3 19.1 29.3 26.6 23.2 25.3 19.9 na

(Soms per US dollar)
Exchange rate (end-year) 44.2 41.6 41.3 38.1 35.5 39.4 na
Exchange rate (annual average) 43.7 42.6 41.0 40.2 37.3 36.6 na

External sector (In millions of US dollars)
Current account 33.4 109.1 68.8 -87.2 -5.8 -413.2 -363.9
Trade balance -56.9 -90.0 -311.5 -686.5 -1,076.0 -1,612.2 -1,330.6
– Merchandise exports 666.2 813.8 794.0 1,106.0 1,559.5 2,141.4 1,763.4
– Merchandise imports 723.1 903.8 1,105.5 1,792.4 2,635.5 3,753.5 3,094.0
Foreign direct investment, net 45.5 131.5 42.6 182.0 208.1 265.2 59.7
Gross reserves, excluding gold (end-year) 364.6 528.2 569.7 764.4 1,107.2 1,152.9 na
External debt stock 1,985.6 2,107.6 2,103.9 2,205.1 2,291.1 2,312.7 na

(In months of imports of goods and services)
Gross reserves, excluding gold (end-year) 5.0 5.6 4.9 4.1 4.1 2.9 na

(In per cent of exports of goods and services)
Debt service4 14.3 8.7 7.1 5.7 4.4 3.6 na

Memorandum items (Denominations as indicated)
Population (end-year, million) 5.0 5.1 5.1 5.2 5.3 5.3 na
GDP (in millions of soms) 83,871.6 94,350.7 100,899.2 113,800.1 141,897.7 185,013.6 199,139.4
GDP per capita (in US dollars) 381.3 434.8 478.7 545.0 723.8 952.5 na
Share of industry in GDP (in per cent) 17.3 19.2 17.3 14.9 13.1 14.0 na
Share of agriculture in GDP (in per cent) 33.6 29.9 28.5 28.7 26.9 25.8 na
Current account/GDP (in per cent) 1.7 4.9 2.8 -3.1 -0.2 -8.2 -7.9
External debt – reserves (in US$ million) 1,621.0 1,579.4 1,534.2 1,440.8 1,183.8 1,159.8 na
External debt/GDP (in per cent) 103.3 95.2 85.5 77.9 60.3 45.7 na
External debt/exports of goods and services (in per cent) 240.9 205.9 199.7 148.5 102.1 76.1 na

1 General government includes the state, municipalities and extra-budgetary funds. It also includes expenditure under the foreign-financed public investment programme and net lending.
2 Weighted average rate on interbank loans in soms with 1-90 day maturities, the IMF’s International Financial Statistics.
3 Weighted average over all maturities from the IMF’s International Financial Statistics.
4 Debt service scheduled and excludes US$ 111 million debt rescheduling granted by the Paris Club of official creditors for 2002-04.


