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THE CURRENT STATE OF GOVERNMENT SECURITIES MARKET OPERATIONS
IN UZBEKISTAN'S FINANCIAL MARKET AND EXISTING PROBLEMS

Kholikov Khamidulla
Senior specialist,
the Central Bank of the Republic of Uzbekistan, PhD
Email: khamidullakholikov(@gmail.com
Abstract: Government securities market (GSM) operations, meaning issuance, auctions,
secondary trading, settlement, and the monetary-policy use of sovereign paper, are a defining
component of a modern financial system. They give the state a domestic, market-based financing
channel and give the central bank a benchmark instrument for liquidity management and interest-
rate transmission. This article assesses the current state of government securities market
operations in Uzbekistan's financial market and identifies the structural, institutional, and
operational problems that continue to limit their effectiveness. Since the reintroduction of domestic
treasury bonds in 2018, Uzbekistan has built a rapidly growing government securities market:
annual placement volumes rose from roughly UZS 0.4 trillion in 2018 to over UZS 28.6 trillion by
2025, and the market now finances close to a sixth of total state debt in local currency. Even so,
the market remains bank-dominated, secondary trading is thin, the investor base lacks depth
among pension funds, insurance companies and retail participants, and the operational
infrastructure for auctions, settlement, and market-making needs further modernization. Using a
five-dimension framework for market operations and drawing on international practice from the
United States, Japan, Malaysia, South Korea, Chile, Mexico, India, and Indonesia, together with
IMF and World Bank guidance, the article sets out practical measures to strengthen the primary
and secondary markets and to align Uzbekistan's government securities market with the Central
Bank's 2026-2028 monetary policy priorities of low, stable inflation and deeper market-based
transmission.
Key words: Government securities market, market operations, public debt management,
Uzbekistan, primary market, secondary market, liquidity, investor base, monetary policy, financial
market development.

O‘ZBEKISTON MOLIYA BOZORIDA DAVLAT QIMMATLI QOG‘OZLARI BOZORI
FAOLIYATINING HOZIRGI HOLATI VA MAVJUD MUAMMOLAR

X0MK0OB XaMuayJLj1a

Vibexucmon Pecnybnuxacu Mapxasuii 6ankunune

kamma mymaxaccucu, PhD

Onexmpon nouma: khamidullakholikov@gmail.com

Annomayusn: Jlagriam wummamau xozosaapu 6o3opu ([AKbB) onepayusiapu, svHu
aMuUccUs, KUMOWOU cagio1apu, UKKUIAMYU CABOONApP, XUCOO-KUMOONAp 8a Cy8epeH KO031apOaH
nyn-Kpeoum cuécamuoa Gouoanranuul 3aMOHAGUL MOIUS MUSUMUHUHS MYXUM MAPKUOUL KUCMU
xucobnaunaou. Ynap oasnramea uuku, 6030pea acocianean MOIUSAAUMUPULL KAHATUHU Oepadu 8a
maprazuil OAHKKA TUKSUOTIUKHY OOWKAPULL 84 (hOU3 CIABKACUHU Y3AMULUL YYYH IMALOH 60CUMAHU
maxoum smaou. Yuby maxonada Y3bexucmon monus 6030pudazi 0asiam KUMMAmMIL Ko2031api
0030pu onepayusIapuUHUHe X03upeu Xoaamu 0axonranud, YIapHuHe camapaoopiucuHu Yexiao
Kyaémean mapKuoOuil, UHCMUmymcuoHal 6a onepayuon myammonap avuxiavean. 2018 tiunoa
UYKU 2A3HAYUNUK 0OULAYUALAPU KATIMA JIcoputl Smuneanudan 6epu Y36exucmon me3 cypbamiap
Ounan  pugodciaHaémean  0asiam KUMMAMIU KO2031apu  0030puHu  Spamou:  UULIUK
arcotinawmupuws xaxcmu 2018 tiundaeu maxmunan 0,4 mpunnuon cymoan 2025 tiunea xkenub 28,6
MPULTUOH CYMOAH oulou 8a 6030p X03upoa Maxaiiuil 8aiomacazy YMymull 0aenam Kap3uHuHe
OMuUOar oup Kucmunu moausnawmupmoxoa. Lllynea kapamaii, 6030poa OaHKIap XyKMpOHIUSU
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CaKnanub KOIMOKOQ, UKKUIAMYU CABOONAD CUUPAK, NEHCUS IHCAMEAPMANapu, cyeypma
KOMNAHUANAPYU 84 YAKAHA CABO0 UUMUPOKYUIAPYU YPMACUOA UHEeCMOpaap 6a3acu YyKyp dMac,
AYKYUOHAAD, XUCOO-KUmMoOap 8a mapkem-meukuHe yY4yH onepayuor UH@pamy3uiManHu aHaoa
MoOeprusayus kuiuw 3apyp. bBozop onepayusnapu yuyn dew yiuoenu muzumoan gouoananean
xonoa ea AKI, Anonus, Manaiizusn, Kanyouii Kopes, Yunu, Mexcuka, Xunoucmowu ea
Hnoonesusnune xankapo amanuémuea masaHean xonoa, XB® ea JKaxon 6aumkunume
Kypcammanapu Ounan Oupeaiukoda, Maxkoiaoa oupiamuu  6a UKKUIamMuyu  6030paapHu
Mycmaxkamaauw xamoa Y3bexucmoun oasnam Kummamiu Koz2osnapu 6ozopunu Maprazuil
oanxnune 2026-2028 tiunnapea myndicaiianean nyn-Kpeoum CcuécamuHune nacm, 0apKapop
unnayus 6a Amada uyKyp 0030pea ACOCIAHEAH YMKA3UWRed KAPAMUIAH —YCMYE0p
UYHAnIuuaapuea MysoQuxiaumupuul Oytiuya amanuti 4opa-maooupiap 6aéu smuiean.
Taanu cyznap: [lasnam xummamau Ko2o3iapu 0030pu, 0030p onepayusiapu, 0asiam
Kap3unu 6owkapuw, Y36exucmon, bupnamuu 6030p, UKKUiamuu 6030p, TUKGUOTUK, UHEECTOPIAD
bazacu, nyn-kpeoum cuécamu, MoIUs OO30PUHU PUBOICTIAHMUPUUL.

COBPEMEHHOE COCTOSIHUE OIIEPAIIUI HA PBIHKE T'OCYJIAPCTBEHHBIX
HEHHBIX BYMAI' HA ®UHAHCOBOM PbIHKE Y3BEKUCTAHA U
CYHWECTBYIOIIUE IMTPOBJIEMbI

XouKkoB XaMuayJia
Cmapwuii cneyuanucm
Llenmpanvroeco 6anka Pecnyoaiuxu Y3oexucman, PhD
Inexmponnasn nouma. khamidullakholikov@gmail.com

Annomauuna: Onepayuu Ha pviHKe 2ocyoapcmeenHulx yennvix oymae (PIL]), mo ecmo
aMuUccUs,  AYKYUOHbl, GMOPUYHASL MOP206s, pacuemvl U  MOHEMAaApHO-NOIUMUYECKOe
UCNONIb308AHUE CYBEPEHHLIX OyMae, ABNAIMCA ONpedensiouuM KOMNOHEHMOM CO8PEMEHHOU
Gunancosoul cucmemvi. OHU npedOCMABAAIOM 20CY0APCMEY GHYMPEHHUU, DbIHOYHbLIL KAHAT
Qunancuposanus u NpeooCmMasiaiom YeHMpParbHoOMy OAHKY SMAIOHHbIUL UHCIPYMEHm O
VIPAgNeHus: TUKGUOHOCMbIO U nepedadu NPOYeHmMHbIX cmasox. B dannotl cmamve oyenusaemcs
mekyujee CocmosHue onepayuil Ha polHKe 20CYO0apCMEEHHbIX YEeHHbIX OyMaz HA (UHAHCOBOM
pbiHKe Y30exkucmana u 8blAGNAIOMCA CMPYKMYPHbIE, UHCTMUMYYUOHATbHbIE U ONepayuoHHble
npoobemsl, KOmopwvle NPOOOJINCAIOM 0cparHuuusams ux s¢gexmusnocmo. C Momenma 66e0eHuUs
BHYMpEeHHUX KazHauelckux ooOaueayuii 6 2018 200y 6 Yzbexucmane cgopmuposancs
ObICMpOopacmywuii polHOK 20Cy0apCmMeEeHHbIX YeHHbIX OyMae: edce200Hble 00beMbl pasmeuyeHus
svipocau ¢ npumepro 0,4 mpan cymos ¢ 2018 200y 0o bonee 28,6 mpan cymos k 2025 200y, u
PBIHOK menepsb (unancupyem noumu wecmyio uyacmos oobuje2o 20cy0apcmeeHHo2o 0012a 8
Mmecmuou eanome. Hecmompsi Ha 3mo, Ha pblHKe NO-npexcHemy OOMUHUPYIOmM OAHKU, 8MOPULHAS
Mop206isi 0CMAaemcs CKyOHOU, cpedu NeHCUOHHBIX POHO08, CIMPAXO8bIX KOMNAHUU U POZHUUHBIX
Y4acmHUKo8 He xeamaem 2n1yOunbl 6a3bl UHEECMOPO8, a ONEePayUOHHAs UHGpacmpykmypa 0
AYKYUOHOB, PACUEMO8 U CO30AHUs PbIHKA HYHCOAemcs 8 OalbHetiuel mooepruzayuu. Mcnonv3ys
NAMUMEPHYIO CMPYKMYPY DbIHOUHBIX ONepayuti U ONUpAaschb Ha MelCOYHAPOOHYIO NPAKMUKY
CIlIA, Anonuu, Manaiizuu, FOoxcnou Kopeu, Yunu, Mexcuxku, Unouu u Mnoonezuu, a makoice
pykogoocmea MB® u Bcemupnoco banka, 8 cmamve u3iazaiomcs nNpakmuyecKue mepvl no
VKpEenieHu nepeutiHo2o U 6MopuuHo20 PolHKO8 U NPUBEOEHUIO PbIHKA 20CYOAPCIEEHHBIX YEHHBIX
bymae Yzbexucmana 6 coomeemcmeue ¢ NPUOPUMEMAMU OEHEHCHO-KPEOUMHOU NOIUMUKU
Lenmpanvnoco 6anka Ha 2026—2028 200bi: nuzkas, cmadbuibHas uHgayus u 6onee 2ryOoKasl
PYIHOYHAS, MPAHCMUCCUSL.

Kniouesvie cnosa: PuviHok 2ocyoapcmeeHHbIX YeHHbIX Oymae, onepayuu Ha pulHKe,
ynpasienue 20cyo0apCcmeeHHblM 00J120M, Y30ekucman, nepeutinslii polHOK, 6MOPUYHBIL PBIHOK,
JIUKBUOHOCb, UHBECMOPCKAs 0a3a, OeHeNCHO-KpeOUMmHAas NOIUMuUKd, pazeumue QUHAHCO8020
PbIHKA.
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Introduction

The government securities market (GSM) occupies a central place in the architecture of
any modern financial system. It is the channel through which the state finances budget deficits in
domestic currency, the venue in which the central bank conducts open market operations to
manage banking-system liquidity, and the source of the risk-free yield curve against which every
other domestic financial instrument — corporate bonds, bank loans, mortgages — is ultimately
priced. According to the Bank for International Settlements, government bonds account for
roughly 45 percent of the global fixed-income market, underscoring how fundamental well-
functioning GSM operations are to the broader capital market [1].

For Uzbekistan, the operational side of the government securities market — how securities
are issued, auctioned, traded, settled, and used in monetary policy — has undergone a substantial
transformation since the country resumed the issuance of local currency treasury bonds in 2018
after a long period of near-dormancy. The Ministry of Economy and Finance and the Central Bank
of Uzbekistan (CBU) have progressively expanded the range of instruments, lengthened
maturities, and increased placement volumes, turning a marginal segment of the financial system
into one of its fastest-growing components. By 2025 total placement of government securities
exceeded UZS 28.6 trillion, compared with UZS 0.4 trillion in 2018, and around 16 percent of
Uzbekistan's total state debt is now financed domestically through treasury bonds [2].

Yet growth in issuance volumes has not been matched by a proportional improvement in
the operational depth of the market. Trading in the secondary market remains episodic, the investor
base is concentrated in a small number of commercial banks, and the technical and regulatory
infrastructure supporting auctions, market-making, and settlement is still evolving. As the Central
Bank of Uzbekistan enters the 2026-2028 policy cycle with an explicit medium-term inflation
target of 5 percent, a policy rate of 14 percent as of late 2025, and projected real GDP growth of
5.5-6.5 percent in 2026 and 6—7 percent in 2027-2028, the efficiency of government securities
market operations becomes increasingly important: a deeper and more liquid GSM strengthens the
transmission of the policy rate into the broader economy and gives the CBU a more precise
instrument for liquidity management [3].

This article examines the current state of government securities market operations in
Uzbekistan, identifies the principal problems that constrain their efficiency, and draws lessons
from international experience, including the United States, Japan, Malaysia, South Korea, Chile,
Mexico, India, and Indonesia, to propose measures for strengthening the primary market, the
secondary market, the investor base, and the regulatory, data, and analytical infrastructure that
connects them.

Literature review

The theoretical literature on government securities market operations distinguishes
between primary market design (issuance strategy, auction mechanisms, and debt management
objectives) and secondary market functioning (liquidity, price discovery, and market
microstructure), while treating institutional coordination and regulatory infrastructure as the
connective tissue between the two.

On the primary market side, Duffie (1996) and Greenwood and Vayanos (2014) show that
predictable, regular issuance and the deliberate construction of benchmark securities are central to
building investor trust and concentrating liquidity in reference maturities rather than dispersing it
across many small, illiquid issues [4][5]. Dunne, Moore, and Portes (2007) similarly find that
consolidating debt into benchmark bonds and extending average maturity improves market depth
and supports a more reliable yield curve [6].

On the secondary market side, Fleming (2003) identifies market-making and electronic
trading infrastructure as the operational mechanisms that most directly determine bid-ask spreads
and trading frequency, while Pagano (1989) and Amihud and Mendelson (1991) demonstrate that
transparency and liquidity are mutually reinforcing — narrower information asymmetries attract
more active trading, which in turn improves liquidity and lowers the cost of capital [7][8][9]. Kyle
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(1985) frames liquidity itself as the market's capacity to absorb large transactions without
significant price impact, a capacity that depends heavily on the presence of committed
intermediaries such as primary dealers [10].

Institutional design is treated by Claessens, Klingebiel, and Schmukler (2007) as a
determinant of operational efficiency in its own right: clear separation of roles between the debt
manager (ministry of finance), the monetary authority (central bank), and the market operator
(exchange), together with sound legal and settlement frameworks, reduces transaction risk and
attracts long-term investors [11]. Eichengreen and Luengnaruemitchai (2006) extend this
argument to Asian markets, showing that much of the historical underperformance of regional
government bond markets stemmed not from a lack of institutions but from methodological and
operational weaknesses in issuance calendars, disclosure, and secondary-market assessment [12].

Empirical work specific to emerging markets — Burger and Warnock (2006), Allen,
Carletti and Gu (2014), and the IMF's own guidance on local currency bond market development
— consistently finds that operational depth (auction predictability, settlement reliability, market-
making obligations) and investor-base diversification (institutional and retail participation
alongside banks) jointly determine whether a government securities market becomes a genuine
source of liquidity or remains a passive vehicle for bank balance-sheet management [13][14][15].
For countries transitioning from directed, bank-based financing toward market-based public debt
management — a category that includes Uzbekistan — this literature suggests that operational
reform (how the market is run day to day) is at least as important as headline issuance growth in
determining whether a GSM can support fiscal financing, monetary policy transmission, and the
development of the broader capital market.

Analytical framework

Assessing the operational state of a government securities market is best done by looking
jointly at five interlinked dimensions: (i) primary-market operations, meaning issuance calendars,
auction design, and instrument diversification; (ii) secondary-market operations, meaning trading
venues, market-making, turnover, and price discovery; (iii) the investor base, meaning its
composition, concentration, and depth; (iv) regulatory and data infrastructure, meaning disclosure
standards, settlement systems, and the availability of transaction-level information; and (v)
analytical and institutional capacity, meaning the modeling, forecasting, and coordination tools
that the Ministry of Economy and Finance, the Central Bank of Uzbekistan, and the Uzbekistan
Republican Currency Exchange (UZCE) use to run the market day to day. A weakness in any one
of these dimensions limits the overall efficiency of GSM operations, however large nominal
issuance volumes become. The remainder of this article applies the framework twice: first to
organize the empirical account of Uzbekistan's market below, and then to structure the problems
identified later, so that each diagnosed weakness maps back to a specific point made here.

Analysis and results

The current state of government securities market operations in Uzbekistan

Since December 2018 the domestic government securities market has expanded from a
near-standing start into one of the most dynamic segments of Uzbekistan's financial system.
Annual placement volumes rose from UZS 400 billion in 2018 to UZS 1.55 trillion in 2019, UZS
4.9 trillion in 2020, and continued climbing through 20222024, reaching a historic peak of over
UZS 28.6 trillion placed against UZS 33.2 trillion offered in 2025 — a more than seventy-fold
increase over seven years [16]. Submitted-order volumes have consistently exceeded placement,
reflecting healthy demand at auctions; growth rates in placed volumes reached 390.8 percent in
2019 and 309.9 percent in 2020, before moderating to more sustainable rates of around 112-142
percent in 2024-2025 as the base effect diminished [16].

This expansion has been reinforced by the Central Bank of Uzbekistan's parallel use of
short-term CBU notes — on the order of UZS 8 trillion outstanding — as an operational tool for
managing banking-sector liquidity, which has deepened the domestic money-market infrastructure
alongside the treasury bond segment [16]. The government securities yield curve has also become
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more structured, rising from approximately 13.6 percent for one-year paper to 17.6 percent for ten-
year paper, an upward slope consistent with a still-maturing market in which investors continue to
price in inflation expectations and duration risk, but one that now provides a usable benchmark for
pricing longer-term instruments [16].

Despite this progress, the operational depth of the market has not kept pace with its nominal
growth. The gap is clearest along the first three dimensions of the framework set out above, the
primary market, the secondary market, and the investor base, each considered in turn below. The
remaining two dimensions, regulatory and data infrastructure and analytical capacity, are taken up
in the dedicated discussion of problems later in this section, once the international comparison has
been introduced.

First, primary market operations remain concentrated in the banking sector and
short-to-medium maturities. More than thirty commercial banks are active across the UZCE's
currency, money, and government securities segments, with large state-linked banks, the National
Bank for Foreign Economic Activity, Asaka Bank, Agrobank, and Ipoteka Bank, dominating
primary allocations. Banks generally hold government securities to maturity to meet liquidity and
prudential requirements rather than to trade them, which stabilizes the primary market but starves
the secondary market of the free float needed for active trading. This is the same dynamic that
concerns Duffie (1996) and Greenwood and Vayanos (2014) in markets where issuance is not
concentrated in a small set of benchmark maturities [4][5][17].

Second, secondary market trading remains thin. Turnover ratios, bid-ask spreads, and
other standardized liquidity indicators used by advanced markets are not yet consistently published
or used domestically, which limits the ability of policymakers to monitor secondary-market health
or benchmark it internationally. Non-bank intermediaries, investment companies such as Freedom
Finance, Portfolio Investments, and Leader Finance Capital, have begun providing brokerage and
asset-management services in the secondary segment, but their market share remains modest
relative to bank holdings, leaving the market short of the committed market-making presence that
Fleming (2003) identifies as the main driver of trading frequency elsewhere [7][17].

Third, the investor base outside the banking sector is underdeveloped. Institutional
investors, pension funds, insurance companies, and mutual funds, account for a limited share of
holdings, constraining the long-term, buy-and-hold demand that typically stabilizes yields and
deepens secondary trading in more mature markets. Retail participation is minimal, held back by
limited financial literacy, the absence of low-denomination retail instruments, and the lack of a
dedicated digital retail platform comparable to those introduced elsewhere in the region. Foreign
participation is nascent and largely represented by a single institution (Bank of Georgia, category
B), reflecting currency-conversion and market-depth constraints of the kind that Burger and
Warnock (2006) and Allen, Carletti and Gu (2014) link to shallower domestic bond markets
generally [13][14][17].

These operational gaps sit against a monetary policy backdrop that makes GSM efficiency
increasingly consequential. The Central Bank's Monetary Policy Guidelines for 2026 and 2027—
2028 set a policy rate of 14 percent as of late 2025, target headline inflation of around 8 percent
by end-2025 declining toward the 5 percent medium-term target by 2027-2028, and project real
GDP growth of 5.5-6.5 percent in 2026 and 6—7 percent in 2027-2028, alongside a commitment
to strengthen the transmission mechanism of monetary policy decisions and to develop the
analytical and forecasting capacity that underpins them [3]. A shallow, bank-concentrated
government securities market weakens exactly the transmission channel the CBU is seeking to
strengthen, since changes in the policy rate pass through to the broader economy largely via the
pricing of government securities and the yield curve they generate.

Statistical analysis of primary auction data (2018-2026)

To assess operational performance more precisely, the author compiled and processed the
full record of primary auctions for Ministry of Economy and Finance treasury bonds, Central Bank
of Uzbekistan short-term liquidity notes, and special Ministry of Finance bonds, covering every
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issue placed between December 2018 and August 2026. It is worth being explicit that the indicators
below come from this auction-level compilation, not from a series the exchange or the regulator
publishes on a routine basis; the absence of such a routinely published series is itself one of the
regulatory and data-infrastructure problems discussed later in this article. The following figures

summarize the resulting statistical patterns in issuance volume, pricing, and maturity structure.
407 mmm Volume placed (trillion soums)
®— Average yield (%) 35.4
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Figure 1. Ministry of Finance treasury bond placements and average auction yield,
2018-2025.

Source: Author's calculations based on data of the Ministry of Economy and Finance.

Figure 1 shows that annual placement of MoF treasury bonds grew from UZS 0.6 trillion
in 2018 to a peak of UZS 35.4 trillion in 2024, before easing slightly to UZS 32.9 trillion in 2025
as the Ministry moderated new issuance following several years of rapid expansion. Average
auction yields moved from roughly 11.6 percent in 2019 to a high of about 17.2 percent in 2023,
before declining to 14.9 percent in 2025 — a pattern consistent with the tightening and subsequent
stabilization of monetary policy described in the Central Bank's 2026-2028 guidelines, and
evidence that primary market pricing in Uzbekistan already responds to the broader interest-rate
cycle.

Em MoF Treasury bonds
CBU short-term notes

102 4

;JJJ]]

Figure 2. MoF treasury bonds versus CBU short-term liquidity notes, annual
placement volume (log scale), 2020-2025.

Source: Author's calculations based on data of the Ministry of Economy and Finance and
the Central Bank of Uzbekistan.

Figure 2 compares MoF treasury bond placements with the Central Bank's own short-term
notes, which are used purely as a liquidity-management tool rather than as fiscal financing
instruments. On a log scale, CBU notes consistently exceed MoF bonds in gross placement volume
— reflecting their very short maturities and frequent rollover rather than a larger financing role —
and the gap widened sharply in 2025 as the Central Bank relied more heavily on short-term notes

Volume placed, trillion soums

“Moliyaviy texnologiyalar” ilmiy elektron jurnali 4-son  2026-yil



o
4/
< MOLIYAVIY
TEXNOLOGIYALAR “Moliyaviy texnologiyalar” ilmiy elektron jurnali

to manage banking-sector liquidity. This divergence illustrates why the two instruments should be
analyzed separately: MoF bonds measure the depth of market-based fiscal financing, while CBU
notes measure the intensity of monetary operations.

Short-term
(= 6 months)

Long-term
(> 2 years)

Medium-term 1-2 years

(7-12 months)

Figure 3. Maturity structure of MoF treasury bond placements, 2018-2026 (share of
total volume placed).

Source: Author's calculations based on data of the Ministry of Economy and Finance.

Figure 3 shows that medium-term paper (7—12 months) accounts for the largest share of
cumulative placements (39 percent), followed by long-term bonds of over two years (32 percent),
short-term paper of up to six months (19 percent), and 1-2 year bonds (10 percent). The
meaningful long-term share indicates that the Ministry has already begun extending the average
maturity of domestic debt, consistent with international practice of building a benchmark yield
curve across the maturity spectrum, though the market would benefit from further consolidation
around a smaller number of standard, regularly reopened maturities.

Short-term 15.3%
(= 6 months)

Medium-term 15.5%
(7-12 months)

1-2 years 16.4%

Long-term 15.8%
(> 2 years)

0 2 4 6 8 10 12 14 16
Average auction yield, %

Figure 4. Average auction yield by maturity segment, MoF treasury bonds, 2018—

2026.

Source: Author's calculations based on data of the Ministry of Economy and Finance.

Figure 4 shows a broadly upward-sloping relationship between maturity and yield, from
15.3 percent for short-term paper to 16.4 percent for 1-2 year bonds, before easing slightly to 15.8
percent for longer maturities above two years — a pattern that echoes the government securities
yield curve reported in the author's earlier work and confirms that Uzbekistan's domestic market
is progressively building a usable, if still-maturing, term structure of interest rates.

International best practice in government securities market operations
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International experience shows that the operational efficiency of a government securities
market — as distinct from its nominal size — depends on a combination of predictable primary-
market design, active secondary-market infrastructure, and a genuinely diversified investor base.
In the United States, the Treasury's predictable, pre-announced issuance calendar,
standardized benchmark securities, and a deep and active repo market together ensure continuous
price discovery and make U.S. Treasuries the world's most liquid government securities market
[28]. In Japan, the Ministry of Finance and Bank of Japan rely on quantitative liquidity indices and
transaction-based indicators to guide policy and monitor secondary-market health, providing a
model for data-driven market oversight [24]. Malaysia combined a primary dealer system with the
integration of Islamic finance instruments (Sukuk) and transparent auction schedules, broadening
its investor base and improving liquidity by an estimated 35 percent between 2010 and 2020
[18][25]. South Korea's K-Bond electronic trading platform automates post-trade reporting and
provides real-time transparency, a template increasingly relevant as Uzbekistan considers
upgrading its own electronic trading and settlement infrastructure [26]. Chile achieved yield-curve
stability through close coordination between the Ministry of Finance and the Central Bank and by
cultivating strong pension-fund demand for long-dated government paper [27]. Mexico's
transparent electronic auctions and open framework for foreign investors set a regional benchmark
for operational credibility [29]. India's Retail Direct platform (2021) represents a methodological
leap toward inclusive market operations, standardizing retail access and integrating digital
issuance with trading systems, while its use of state government bonds (SDLs) shows how market-
based instruments can also finance subnational and regional development [30]. Indonesia
broadened its investor base through retail and green Sukuk issuance, demonstrating how
instrument innovation can be paired with active investor engagement to deepen a still-developing
market [18][31].
Table 1 summarizes these international operational practices, each drawn from a distinct
national source, together with their principal impact on market functioning.

Table 1.
International best practice in government securities market operations
Country Key operational practices Impact on market
United States | Predictable issuance calendar, standardized World's deepest, most liquid GSM;
benchmark bonds, deep and active repo continuous price discovery
market
Japan | Quantitative liquidity indices, transaction- Enhanced transparency and data-driven
based benchmark monitoring oversight
Malaysia | Primary dealer system, Sukuk integration, Broader investor base; liquidity improved
transparent auction schedules ~35% (2010-2020)
South Korea | K-Bond electronic trading platform, Higher trading efficiency and secondary-
automated post-trade reporting market depth
Chile | MoF—Central Bank coordination, strong Yield-curve stability; long-term liquidity

pension-fund demand

Mexico | Transparent electronic auctions, open access Improved credibility; attracted global capital
for foreign investors

India | Retail Direct digital platform, diversified Expanded retail and subnational
instruments (T-bills, SDLs) participation
Indonesia | Retail and green Sukuk, active investor Broadened participation; promoted
engagement sustainable finance

Source: Author's compilation based on IMF, BIS, World Bank, and national
treasury/central bank reports, 2023-2025.
Taken together, these cases suggest that operational efficiency is not a by-product of
issuance volume alone. It follows instead from deliberate choices about auction design, trading
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infrastructure, and investor-base policy, precisely the dimensions in which Uzbekistan's market
still has room to develop.
Existing problems in Uzbekistan's government securities market operations
Building on the analytical framework above and the comparative evidence, the principal
problems constraining efficient GSM operations in Uzbekistan can be grouped into five categories,
summarized in Figure 5 and discussed in turn below.

Constraints on Efficient Government Securities
Market Operations in Uzbekistan

Primary market Secondary market Investor base

Narrow benchmark structure; No formal primary-dealer /
limited instrument range; market-making system;
MoF-CBU calendar coordination liquidity indicators not
still incomplete systematically published

Bank-dominated holdings;
weak pension/insurance demand;
limited retail & foreign access

Regulatory & data Analytical &
infrastructure capacity

Disclosure & credit-assessment Limited econometric/
standards still developing; computational modeling of
partial alignment with IMF/ liquidity and yield-curve

World Bank frameworks dynamics

Figure 5. Principal operational problems constraining Uzbekistan's government
securities market.

Source: Author’s compilation based on a review and comparative analysis of international
country experiences.

4+ Primary market problems. Issuance is not yet organized around a small number of
predictable, regularly reopened benchmark maturities in the way that supports concentrated
liquidity internationally; the range of instruments (fixed-rate, floating-rate, inflation-linked,
Sukuk-type) remains narrow relative to markets such as Malaysia and Indonesia; and coordination
between the Ministry of Economy and Finance's debt-issuance calendar and the Central Bank's
liquidity-management operations, while improving, still allows for analytical inconsistencies
between the two institutions' frameworks for issuance and trading oversight. This is closer to the
methodological weakness that Eichengreen and Luengnaruemitchai (2006) describe in several
Asian bond markets than to a simple lack of institutions [12][17].

4+ Secondary market problems. There is no fully developed primary dealer system
with formal market-making obligations comparable to those in the U.S., Malaysia, or Mexico;
standardized liquidity indicators (turnover ratios, bid-ask spreads, transaction-based indices) are
not systematically compiled and published; and electronic trading and post-trade infrastructure,
centered on the UZCE, has not yet reached the level of automation and real-time transparency
achieved by South Korea's K-Bond system. The market therefore still lacks the committed
intermediaries that Kyle (1985) treats as central to a market's capacity to absorb large trades
without moving prices [10].

4+ Investor-base problems. The market remains heavily bank-dominated; institutional
investors, pension funds, insurance companies, and mutual funds, are underdeveloped relative to
Chile or Malaysia; retail investors lack a dedicated low-denomination, digitally accessible
instrument comparable to India's Retail Direct platform; and foreign investor participation is
limited by currency-conversion procedures, disclosure practices, and market-depth constraints, the
same institutional and legal factors that Claessens, Klingebiel and Schmukler (2007) find decisive
for attracting long-term investors elsewhere [11].
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+ Regulatory and data-infrastructure problems. Disclosure standards, credit-
assessment practices, and the availability of consistent transaction-level data are still being built
out; harmonization with international standards, such as the IMF's Government Securities Market
Development framework and the World Bank's Developing Government Bond Markets
guidelines, remains a work in progress rather than a completed reform [19][20].

*+ Analytical and capacity problems. The use of econometric and computational
models, of the kind employed in the U.S. and Japan to assess liquidity risk and forecast market
behavior, is still limited domestically. The analytical and forecasting capacity the CBU has
identified as a 20262028 priority for monetary policy more broadly [3] applies equally to the
government securities market, where more sophisticated modeling of yield-curve dynamics and
liquidity conditions, in the spirit of the pricing-efficiency literature reviewed earlier [8][9], would
improve both debt-management decisions and monetary operations.

Policy directions for strengthening market operations

Addressing these problems requires coordinated action across all five dimensions of the
analytical framework. On the primary market, Uzbekistan can move toward a smaller number of
regularly reopened benchmark bonds, publish a firm forward issuance calendar, and gradually
diversify instruments, including floating-rate and inflation-linked bonds, following the Malaysian
and Indonesian precedent of instrument innovation paired with predictable auctions. On the
secondary market, establishing a formal primary dealer system with defined market-making
obligations, together with continued modernization of UZCE's electronic trading and settlement
infrastructure along the lines of South Korea's K-Bond platform, would narrow spreads and
increase turnover. On the investor base, targeted incentives for pension funds and insurance
companies, a dedicated retail access channel modeled on India's Retail Direct platform, and
continued engagement with foreign institutional investors as macroeconomic stability and
transparency improve would collectively diversify demand. On regulatory and data infrastructure,
closer coordination between the Ministry of Economy and Finance and the Central Bank of
Uzbekistan, including joint publication of standardized liquidity and performance indicators,
combined with progressive alignment with IMF and World Bank guidance, would strengthen
governance and investor confidence. Finally, on analytical capacity, investing in in-house
modeling and forecasting tools, supported by partnerships with the IMF, World Bank, and Asian
Development Bank, would give both the Ministry and the CBU better instruments for managing
the market as it grows in scale and complexity.

CONCLUSIONS

Uzbekistan's government securities market has undergone remarkable quantitative growth
since 2018, evolving from a marginal segment of the financial system into a market that placed
over UZS 28.6 trillion in securities in 2025 and now finances roughly 16 percent of total state debt
in domestic currency. This growth reflects genuine progress in fiscal financing strategy and the
resumption of a market-based approach to public debt management. The operational depth of the
market, meaning how efficiently it is organized and run on a day-to-day basis, has nonetheless not
kept pace with the growth in issuance volumes. Measured against the five-dimension framework
proposed in this article, the market remains concentrated among a small number of commercial
banks, secondary trading is thin and largely unmeasured by standardized indicators, the
institutional and retail investor base is underdeveloped, and the regulatory, data, and analytical
infrastructure supporting the market is still being built out.

International experience points to a clear, and largely precedented, way forward: the
predictable issuance and deep repo market of the United States, Malaysia's primary dealer and
Sukuk framework, South Korea's electronic trading platform, Chile's institutional coordination,
Mexico's transparent auctions, and India's and Indonesia's retail-inclusive innovations all show
that these gaps can be closed by an emerging market. As the Central Bank of Uzbekistan enters its
2026-2028 policy cycle with a firm commitment to a 5 percent medium-term inflation target and
to strengthening monetary policy transmission, deepening the operational efficiency of the
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government securities market is not a peripheral technical matter. It is a precondition for that
broader macroeconomic strategy to succeed. A more liquid, diversified, and well-governed
government securities market would lower the government's borrowing costs, sharpen the
transmission of the CBU's policy rate, and lay the foundation for the future development of
corporate bonds and other capital-market instruments in Uzbekistan.
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