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FINANCING WATER RESILIENCE: A
FEASIBILITY ANALYSIS OF SOVEREIGN BLUE
BOND ISSUANCE IN UZBEKISTAN

Yakubov Jakhongir
Tashkent State University of Economics,
Department of International Finance

Abstract. As Uzbekistan faces a projected water deficit of 7 billion cubic meters by 2030, traditional fiscal mechanisms
are proving insufficient to modernize the country’s agricultural infrastructure. This paper analyzes the feasibility of
introducing “Blue Bonds”—debt instruments dedicating 100% of proceeds to water management—into Uzbekistan's
capital market. By reviewing hydrological forecasts, fiscal data, and the precedent of the 2023 Sovereign Green Bond,
this study identifies a funding gap of approximately $4-5 billion for irrigation modernization. The results suggest that while
the market infrastructure for a Blue Bond exists, its success relies on establishing rigorous monitoring, reporting, and
verification (MRV) mechanisms to mitigate “bluewashing” risks and ensure long-term impact.

Key words: blue bonds, water management, irrigation modernization, sustainable finance, water scarcity, capital markets,
monitoring, reporting and verification (mrv), environmental policy, climate resilience.

Annotatsiya. O‘zbekiston 2030-yilga borib 7 milliard kub metr suv taqchilligi bilan yuzlashishi prognoz gilinayotgan bir
paytda, an’anaviy fiskal mexanizmlar mamlakat gishloq xojaligi infratuzilmasini modernizatsiya qilish uchun yetarli
bo‘lmayapti. Ushbu magolada “Ko‘k obligatsiyalar” — o'z mablag‘larining 100 foizini suv resurslarini boshgarishga
yo‘naltiradigan garz instrumentlarini O‘zbekiston kapital bozoriga joriy etish imkoniyati tahlil gilinadi. Gidrologik prognozlar,
fiskal ma’lumotlar hamda 2023-yildagi suveren “Yashil obligatsiya” tajribasi asosida irrigatsiya tizimini modernizatsiya
gilish uchun taxminan 4-5 milliard dollar moliyalashtirish bo‘shlig‘i mavjudligi aniglangan. Natijalar shuni ko‘rsatadiki, ko'k
obligatsiyalarni chigarish uchun zarur bozor infratuzilmasi mavjud bo‘lsa-da, ularning muvaffagiyati “bluewashing” xavfini
kamaytirish va uzog muddatli samaradorlikni ta’'minlash maqgsadida gat’iy monitoring, hisobot va verifikatsiya (MRV)
mexanizmlarini yaratishga bog'lig.

Kalit so‘zlar: ko‘k obligatsiyalar, suv resurslarini boshqarish, irrigatsiyani modernizatsiya qilish, bargaror moliya, suv
tanqisligi, kapital bozorlari, monitoring, hisobot va verifikatsiya (MRV), ekologik siyosat, iglim bargarorligi.

AHHoTauus. Mockonbky Y3bekuctaH k 2030 rogy MOXET CTOMKHYTbCA C Aeduuntom BoAbl B pa3mepe 7 MWNnvMapLoB
KyboMeTpoB, TpaguLMOHHbIE (UCKamNbHbIE MEXaHVW3Mbl OKa3blBalOTCA HELOCTaTOMHbIMM  ANs  MOAEpHM3auun
CEeNbCKOX035INCTBEHHOW MHPPACTPYKTYpPbl CTPaHbl. B faHHOW cTaTbe aHann3npyeTcsl BO3MOXHOCTb BHEAPEHMS «ronybbix
obnuraumny — foNroBbIX UHCTPYMEHTOB, HanpaenstoLwmx 100% cpencTs Ha ynpaBneHve BOgHbIMU pECYpCaMn — Ha PbIHKE
kanutana Y3bekucraHa. Ha ocHoBe aHanu3a rugponornyecknx NporHo3oB, McKanbHbIX JaHHbIX UM OMNblTa pasMeLLeHns
CyBepeHHoN «3enéHon» obnurauumn 2023 roga BbiSBNEH AeduunT hMHAHCMPOBaHUS B pasMmepe npumepHo 4-5 mnpg,
[OMnnapoB Ansi MOAEPHM3ALMN NPPUraLMOHHON CUCTEMbI. Pe3ynbTaThl MoKasbIiBaloT, YTO XOTH MHAPACTPYKTypa pblHKa
[ONs Bbinycka ronybon obnuraumm yxxe CyLLEeCTBYET, €€ yCrnexX 3aBUCUT OT CO34aHMSA CTPOTMX MEXaHW3MOB MOHUTOPUHra,
oTyeTHocTn 1 Bepudukauum (MRV), no3BonsitoLLmx CHU3NTL pucku «bluewashing» n obecnedmTs 4ONTOCPOYHbIV APdEKT.

KnioyeBble crioBa: ronybble obnuraumu, ynpasBneHue BOAHbIMU pecypcamu, MOAEPHMU3ALUS Mppuraumm, yCTOMYMBOE
bvHaHcKpoBaHue, edUUMT BOAbI, PbIHKA Kanutana, MOHUTOPWHI, OT4YEeTHOCTb 1 Bepudukaumna (MRV), akonornyeckas
nonuTmka, KnuMmatmyeckasi yCTonymMBOCTb.

INTRODUCTION

Uzbekistan is rapidly approaching a critical threshold in water security. Agriculture contributes approximately
25% to the national GDP but consumes 90% of the country’s freshwater resources [1]. This disproportionate
usage is exacerbated by aging Soviet-era infrastructure; it is estimated that 35-40% of irrigation water is lost to
seepage and evaporation in unlined earthen canals before reaching fields.
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Current hydrological models indicate that without significant intervention, Uzbekistan will face a water
deficit of 7 billion cubic meters by 2030, a shortage that threatens both food security and economic stability
[2]. While the government has successfully issued Green Bonds (2023) and SDG Bonds (2021) to fund broad
sustainability goals, the specific capital intensity of water infrastructure requires a dedicated financing instrument.
This paper proposes the “Blue Bond” as a necessary evolution of Uzbekistan’s sustainable finance strategy to
bridge the investment gap between current fiscal allocations and the capital required for modernization.

RESEARCH METHODOLOGY

This study employs a mixed-methods approach, combining quantitative gap analysis with a qualitative
regulatory review.

LITERATURE REVIEW ON THE TOPIC

1. Hydrological & Fiscal Gap Analysis. To quantify investment requirements, we analyzed the Concept
of Development of Water Economy of the Republic of Uzbekistan for 2020-2030 (Decree No. UP-6024). We
cross-referenced national efficiency targets with the World Bank’s General Water Security Assessment (June
2024) to validate the projected water deficit figures. Capital expenditure (CapEx) requirements for canal lining
and drip irrigation were juxtaposed against state budget allocations (2021-2024) to isolate the “unfinanced
deficit.”

2. Market Readiness Assessment. We evaluated investor appetite for Uzbek thematic debt by analyzing
the performance of the October 2023 Sovereign Green Bond issuance (UZS 4.25 trillion). Primary issuance
data from the London Stock Exchange and Ministry of Economy and Finance (MEF) reports were used to
calculate the “Greenium” (yield discount) relative to standard Eurobonds [3].

3. Instrument Structuring & Compliance. To propose a credible framework, we mapped eligible project
categories defined in the National Green Taxonomy against the IFC Guidelines for Blue Finance (2022)
and ICMA Green Bond Principles [4, 5]. This process identified specific gaps in Monitoring, Reporting, and
Verification (MRV) for open-channel water systems.

ANALYSIS AND RESULTS

1. The Investment Gap. Data indicates that modernizing Uzbekistan’s irrigation system—specifically
concreting 18,000 km of master canals and installing drip irrigation on 1 million hectares—requires an estimated
total investment of $8.7 billion by 2030.

* Current Funding: State budget allocations and concessional loans (e.g., ADB, AlIB) currently cover
approximately 30-40% of this requirement.

2. Market Precedent & Pricing. The 2023 Sovereign Green Bond issuance demonstrated robust market
capacity, achieving oversubscription despite global volatility. The analysis suggests a potential “Blue Premium”
exists. Given the scarcity of Blue Bonds globally, a well-structured Uzbek Blue Bond could potentially price
10-15 basis points tighter than a standard Eurobond, as specialized ESG funds seek diversification in water
assets.

3. Pipeline Availability. The analysis confirmed a mature pipeline of “bankable” projects suitable for Blue
Bond proceeds, distinct from general Green projects:

1. Infrastructure: Concrete lining of inter-farm canals (high impact, verifiable savings).

2. Municipal Water: Wastewater Treatment Plant (WWTP) modernization in Tashkent and Samarkand.

3. Ag-Tech: Subsidized credit lines for smart metering and drip irrigation technology.

1. The Strategic Case for Specialization. While Green Bonds allow for a mix of renewable energy and
transport projects, a Blue Bond enforces strategic focus. Given that water scarcity is the single largest threat to
Uzbekistan’s sovereign credit rating in the long term, a Blue Bond signals to global markets that the government
is prioritizing economic resilience. It attracts a niche class of “impact investors” (e.g., The Nature Conservancy,
water-focused mutual funds) who might otherwise overlook Central Asian debt.

CONCLUSION AND SUGGESTIONS

The data confirms that Uzbekistan faces a multi-billion dollar funding gap for water modernization that
public funds alone cannot bridge. The capital markets have signaled readiness for thematic debt, and the
project pipeline is sufficiently mature.

Therefore, the issuance of a Sovereign Blue Bond is not only feasible but strategically imperative. We
recommend that the Ministry of Economy and Finance initiates a “Blue Readiness” program to establish the
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necessary data verification frameworks. If executed with high integrity, a Blue Bond could secure the capital
needed to transform Uzbekistan’s water sector from a liability into a resilient economic asset.
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