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AFC Uzbekistan Fund July 2026 Update

 

Dear Investors and Friends,

The AFC Uzbekistan Fund achieved a new all-time high NAV in July, benefitting from continued inflows

to the market, which helped accelerate the price discovery we have long discussed as part of our

broader Uzbek thesis. The fund's Net Asset Value (NAV) increased to an estimated USD 2,220.9 in July

2026, reflecting an estimated 7% rise for the F-shares during the month. The total return for the fund

since its inception on 29
th

 March 2019 now stands at an estimated 120%.

 

AFC Uzbekistan Fund valuations as of 31
st

 July 2026:

 Estimated weighted harmonic average trailing P/E (only profitable companies): 6.98x

 Estimated weighted harmonic average P/B: 1.01x

 Estimated weighted portfolio dividend yield: 2.24%

 

The AFC Uzbekistan Fund achieved a new all-time high this month off the back of strong performance

in financial  services and materials holdings. Over the past eighteen months or so, we have

increasingly seen fresh capital coming into the market, and it appears that, due to the already tight

free floats, this marginal capital is driving price discovery across the fund’s holdings. Previously, we

would consistently see stranded sellers willing to part with their shares at a discount to market,

which prevented the share price appreciation we’ve seen so far this year. Not that distressed block

trades are entirely gone, but the market has certainly tightened up on the back of another strong

earnings season in the financial services sector, and a turnaround in the materials sector;  we are

seeing this show up in share prices.

What was interesting is that while we saw broad accumulation in the market, the Uzbekistan National

Investment Fund (TSE: UZNF) closed down 4% in Tashkent for the month, ending July at UZS 5.42. This

compares to its NAV of USZ 6.26, as well as it trading at an 11.6% discount to the GDR-shares listed in

London. There appears to be an aggressive number of retail sellers in the market who are happy with

their short-term gains of 22% since the IPO and are looking to exit. We’ve been taking advantage of

the cheap shares as we see a variety of catalysts for UZNF over the coming months and hope to write

about them in future newsletters as they materialise.

Solving the iron bottleneck

On 13
th

 July 2026, one of the AFC Uzbekistan Fund’s holdings, O’zmetkombinat (TSE: UZMK) formally

announced the launch of its new USD 900 million metallurgical operation. This includes a doubling of

raw steel capacity to 2.1 million tons, as well as a downstream 1.04 million tons per year hot-rolled

coil (HRC) line. Having toured the facility when it was still a construction site in 2023, the new

production line is sure to be an impressive growth driver for the country’s steel market, as a fully

modern plant with Italian equipment from the Danieli Group and only three employees needed to

manage the entire line. With 70% domestic market share, UZMK has been one of our preferred ways to

gain exposure to the materials sector, and by default the construction boom occurring across

Uzbekistan, something we don’t see ending for years due to the country’s rapid industrialisation and

infrastructure transformation.

However, not all is roses in UZMK’s history, and luckily, we saw the potential challenges of this

capacity expansion early on, mainly from the enormous debt burden the company took on, and

decided to sell 50% of our position in 2022 at UZS 8,700 per share versus UZS 6,099 today.

The project hit a perfect storm of sorts. Post-COVID, the global steel market saw prices retrench,

down 50-plus per cent, and with UZMK’s finished product pricing benchmarked off of global steel

prices, profits fell. From a macro perspective, it was a less-than-ideal time to invest USD 900 million

to double capacity, specifically if the company was not a state-owned enterprise (though the country

does need the new capacity), but the government is focused on import substitution, so the project

advanced. However, the once double-digit dividend yield payout was subsequently slashed to zero in

order to conserve cash, further decreasing the attractiveness of the stock.

Amid falling steel prices, during COVID Kazakhstan banned scrap steel exports, a key source of

feedstock for UZMK’s electric-arc furnaces, including domestic scrap of course. Unable to secure

enough scrap for its furnaces, UZMK signed contracts with Russian and Kazakh companies for the

supply of direct-reduced iron (DRI), a semi-refined steel product. However, due to the conflict in

Ukraine, one of its  key suppliers was sanctioned by the U.S. government, leading to production

https://asia.lianamailer.com/files/download/$archive$


restraints that led UZMK to ultimately breach its debt covenants with foreign lenders in 2025 and

early 2026. Luckily, waivers were obtained regarding the breach and no doubt the Uzbek

government’s improving credit rating and backing of the company (with 93% ownership) helped soften

the negative impact.

Nonetheless, this perfect storm led to the company’s shares falling from a high of UZS 17,490 on 27
th

January 2022 to a low of UZS 2,800 on 19
th

 December 2025. As most of these issues look to be behind

the company, the shares ended July 2026 at UZS 6,099.

With supply now sourced from local scrap collection and Kazakh DRI suppliers, as the company looks

to diversify supply further; a Tajik group is currently building a DRI facility that will process Tajik iron

ore into DRI just across the border from UZMK’s operation (for those who have been to UZMK’s plant,

recall that the mountain, immediately adjacent to the steel plant is already located in Tajikistan)

with plans to sell 700,000 tons per year from 2027 to UZMK. This will both provide a new, large source

of stable supply and also dramatically cut logistics costs relative to Kazakh imports. Further, with the

Uzbek government realising the critical situation of security of raw material supply, the Uzbek Fund

for Reconstruction and Development also plans to build a DRI plant with an additional 600,000

tons/year of capacity. So, UZMK is turning the corner after its CapEx blowout for the new production

line, and the supply constraints are being resolved once and for all. If UZMK can ramp production and

begin aggressively deleveraging, from EBITDA gross leverage of 6.9x, in time, this may become

another opportunity to scale up our position in the company, which only a few investors appear to be

paying attention to at present.

 

 

AFC Uzbekistan Tour 2026

AFC is hosting its 5
th

  AFC Uzbekistan Tour on Sunday 20
th

 September and Monday 21
st

 September

2026, bringing existing and prospective investors to experience the reality of Uzbekistan from the

ground. This will be a 1.5-day tour starting with a half-day tour of Tashkent on Sunday, followed by a

day of meetings with the fund’s portfolio companies on Monday, and concluding with dinner. If you are

interested in joining, please write to us at uzbekistan@asiafrontiercapital.com to express your

interest, and we will follow up with you.

 

For further viewing, here are some interesting, relevant news links related to Uzbekistan:

Uzbekistan raises 2026 growth forecast to 8.1%

Pakistan aims to boost connectivity with Uzbekistan via 5-year economic plan

G20 and Uzbekistan: Investment, industry, and trade in new economic reality

 

AFC Uzbekistan Fund Marketing Information as of the end of June 2026

 

  Factsheet AFC Uzbekistan Fund

 

  Factsheet AFC Uzbekistan Fund (non-US)

 

  Presentation AFC Uzbekistan Fund

 

Share:

     

 

     

 

Subscriptions

The next cutoff date for Subscriptions will be 25
th

 August 2026. If you would like any assistance with

the subscription process, please get in touch with us at uzbekistan@asiafrontiercapital.com

Best regards,

AFC Uzbekistan Fund
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Disclaimer:

This newsletter is not intended as an offer or solicitation with respect to the purchase or sale of any security. No such offer or solicitation will be

made prior to the delivery of the Offering Documents. Before making an investment decision, potential investors should review the Offering

Documents and inform themselves as to the legal requirements and tax consequences within the countries of their citizenship, residence, domicile

and place of business with respect to the acquisition, holding or disposal of shares, and any foreign exchange restrictions that may be relevant

thereto. This newsletter is not intended for distribution to or use by any person or entity in any jurisdiction or country where such distribution or

use would be contrary to local law and regulation, and is intended solely for the use of the person to whom it is intended. The information and

opinions contained in this newsletter have been compiled from or arrived at in good faith from sources deemed reliable. Opinions expressed are

current as of the date appearing in this newsletter only. Neither Asia Frontier Capital Ltd (AFCL), nor any of its subsidiaries or affiliates will make

any representation or warranty as to the accuracy or completeness of the information contained herein. Certain information contained herein

constitutes “forward-looking statements”, which can be identified by the use of forward-looking terminology such as “may”, “will”, “should”,

“expect”, “anticipate”, “project”, “estimate”, “intend”, or “believe” or the negatives thereof or other variations thereon or comparable

terminology. Due to various risks and uncertainties, actual events or results or the actual performance of Funds managed by AFCL or its subsidiaries

and affiliates may differ materially from those reflected or contemplated in such forward-looking statements. Past performance is not necessarily

indicative of future results.

For Switzerland only: This is an advertising document. The state of origin of the fund is the Cayman Islands. This document may only be provided to

qualified investors within the meaning of art. 10 para. 3 and 3ter CISA. Acolin Fund Services AG, Maintower, Thurgauerstrasse 36/38, 8050 Zurich,

Switzerland, while the paying agent is NPB Neue Privat Bank AG, Limmatquai 1 / am Bellevue, 8024 Zurich, Switzerland. The basic documents of

the fund report may be obtained free of charge from the representative. Past performance is no indication of current or future performance. The

performance data do not take into account the commissions, if any, and fund transfer costs incurred on the issue and redemption of units.

AFC Uzbekistan Fund is registered for sale to qualified/professional investors in Singapore, Switzerland, the United Kingdom, and the United

States. 

By accessing information contained herein, users are deemed to be representing and warranting that they are either a Hong Kong Professional

Investor or are observing the applicable laws and regulations of their relevant jurisdictions.

© Asia Frontier Capital Ltd. All rights reserved.
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