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Regulations on calculation and disclosure of the benchmark interest rate in the
unsecured interbank market

1. General provisions

1.1. These Regulations establish rules and the procedure for calculation of the
reference interest rate by the Central Bank of the Republic of Azerbaijan (hereinafter — the
Central Bank) for operations conducted in the money market in manat on the trading
platform identified by the Central Bank (hereinafter — the trading platform).

1.2. The benchmark rate in the overnight unsecured interbank money market
(hereinafter - AZIR - Azerbaijan Interbank Rate) is the average rate based on the central
80% of volume-weighted distribution of rates on the transactions conducted in manat that
meet the requirements defined in Part 2 of these Regulations (hereinafter — eligible
transactions).

1.3. AZIR is the average interest rate on short-term funds at which commercial banks
in the Republic of Azerbaijan borrow from each other and can act as a reference rate for

the floating-rate financial instruments denominated in manats.

2. Requirements for eligible transactions for AZIR calculation

2.1. Interbank transactions, that meet the following criteria are eligible for AZIR
calculation:
2.1.1. transactions conducted in the national currency on the trading platform

between commercial banks operating in the Republic of Azerbaijan.



2.1.2. unsecured transactions conducted with a tenor of one business day.
2.1.3. transactions conducted during the period for interbank operations in
accordance with the procedure of the national payments system, are not canceled by the

end of the day and with the settlement date same as transaction date.

3. The Calculation Methodology for AZIR

3.1. The Central Bank takes the following steps to calculate the AZIR on each
business day:

3.1.1. a list of eligible transactions is formed by obtaining information from the trading
platform at the end of each trading day.

3.1.2. all eligible transactions are sorted in ascending order by interest rate.

3.1.3. volumes of all transactions with the same interest rate are added to form a
unique rate level.

3.1.4. To avoid potential distortions and undesirable volatility, 10% of the trading
volume is excluded as outliers from both - the highest and lowest ends of the list sorted by
interest rate.

3.1.5. AZIR is then calculated as the weighted mean of interest rates of remaining
transactions in the list, rounded to four decimal places, and reported in percentage per
annum, using an actual/360-day count convention:
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Where:
AZIR — the weighted average interest rate

n — the number of different interest rates on transactions that meet the requirements
specified in sub-items 2.1.1 to 2.1.3 of these Regulations

r; — each unique interest rate on the transactions (in percentage)

v;—cumulative volume of transactions with the same interest rate (r;).

4. Compounded term AZIR rates

4.1. The Central Bank calculates and publishes three compounded term AZIR rates

on every business day.



4.2. The AZIR compounded rates, referred as ‘30-day Compounded AZIR’, ‘90-day
Compounded AZIR’, and ‘180-day Compounded AZIR’, are determined by compounding
the AZIR over 30, 90, and 180 days, respectively. Simple interest applies to any day that
is not a business day, using a rate of interest that is equal to the AZIR value for the
preceding business day.

4.3. For each of the 30, 90 and 180-day reference period, the AZIR compounded rate
is calculated as follows:
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Where:

AZIR; — the AZIR applicable on business day i

n; — the number of calendar days for which AZIR applies

T — the number of calendar days in the reference period (30, 90 or 180 calendar days)
d;, - the number of business days in the reference period

4.4. AZIR compounded rates are published as percentages, rounded to the four
decimal places.

4.5. AZIR compounded rates for a given publication date incorporate all AZIR values
starting exactly 30-, 90-, and 180-calendar days before the publication date (whether or
not that date is a weekend or holiday) and extend through the AZIR published that day. If
the first day of the fixed 30, 90 or 180-day period falls on a non-business day, the AZIR

compounded rate for that day is the AZIR value from the preceding business day.!

5. AZIR Compounded Index
5.1. The AZIR Compounded Index (Cl) measures the cumulative compounded
change of AZIR since the base date and the initial value is set to 100,000 000 (one hundred
—rounded to six decimal places) as of 1 November 2024.
5.2. The AZIR Cl is calculated using the following formula:

! For example, if the start day of the fixed 30, 90 or 180-day period falls on a Saturday, the AZIR for the
preceding Friday would be applied for 2 calendar days (Saturday and Sunday).
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Where:

AZIR CI; — the AZIR CI for business day i, published on the next business day,
displayed to six decimal places

AZIR CI;_; — AZIR CI for business day i — 1, published on the next business day,
displayed to six decimal places

AZIR;_, — the AZIR for the transactions conducted on business day i —1 and
published on the next business day

d;_; —the number of calendar days from business day i — 1 to business day i, during
which AZIR;_, applies.

5.3. Market participants can use the formula below to calculate the compounded AZIR
Rate for any reference period from the published AZIR CI:
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Where:

Compounded AZIRy.rioq — the compounded AZIR interest rate for the calculation
period, displayed to four decimal places

AZIR Cl 4 aate — the AZIR CI for the last day of the calculation period
AZIR Clgqrt aate — the AZIR CI for the first day of the calculation period

T — the number of days in the calculation period.

6. Disclosure of AZIR

6.1. The Central Bank, as the administrator, calculates and discloses AZIR no later
than 10:00 a.m. on the next business day of the day of the relevant transactions.

6.2. The Central Bank publishes the total amount and the number of transactions that
meet the requirements specified in sub-item 2.1 of these Regulations on its website, along
with the AZIR, time-series of previous AZIR publications and the methodology for
calculation and disclosure of AZIR.

6.3. After publication, AZIR is final, and any change is prohibited. However, if the

Central Bank discovers errors in AZIR calculation, where revised data are three or more
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basis points (>0.03%) different from the earlier calculated and published AZIR, it discloses
the corrected AZIR no later than 10 a.m. of next business day with ‘corrected’ status.

Corrected AZIR can be published only once for a given day.

7. Contingency Plans for AZIR publication

7.1. If, on any business day, the number or amount of eligible transactions that meet
the requirements specified in sub-item 2.1 herein falls below the levels indicated below,
the transactions concluded in the interbank market are not considered sufficient for the
calculation of AZIR in accordance with the procedure set out in Part 3 herein:

* the number of transactions is below 3
« total volume of transactions is less than AZN30M

7.2. In case one of the conditions specified in Item 7.1 of these Regulations is met,
AZIR will be calculated and disclosed using the contingency plans in the following order:

7.2.1. Contingency Plan #1: AZIR is calculated using transactions that meet the
requirements specified in Item 2.1 of these Regulations and 10% of transactions conducted
at the Central Bank overnight Standing Deposit Facility. At that, the average spread
between AZIR and the Central Bank O/N Deposit Facility rate over the previous 2
publication days is added to the interest rate on Central Bank standing deposit facility.

7.2.2. Contingency Plan #2: If the volume captured under Contingency Plan#1 is less
than AZN30M, then AZIR is calculated as the Central Bank’s refinancing rate plus the
average spread between the AZIR published and the refinancing rate over the previous 2
publication days.

7.2.3. Contingency Plan #3: If AZIR is calculated under Contingency Plan # 2 for more
than two consecutive days, starting from the third day, it is set equal to the Central Bank's
refinancing rate.

7.3. If AZIR has been calculated using contingency plans, this information is duly
indicated on the official website of the Central Bank.

7.4. The contingency plans are only intended for relatively short-term contingency
events. If such an event is to be prolonged, the Central Bank considers making

amendments to the AZIR calculation methodology as per Part 8 of these Regulations.



8. Review and audit of the AZIR Calculation Methodology

8.1. An ‘Open Market Operations and Index Calculation Oversight Commission’
(Commission) consisting of 6 (six) employees of the Central Bank is established to review
and audit the calculation of AZIR in accordance with these Regulations. The composition
of the commission is approved by the Governor of the Central Bank.

8.2. The Commission reviews the accuracy of AZIR calculation and publication
according to its methodology. It also assesses the adequacy of the methodology set out
in these Regulations in relation to current market practices and whether the relevant
market segment has sufficient depth to serve as a robust and reliable benchmark.

8.3. When necessary, the Commission may propose changes to the rules for index
calculation. In assessing the need for methodological changes, the Commission also takes
into account the representations from AZIR users, including financial market participants

such as the banking community.

9. Final provisions

9.1. These Regulations enter into force on the day of their approval.

9.2. Effective from the date these Regulations enter into force, the 'Regulations on
the calculation and publication of the benchmark rate (Azerbaijan Interbank Rate — AZIR)
index at the unsecured interbank money market', approved by Decision No. 08 of the

Management Board of the Central Bank of Azerbaijan dated 19 April 2023 is repealed.

Taleh Kazimov
Governor

Central Bank of the Republic of Azerbaijan



