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On $6z — Markazi Bankin
[dara Heyatinin Sadri

Qlobal iqtisadi bohranin kaskinlagdiyi 2008-ci il
Azarbaycan figiin igtisadiyyatinda makroiqtisadi vo
maliyyo sabitliyinin qorunub saxlanmasi, iqtisadi
arttmin davam etmosi kimi saciyyalonir. Qeyri-neft
sektorunun artim tempi son illar arzinda 6ziiniin maksi-
mal soviyyasina ¢atmis, 6lkenin todiys balansmin cari
hesabinin profisiti iki dofayadok artmigdir. Olkemiz
6ton il hom do 6ziinii artiq yeni bir keyfiyystdas -
aparict islahatet dovlet kimi taqdim etmisdir.

Oton ilin yekunlar1 gostordi ki, olko global
maliyyo-igtisadi bohranini kifayst qodor hazirligh
garsilamigdir. Beynolxalq toskilatlarin  fikrinca,
Azorbaycan iqtisadiyyati bohrana davamli 6lkolorin
aparici qrupundadir. Ugurla hoyata kegirilon neft
strategiyasindan oldo edilon golirlor hesabina

~ 99

6lkenin etibarli iqtisadi  tohliikesizlik “yastig
formalagsmigdir. Bu “yastiq” ortamiiddotli dovrdo
6lkenin biidco-valyuta sabitliyinin tomin edilmasi
ti¢tin yetorlidir.

2008-ci ilin yanvar-sentyabr aylarini ohato edon
dovrde Morkoezi Bank antiinflyasiya siyasotina
foal dostok vermis vo bank sisteminin ehtiyatlan-
ma saviyyesini yiiksoltmok ti¢tin kompleks pru-
densial todbirlor gormiisdiir. Pul siyasatinin dezin-
flyasiya potensialini artirmaq mogqsadilo 6ton ilin
mart aymdan etibaron mozonna siyasatinin ABS
dollar1 va avrodan ibarat ikivalyutali sobat vasitasila
hoyata kegirilmasine baglanmis, pul siyasetinin
alotlori sartlogdirilmis, kapitalin horokati rejimi tam
liberallagdiriimisdir.

Eyni zamanda Markazi Bank prudensial tanzimloma

yolu ilo banklarda maliyys ehtiyatlanmasi soviyyasini

tomin etmis, onlarin xarici borclanmasini nozarato

g6tlirmiigdir. Banklar tomkinli bazar davranisina
dovot olunmus, onlarin aktivlerinin keyfiyyotino
vo tominatliligina toloblor artirilmig, idaroetma
potensiallar1 yiiksoldilmisdir.

Oton ilin oktyabr ayindan etibaran iso Markozi Bank
Oziiniin preventiv pul siyasati va prudensial tadbirlari
ilo global bohranin bank sistemina tesirini minimuma
endirmaya ¢aligmugdir. Inflyasiyanin stabillosmosini
vo xarici likvidlik menbolorinin azalmasini nozara
alaraq, Markozi Bank maliyys sabitliyini qorumagq
tiglin pul siyasati alotlorini yumsaltmigdir.

Ugot doracasi vo daxili 6hdoaliklor {izro macburi
chtiyat normalari asagi salinmig, banklarm xarici
6hdasliklari macburi ehtiyat normasindan azad edilmis,
homginin macburi ehtiyat normalarinin ortalama
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Foreword —

Governor

of the Central Bank

Macroeconomic and financial stability, as well as
continued economic growth shaped the economic pic-
ture of Azerbaijan in 2008 while the crisis in the glo-
bal economy deepened. The non-oil sector achieved
its highest growth rate over the past years while the
current account of the country’s balance of payment
had its surplus doubled. Last year our country also
came forth in a new angle as an advanced reform-
implementing state.

The last year’s outcomes clearly showed that the
country had the ability to perform well and withstand
the global financial crisis in a quite prepared stature.
According to international institutions, Azerbaijan’s
economy stands among the group of the world’s lead-
ing countries capable of withstanding the crisis. The
country managed to form a reliable economic security
“cushion” by using its revenues generated by the suc-
cessful oil strategy. This “cushion” is sufficient to
ensure that the country is stable in terms of budget
and monetary aspect in the mid run.

The Central Bank actively pursued the anti-infla-
tionary policy during the period of January-September,
2008 and took a set of integrated prudential measures
aimed at increasing the banking system’s reserve lev-
els. Seeking to enhance the desinflationary capacity
of the monetary policy, the exchange rate policy was
put in action using the bi-currency basket comprising
the US Dollar and Euro starting from March last year,
with the monetary policy instruments getting more
rigid and stringent and the capital flow environment
becoming completely liberalized.

In the meantime, the Central Bank regulated the

banking system through prudential control and thor-
ough control over the banks’ foreign borrowings.
Banks were invited to act cautiously and conserva-
tively in the marketplace while the requirements with
respect to the quality and security of their assets have
grown considerably more stringent and the manage-
ment potential enhanced.

Since October last year the Central Bank has
sought to minimize the impact of the global crisis on
the banking system through its preventive monetary
policy and prudential actions. Given the stabilized
inflation and reduced sources of external liquidity the
Central Bank somewhat softened the monetary policy
tools in order to preserve and maintain the financial
stability.

The reserve requirements with respect to internal
liabilities were reduced, the banks’ external liabilities
were exempted from the reserve requirements where-
as the maintenance period required reserves has been
extended up to 1 month. At the same time, with an
aim to ensure efficient management of financial risks
within the banking system the Central Bank took a
number of measures designed to ensure the develop-
ment of the sector by means of more sustainable and
stable sources. Consequently, although having to
repay back significant volume of external liabilities
banks managed to continue lending.

Intensive works were continued in 2008 with an
aim of improving the country’s banking infrastruc-
ture. The banking laws were further refined, the
payment systems were further modernized and the
coverage of the deposit insurance system expanded.
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miiddati uzadilmigdir. Eyni zamanda bank sisteminda
maliyys risklorini ¢evik idara etmok tiglin Morkazi
Bank sektorun daha dayanigli vo sabit menbalar
hesabina inkisafini tomin edon todbirlor gormiisdiir.
Noticada, iri moblogde xarici 6hdaliklerini icra
etmasing baxmayaraq, banklar kreditlosmoni davam
etdirmisdir.

2008-ci ildo olkeds bank
tokmillosdirilmosi istiqgamatindo do intensiv iglor

infrastrukturunun

Elman Riistomov
Morkazi Bankin Idara
Heyatinin sadri

davam etdirilmisdir. Bank qanunvericiliyi daha
da tokmillogdirilmis, O6donis sistemlori daha da
muasirlosdirilmis, omanatlorin sigortalanmasi sistem-
inin ohato dairasi geniglonmisdir.

Beloliklo, 2008-ci ildo diinya iqtisadiyyatinda
yasanan derin maliyys bohrant vo iqtisadi tonazziila
baxmayaraq, Azorbaycan iqtisadiyyati qlobal béhrana
yiiksok davamliliq niimayis etdirmis, bank sisteminda
sabitlik vo artim dinamikasi qorunmusdur.

apcl__ A
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Thus, despite of the deep financial and econo-  readiness and sustainability against the global crisis,
mic crisis gripping the world’s economy in 2008  with the banking system maintaining its stability and
Azerbaijan’s economy demonstrated a high level of  growth dynamics.

Elman Rustamov

Chairman of the Board @ p d - /

The Central Bank of Azerbaijan
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[. QLOBAL PROSESLOR VO AZORBAYCAN
[QTISADIYYATI

1.1. 2008-ci ilds diinya iqtisadiyyatinda osas inkisaf
meyllori

2008-ci il oOziinin pik noqtasine ¢atmis qlobal
iqtisadi tsiklin tonazziil dovrii kimi xarakterizs olunur.
2007-ci ilin sonlarindan baglayan maliyys bohrani real
sektora 6z monfi tasirlorini gostormaya baglamigdir.
Qlobal talabin zsiflomasi ixracyoniimlii iqtisadiyyata
malik 6lkolora xiisusilo ziyan vurmusdur. Iqtisadi
bohrandan ¢ixmaq {iglin dlkalor fiskal vo monetar
stimullagdirma todbirlorini davam etdirmislor.

Beynalxalg  Valyuta ~ Fondunun  (BVF)  son
qiymatlandirmalaring asasan aliciliq qabiliyyati pariteti (AQP)
asasinda hesablanmig global iqtisadi artim tempi 2008-ci ilda
3,4% toskil etmigdir ki, bu da 6tan ildan 1,8% bandi asagidir.

Cadval 1. Diinyada igtisadi artim meyllori

2006

laika tohfasi,

artim, o

% 0

[EO 3.0 34

[E0O 7.9 66

Diinya 5.1 100
Monba: BVF

Maliyys bohraninin real iqtisadiyyata ke¢masi
naticoesinds inkisaf etmis 6lkolarin (IEO) igtisadiyyati
ilin Il yarisinda kaskin béhran dvriine daxil olmusdur.
Bu qrup olkslords iqtisadi artim 1%-o diigmisdiir
ki, bu da 1982-ci ilden sonra on asagi soviyyadir.
Naticodo global iqtisadi artimm formalagmasinda
[EO-in istirak payr 29%-don 16%-dok azalmigdir.
Iqtisadi artima on ciddi azaldic1 tosir sonaye sek-
torundan golmisdir. IV riibdo senaye istehsali 1 il
ovvalo nozaran 9% azalmigdir.

Diinya Bankinin qiymstlondirmalorina asasen
2008-ci ilin IV riblinds diinyada senaye istehsali
20%, o ciimlodon IEO-da 15%, IEOO-do 23% asag
diismiigdiir. Qlobal tolobin zoiflomasindon an ¢ox
zarar ¢okan 6lkalar qrupu ixracyontimlii iqtisadiyyata

10

malik 6lkolor olmusdur. IV riibdo diinya ticarati Gton
riiblo miiqayisado 18% asagi diismiisdiir ki, bu da son
80 ilda an kaskin azalmadir.

[lin Il yarisinda diinya amtos bazarlarinda dramatik
ucuzlagma vo IEO-do potensial bazarlarm itirilmoasi
inkisaf etmokds olan 6lkelorde (IEOO) do iqtisadi
artim tempini shamiyyatli suratds longitmisdir. Neftin
qiymatinin ucuzlagmasi neft ixrac eden olkolorda
maliyys bohraninin darinlogmasini sortlondirmigdir.

Istor IEO-do, istorso do IEOO-do inflyasiya
tozyiglerinin ilin II yarisinda keskin azalmasi va
bir ¢ox hallarda deflyasiya ilo avezlonmasi meyli
geyde almmugdir. Bununla slagadar olaraq iqtisadi
foallign stimullagdirmaq moqsadilo oksar olkslorda
pul siyasatinin yumsaldilmasi miisahids olunur.

2007 2008
iqtisadi tohfasi, etk tohfasi,
artlm, % artlm’ %
% i - :

8.3 71 6.3 84

[stehsal sferasinda bas veran azalma ilin Il yarisinda
igsizliyin artmasia zomin yaratmigdir. Beynolxalq
Omok Taskilatiin (BOT) ilkin hesablamalarina géra
2008-ci ilds diinyada issizlik 6ton illo miigayiseda 3%
bondi artaraq 6%-o ¢atmigdir. ©On kaskin pislogmo
[EO-do 0,7% bondi hocminda geyds almmusdir.

2009-cu ilds diinya iqtisadiyyatinda bohran
meyllorinin davam edacayi gozlonilir. Bir ¢ox hal-
larda 2009-cu il II diinya miiharibasinden sonra
on koskin bohran dovrii kimi xarakterize olunur.
BVF-nin prognozlarma gore qlobal iqtisadi artim
0,5%-0 diisocokdir. IEO-do hotta 2%-lik azalmanin
bas veracayi gozlenilir. Dinya Banki iso diinya
iqtisadiyyatinda azalma gozlayir. BOT 2009-cu ilda
diinyada issizlerin 20 mln.-dan on yaxsi ssenarido 30
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[. GLOBAL PROCESSES
AND THE ECONOMY OF AZERBAIJAN

1.1. Main development trends in the global economy
in 2008

The year of 2008 is distinguished as a time of crisis in
the global economic cycle at its peakpoint. The finan-
cial crisis that emerged sometime in late 2007 started
showing its negative effects upon the real sector. The
deterioration of demand across the globe affected the
export-oriented economies the most. Countries had to
continue fiscal and monetary stimulation activities in
order to overcome the economic crisis.

According to the latest assessments by the
International Monetary Fund (IMF) the global eco-
nomic growth rate calculated based on the purchasing
power parity (PPP) amounted to 3.4% in 2008, which
is 1.8% lower than that of the previous year.

As a result of the financial crisis hitting the real

Table 1. Global economic growth trends

2006
economic input,
growth, % %
Developed Countries
(DO) 3.0 34
Developing
Countries (DEC) 79 66
World 5.1 100
Source: IMF

economy the economies of developed countries (DC)
plunged into the most critical period of crisis in the
second half of the year. The economic growth rate of
this group of countries decreased by 1%, which is the
lowest level ever since 1982. Consequently, the input
of the DC’s in the formation of the global economic
growth declined from 29% down to 16%. The indus-
trial sector accounted for the most reducing effect
upon the economic growth. During the 4th quarter the
industrial output went down by 9% as compared to the
previous year.

According to the World Bank’s estimates the indus-

trial production worldwide decreased by 20% during
the 4th quarter of 2008, including 15% of the DC’s
and 23% of the DEC’s. The group of countries that
suffered the most from the weakening global demand
was the export-oriented economies. Over the 4th
quarter the global trade declined by 18% as opposed
to the previous quarter, which is the most dramatic
reduction in the past 80 years.

In the second half of the year the dramatic price
drop at the world’s commodity markets coupled with
the loss of potential markets in the DC’s contrib-
uted vastly to the substantial reduction of economic
growth rates in developing countries (DEC’s) as well.
The declining oil prices put oil exporting countries
face-to-face with a deepening financial crisis.

Both DC’s and DEC’s displayed a drastic decline of
inflationary pressures and stresses in the second half of

2007 2008

€conomic input, €conomic input,
growth, % % growth, % %
2.7 29 1.0 16

8.3 71 6.3 84

2.5 100 34 100

the year and even showed deflation in many cases. Thus,
most countries had to pursue a less stringent monetary
policy in order to stimulate economic activity.

The economic output decline drove up the unem-
ployment rates drastically in the second half of
the year. According to the annual estimates by the
International Labor Organization (ILO) the global
unemployment rate reached 6% by having increased
3 percentage points versus the previous year. The
DC’s registered the worst-case deterioration of 0.7
percentage points.

The global economic crisis trends are expected to
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mln.-a, on pis ssenarids isa 50 min. nafara ¢atacagini
proqnozlasdirir.

ABS igtisadiyyatda dorinloson tonazziil meyllori
global iqtisadi artima monfi tosir edon miihiim
amillordon biridir. lkin giymotlondirmolora asason
ilin son riiblinds iqtisadi azalma 6,2% taskil etmisdir
ki, bu da 1980-ci ilin II riiblindon beri an asagi
soviyyadir. Azalmaya baglica sobab investisiya
qoyuluslarinin, elaca do mal va xidmatlar tizra fardi
istehlak xorclorinin asag1 diismosi olmusdur. Ixrac
vo xidmatlor {izra fordi istehlak xorclori iqtisadi
artma zaif impuls veran komponentlar gisminda ¢ixis
etmisdir.

{lin I yarisinda dollarin kaskin bahalasmasina bax-
mayaraq daxili talabin zaiflomasi idxalin da azalmasini
sartlondirmisdir. Bu bir torafdan iqgtisadi artima tokan
vermis, digar tarofdon COB-in kasirinin azalmasina
zomin yaratmigdir. Ilkin giymetlondirmolora asason
kosrin UDM-in 4,5%-2 diisacayi gozlonilir. Miiqayiso
tiglin geyd edok ki, avvalki 3 il arzinds bu gostarici
orta hesabla 5,7% toskil etmisdir.

Iqtisadi foalligin asag1 diismosi ilo alagadar olaraq
igsizlik il arzinds 2,3 faiz bandi artaraq ilin sonunda
7,2%-9 ¢atmigdir. Bu 1992-ci ildon bari rekord
hoddir.

Iqtisadi artima qars1 risklorin artmasi ilo
olagadar olaraq Federal Ehtiyatlar Sistemi (FES)
yenidonmaliyyslasdirma doracesini il arzinds
morhaloli suratdo 4,75%-don  0,5%-0, federal
fondlarin faiz doracasi iizro hadoflori iso 0-0,25%
intervalina salmigdir. Avqustdan etibaron deflyasiya
proseslorinin miisahido olunmasi da bu kimi monetar
ekspansiya todbirlarini stimullagdirmisdir. Noyabrda
istehlak qiymatlorinda qeydo alinmis 1,7%-lik ayliq
deflyasiya Il diinya miiharibasindon etibaran reko-
rd gostoricidir. Buna baxmayaraq ilin 1 yarisinda
davamli bahalasma ilo slagedar olaraq illik IQI 3,8%
toskil etmisdir.

ABS iqtisadiyyatinda tolobin zsiflomasi Avropanin
ixracyontimli iqtisadiyyata malik 6lkelorinda igtisa-
di foalliga ciddi ziyan vurmugdur. 2008-c1 ildo
Avrozonada real iqgtisadi artim 0,8% va ya avvalki
ildon 1,8% bandi az taskil etmisdir.

2005-ci ildon Avrozonanin omok bazarinda
miisahida olunan yaxsilagma 2008-ci ilin avvalindan
etibaran pislosma ilo avozlenmis, naticads il arzinda
igsizlik 0,8% bandi artaraq ilin sonunda 8,1%-o
catmusdir.

2008-ci ildo inflyasiya Gten ilo nozeran 3,3%
toskil etso do, dekabrda 1,6%-dok azalmisdir.
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Qiymatlorin artim tempinin azalmasi soraitindo
iqtisadi foallig1 dostoklomok tigiin Avropa Markozi
Banki yenidenmaliyyslogdirma doracasini il arzinds
3 dofo marhaloli suratds azaldaraq 4,25%-dan 2,5%-2
salmisdir.

Yapon mohsullarmin osason Asiya-Sakit Okean
bazarlarina yonolmasi ilo olagadar olaraq ixracin
dinamikasinda azalma miisahida olunmur. Lakin
investisiya qoyuluslarinin 4,7% azalmasi iqtisadi
azalma ilo naticolonmis, 2008-ci ildo real UDM 0,7%
asag1 diismiisdiir.

il arzindo Yaponiyada 1,4%-lik inflyasiya qeydo
almmigdir. Bu baximdan 2009-cu il son 10 ilds
inflyasiya ilo xarakterizo olunan yegans il olsa da, son
aylarin monitoringi deflyasiya proseslarinin bas verdi-
yini gostormisdir. 11 arzinds issizliyin dinamikasinda
artim miisahido edilmomisdir va dekabrda issizlik
saviyyasi 4,1%-a toskil etmisdir.

Boyiik Britaniya iqtisadi bohrana iri sanaye 6lkalari
arasinda an pis ssenari ila daxil olmus, iqtisadi azalma
fazasi II riibdon baslamisdir. Kredit standartlarinm
sortlosdirilmasi ve dasmmaz omlak bazarinda
béhran investisiya qoyuluslarina ciddi monfi tasir
gostarmisdir. Mazonnanin ucuzlasmasi zaiflomis qlo-
bal tolob fonunda ixraci stimullagdira bilmomisdir.
Naticada real UDM III riibda 1,5%, IV riibda 1,9%
azalmugdir.

Iqtisadi foalligin asag1 diigmosi igsizlik saviyyasinin
il arzinda 1,1% artaraq IV riibda 6,3%-2 ¢atmasini
sartlondirmisdir ki, bu da 1997-ci ilin avqustundan
bari on yiiksok saviyyadir.

[EO-do moveud bazarlarm itirilmosi Cindo iqtisa-
di artim1 son 7 ildo on asagi saviyyays 9%-o
salmigdir. Bu 2003-cii ildon bari geydo alinmis ilk
birroqomli gostaricidir. Bununla belo global artimda
Cinin istirak pay1 biitin IEO qrupundan goxdur
(21%). Uzun illor Cin iqtisadiyyatinin harokatverici
qiivvasi olan ixracin artim tempi koskin sokilds aza-
laraq 2,8%-o0 diismiisdiir. Ixracin azalmasmin digor
bir determinantt ABS dollarina tasbit edilmis Cin
yuaninin koskin bahalagmasidir. Sonaye istehsalinin
artim tempi da 6ton illo miiqayisads 5,6% bandi aza-
laraq 13%-o diismiisdiir.

ilin sonlarinda iqtisadi faalligin zoiflomoasi,
xtisusilo IV riibda iqgtisadi artimm 6,8%-a diigmasi
issizlik saviyyasini artirmisdir. Sohor yerlarinda
igsizliyin artmasi son illor siiratlonon urbanizasi-
ya proseslorini oks istiqgamato ¢evirmisdir. Iqtisadi
faallig1 dostoklomak magsadile hokumat tagriban 600
mlrd. dollar ekvivalentinds yardim paketini totbiq
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continue in 2009. In a number of respects the year of
2009 stands out as the time of most dramatic crisis
ever since the World War II. According to the IMF’s
forecasts, the global economic growth rate should drop
by somewhat 0.5 percentage points. The DC’s are even
expected to experience a decline as high as 2%. The
World Bank anticipates the world economy to further
decline. The ILO expects the global unemployment
rate to rise from 20 million to 30 million as the best-
case scenario, while the worst-case scenario envisages
the unemployment to be as high as 50 million people.

The expanding downturn trends in the US economy
are among the primary contributors to the overall
negative effect on the global economic growth rates.
According to yearly estimates, the year’s last quarter
netted an economic drop of 6.2%, which is the econ-
omy’s lowest ever since the 2nd quarter of 1980. This
reduction is formed primarily by the dramatic decline
of investments as well as the individual consumer
spending on goods and services. Individual spending
on exports and services acted as components provid-
ing a weakest impetus to the economic growth.

Although the US Dollar grew in value drastically
in the second half of the year, the reduced domestic
demand dragged along the imports to a reduction as
well. This, on one hand, gave an impetus to the eco-
nomic growth, while on the other hand, caused the CCB
deficit to decrease. According to yearly estimates, the
GDP is expected to decline down to 4.5%. For com-
parison, this indicator averaged to 5.7% over the past
3 years.

With the economic activity getting lame the unem-
ployment rate reached 7.2% by the end of the year
having increased by 2.3 percentage points during the
year. This sets a new record since 1992.

Considering the increasing risks facing the economic
growth possibilities the Federal Reserve System (FRS)
decreased its refinancing rate from 4.75% to 0.5% on a
phased-in basis while putting the fedfunds discount rate
targets in a range of 0-0.25%. The deflation that started
from August also served to stimulate such monetary
expansion measures. The 1.7% rate monthly defla-
tion registered in the consumer prices in November
set a record since the World War II. Nevertheless, the
annual CPI amounted to 3.8% due to the continual
price increases during the 1st half of the year.

The decreased demand in the US economy had a
severe impact on the economic activity of the export-
oriented European countries. In 2008 the real eco-
nomic growth rate in the Eurozone amounted to 0.8%

or to a level 1.8% below the previous year’s rate.

The well-off state of affairs that the Eurozone’s
labor market demonstrated since 2005 was toppled
over by deterioration since early 2008 thus resulting
in the unemployment rate going as high as 8.1% by
the end of the year having increased by 0.8 percent-
age points during the year.

Although the inflation rate amounted to 3.3% in
2008 against the previous year, it did drop down to
1.6% in December. With the growth rate of prices
declining, the European Central Bank reduced its
refinancing rate from 4.25% to 2.5% using a phased-
in approach consisting of 3 progressive steps imple-
mented during the year.

Since Japanese products are directed mainly to
the Asian Pacific markets, the development path
of exports displayed a decline. However, the 4.7%
reduction of investments leads to an economic down-
grade, with the real GDP decreasing by 0.7% in 2008.

During the year Japan registered an annual infla-
tion rate of 1.4%. In this view, although the year of
2009 is the single year registering inflation in the past
decade, the monitoring of the past months showed
deflationary processes. No growth was noted in the
development path of unemployment and the unem-
ployment rate made 4.1% in December.

Great Britain entered the economic crisis among
the worst-case scenario countries, with the economic
downturn phase starting from the 2nd quarter. The
lending standards getting more stringent and the real
estate market experiencing a crisis had a severe adverse
impact upon investments. The decreased exchange rate
was unable to stimulate exports in an environment
of failing global demand. As a result, the real GDP
decreased by 1.5% in the 3rd quarter and by 1.9% in
the 4th quarter.

The ailing economic activity made the unemploy-
ment rate increase by 1.1% during the year whereby it
reached 6.3% in the 4th quarter, which is this highest
level since August, 1997.

The loss of the existing markets in the DC’s made
China’s economic growth come down to its lowest in
the past 7 years — 9%, which is the first single-digit
indicator since 2003. Still, China accounts for a larger
share in the global economic growth as opposed to the
DC group — 21%. The growth rate of exports, being
China’s long-standing economic driver declined dra-
matically down to 2.8%. Another determinant of the
exports decline was the Chinese Yuan’s rise in value
against the US Dollar. The industrial output also
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etmoyi planlasdirir. IEO-do hoyata kegirilon analoji
tadbirlorden farqli olaraq bu talabi stimullagdirmagq
magsadi dastyr.

Azarbaycanin geyri-neft sektoru iizra on iri torafdast
olan Rusiya Federasiyasinda 2008-ci ilds iqtisadi
artim 2,5% bondi azalaraq 5,6% toskil etmisdir.
Iqtisadi artim tempinin azalmasina UDM-in sahavi
strukturunda on shomiyyatli tasir maliyys fealiyyati,
emal sonayesi vo ictimai iasode qeyde alinmis
durgunlugdan golmisdir. Kond tasarriifati va tikintide
isa iqtisadi artim siiratlonarok miivafiq olaraq 8,4% vo
13% toskil etmigdir. Emal sanayesi iso artim siiratini
ohamiyyatli sokilds itirarak 0,9%-o diismiisdiir.

2008-ci  ilde  Azerbaycanin diger ticarat
torafdaglarinda da nisbaton yiiksok inflyasiya ilo
miisayiot olunan iqtisadi artim davam etmisdir.
Qazaxistanda iqtisadi artim 3%, Ukraynada 2,1%,
Israilda 4,1% olmus, Tiirkiys, Giirciistan vo Iranda
miivafiq olaraq 3,5%, 3,5% vo 5,5% hacminda
gozlonilir. Oton illo miiqayisada biitiin 6lkelords
iqtisadi artim tempinin agag1 diismosi miisahids olunur.
Giirctistan, Qazaxistan, Ukrayna vo Yaponiyada azal-
ma daha koskin xarakter dasimigdir. Hesablamalar
gostorir ki, torafdag 6lkalords iqtisadi artim 6ton illo
miiqayisads 2,2% bandi azalaraq 4,6%-o diismiisdiir.

Qrafik 1. 2008-ci ilde osas ticarat torofdaslarinda iqtisadi artim,
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8,6% vo ya Gton ilin analoji gostericisindon 1,7%
bandi ¢ox toskil etmisdir.

1.2. Azaorbaycanda iqtisadi artim vo onun monbalori

2008-ci ilds beynalxalq konyunkturun doyiskanliyi
va global maliyys bohraninin dorinlogsmasi fonun-
da Azorbaycanda ikiroqomli iqtisadi artim tempi
qorunmusdur. Olkado hoyata kegcirilon adekvat
makroiqtisadi siyasot koskinlogmokdo olan qlobal
bohrani 6lks iqtisadiyyatina tosirlorini azaltmigdir.

2008-ci ildo lkade Umumi Daxili Mohsul (UDM)
10.8%, o ctmlodon neft sektorunda 7%, qeyri-
neft sektorunda iso 15.7% artmisdir. Iqtisadi artim
neft sektorunda sabitlogdiyi halda qeyri-neft sek-
torunun artimi son illor orzindo maksimal haddo
catmigdir. Xarici tolobin azalmasi soraitinda yiiksok
artim tempinin saxlanilmasi daxili talobin artmasini
stimullagdiran makroiqtisadi siyasat sayasindo mim-
kiin olmusdur.

Qlobal bohranin dorinlogmasi seraitinda inflyasiya
proseslari da sangimaya baslamigdir.

1.2.1. Macmu talab

2008-ci ildo macmu tolobin biitiin komponentlori
iqtisadi artima pozitiv tasir etmisdir. Beynoalxalq
omtas bazarlarindaki konyunkturun pislogmosila
slagadar olaraq xalis ixracin imumi iqtisadi artimda
pay1 avvalki illorle miiqayisada azalmisdir.

Qrafik 2. Macmu xarc komponentlorinin imumi iqtisadi
artimda pay1, %
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{lin 1 yarisinda diinya bazarlarinda miisahids olu-
nan koskin bahalagsma ilo olagodar olaraq biitiin
torofdas 6lkolords orta illik inflyasiyanin siirstlonmasi
prosesi miisahido olunmusdur. ©n ¢ox siiratlonma
Ukrayna, Qazaxistan, Rusiya vo Israildo qeydo
alinmisdir. Qazaxistan vo Giirciistanda son 8 ilin
on yiiksok inflyasiyasi bas vermisdir. Hesablamalar
gostorir ki, 2008-ci ildo torafdas 6lkelords inflyasiya
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2008-ci ildo 10.8%-lik artimin 6.3% baondi daxili
tolob, 4.5% bondi iso xalis xarici tolobin artmasi ilo
bagli olmusdur.

Daxili tolabin elementlori olan investisiya
qoyuluslarinin vo son istehlak xarclorinin {imumi
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decreased by 5.6 percentage points against the previ-
ous years thus reaching 13%.

The flagging economic activity later into the year,
in particular the 6.8% drop in the economic growth in
the 4th quarter caused the unemployment rate to go
up. The increased urban unemployment reversed the
urbanization processes that have somewhat sped up
lately. The government is planning on putting forth
an assistance package equivalent of about USD600
billion designed to support the economic activity.
Unlike the similar arrangements in the DC’s this
package is intended to stimulate the demand.

Azerbaijan’s largest non-oil sector partner, the
Russian Federation registered an economic growth rate
of 5.6% in 2008, through a decline of 2.5 percentage
points during the year. The most significant impact in
the sector-based structure of the GDP upon the decline
of the economic growth was formed from the stagna-
tion in the financial performance, processing sector
and social services. Whereas, the agricultural and
construction sectors showed a rise in economic growth,
which amounted to 8.4% and 13% respectively. The
processing sector experienced a significant loss of the
economic growth impetus going as low as 0.9%.

In 2008, Azerbaijan’s other trade partners also dis-
played economic growth accompanied with relatively

Chart 1. Economic growth rate in the principal trade partner
countries in 2008, %
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high inflation rates. Kazakhstan’s economic growth
rate amounted to 3%, Ukraine registered 2.1%, Israel
4.1%, Turkey, Georgia and Iran are expected to have
3.5%, 3.5% and 5.5% respectively. All countries
demonstrate a decline of economic growth as com-
pared to the previous year. Georgia, Kazakhstan,
Ukraine and Japan are experiencing the most severe
downturn. Estimates suggest that the partner coun-

tries had their economic growth rates drop down by
2.2% versus the previous year thus reaching 4.6%.

Due to the significant price increases on the world
markets noted in the second half of the year all
partner countries displayed an upturn of the aver-
age annual inflation rate. The highest increase was
registered in Ukraine, Kazakhstan, Russia and Israel.
Georgia and Kazakhstan registered the highest rate
of inflation over the past 8 years. Estimates suggest
that the inflation rate in partner countries in 2008
amounted to 8.6% or is higher than that of the previ-
ous year by 1.7 percentage points.

1.2. Economic growth in Azerbaijan and its sources

In an environment of the volatile international mar-
ket conditions and the deepening financial crisis world-
wide Azerbaijan managed to maintain its two-digit
economic growth rate. The adequate macroeconomic
policy conducted by the country helped mitigate the
effect of the global crisis upon the national economy.

In 2008, the Gross Domestic Product (GDP)
increased by 10.8%, including 7% in the oil sector,
and 15.7% in the non-oil sector. With the economic
growth in the oil sector stabilized, the non-oil sector
reached its peakpoint of growth over the past years.
While the external demand dropped down the high
level of growth rate was maintained primarily due to
the macroeconomic policy aimed at stimulating the
increase of the domestic demand.

Inflationary processes also started getting more
active as the global crisis progresses.

1.2.1. Aggregate demand
In 2008 all components of the aggregate demand
had a positive effect on the economic growth. As the
Chart 2. Input of component of aggregate demand in the overall
economic growth, %
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artimda paylar1 miivafiq olaraq 4 faiz bondi vo 2.3
faiz bandi toskil etmisdir. Fiskal siyasot daxili tolobin
genislonmasinds halledici rol oynamisdir.

1.2.1.1 Son istehlak xorclori'. 2008-ci ildo daxili
tolabin miihiim elementi olan son istehlak xarclarinin
artimi hom ev tosorriifatlarimin, hom do hékumat va
ictimai togkilatlarm xorclorinin artimi hesabma bag
vermisdir. Son istehlak xorclori hesabat ilindo real
ifadeds 26.7% artaraq 18.4 mlrd. manat togkil etmisdir.

Ev tosarriifatlari. 2008-ci ildo shalinin maggulluq
saviyyasininyiiksalmasi,homgininsosial yontimlii fiskal
xarclorin artmaqda davam etmasi ev tasarriifatlarinin
pul golirlorinin artimini sortlondirmisdir. Bela ki,
ohalinin pul galirlorinin real artim tempi 14% olmusdur.

2008-ci ilde timumi son istehlak xorclorinin real
artiminin  12.3% bandi mohz ev tesarriifatlarinin
istehlak xarclarinin real artim1 hesabina bas vermisdir.

Hokumat vo ictimai toskilatlar. 2008-ci ildo son
istehlak xarclorinin timumi hacminin 28%-1 hokumat
vo ictimai togkilatlarin payma diismiisdiir.

Hokumeatin istehlaki avvalki illa miigayisada 2008-
ciildareal olaraq 14.4% artmigdir. Hokiimatin istehlak
xarclorinin artimi baslica olaraq dévlat biidcasindon
amok haqglarinin, habela mal va xidmatlara xarclorin
artmasi hesabina bas vermisdir. Belo ki, ilkin
molumatlara gora 2008-ci ilda dovlat biidcasinin cari
xarclori Gton illo miiqayisade 65% artmusdir.

1.2.1.2 Investisiya xorclori. 2008-ci ildo 6lkado
investisiya foalligt davam etmis, asas kapitala 9,1
mlrd. manat va ya 6ton ildekindon 34.3% ¢ox sermaya
qoyulmusdur.

Daxili vo xarici investisiyalar. Daxili investisiya
goyulusu 2008-ci ildo 67.2% artaraq 6.8 mird. manat
toskil etmisdir.

10000,0

Umumi investisiyalarin 75.5%-i daxili monbalor
hesabina hoyata kegirilmisdir ki, bu da ovvalki illa
miiqayisado 13,5% bondi ¢oxdur. Biidco vasaitlari
hesabina maliyyoloson daxili investisiyalarin
hocmi 2.2 dofo artmus, osas kapitala daxili inves-
tisiya qoyuluslarinin 54.4%-1 mohz biidco vasaitlari
hesabina hayata kegirilmisdir. Miigayiss ti¢iin, 2007-
ci ilds daxili investisiyalarin imumi hacminds biidca
vosaitlorinin xiisusi ¢okisi 42.6% toskil etmisdi.

2008-ci ildo bank kreditlori hesabina maliyyalagon
investisiyalar 41.3%, bilidcodon konar fondlar
hesabina investisiyalar isa 58.7% artmugdir.

2008-ci ildo investisiyalarin 24.5%-1 xarici
monbalor hesabina hayata kecirilmigdir. Qeyri-neft
sektoruna yonoldilmis xarici investisiyalar 2007-ci
ilo nisbaton 5.1 dofo artaraq 1.5 mird. manat togkil
etmigdir.

Qrafik 4. Investisiyalarin sektorlar iizra strukturu, (mln. AZN)
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Investisiyalarin sektoral strukturu. 2008-ci ildo
6lkada investisiyalarin 31%-1 neft sektoruna, 69%-i
iso geyri-neft sektoruna yonsldilmigdir. Neft sekto-

Qrafik 3. Iqtisadiyyata investisiya qoyulusu hagqinda melumat (mln. AZN) . .. . ..
runa investisiyalar 2.8 mlrd. manat toskil etmisdir
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" Istehlak xarclori ilkin statistik qiymotlondirmalaro osaslanir.
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international commodity market conditions deterio-
rated net exports had their share in the overall eco-
nomic growth reduced as compared to the previous
years.

In 2008, the 6.3% out of the total of 10.8% of the
annual growth was accounted for by the increase of
domestic demand and 4.5% by the rise of net external
demand.

The elements of domestic demand, investments
and final consumption expenditures, accounted for 4
percentage points and 2.3 percentage points accord-
ingly in the overall growth. The fiscal policy played
the determining role in the expansion of the domestic
demand.

1.2.1.1. Final consumption'. An important ele-
ment of the domestic demand, the final consumption
expenditures grew primarily due to the increase of
both houschold and state and public/community-
based organizations’ spending. Final consumption
expenditures amounted to AZN18.4 billion through a
real increase of 26.7%.

Households. Increase in the employment rate as
well as continued increase of social fiscal expenses
contributed to the growth of household revenues in
2008. Thus, individual cash revenues increased by
14%.

The real growth of final household consumption
expenditures in 2008 resulted in a 12.3% increase of
the total final consumption expenditures.

Government and public institutions. Government

amounted to 14.4%. The government’s consumption
expenses increased primarily due to the increased sal-
ary and goods and services expenditures of the state
budget. Thus, according to preliminary data, in 2008
current expenditures of the state budget increased by
65% against the last year.

1.2.1.2. Investments. In 2008, the country’s invest-
ment activity carried on, with investments in fixed
capital amounting to AZN9.1 billion or 34.3% more
than the previous year.

Domestic and foreign investments. Domestic
investments in 2008 rose by 67.2% thus amounting
to AZNG6.8 billion.

75.5% of the total investments were financed
from domestic sources, which is 13.5% greater than
the last year’s rate. Domestic investments financed
from the budget increased by 2.2 times, while the
54.4% of domestic investments in fixed capital were
financed from the budget. For comparison, the budget
accounted for 42.6% of the total domestic invest-
ments in 2007.

In 2008, bank loan-financed investments rose by
41.3% and extra-budgetary fund-financed invest-
ments by 58.7%.

In 2008, 24.5% of investments were financed from
foreign sources. Foreign investments in the non-oil
sector amounted to AZN1.5 billion having increased
5.1 times against 2007.

Chart 4. Sector-based structure of investments (AZN mln)
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lower than the previous year’s rate. This is because
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Qeyri-neft investisiyalarinin 11.5%-i, o climladon
qgeyri-neft daxili investisiyalarin 10.8%-1 ticari sektorda
inkisafin maliyyalosmasi magsadlarina yonaldilmisdir.
Qeyri-neft sektorunda investisiyalarm osas hissasi
qeyri-ticari sektora yonolmisdir. il arzindo qeyri-neft
investisiyalarin 32.6%-1 naqliyyatin, 6.1%-1 emal
sanayesinin, 5.4%-1 isa kend tesorriifatinin inkisafi
magsadlarinag yonaldilmisdir.

1.2.1.3. Xarici tolab: xarici ticarat va tadiya balanst2.
2008-ci ilds imumi iqgtisadi artima xalis ixracin tosiri
4.5% bondi toskil etmisdir. Miigayisa tiglin 2007-ci
ildo 25%-lik artimin 11.6 faiz bandi xalis ixracdan
tosirlonmigdi.

1.2.2. Macmu toklif

2008-ci ilda iqtisadi artim ham neft sektorundaki, ham
do geyri-neft sektorundaki inkisafdan qaynaglanmus,
arttmin bu sektorlar arasinda pay bolgiisiinds par-
itet yaranmaga baslamagdir. Osason neft hasilatinin
yeni fazaya daxil olmasi ilo olagadar olaraq iqtisa-
di dinamikanin tadricon yiiksok artimdan orta artim
templorino dogru meyllonmasi miisahido olunmugdur.
Bununla bels fiskal vo monetar siyasat vasitasila daxili
tolabin dastoklonmasi qeyri-neft sektorunda mecmu
toklifin daha da canlanmasina sabab olmusdur.

Neft sektoru. 2008-ci ildo 6lkads istehsal olunan
UDM-in 54%-i neft sektoru hesabina formalasmisdir
ki, bu da ovvalki ildokindon 1,7% bondi azdir. Neft
sektorunda UDM 7% artmis vo {imumi iqtisadi
arttmin 4% bandi bu sektorun payina diismiisdiir. Neft
emalimin artim tempi iso avvalki ilo nisbaton 1.1%
bandi yiiksalarak 8.4% taskil etmisdir.

Qrafik 5. iqtisadi artimin sektorlar {izro menbaleri, %-lo
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Qeyri-neft sektoru. Qeyri-neft sektorunda artim
tempi son bes ildo ilk dofo olaraq imumi iqtisadi
arttm tempini oshamiyyatli Gistolomis va 15.7% taskil
etmisdir. Qeyri-neft UDM-i hom ticari, hom do geyri-
ticari sektordaki artimdan tasirlonmisdir.

Belo ki, ticari saholor olan kond tosorriifati va
sonayedo istehsalin hocmi avvalki illo miiqayisodo
miivafiq olaraq 6% vo 6.4% artmusdir. Qeyri-ticari
sahalar olan tikinti (36%), mehmanxana va restoran
(35%), rabita (28%), ticarat (15,5%) va naqliyyatda
(13,5%) iso ikirogamli artim templori miisahido
edilmigdir.

{lin yekunu iizro qeyri-neft sektoru UDM-da ticari
sektorun xiisusi ¢okisi 23.4%, qeyri-ticari sektorun
xiisusi gakisi 189 76.6% toskil etmisdir.

Qrafik 6. 2008-ci ilda qeyri-neft UDM-in saho
strukturu, %-lo
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1.2.2.1. Ticari sahalar. 2008-ci ilda ticari sektor
6.2% artmisdir ki, bu da avvalki ildokindon 0.9%
bandi yiiksakdir.

Koand tasarriifati. 2008-ci ilde kend tesorriifatinda
istehsalin hocmi doyor ifadesinde 6.1% artmigdir.
UDM-in artimmm 1% bondi kend tasorriifatmimn
inkisafi ila alagadardir.

Oton illordon forgli olaraq agrar sektorda artim
osason bitkicilik mohsullarinm yiiksok artimindan
(7.2%) irali galmisdir. Bununla belo heyvandarliqda
da artim davam etmisdir.

Sanaye. 2008-ci ildo sonayedo timumi artim tempi
7% olmusdur. Emal sonayesinda artim toxuculuq
sanayesi istisna olmagla biitiin sahalardeki pozitiv
arttmdan tosirlonmis vo 7.4% toskil etmigdir. Emal
sanayesindoki yiiksak artim qeyri-neft sanayesinda
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of the oil sector becoming a source of foreign capital
repatriation as it had completed its mission of attract-
ing foreign investments.

The scope of the non-oil sector investments grew
by 81.3%, while its ratio to the non-oil GDP made
42.5% through a 6.8% increase against the last year’s
rate. The share of non-oil sector investments in the
total investments increased by 17 percentage points
against the previous years.

11.5% of the non-oil sector investments, including
10.8% of the domestic non-oil sector were directed
for financing the development of the tradable sector.
The major portion of the non-oil sector investments
was directed to the non-tradable sector. During the
year 32.6% of the non-oil sector was used to finance
the transport sector, 6.1% for the processing industry,
and 5.4% for the development of the agricultural
sector.

1.2.1.3. External demand: foreign trade and balance
of payments. In 2008, net exports had an effect of
4.5% on the overall economic growth. For compari-
son, net exports contributed 11.6% to the 25% overall
economic growth in 2007.

1.2.2. Aggregate supply

The economic growth in 2008 was formed by
development in both the oil and non-oil sector; parity
of growth started forming up on the share distribu-
tion between these two sectors. In particular, the
dynamics of the economic growth tended to move
gradually towards average growth rates from the high
growth rate due to the oil production moving into a
new phase. In the meantime, support of the domes-
tic demand through the fiscal and monetary policy

Chart 5. Sources of economic growth by sectors, %
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caused the aggregate supply in the non-oil sector to
further enhance.

Oil sector. In 2008, the oil sector accounted for
54% of the country’s GDP, which is lower than
the last year’s rate by 1.7%. The oil sector’s GDP
increased by 7% and this sector accounted to 4% of
the overall economic growth. The growth rate of the
oil processing industry amounted to 8.4% through a
1.1% increase against the last year

Non-oil sector. The non-oil sector’s growth rate, for
the first time in the past five years, significantly over-
passed the overall economic growth rate by reaching
15.7%. The non-oil GDP was effected by both trad-
able and non-tradable sector growth.

Thus, the output of tradable sectors — agriculture
and industry — increased by 6% and 4% respectively
as compared to the previous year. Non-tradable
sectors such as construction (36%), hospitality busi-
ness (35%), communications (28%), trade (15.5%)
and transport (13.5%) displayed two-digit growth
rates.

Chart 6. Sector-based structure of the non-oil
GDP in 2008, %
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The year’s outputs show that the tradable sector
accounted for 23.4% in the non-oil GDP while the
non-tradable sector accounted for 76.6% thereof.

1.2.2.1. Tradable sectors. In 2008 the tradable sec-
tor expanded by 6.2%, which is greater than the last
year’s indicator by 0.9%.

Agriculture. The value of agricultural output rose
by 6.1% in 2008. 1% of the GDP growth was caused
by the agricultural sector’s development.

Unlike the previous years the growth in the agricul-
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istehsalin real olaraq 6.4% artmasini sartlondirmisdir.
Qeyri-neft sektorunun artiminmn 0.6 faiz bandi mahz
bununla slagadar olmusdur.

{lin yekunu tizra emal sanayesinda istehsalimn 62.2%-
i 6zal sektorun payma dismiisdiir. 2008-ci ildo 6zal
sektor torofindon istehsal edilon sonaye mohsullarinin
real artim tempi 6.2% togkil etmisdir.

1.2.2.2. Qeyri-ticari sahalar. 2008-ci ilda iri hacmli
infrastruktur vo sosial layiholorin reallagdiriimaqda
davam etmasi qeyri-ticari sektorda istehsalin 19.6%-2
qodor artmasma sorait yaratmisdir. Il orzindo qey-
ri-ticari sektorun demok olar ki, biitiin sahalorinda
ikiragomli artim miisahido edilmisdir. Qeyri-neft
UDM-in artimi baglica olaraq mohz qeyri-ticari sek-
torda yiiksok artim hesabina bas vermisdir.

Qeyri-ticari saholor arasinda on yiiksok artim tempi
tikintido, ictimai iaga va rabitode miisahida edilmisdir
ki, bu da mocmu tolobin keyfiyyat baximindan
yaxsilasmast, ohalinin maddi rifahinin yiiksalmesindon
xabar verir. Belo ki, bu saholor geyri-ticari UDM-in
34.3%-ni vermis va geyri-ticari sektorda artimin 8.4
faiz bandi bu sahalarin hesabima tomin olunmusdur.

2008-ci ildo tikintide 36%-lik artim qeyds almmigdir
ki, bu da qeyri-neft UDM-nin artim tempini 6.6 faiz
bandi yiiksaltmisdir.

Ticarat vo nogliyyat kimi saholorin do qeyri-neft
UDM-nin artiminda rolu béyiik olmusdur. Bu saholor
qeyri-neft UDM-in avvalki ilo nisbetan artimmda uygun
olaraq 2.2% va 1,5% bandi qadar paya malik olmusdur.

1.2.3. Makroigtisadi tarazliq va qiymet indekslari

2008-ci ildo makroiqtisadi tarazliq yeni miistoviya
kegmis, macmu talabin artim tempi ilo macmu toklifin
(geyri-neft sektoru) artim tempi arasindaki forqin
mohdudlagmasi qeyda alinmisdir.

1.2.3.1. Istehlak qiymatlori indeksi. Qlobal miihitda
va onun tasiri ilo 6lka iqtisadiyyatinda gedan proseslor
2008-ci ildo qiymatlorin dinamikasinda 6z oksini
tapmisdir. Ilin birinci yarisinda beynolxalq amtao
bazarlarinda qiymatlorin yiiksalmosi, xiisuson do
orzagin bahalagmasi qiymatlorin yiiksok templo art-
maqda davam etmasina sabab olurdu.

2008-ci ilin ikinci yarisindan baslayaraq iso asas
ticarat torofdast olan 6lkalords tolabin va diinya enerji
giymatlorinin azalmasi naticasinda global inflyasiya
proseslori songimis va bu 0z tozahiirini 6lkado
qiymotlorin saviyyesinin azalmasinda gostormisdir.

2008-ci ildo diinya bazarinda omtoslorin qiymoti
18.4%, o ctimlodon orzaq mohsullarmin giymotlori
36.5% azalmisdir. Il orzinde Azorbaycanmn ticarat
torofdasi olan o6lkolordo inflyasiya soviyyasi comi
5.6% (orta ¢okili) toskil etmisdir.

Qlobal deflyasiya meyllori, manatin g¢oxtorafli
mozonnasinin - mohkamlonmoya baglamasi  va
pul kiitlosinin artim tempinin stabillosmasi illik
inflyasiyanin azalmasini sartlondirmisdir.

Qeyd olunan amillerin tasiri altinda 2008-ci ildo
illik inflyasiya 15,4% toskil etmisdir. O climlodon
arzaq mohsullart 19.3%, qeyri-orzaq mallar1 10,9%,
xidmatlar tizra isa 9.7% olmusdur. Hesablamalara gora
2008-ci ilda 6lkads qeyds almmus inflyasiyanin 7.6%
bandi idxal inflyasiyasmin hesabina bag vermisdir.

Qrafik 7. 2008-ci ilde timumi va baza inflyasiya (ayliq, %-lo
yastya (ayliq
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2008-ci ilds inflyasiya proseslori xorc amillari ila
yanasi tolob amillerindon da tasirlonmisdir. Bels ki,
2008-ci ildo ohalinin pul golirlerinin artimi qeyri-
neft igtisadiyyatinin ixrac yonlii vo idxal ovazedici
saholorinin artim tempini tistolomisdir.

1.2.3.2. Senaye istehsal¢ilarinin qiymot indeksi
(SIQI). 2008-ci ildo senaye istehsalgilarinin giymot
indeksi (SIQI) 33.4% azalmisdir. Istehsalgilarin
giymot indeksinin neft sektorunda azalmasi, qeyri-
neft sektorunda iso ciizi artmasi illik SIQI-nin qeyd
olunan doyigim tempini tomin etmisdir. Neft sekto-
runda istehsalgilarm qiymoat indeksinin azalmasinda
isa neft va gaz hasilat1 sektoru baslica amil olmusdur.

2008-ci il orzindo emal sonayesindo istehsalgi
giymotlori 3.9% artmigdir. Qeyri-neft sektorunda
istehsalg1 qiymotlorinin koskin artmasinin qarsisini
2008-ci ilin son riibiinda yiingiil vo yeyinti sonaye
sahoalarinda istehsalg1 qiymatlarinin azalmasi almigdir.
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tural sector was caused primarily by the high growth
rate in the planting products output (7.2%). At the
same time, livestock production also continued to
grow.

Industry. In 2008 industry showed an overall
growth rate of 7%. The growth in the processing
industry was driven by the positive developments in
all sectors other than the crop industry and amounted
to 7.4%. The high upturn in the processing industry
determined the 6.4% growth in the non-oil industrial
output accounting for a 0.6 percentage points input
into the non-oil sector growth.

As per the year’s results, the private sector account-
ed for 62.2% of the overall output of the processing
industry. The real growth rate of industrial goods
produced by the private sector in 2008 made 6.2%.

1.2.2.2. Non-tradable sectors. As the implementa-
tion of large-scale infrastructural and social projects
continued throughout 2008, the output of the non-
tradable sector rose up o 19.6%. Throughout the year
almost all areas of the non-tradable sector showed
a two-digit growth rate. The increase of the non-oil
GDP was caused primarily by the high level increase
in the non-tradable sector.

The highest growth rate among the non-tradable
sectors pertained to construction, domestic services
and communications, which demonstrates improved
quality of the aggregate demand and financial and
material welfare of the nation. Thus, these sectors
provided 34.3% of the non-tradable GDP as well as
an 8.4% of the non-tradable sector’s growth.

In 2008 the construction sector registered a growth
rate of 36%, which contributed 6.6 percentage points
to the overall growth of the non-oil GDP.

The trade and transport sectors also contributed
greatly to the overall growth of the non-oil GDP.
These sectors accounted for 2.2% and 1.5%, respec-
tively, in the growth of the non-oil GDP as opposed
to the previous year.

1.2.3. Macroeconomic balance and price indices

In 2008 the macroeconomic balance moved into a
new phase while the difference between the growth
rates of the aggregate demand and aggregate supply
(non-oil sector) was diminished.

1.2.3.1. Consumer price index. The processes
occurring in the global environment and the national

economy affected thereby had an effect on the devel-
opment path of prices in 2008 as well. The price rise
on the international commodity markets in the first
half of the year, in particular the rise of food prices
contributed to the overall growth of prices.

Starting from the second half of 2008, the decline
of demand in the main trade partner countries coupled
with the drop of world energy prices lead to activa-
tion of global inflationary processes, which showed
through a decline of the domestic price levels. In
2008 world market prices of commodities decreased
by 18.4%, including a 36.5% decline of food prod-
uct prices. During the year the inflation rate in
Azerbaijan’s trading partner countries totaled to 5.6%
(average-weighted).

Global deflationary trends, the Manat’s rise in value
against various currencies and stabilized growth of
the money supply caused the yearly inflation to
reduce.

Chart 7. Overall and baseline inflation in 2008 (monthly, %)
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Affected by the above described factors the yearly
inflation rate totaled to 15.4% in 2008. The inflation
rate for food products was 19.3%, for non-food prod-
ucts 10.9% and 9.7% for services. Estimates show
that 7.6% of the inflation registered in the country in
2008 was provided by the imports inflation.

The inflationary processes in 2008 were driven by
demand factors in addition to expenditure factors.
Thus, the growth of individual cash revenues over-
passed the growth rates of the export-oriented and
import-substituting sectors of the non-oil economy.

1.2.3.2. Industrial producers’ price index (IPPI).
In 2008 the industrial producers’ price index (IPPI)
declined by 33.4%. A decrease of the producers’
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1.2.3.3. Kond tosarriifati istehsalgilarinin qiymat
indeksi. 2008-ci ildo kond tosorriifati istehsalgilart
indeksi 12.3% yiiksalmisdir. Istehsalc1 qiymotlari bit-
kigilik sahasinda 1.3%, diri mal-gara va heyvandarliq
mohsullart tizra isa 19% artmusdir.

Bitkigilik, bostan va bagciliq mohsullart tizra
istehsalg1 qiymotlorinin zoif artimi aqrar sferada
istehsal¢1 qiymatlorinin artimini mohdudlagdirmigdir.

1.2.3.4. Masgullug. Macmu talobin artmasi fonun-
da 2008-ci ildo olkedo mosgulluq soviyyesinin
yiiksalmasi davam etmisdir. Bels ki, il arzinda 6lkada
123 min yeni is yerlori yaradilmigdir ki, bunun da
89.6 mini va ya 73%-1 daimi is yerlaridir.

Qrafik 8. Yeni is yerlorinin dinamikasi, min nofor

Belalikla, 2003-cii ilin oktyabr ayindan bari 6lkada
766 min yeni is yerlori yaradilmigdir. 2008-ci ildo
muzdla iglayanloarin strukturunda geyri-ticari sektorun
pay1 87%-a ¢atmisdir.

1.3. Todiyo balansi
1.3.1. Osas tendensiyalar

2008-ci ildo todiys balansinin timumi saldosu
miisbat 12.0 mlrd. $ olmus va 6ton illo miiqayisado 4.2
dofa artmigdir. Bu artim cari amoliyyatlar balansinin
pozitiv saldosundan gaynaqlanmisdir.

Tadiys balansmin cari amaliyyatlar hesabinda son
illor miisahido olunan profisit 6ten illo miigayisada
1.8 dofs artaraq 16.5 mird. $ toskil etmisdir. Cari

9000 omoliyyatlar balansmin torkib hissesi olan xari-
80004 ci ticarat balansimin miisbat saldosu kegon illo

’ miiqayisedo 1.5 dofo artmigdir. Bu da kapitalin va
700,07 b180 maliyyanin harakati hesabinda yaranmis manfi sal-
6000 - donu maliyyalosdirarak todiys balansinin @imumi
5000 I 1853 miisbat saldosunu sartlondirmisdir.

’ . 1l Ovvalki illords oldugu kimi 2008-ci ildo do xarici
4000 1 iqtisadi amoliyyatlar neft-qaz sektoru {izra miisbat
3000 . 80 saldoya, geyri-neft sektoru iizro isa monfi saldoya
200 @ . ' 4580 malik olmusdur.

’ —%T 3524 Neft-qaz sektoru {izro timumi daxilolmalar asasen
1000 4 1 245 neftin ixrac1 va bu sektora colb edilon xarici kapitalin

00 hesabina formalasir. Bu sektor iizro ddanislor iso

I I . . .. . . .
2004 2005 2006 2007 2008 monfaatin va investisiyalarin repatriasiyasini, mexanizm
va digar texnoloji avadanliglarin, xidmetlorin idxalinin
Daimi B Mivoqgeti maliyyalosdirilmasing sarf olunan vasaitlori oks etdirir.
Cadval 2. Tadiya balansinin asas gostaricilari

2007-ci il 2008-ci il
UDM-da, UDM-da,
Min. $ Yl Min. $ %o
I. Cari amaliyyatlar hesabinin saldosu 9018.9 28.8 16453.5 35.6
Xarici ticarat balanst 152243 48.6 23011.7 49.7
Xidmotlor balansi -2131.0 -6.8 -2342.6 5.1
Golirlar balansi -5079.4 -16.2 -5266.0 -11.4
-Investisiya golirlorinin repatriasiyasi -4920.8 -15.7 -5346.9 -11.6
Cari transfertlor balansi . 1005.0 32 1050.4 23
II. Kapitalin va maliyysnin herokati 61208 196 44036 95

hesabinin saldosu
Birbasa investisiyalar -5102.7 -16.3 -545.0 -1.2
- Azarbaycana calb olunmus 4291.1 13.7 39824 8.6
- Xarico yonoldilmis -285.6 -0.9 -555.6 -1.2
- Investisiyalarin repatriasiyasi -9108.2 -29.1 -3971.8 -8.6
Neft bonusu 68.2 0.2 35 -
Kreditlar va digar investisiyalar -1086.3 3.5 -3862.1 -8.3
[ Tadiys balansinin imumi saldosu 2898.1 9.2 12049.9 26.1
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price index in the oil sector accompanied with a
minor, slight upward climb of the non-oil sector’s
price index drove the aforementioned development of
the yearly IPPI. The producers’ price index dropped
in the oil sector mainly because of the oil and gas
production industries.

During 2008 the producers’ prices grew by 3.9%
in the processing industry. The drastic increase of the
producers’ prices in the non-oil sector was precluded
by a decline of producers’ prices in the light and food
industries in the last quarter of 2008.

1.2.3.3. Agricultural producers’ price index. In 2008
the agricultural producers’ price index rose by 12.3%.

Chart 8. New jobs, thousand people
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The producers’ prices rose by 1.3% in the crop sec-
tor and by 19% in the livestock and cattle-breeding
industries.

The crop, gardening and orchard products devel-
oped poorly in terms of producers’ prices whereby
restraining the overall agricultural producers’ price
growth.

1.2.3.4. Employment. Set against the background of
growing aggregate demand the national employment
rate continued to rise in 2008. Thus, 123 thousand
new jobs were created during the year, of which 89.6
thousand or 73% are full-time, permanent jobs.

In general, a total of 766 thousand new jobs were
created in the country since October 2003. In 2008,
the non-tradable sector accounted for 87% in the
structure of contracted workers.

1.3. Balance of payments
1.3.1. Main trends

The overall balance of payments in 2008 was in
surplus of USD12.0 billion having risen by 4.2 times
against the previous year. This growth was driven by
the positive balance of the current account.

The surplus in the current account of the balance
of payments that has been in effect lately further
increased by 1.8 times against the last year and
thus reached USD16.5 billion. The positive balance
of foreign trade, a major component of the current
account, increased by 1.5 times against the last year.

Table 2. Principal indicators of the balance of payments

2007 2008

As % of As % of

USD min GDP USD min GDP

I.Balance of the current account 9018.9 28.8 16453.5 35.6

Foreign trade balance 15224.3 48.6 23011.7 49.7

Balance of services -2131.0 -6.8 -2342.6 5.1

Balance of revenues -5079.4 -16.2 -5266.0 -114

-Repatriation of investment revenues -4920.8 -15.7 -5346.9 -11.6

Balance of current transfers 1005.0 32 1050.4 23

II. Balance of the capital and finance 61208 196 44036 95
account

Direct investments -5102.7 -16.3 -545.0 -1.2

- To Azerbaijan 4291.1 13.7 3982.4 8.6

- To foreign countries -285.6 -0.9 -555.6 -1.2

- Repatriation of investments -9108.2 -29.1 -3971.8 -8.6

Petroleum bonus 68.2 0.2 35 -

Loans and other investments -1086.3 3.5 -3862.1 -8.3

III. Overall balance of payments 2898.1 9.2 12049.9 26.1

23



Qlobal proseslar va Azarbaycan iqtisadiyyati

Neft-qaz sektoru {izra yaranmig {imumi miisbat
saldo iqtisadiyyatin digar sektorlarinin xarici valy-
utaya tolobatinin maliyyalasmasini va 6lkanin valyu-
ta ehtiyatlarinin artmasini tomin etmisdir.

1.3.2. Cari omoliyyatlar hesabi

2008-ci ilda cari amaliyyatlar hesabinda 16.5 mlrd.
$ mobloginds profisit yaranmisdir ki, bu da 2007-ci
ilin miivafiq gostoricisindon 7.4 mlrd. § ¢oxdur.

Bu, asason xam neftin ixracinin 2.0 mln. ton artmasi
vo onun | barrelinin orta qiymatinin miiqayise olunan
dovrlor tigin 72.9 $-dan 96.5 $-a qador yiiksalmasi
ilo izah olunur. Naticads, 6lkadon ixrac olunmus
xam neftin imumi doyeri 1.4 dofo artaraq 26.3
mird. $-a catmugdir. Bu iso 6z novbasinde xarici
ticarat balansinin miisbat saldosunun da 1.5 dofs
yiiksalmasini sartlondirmisdir.

1.3.2.1. Xarici ticarot balansi. Xarici ticarat
dovriyyesi hesabat ilindo 39.7% artaraq 38.2 mlrd.
$ toskil etmisdir. Xarici ticarot balansi 23.0 mlrd. $
mablaginda miisbat saldo ilo naticalonmisdir.

catmusdir. Ixrac olunmus mallarin strukturunda neft
mohsullarinin pay1 93.1% toskil etmisdir.

Xarici dovlatlors 28.5 mlrd. $ neft mohsullari ixrac
olunmusdur ki, bu da 2007-ci ilin géstaricisindon 1.4
dofa coxdur. Ixrac olunmus biitiin neft mohsullarmim
2.2 mlrd. § neft emali mohsullarinin, 26.3 mird. $ iso
xam neftin ixracinin payina distir.

Ixrac olunmus xam neftin 24.2 mird. $ Azorbaycan
Beynolxalq ©moliyyat Sirkoti (ABOS) torafindon
hasil olunmus neftin imumi doyaridir. Bunun da
14.7 mlrd. $ Azorbaycanin payma diigon, 9.5 mlrd.
$ iso “Osrin miigavilesi” ilo bagli konsorsiumun
xarici sohmdarlarinin paymna diison neftin dayaridir.
Ixrac olunmus @imumi xam neftin 2.1 mird. $ iso
digar miiassisalor tarafindon xarico  gondorilmisdir
ki, bunun da 1.3 mlrd. $ Sahdeniz yatagindan hasil
edilmis kondensatin, 0.8 mlrd. $ iso Azorbaycan
Respublikasi Dovlat Neft Sirkatinin payma diisiir.

2008-ci il arzinda 6lkanin geyri neft-qaz ixracinin payina
diison mallarin imumi doyari 33.7% artaraq 1443.4 min.
$-a catmugdir. Bu artim asason kimya mohsullarinin, slvan
vo qara metallarn ixracimn artimi hesabina olmusdur.

Cadval 3. Ixracin strukturu

Moblag,
min.$
[xrac - comi 21269.3
O cimlodan:
1.Yanacag-xammal mohsullart 20429.6
- neft mohsullart 20039.4
- digor xammal 390.2
2.Masin vo avadanliq 207.1
3.Istehlak mallar 556.1
4.Digor mallar 76.5
- tobii qaz 65.7

2008-ci ildo Azorbaycamin diinyamin 140 dovloti
ilo ticarat alagolori olmusdur. Xarici ticaratin 10%-i
MDB iizvii olan d6vlatlorin, 90%-i iso digor xarici
dévlatlorin payina diismiisdiir. Olkemizin italiya, ABS,
Israil, Tiirkiya, Rusiya, Hindistan, Fransa, Birlosmis
Krallig, ispaniya vo Niderland ilo daha intensiv
ticarat olaqalari olmusdur. Biit6vliikda, 6lkenin idxal-
ixrac omoliyyatlarimin 72.3%-i ad1 ¢okilon osas torof
miiqabillari olan 10 dovlat ils aparilmisdir.

1.3.2.2. Omtoa ixract. 2008-ci ildo omtoo ixract
2007-ci ilo nisboton 1.4 dofs artaraq 30.6 mlrd. $-o
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2007-ci il 2008-ci il
X g X
cokist, n$ cokist,

Y-lo i %-lo
100.0 30586.4 100.0
96.0 29098.9 95.1
94.2 28468.6 93.1
1.8 630.3 20
1.0 203.5 0.7
2.6 581.2 1.9
0.4 702.8 23
0.3 674.4 22

1.3.2.3. Omtos idxall. 2008-ci ildo istehlak
mallarimin idxalinm Gimumi doyari kegon ilo nisbaton
19.1% artmigdir. Bu artimmn 211.5 min. $-1 orzaq
mohsullarinin payina diigdiiyii halda, 190.0 min. $-dan
coxu yalniz minik avtomobillarinin idxali ilo baglidir.

Fiziki soxslor torafindon idxali (1214.9 min. $) va
humanitar mallar1 (30.9 min. $) da nazera almagla
2008-ci il arzinda dlkomiza 3020.3 mln.$ mabloginda
istehlak mallar1 gatirilmisdir. Bunun da 34.5%-i arzaq
mohsullarinin payma diisiir.
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It financed the negative balance in the capital and
finance account to the point of making the overall
balance of payments positive.

As was the case in the previous years, foreign eco-
nomic transactions had a positive balance in the oil and
gas sector and a negative balance in the non-oil sector.

The overall oil and gas revenues are formed chiefly
from oil exports and foreign investments drawn to the
industry. Payments in this sector represent repatriated
profits and investments as well as funding costs asso-
ciated with imports of mechanisms and other process
equipment along with services.

The overall positive balance in the oil and gas
industry helped finance the foreign exchange demand
of other economic sectors as well as enhance the
country’s foreign exchange reserves.

1.3.2. Current account

In 2008 the current account formed a surplus of
USD16.5 billion, which is greater than the relevant
indicator of 2007 by USD7.4 billion.

This is primarily due to the 2.0 mln ton increase
of crude oil exports coupled with the average price
per barrel leap from USD72.9 to USD96.5 over the
period in question. As a result the total value of
crude oil exported reached USD26.3 billion having
increased by 1.4 times. This, in turn, caused the posi-
tive balance of foreign trade to increase by 1.5 times.

1.3.2.1. Balance of foreign trade. The foreign
trade turnover amounted to USD38.2 billion having
increased by 39.7% during the reported year. The
foreign trade balance arrived at a positive USD23.0
billion.

In 2008 Azerbaijan maintained trading relations

with 140 countries across the globe. In foreign
trade CIS countries had a share of 10% while other
foreign countries accounted for the remaining 90%.
Azerbaijan further intensified its trading affairs with
Italy, USA, Israel, Turkey, Russia, India, France,
United Kingdom, Spain and the Netherlands. Overall,
the above mentioned 10 countries alone accounted
for 72.3% of the country’s total imports and exports
transactions during the year.

1.3.2.2. Exports of goods. In 2008, exports of goods
reached USD30.6 billion having increased by 1.4
times. Petroleum products accounted for 93.1% of
the total exports.

USD28.5 billion worth of petroleum products
were exported to foreign countries, which is 1.4
times greater than the scope of 2007. Out of the total
petroleum products exported petroleum processing
products accounted for USD2.2 billion and crude oil
exports for USD26.3 billion.

USD24.2 billion is the value of oil produced by
the Azerbaijan International Operating Company
(AIOC), out of the total oil exports. Of this, USD14.7
billion is the value of Azerbaijan’s share of oil and
USD9.5 billion is the share of the foreign stake-
holders in the Contract of the Century consortium.
USD2.1 billion worth of crude oil exports were made
by other entities, of which USD1.3 billion pertained
to the condensate produced from the Shakhdeniz
field and USDO.8 billion is the share of the State Oil
Company of the Republic of Azerbaijan.

In 2008, the total value of the country’s share in
the oil and gas exports amounted to USD1443.4
million, having increased by 33.7%. This increase
was caused primarily by the growing exports of
chemical products, ferrous and non-ferrous metals.

Table 3. Structure of exports

Amount,

USD mln

Total exports 21269.3

Of which:

1.Fuel and raw materials 20429.6
- petroleum products 20039.4
- other raw/input materials 390.2
2.Machinery and equipment 207.1
3.Consumer goods 556.1
4.Other goods 76.5
- natural gas 65.7
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2007 2008
As percentage Amount, As percentage
of total USD min of total
100.0 30586.4 100.0
96.0 29098.9 95.1
94.2 28468.6 93.1
1.8 630.3 20
1.0 203.5 0.7
26 581.2 1.9
0.4 702.8 23
03 674.4 22
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Cadval 4. Idxalin strukturu

2007-ci il 2008-ci il

e Yo

Mablag, ¢okisi, s cokisi,

min.$ %-lo . %-la

[dxal-comi 6045.0 100.0 7574.7 100.0
ctimladan:

1.Istehlak mallari 2535.6 419 3020.3 39.9

- arzaq mahsullart 831.3 13.7 1042.8 13.8

- digarlari 1704.3 28.2 1977.5 26.1

2.Investisiya yoniimlii mallar 1063.6 17.6 912.8 12.0

- beynolxalq neft-qaz konsorsiumlari 872.0 14.4 7.7 9.5

- digarlari 191.6 32 195.1 25

3. Digar mallar 2445.8 40.5 3641.6 48.1

Idxalin strukturunda xarici investisiyalar hesabina
gotirilmis magim-avadanlqlarm vo mallarmn xiisusi
cokisi 12.0% toskil edarok 912.8 min. $ olmusdur.
Bunun  78.6%-ni beynolxalq neft-qaz kontraktlari
carcivasinds istifade olunmus investisiyalar hesabina
idxal edilmis mallar toskil edir. Bundan basqa
6lkaya timumi mablagi 3641.6 min. $ olan istehsal
toyinath magin-avadanhq, kimya, gara vo alvan metal
moahsullar da gatirilmigdir.

1.3.2.4. Xidmotlor balansi. 2008-ci ildo xari-
ci dovlatlorlo Azerbaycanin iqtisadi olagslorinda
qgarsiligh xidmotlor osas yerlordon birini tutmusdur
vo bu xidmatlorin timumi hacmi 5436.4 min. § taskil
etmigdir. Bunun 3889.5 miln. $-1 geyri-rezidentlor
torafindon Azarbaycanin rezidentlorine, 1546.9 min.
$-1 iso Azorbaycan rezidentlorinin xarici 6lkalarin
rezidentlorina gostordiyi xidmotlordir. Beloalikla,
xidmatlor balansinin saldosu monfi 2342.5 min. §
olmusdur.

Qarsiligh xidmatlor dovriyyasinin 27.2%-i nagliyyat
xidmeatlori {izre aparilan amoliyyatlarin payma disiir.
Umumi doyari 1476.4 mln. $-a barabar olan nagliyyat
xidmotlorinin 46.2%-i Azerbaycan rezidentlorinin
xarici dovlatlorin naqliyyat sistemlorindon istifada
etmalori ilo olagadardir.

Oz novbesindo Azorbaycanin rezidentlorinin
gostordiyi neqliyyat xidmatlorinin imumi doyari
31.3% artaraq 793.9 mIn. $ olmusdur. Bu vasaitin
boyiik hissasi TRASEKA layihasi gorgivasinda 6lko
orazisi vasitasilo Orta Asiya 6lkalari ilo Avropa 6lkalari
arasinda tranzit yiikdagimalarinin intensivlegsmosi
naticasinda alds edilmisdir.

2008-ci il arzinda xarici 6lka vatondaslarma turizmlo
baglt gostorilon xidmotlorin doyari 190.2 min. $
mabloginds qiymatlondirilmisdir. Bunun 39.0%-i
geyri-rezidentlorin Azarbaycana isgiizar saforlori ilo
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baglidir. Bu soforlorlo bagl xarici is adamlaria
gostorilon xidmetlarin dayari kecon illo miiqayisada
15.1 min. $ artaraq 74.2 mln. $-a ¢atmigdr.

Oz novbasindo xarici 6lkalor torafindon Azarbaycan
rezidentloring turizmlo bagli gostorilon xidmotlorin
doyari 31.0% artaraq 341.1 mIn. $§ mablagindo
olmugdur. Bunun 92.1%-1 Azarbaycan vetondaglarinin
soxsi soforlori ilo bagli xarici 6lkalorde olarken sorf
etdiklori xarclorinin (mokik idxal istisna olmagla)
payina distir.

1.3.2.5. Golirlor balansi. Golirlor tizra daxil
olmalarin vo Odonislorin timumi dovriyyesi 6.4
mlrd. $-1 6tmiigdiir. Bunun 90.8%-ni (5.9 mird. $)
Azarbaycandan Gdanislor taskil edir. Bu mablagin iso
osas hissasini (5.0 mlrd. $) Azorbaycan Beynolxalq
Omoliyyat Sirkatinin xarici investorlarinin payina
diison golirlorinin repatriasiyast (xam neft soklinds),
geyri-rezidentlors ddonilmis emak haglart (168.3 min.
$) vo xarici kreditlordon istifadoya gora 6donilon
faizlor (280.5 min. $) togkil edir.

Golirlorlo bagh olkays daxil olmus vasait 2007-ci
ilin gostericisina nisboton §1.5% artaraq 595.1 min.
$ olmusdur. Bunun iso osas hissasini (283.9 min. $)
Davlat Neft Fondunun vasaitlarine, (163.4 min. $) Milli
Bankin sarancaminda olan xarici valyuta ehtiyatlarma
vo (26.2 miIn. $) banklarm xaricdo yerlogdirilmis
aktivlorina hesablanmus faizlar tizre galirlor toskil edir.

1.3.2.6. Cari transfertlor balansi. Cari transfertlor
tizra xarici 6lkslorlo aparilan omaliyyatlarin timumi
dayari 1949.8 mIn. $ mablaginda qiymatlondirilmisdir.
Bu mablagin 76.9%-ni 6lkays daxilolmalar toskil edir.
Belo ki, xarici 6lkalorden daxil olan pul baratlarinin,
humanitar mallarin, texniki vo diger yardimlarim
timumi doyari 2007-ci ilo nisbaton 186.7 min. $
artaraq 1500.1 mln. $-a catmigdir.
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Table 4. Structure of imports

2007 2008
Amount, As per; Amount, As percent-
USD min centage o USD mln age of total

total
Total imports 6045.0 100.0 7574.7 100.0

Of which:

1.Consumer goods 2535.6 41.9 3020.3 39.9
- food products 831.3 13.7 1042.8 13.8
- other 1704.3 28.2 1977.5 26.1
2.Investment quality goods 1063.6 17.6 912.8 12.0
- international oil and gas consortiums 872.0 14.4 7.7 9.5
- other 191.6 32 195.1 25
3. Other goods 24458 40.5 3641.6 48.1

1.3.2.3. Imports of goods. In 2008 imports of con-
sumer goods rose in value by 19.1% against the last
year. While food products accounted for USD211.5
million of that growth, over USD190.0 million were
derived from only passenger car imports.

Taking account of individual imports (USD1214.9
million) and humanitarian goods (USD30.9 million),
USD3020.3 million worth of consumer goods were
imported to Azerbaijan during 2008. Of that amount
food products accounted for 34.5%.

Imports of machinery and equipment and goods
financed by foreign investments accounted for 12.0%
of the total imports thus amounting to USD912.8 mil-
lion. Out of this amount, imports of goods financed
by investments used under the international oil and
gas contracts totaled to 78.6%. Furthermore, indus-
trial machines and equipment, chemical, ferrous
and non-ferrous metal products for a total worth of
USD3641.6 million were imported to the country.

1.3.2.4. Balance of services. Mutual services held a
special place in Azerbaijan’s economic relations with
foreign countries in 2008, amounting to USD5436.4
million. Of this, services provided by non-residents
to Azerbaijani residents totaled to USD3889.5 mil-
lion, and services provided by Azerbaijani residents
to foreign residents amounted to USD1546.9 million.
Thus, the balance of services equaled to negative
USD2342.5 million.

Transportation services accounted for 27.2% of
the total services turnover. 46.2% of the USD1476.4
million worth of transport services related to the use
of foreign transportation systems by Azerbaijani
residents.

In its turn, the total value of transportation serv-
ices provided by Azerbaijani residents amounted to
USD793.9 million, having risen by 31.3%. The bulk of
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this amount was generated from more intensified cargo
transits through Azerbaijan under the TRACECA project
among the Central Asian and European countries.

Travel-related services provided to foreign country
residents in 2008 were put at USD190.2 million.
Of this, 39.0% pertained to business trips of for-
eign residents to Azerbaijan. Services provided to
foreign businessmen in association with such trips
amounted to USD74.2 million having risen in value
by USD15.1 million.

In their turn, the total value of travel-related serv-
ices provided by foreign countries to Azerbaijani resi-
dents amounted to USD341.1 million, having gone up
by 31.0%. Of this, 92.1% represented the spending
of Azerbaijani residents while traveling to foreign
countries (excluding shuttle imports).

1.3.2.5. Balance of revenues. The total turnover of
revenues and payments passed USD6.4 billion. Of
this, 90.8% (USDS5.9 billion) represented payments
leaving Azerbaijan, while the core of that amount
(USD5.0 billion) represents the repatriation of income
of the Azerbaijan International Operating Company’s
foreign investors (as crude oil), remuneration to non-
residents (USD168.3 million) and interest on foreign
loans (USD280.5 million).

Revenues imported to the country amounted to
USDS595.1 million, having gone up by 81.5% against
the year 2007 rate. A major portion of that amount
(USD283.9 million) represents interest accrued on
the State Oil Fund’s assets; on the National Bank’s
foreign exchange reserves (USD163.4 million) and
the banks’ foreign assets (USD26.2 million).

1.3.2.6. Balance of current transfers. Transactions
with foreign countries relating to current transfers
totaled to USD1949.8 min in value. Of this, 76.9%
represent the country’s revenues. Thus, bank notes,



Qlobal proseslar va Azarbaycan iqtisadiyyati

Bu daxilolmalarin 94.4%-ni xarici  6lkelorden
fiziki soxslora kogiirtilon pul baratlari, 2.1%-ni 6lkaya
gotirilon humanitar idxal mallarmin dayari, 3.5%-ni
iso digar daxilolmalar togkil edir.

Biitovlikkds, cari transfertlor {izro omoliyyatlarm
miisbat saldosu 2007-ci ilo nisdoton 4.5% artaraq
1050.4 min. $ togkil etmisdir.

1.3.3. Kapitalin vo maliyyonin harakati

2008-ci ilde xaricdon colb olunmus kapitalin
timumi hocmi 7.6 mlrd. $ togkil edorok ovvalki ilin
gostaricisindon 9.7% cox olmusdur. Bu gostaricinin
artimi asasan dovlat tominati olmayan xarici kreditlorin
vo qeyri-neft sektoruna birbasa investisiyalarm colb
olunmasi il baghdir.

1.3.3.1. Birbasa investisiyalar. Birbasa investisiya-
lar formasinda xaricdon calb olunmus sermayslerin
imumi mablagi 4.0 mlrd. $-a yaxin olmusdur. Bu
investisiyalarin strukturunda neft-qaz sektorunun
xtisusi ¢okisi 83.9% toskil etmisdir. Bu sormayaslor iri
neft-qaz layihslorinin, osason BP Eksploreysn (Sah

Birbasa investisiyalar tizro xarico yonaldilmis va
repatriasiya olunmus sermayolorin {imumi maoblogi
53.0% az olarag 4.0 milrd. § toskil etmisdir. Bu
azalmanin sobabi “Osrin miiqavilesi” ¢ar¢ivasinda
ABOS-in foaliyyati ilo bagh ovvalki dovrlerds 6lka
iqtisadiyyatinda istifade olunmusg birbasa investisi-
yalar tizro kapitalin repatriasiyasinin azalmasi ilo
baghdir. Bels ki, 2007-ci ilds neft-qaz sektoru itizra
repatriasiya olunmus investisiyalarm hacmi 9.1 mlrd.
$ moblaginds oldugu halda, 2008-ci ilds bu gostarici
2.3 dofs azalaraq comi 3.9 mlrd. § togkil etmisdir.

1.3.3.2. Kreditlor vo digor investisiyalar. 2008-ci
ilin yekunlar1 iizro todiye balansinda oks etdirilmis
kredit vo diger investisiyalarin timumi mablogi
3583.5 min. $ toskil etmisdir vo bu kegon ilin
gostaricisindon 1.6 dofo ¢oxdur. Bu mablogin
yalmz 19.5%-i (698.7 min. $) birbasa dovlet va
dovlet tominati osasinda colb olunmus kreditlordir
(beynalxalq maliyys va diger teskilatlar torafinden
ayrilmis kreditlor). Yerds qalan 2344.6 mln. $ vosait
isa dovlot tominat1 olmayan kreditlordir ki, bunun da
683.1 mIn. $ ARDNS torafindon calb olunmugdur. Bu

Cadval 5. Calb olunmus xarici kapitalin strukturu

Mln.
$-la
Birbasa investisiyalar 4526.0
- neft-qaz sektoru 4086.1
- digar sektorlar 439.9
Kreditlor va digor investisiyalar 2305.9
- dovlat tominatli kreditlor 4413
- dovlat tominat1 olmayan kreditlor 1435.3
- neft-qaz sektoru 460.4
- banklar 842.7
- digorlori 132.2
- digor investisiyalar 429.3
COMI 6900.1
Doniz) Ltd. layihesi vo Azorbaycan  Beynolxalg

Omaliyyat Sirketinin Azari-Cirag-Giinssli yataginda
goriilon islorin maliyyelosdirilmasi ilo slagedar 6lka
iqtisadiyyatinda istifade olunmusdur.

Qeyri-neft sektoruna iso calb olunmus birbasa
investisiyalarn imumi moblogi kecon ilo nisbaton
1.5 dofs artaraq 642.8 min. $ olmusdur. Bu da 6lkaya
calb olunmug birbasa xarici investisiyalarin @imumi
hocminin 16.1%-ni toskil etmisdir.

2007-ci il 2008-ciil ~ 2008-ciil
Xiisusi ¢o- Min. Xiisusi ¢a-  2007-ci ilo
kisi, %-lo $-la kisi, %-lo nisbaton,
65.6 3982.6 526 88.0

59.2 3339.8 44.1 81.7

6.4 042.8 8.5 146.1

334 3583.5 47.3 155.4

6.4 098.7 9.2 158.3

20.8 2344.6 31.0 1634

6.7 690.1 9.1 149.9

12.2 1278.5 16.9 151.7

1.9 376.0 5.0 284.4

6.2 540.2 7.1 125.8

100.0 7569.6 100.0 109.7

vosait asason ARDNS-in Giirclistan vo Tiirkiyadoki
enerji resurslar layihslorinin maliyyelosdirilmesina
yonaldilmisdir.

Dévlot tominati olmayan digar kreditlorin 1661.5
min. § iso osason banklar (1278.5 min. §), digor
miisssisalor va firmalar torefindon colb olunmusdur.

Hesabat dovriinds 6lkenin strateji valyuta ehtiyatlart
2.5 dofs artaraq 01 yanvar 2009-cu il tarixine 18555.4
min. $ hacminds olmusgdur.

2
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humanitarian goods, technical and other assistances
imported from foreign countries reached USD1500.1
million having increased by USDI186.7 million
against the year of 2007.

94.4% of these revenues represent bank notes trans-
ferred from foreign countries to individuals, 2.1%
humanitarian goods imported to the country and 3.5%
other revenues.

Overall, the positive balance of current transfers
totaled to USD1050.4 million through an increase of
4.5% against the level of 2007.

1.3.3. Capital and cash flows

Foreign capital drawn to the country in 2008 totaled
to USD?7.6 billion, which is 9.7% greater than the last
year’s rate. The rise of this indicator was driven prima-
rily by foreign loans not guaranteed by the government
and direct investments drawn to the non-oil sector.

1.3.3.1. Direct investments. Total investments
drawn from foreign countries in the form of direct
investments neared UD4.0 billion. The oil and gas
industry accounted for 83.9% of the total invest-

the previous year. This amount represented 16.1%
of the total direct investments drawn to the country.
Total investments directed abroad and repatriated
in association with direct investments amounted to
USD4.0 billion, having decreased by 53.0%. This
decline was caused by a decrease of capital repa-
triation on direct investments used in the national
economy in line with the AIOC’s operations under
the Contract of the Century. Thus, while total invest-
ments repatriated in 2007 in the oil and gas industry
made USD9.1 billion, this indicator declined by 2.3
times in 2008 thus amounting to USD3.9 billion.

1.3.3.2. Loans and other investments. Loans and
investments reflected in the balance of payments in
2008 totaled to USD3583.5 mln, which is greater
than the last year’s level by 1.6 times. Of this
amount only 19.5% (USD698.7 min) represented
loans obtained directly by the government and
with sovereign guarantees (loans from international
financial and other institutions). The remaining
USD2344.6 mln represents loans without sovereign
guarantees, of which USD683.1 mln were obtained
by the SOCAR. These loan proceeds were used by

Table 5. Structure of foreign investments drawn

USD min

Direct investments 4526.0
- oil and gas sector 4086.1
- other sectors 439.9
Loans and other investments 2305.9
- sovereign-guaranteed loans 4413
- loans w/o sovereign guarantee 14353
- oil and gas sector 460.4
- banks 842.7
- other 132.2
- other investments 4293
TOTAL 6900.1

ments. These investments were used in the national
economy to finance large-scale oil and gas projects,
mainly BP Exploration (Shakhdeniz) Ltd. project
and operations carried out at the Azeri-Chirag-
Guneshly field of the Azerbaijan International
Operating Company.

Direct investments to the non-oil sector totaled to
USD642.8 million having risen by 1.5 times against

2007 2008

e 2008 vs.
centage of USD min B8 oG A
tage of total %

total
65.6 3982.6 52.6 88.0
59.2 3339.8 44.1 81.7
6.4 642.8 8.5 146.1
334 3583.5 473 1554
6.4 698.7 9.2 158.3
20.8 2344.6 31.0 163.4
6.7 690.1 9.1 149.9
12.2 1278.5 16.9 151.7
1.9 376.0 5.0 284.4
6.2 540.2 7.1 125.8
100.0 7569.6 100.0 109.7
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the SOCAR mainly to finance the energy projects in
Georgia and Turkey.

USD1661.5 min of other loans without sover-
eign guarantees were acquired mainly by banks
(USD1278.5 mln), other entities and firms.

During the reported period the country’s strategic
foreign exchange reserves increased by 2.5 times thus
totaling to USD18555.4 mln as of January 1, 2009.
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II. PUL VO MOZONNDO SIYASOTI

2.1. 2008-ci ilds pul siyasatinin rejimi va yerina
yetirilma vaziyyati

2008-ci ilde Milli Bankin pul siyasati qlobal igtisa-
di soraitin pislogsmasi soraitinds hayata kegirilmisdir.

Bu soraitdo Milli Bankin pul siyasati qarsisinda
6lkads makroiqtisadi tarazligin saxlanilmasina dastok
vermok, habelo bank-maliyys sisteminds sabitliyi
qorumagq kimi vazifaler qoyulmusdur.

Bu vozifolorin reallasdirilmast istiqamatinda
goriilon tadbirlor 2008-ci ilde 6lkade makroigtisadi
dayanigligin qorunmasinda miihiim rol oynamisdir.

2008-ci ildo pul siyasotinin son hadofi olan
inflyasiya soviyyesi beynalxalq toskilatlarin
prognozlasdirdigindan  (20-22%) ve 2007-ci
ildokindan (19.6%) az olmus v 15.4% toskil etmisdir.
Bu Hokumatin ve Milli Bankin antiinflyasiya siyasati,
eloco do 2008-ci ilin ikinci yarisinda beynolxalq
omtao bazarlarinda qiymetlorin azalmasinin tasiri
noticosinde  miimkiin  olmusdur. Inflyasiyanin
azalmasi ohalinin real golirlorinin artimina miisbat
tosir gostormigdir.

Qrafik 9. Pul kiitlesi va illik inflyasiya,%-lo
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2004 2005

Pul kiitlasinin illik artimi

2006 2007 2008

—4— illik inflyasiya (sag sk.),

Milli Bankin pul siyasati igtisadiyyatin pula olan
tolobin adekvat Gdonilmosini tomin etmis, 2008-ci
il orzindo iqtisadiyyatin monetizasiyas: artmaqda
davam etmigdir.

[l orzindo mozenno siyasotinin effektivliyinin

30

artirilmast istigametinda goriilon institusional tadbirlor
Milli Bankin ¢oxtorofli mozenno indeksloring tosir
imkanlarini artirmigdir. Eyni zamanda Milli Bankin
valyuta bazarindaki davranisi deyismis, noticoda
Milli Bankin tatbiq etdiyi de-fakto mozenna rejiminin
yeni beynolxalq statusu formalagsmigdir. Belo ki,
Beynolxalq Valyuta Fondu (BVF) Azarbaycani
ovvalki “stiriiskon baglhliq” rejimine garst daha lib-
eral olan “stirtinon dohliz” mazenns rejimine malik
6lkalor qrupuna daxil etmisdir. BVF-nin totbiq
etdiyi yeni tosnifata gore bu rejim iizon mozonna
rejimlorindon sonra on liberalidir.

Belalikla, 2008-ci ildo Milli Bankin pul vo mazenna
siyasatinin yeni amsliyyat dizayni formalagmigdir. Bu
dizayn manatin nominal effektiv mazonnasi (NEM)
vo M2 pul aqreqatindan araliq hadaflor kimi istifada
etmayi nazords tutur.

Milli Bankin pul siyasatinin araliq hadoflorindon asili
olaraq onun amoliyyat hadoflarini miioyyonlosdirilir.

. NEM-in miioyyen olunmus illik araliq
hadofine nail olmaq tictin Milli Bank valyuta sabati
tizra hadof gostoricidon istifads edir. Valyuta sabati
mioyyon miqdarda gétiirilon xarici valyutalar
toplusudur. Sabetin hadaflonon doyari ilo NEM-in
hodof soviyyesi arasinda olago soboto daxil olan
iki osas valyutanin — avro vo dollarm miibadilo
mazonnalerinin vo digor valyutalarin proqnozlar
osasinda miisyyon olunur.

. Pul kiitlosi tizro araliq hadefo nail olmaq
tictin Milli Bank amaliyyat hadafi kimi pul bazasindan
istifada edir. Pul bazast tizra amoliyyat hodofindon asili
olaraq pul siyasati alstlorinin kamiyyat parametrlori,
o climlodon agiq bazar emsliyyatlarinin mablagi va s.
miioyyanlosdirilir.

Umunmilikda, 2008-ci ildo Milli Bankin yeritdiyi
pul siyasati, preventiv rejimdo gobul edilon qorarlar
vo goriilon qabaglayici tadbirlor maliyys sabitliyinin
gorunmasina yardim etmisdir.
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Monetary and exchange rate policy

I[I. MONETARY AND EXCHANGE RATE POLICY

2.1. Monetary policy regime and implementation
status in 2008

In 2008 the National Bank pursued its monetary
policy in an environment of deteriorating global eco-
nomic conditions.

In such an environment the National Bank’s mon-
etary policy followed the principal objective of
supporting the country’s macroeconomic balance as
well as preserving and maintaining the banking and
financial system’s stability.

Actions taken in order to realize these objectives
played an important role in preserving the country’s
macroeconomic sustainability in 2008.

In 2008, the ultimate target of the monetary policy,
the inflation rate, was below the projections and
forecasts of the international institutions (20-22%)
and the actual rate of 2007 (19.6%), equaling 15.4%.
This was made possible by the Government’s and
National Bank’s anti-inflation policy as well as by
the reducing effect of the international commodity
market price downfall. The decline of inflation had a
positive effect on individual/household real income.

Chart 9. Money supply and annual inflation rate, %
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Yearly growth of money supply —4#— Annual inflation rate
(right-hand scale)

The National Bank’s monetary policy served the
purpose of adequately covering the economy’s cash
requirements and continued the monetization of the
economy in 2008.

Institutional measures taken during the year in
order to improve the efficiency and effectiveness
of the exchange rate policy enhanced the National
Bank’s capabilities in terms of multi-lateral exchange
rate indices. At the same time, the National Bank
shifted its currency market behavior, whereby the de-
facto exchange rate regime applied by the National
Bank developed its own new international status.
Thus, the International Monetary Fund (IMF) moved
Azerbaijan from the previous group of countries with
the “hard peg” exchange rate regime to the group
with a more liberal “crawling band” approach. The
IMF’s new classification defines this regime as the
most liberal after floating exchange rate regimes.

Thus, the National Bank’s monetary and exchange
rate policy developed its new operating design in
2008. This design implies using the Manat’s nomi-
nal effective exchange rate (NEER) and M2 money
aggregates as intermediate targets.

The National Bank’s operating targets are defined
based on the transitional targets of the monetary policy.

. In order to accomplish the identified inter-
mediate annual NEER targets the National Bank uses
a target currency basket. The currency basket is a set
of foreign currencies in a certain amount. The rela-
tion between the targeted value of the basket and the
target level of the NEER is determined based on the
projected/forecast exchange rates of the two princi-
pal currencies forming up the basket, Euro and US
Dollar, and other currencies.

. In order to realize the intermediate target of
money supply the National Bank uses the monetary
base as the operating target. Depending on the oper-
ating target of the monetary base, the quantitative
parameters of the monetary policy tools as well as the
scope of open market transactions and other indica-
tors are identified.

In general, the monetary policy pursued by the
National Bank in 2008, its preventive decisions and
proactive measures helped maintaining the financial
stability.
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2.2. Pula talob vo pul aqreqatlart

2008-ci ilds igtisadi artimin daha da siiratlonmasi
soraitinds pula talebin artimi davam etmisdir.

Qrafik 10. Pul bazasinmn illik artim tempi, %-lo
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Pula talobin artmasina adekvat olaraq pul siyasatinin
operativ hadofi olan manatla pul bazasi oton ilo
nisbaton 48,5% bandi artaraq 2008-ci ilin sonuna
4781,3 mln. manat tagkil etmigdir.

Mgvsiimi amillerin tasiri ilo bagli hesablama-
lar gostorir ki, 2008-ci ilin yekunu tizro movsimi
tomizlonmis pul bazasi da 6ton ilo nisboton 50,4%
artmisdir. Pul bazasinin osas artim kanali Milli
Bankin alig yonlii miidaxilasi olmugdur.

Qrafik 11. Milli Bankin valyuta bazarina miidaxilesi, min. ABS dollar1
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2008-ci il arzinde Milli Bankin valyuta bazarina
xalis miidaxilesinin hacmi 6ton illo miiqayisada
12,3% bandi artaraq 2,24 mlrd. ABS dollar toskil
etmigdir.

Qrafik 12. 2008-ci il arzinds pul bazasinin deyismasina tasir
gostoron amiller, (mln. manatla)
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Pul bazasimin dayisimi pul multiplikatoru vasitasila
pul kiitlasinin dayisiming tasir gostormisdir. 2008-ci
ilin sonuna imumi pul multiplikatoru 1.71, manatla
pul multiplikatoru iss 1.27 saviyyasinds olmusdur.

2008-ci ilin sonuna manatla genis pul kiitlosi (M2)
Gton ilin avvaline nazaran 1679,4 min. manat vo ya
38,2% artaraq 6081,0 mln. manat toskil etmigdir.

M2 pul agreqatinin strukturunda keyfiyyat
doyisikliklori davam etmisgdir. Belo ki, genis pul
kiitlosinin mithiim elementi olan nagdsiz dovriyyanin
yiiksok templo artmasi davam etmisdir. Oton ilo
nisboton manatla omanatlor va depozitlor 12,5%,
0 cimlodon manatla tolob olunanadok omanat
vo depozitlor 6,0%, manatla miiddatli omanat va
depozitlar 189 20,6% artmigdir.

Qrafik 13. Pul agreqatlarinin dinamikasi, mln. manatla
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Monetary and exchange rate policy

2.2. Money demand and monetary aggregates

The demand for cash continued to grow as the eco-
nomic growth furthered in 2008.

Chart 10. Annual growth rate of the monetary base, %
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Adequate in relation to the growth of money
demand, the Manat monetary base, an operating
target of the monetary policy, increased by 48.5%
against the last year, thus amounting to AZN4781.3
min by the end of 2008.

Estimates related to the effect of seasonal factors
suggest that the seasonally-adjusted monetary base
also increased by 50.4% as of the end of 2008. The
principal driving force behind the growth of the mon-
etary base was the National Bank’s net FX purchases.

Chart 11. National Bank’s currency market intervention, USD mln
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The National Bank’s currency market intervention
during 2008 amounted to USD2.24 billion having
increased by 12.3% against the previous year.

Chart 12. Factors affecting the development of the monetary
base during 2008 (AZN mln)
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Changes in the monetary base generated changes
in the money supply through the money multiplier.
As of the end of 2008 the total money multiplier was
1.71, while the Manat money multiplier equaled 1.27.

As of the end of 2008, the Manat broad money
(M2) amounted to AZN6081.0 mln having increased
by AZN1679.4 min or 38.2% against the previous
year’s level.

Qualitative changes in the structure of the M2
monetary aggregate also continued during the year.
Thus, the non-cash turnover, a major element of
the broad money supply, continued to expand rap-
idly. During the year, Manat-denominated individual
and corporate deposits increased by 12.5%, with
Manat-denominated demand individual and corporate
deposits rising by 6.0% and Manat-denominated term
individual and corporate deposits by 20.6%.

Chart 13. Path of monetary aggregates, AZN mln
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2008-ci ildo MO pul kiitlasi 52,78% artmis, onun
genis monada manatla pul kiitlasinin strukturunda
xiisusi ¢akisi ilin sonuna 68,2% taskil etmisdir.

2008-ci il orzindo manatla genis monada pul
kiitlasinin artimi 61k iqtisadiyyatinin pulla tominatini
yaxsilagdirmig, monetizasiya gostoricisi (M2/qeyri-
neft Umumi Milli Mohsul) 35,6%-2 yiiksolmisdir.

flin sonuna M2 tizro dévr etma siirati 2,87 vahid,
M3 lizra dovr etma siiroti isa 2,05 vahid toskil
etmigdir.

Qrafik 14. Monetizasiya gostoricilori
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M3/q.n.UMM,%-lo —8— Orta illik monetizasi ya (M2/q.n.UMM), %-lo

2.3. Moazonna siyasoti vo beynolxalq ragabot
gabiliyyati

2008-ci ilds Milli Bankin mazanns siyasati dax-
ili vo beynolxalq valyuta bazarlarmda son meyllor
nozara alinmagla formalasdirilmis ve hayata
kecirilmigdir. Son illor diinyanin aparici valyutalarinin
mozonnalarinin kaskin taraddiidlori bir ¢ox dlkalords
oldugu kimi Azerbaycanda da mazenna siyasatinin
samoaraliliyini artirmaq zaruratini aktuallagsdirmigdi.

Belo ki, dinyanin aparict valyutalarinin
mozonnalorindo miisahido edilon ohomiyyatli
toraddiidler iqtisadi subyektlori miiayyan doracada
mozonna riskina hassas edirdi. Bundan basqa,
Azarbaycanda milli valyutanin mazennasinin ABS
dollarina nazoron formalagmasi va bu valyutanmn
dinyanm digar aparicit valyutalarina qarst kifayot
godar dayisken olmasi seraitinds Milli Bankin asas
operativ hadafi olan nominal effektiv mozonna
tizro hadofo nail olunmasi, son naticodo iso milli
iqtisadiyyatin beynalxalq rogabat gabiliyyatinin

qorunmasi kimi vezifolorin yerino yetirilmosini
miirakkoblasirdi.

Qeyd olunanlart nazera alaraq Milli Bank mozonno
siyasatinin operativ hodoflori ilo onun strateji
hodoflorini  sinxronlagdirmaq, Avropa olkalori ilo
iqtisadi-ticarat olagoelori saxlayan subyektlarin
mozonna risklorini azaltmaq magsadila “2008-ci
il tglin pul siyasotinin osas istigamotlori barads
Boyanat”ma uygun olaraq 11 mart 2008-ci il
tarixindon mozonno siyasatini Avrodan va ABS
dollarindan ibarat sabet vasitasila hoyata kecirmoya
baslamaq barada qorar qabul etdi. Ilkin olaraq sobatin
strukturunda ABS dollarma 90%, Avroya isa 10% pay
verilmis, sonradan isa sabatin strukturunun tadrican
optimallagdirilmasi hoyata kegirilmisdir.

Mazonna siyasotinin bivalyuta mexanizmi vasitosilo
reallagdirilmasina kec¢iddon sonra Milli Bankin valyu-
ta bazarindaki miidaxilsleri yalniz “miidaxils dohlizi”
carcivasinda hoyata kecirilmigdir. Naticodo hesabat
ilinin sonuna valyuta bazarmin 6ziinii tonzimlomo
gabiliyyati iki dofs artmus, fiskal sektorun valy-
uta toklifinin 65%-1 bazar torafindon absorbsiya
edilmisdir.

Qrafik 15. Valyuta bazarinda teleb ve toklif
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Oziinii tanzimlomo rejiminds foaliyyat gostaran va
sabat mexanizmi gargivasinda tenzimlonan valyuta
bazarinda manatin ABS dollarina garst mozannasi il
arzinda 5.2% mohkamlonmisdir.
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Monetary and exchange rate policy

During 2008 the MO money supply increased by
52.78% and its share in the broad Manat money sup-
ply made 68.2% at the year-end.

The growth of the broad Manat money supply dur-
ing 2008 improved the cash supply of the national
economy and helped increase the monetization levels
(M2/non-oil Gross National Product) up to 35.6%.

The year-end velocity of M2 was 2.87, while the
M3 velocity made 2.05.

Chart 14. Monetization indicators
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M3/non-0il GNP, %  —#— Average annual monetization
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2.3. Exchange rate policy and international competi-
tiveness

The National Bank’s exchange rate policy in 2008
was formed and implemented taking into account the
latest trends of the domestic and international cur-
rency markets. As in many other countries, the recent
drastic fluctuations of the world’s leading currencies
put Azerbaijan up with the need to enhance the effec-
tiveness of the exchange rate policy.

Thus, as the exchange rates of the world’s leading
currencies fluctuated dramatically economic subjects
became really susceptible to the exchange rate risk.
In addition, since the exchange rate of Azerbaijan’s
national currency developed against the US Dollar,
while the US Dollar experienced quite a volatile time
in relation to the world’s other lead currencies, the
National Bank faced a complicated task of having
to realize its operating target of nominal effective
exchange rate and, ultimately, preserving the national
economy’s international competitiveness.

Considering the above said, the National Bank
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determined to start conducting its exchange rate
policy using the Euro and US Dollar-composed
basket from March 11, 2008 in accordance with the
“Statement of Main Objectives of the 2008 Monetary
Policy” in order to synchronize the operating targets
of the exchange rate policy with its strategic goals
and to minimize the exchange rate risks inherent in
the subjects maintaining economic and trading rela-
tions with European countries. First of all, the basket
was split as follows: 90% - US Dollars, 10% - Euro,
where after the NBA gradually worked towards opti-
mizing the structure of the basket.

After switching to the basket mechanism of the
exchange rate policy the National Bank’s currency
market interventions were made only along the lines
of the “intervention corridor”.

Chart 15. Demand and supply on the currency market
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The Manat’s exchange rate against the US Dollar
gained 5.2% in value during the year.
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Qrafik16. 2008-ci il USD/AZN {izro rosmi mezennanin
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2008-ci il arzinde manatin mazennasi real olaraq
yapon yeni istisna olmaqla tohlil olunan biitiin
6lkalorin valyutalarina nazoren bahalagmigdir.

Maozanns siyasatinin totbiqinin yeni mexanizmina
kecid Milli Bankin nominal effektiv mozonnayo
tosir imkanlarin1 artirmig vo inflyasiya idxalini
neytrallagdirmaga sorait yaratmigdir. Ticarat part-
nyoru olan 6lkalorin valyutalarina nazeren ikitorafli
nominal mozennalorinin dayisiminin ticarat xtisusi
¢akilari nazare alinmagla hondoasi ortasini aks etdiron
manatin nominal effektiv mozonnasi 2008-ci ilda
timumi ticarat dovriyyasi tizra 17.2% bahalagmigdir.
Qeyri-neft sektoru tizro iso bu gostorici 20.7%
olmusdur ki, bu da partnyor 6lkslori {izra orta ¢okili
inflyasiyan1 shomiyyatli iistaloyir va belslikls 6lkaya
inflyasiya idxalin1 tam neytrallagdirir.

Belolikla, 2008-ci ildo Milli Bankin mozonna
siyasati makroiqtisadi sabitliyin qorunmasina dastok
vermaya yonaldilmis vo dayisken qlobal situasi-
yaya ¢evik reaksiya verarok inflyasiya idxalinin
neytrallagdirilmasini tomin etmisdir.

2.4. Pul siyasotinin alatlori

2008-ci ilde Milli Bank pul siyasati tizre hadaflorina
nail olmagq tiglin faiz dshlizinin parametrlari, macburi
chtiyat normalari, agiq bazar amoliyyatlar1 kimi
alotlordan aktiv istifade etmisdir.
Qrafik 17. Faiz dehlizinin parametrlari, %-lo
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Hesabat ilinin ilk yarimilinds Milli Bank iqtisa-
di subyektlarin istehlak davranigina tesir etmakla
iqtisadiyyatda bag veron horarstlonmo soviyyasing
miiloyyan tosir gostormok, hokumsatin antiinflyasiya

Cadval 6. 2008-ci ilin dekabr ayinda manatin real va nominal effektiv mazonnalarin dinamikasi, %-lo

2000-ci ilin Oton ilo
dekabrina nisbaton nisbaton
Umumi ticarat dovriyyasi iizra
NEMI _ 100.1 1172
Qeri-neft sektoru tizro NEMI 117.2 120.7
REMI ‘ 121.8 131.5
Qeyri-neft sektoru izra REMI . 114.1 131.2
. Idxal gakili
NEMI ' 1115 121.1
Qeyri-neft sektoru tizro NEMI 115.3 120.9
REMI 1213 133.6
Qeyri-neft sektoru {izro REMI 117.8 132.1
Ixrac ¢okili
NEMI . 92.9 115.0
Qeri-neft sektoru tizro NEMI 128.8 120.8
REMI . 122.5 130.1
Qeyri-neft sektoru tizra REMI 97.2 127.4
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Chart 16. Official USD/AZN exchange rates during 2008
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During the year Manat gained in value against
the currencies of all countries reviewed except the
Japanese Yen.

The transition to the new mechanism of exchange
rate policy application enhanced the National Bank’s
abilities to influence the nominal effective exchange
rate and allowed for completely neutralizing the
import of inflation.

Thus, in 2008 the National Bank pursued an
exchange rate policy aimed at preserving the macr-
oeconomic stability and sought to neutralize import
of inflation by efficiently responding to the volatile
global situation.

2.4. Monetary policy tools

In 2008, the National Bank actively employed
various instruments such as interest corridor’s param-
eters, reserve requirements and open market transac-
tions in order to achieve its monetary policy goals.

Chart 17. Interest corridor parametess
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In the first half of the reported year the National Bank
changed its interest rate twice, from 13% to 15%, which
is the primary indicator of the interest rate corridor, in
order to bring the monetary policy to a more stringent
framework seeking to somehow mitigate the stress lev-
els across the economic sectors and to support the gov-
ernment’s counter-inflationary measures by influencing
the consumer behavior of economic subjects.

Table 6. Manat’s real and nominal effective exchange rates in December, 2008, %

Relative to Relative to the
December, 2000 last year
Overall trade turnover
NEER 100.1 117.2
Non-oil sector NEER 117.2 120.7
REER 121.8 131.5
Non-oil sector REER 114.1 131.2
Import-weighted
NEER 111.5 121.1
Non-oil sector NEER 1153 120.9
REER 1213 133.6
Non-oil sector REER 117.8 132.1
Export-weighted
NEER 92.9 115.0
Non-oil sector NEER 128.8 120.8
REER 122.5 130.1
Non-oil sector REER 97.2 127.4
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Pul vo mazanna siyasati

siyasoting dostok vermok {i¢tin pul siyasatinin bir
godar sortlogdirilmasi magsadilo faiz dohlizinin asas
gostaricisi olan ugot daracasini 2 dofa doyisarak 13%-
don 15% soviyyasing yiiksaltmisdi.

Homginin kredit ekspansiyasinin magbul tempda
getmosing sorait yaratmaqgla mocmu tolobin artim
kanallarini va maliyya sektoruna potensial tohdidlari
mohdudlagdirmaq magsadilo faiz dohlizinin digor
parametrlori do uygun olaraq doyisdirilmisdi.
Bu dovrde homginin iqtisadiyyatda pul toklifina
tosir gostormok vo real faiz doracolorinin pozitiv
soviyyaya catmasina gorait yaratmaq tiglin macburi
ehtiyat normast 10%-don 12%-o qaldirilmis, xarici
6hdoliklora gore iso 5%-lik macburi ehtiyat normast
miioyyanlogdirilmisdi.

Eyni zamanda bu dovrdo kapitalin horokati
rejiminin liberallagdirilmasinin  davam etdirilmasi
carcivasinda kapitalin 6lkadan ¢ixmast iizre regional
mohdudiyyatlor aradan galdirilmigdr.

2008-ci ilin ikinci yarisindan baglayaraq iss qlobal
bohranin Azarbaycan iqtisadiyyatina potensial tasirini
neytrallagdirmaq tgiin Milli Bankin pul siyasati
yumsaldilmaga baglanmis, ugot deracasi marhalalarls
ti¢ dofa dayisdirilarak 15%-dan 8%-a endirilmisdir.

Banklarm likvidlik gostoricilorinin  daha da
yaxsilagdirilmasi maqgsadila onlarin xarici 6hdaliklari
5%-lik macburi ehtiyat normasindan azad olunmusdur.
Daxili 6hdoliklar tizra macburi ehtiyat normalar1 isa
oktyabr ayinda 12%-don 9%-o, dekabrin 1-don iso
6%-o endirilmigdir. Eyni zamanda mocburi ehtiyat
normalarinin ortalama miiddati 15 giindon 1 ayadok
uzadilmigdir ki, bu da banklar torafinden likvidliyin
daha somarali idara olunmasina sarait yaratmisdir.

olan 6hdoliklora goroe mocburi ehtiyat normasinin
azaldilmasi hesabina bas vermisdir.

Bank sistemindoki likvidliyi tonzimlomok tigiin
Milli Bank 2008-ci ilds ag1q bazar amaliyyatlarindan
da foal istifado etmigdir. Qlobal maliyys bohraninin
tosiri ilo banklarin sorbast vasaitlorinin azalmasi
onlarin not portfelinin do adekvat olaraq azalmasi ilo
miisayiot olunmusdur.

Eyni zamanda Milli Bank hesabat ilindo banklarin
likvidlik ¢atigmazligini nazars alaraq onlarin yenidon
maliyyalogdirmasini aktivlesdirmisdir.

2008-ci il arzinda Milli Bankin banklarla amaliyyat
saldosu (AMB torafindon bank sistemindan calb
edilon likvidlik ilo AMB tarafinden bank sistemina
verilon vasaitlorin hocmi arasindaki farq) 3 dofoya
yaxin azalmig vo dekabr aymnm sonuna 175.6 mln.
manat togkil etmisdir.

Qrafik 18. Milli Bankin banklarla emaliyyat saldosu, mln. manat

Cadval 7. Macburi ehtiyat normasinin dayismasi naticasinda igtisadiyyata verilan likvidlik

Miiayyan olunmus macburi ehtiyat normalari

Daxili ohdsliklara gora

16.10.2008 12% - 9%
01.12.2008 9%-6%
Comi

Tokco macburi ehtiyat normalarinin azaldilmasi
hesabia bank sistemino 2008-ci ildo 346.3 min.
manat hocminds likvidlik dostoyi hayata kegirilmigdir.
Banklara verilon likvidliyin 63%-i xarici valy-
utada olan Ghdoliklora, 37%-i iso milli valyutada
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Bu gostaricinin shamiyyatli agag1 diismasi macburi
ehtiyat normalarmin azaldilmasi vo AMB tarafinden
banklarin daha ¢ox yenidon maliyyologdirilmosilo
slagadardir.

38



Monetary and exchange rate policy

Other parameters of the interest rate corridor were
also altered in order to limit the growth channels of
the aggregate demand together with the potential
effects upon the financial sector by enabling the
credit expansion to move forward at an acceptable
pace. During the same period the reserve requirement
was increased from 10% to 12% while a 5% reserve
requirement was set with respect to external liabilities
in order to influence the cash supply in the economy
and enable the real interest rates to reach a positive
level.

At the same time, the regional restrictions were
lifted with regards to outflow of capital from the
country as an effort to further liberalize the capital
flow regime.

Seeking to mitigate the potential effect of the global

The National Bank also actively used open market
operations in order to regulate the banking system’s
liquidity in 2008. The global financial crisis had
an effect of reducing the banks’ readily available
resources, tugging along their note portfolios down-
ward to an adequate extent as well.

At the same time, the National Bank further
expanded refinancing of banks considering their
liquidity shortfall during the reported year.

During 2008 the balance of the National Bank’s
operations with banks (difference between the liquid-
ity acquired by the NBA from the banking system and
funding provided by the NBA to the banking system)
was reduced by nearly 3 times thus amounting to
AZN175.6 mln by the end of December.

Chart 18. Balance of the National Bank’s operations with banks,

crisis on the economy of Azerbaijan starting from the AZN min
second half of 2008 the National Bank switched to 600,0
‘ ' 505, 6
a softer monetary policy approach.by reducing the 5000 1.1 1630 J65.1
interest rate from 15% down to 8% in three consecu- 4138 o8
tive steps. 400,0 .0 ’
. Ce 335,5 348,2 3305
As a measure to further improve the liquidity situa- 301,8
tion of banks their external liabilities were exempted ***°
from the 5% reserve requirement while the reserve 5 175,6
requirement with respect to internal/domestic liabili-
ties was reduced from 12% to 9% in October and 10:0
further down to 6% on December 1. In the mean-
while, the averaging period for required reserves was . 5 T Z Ot Z %oy 5 5 B
extended from 15 days to 1 month, which enabled s £ 2§ < =2 % ° B £ g £ %
banks to manage their liquidity more effectively. = E = § © § 2
Table 7. Liquidity provided to the economy resulting from modification of the reserve requirement
Reserve requlremenFs identified Liquidity provided fo
D.OII'le.S.tIC Forelgn/.ext.e.rr.lal banks, AZN min
liabilities liabilities
16.10.2008 12% - 9% 5% -0 % 221,7
01.12.2008 9%-6% - 1246
Total 346.3

Only through a reduction of reserve requirements
the banking system received AZN346.3 miIn worth of
liquidity support in 2008. 63% of the liquidity fund-
ing provided to banks was generated by reduction of
reserve requirements with respect to foreign exchange-
denominated liabilities and 37% with respect to the
national currency-denominated liabilities.
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The significant dropdown of this indicator was
associated with the reduction of the reserve require-
ments and the NBA’s expanded refinancing support
to banks.
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I1II. MALIYYO BAZARLARI

3.1. Maliyya bazarlarmin institusional inkisafi

2008-ci ilds beynslxalq maliyye bazarlarinda
likvidlik sixintist vo maliyya aktivlerinin keskin
ucuzlagmast ilo miisahide olunan maliyys bohrani
soraitindo Milli Bank daxili maliyys bazarlarinda
sabitliyi qorumaga c¢alismisdir. Bu moqsadlo daxili
maliyys bazarlarinda likvidliyin cevik tonzimlonmasi
xiisusi digqet markazinda saxlanilmis, maliyye alatlori
arsenalimin ¢evikliyinin ve effektivliyinin artirilmasi,
habelo maliyys bazarlarinin infrastrukturunun
tokmillosdirilmasi istigamotindo miivafiq todbirlor
gorilmiisdiir.

Mioyyenlosdirilon pul ve mozonno siyasati
carcivosindo omsliyyat hadoflorinin reallasmasint
tomin etmok tiglin Milli Bank torafindon maliyys
bazarlarmin biitiin seqmentlsrinds aktiv amsliyyatlar
aparilmigdr.

Dévr arzinda 6lkenin beynslxalq iqtisadi slagalorinin
geniglonmasi vo bunun naticesinde iqtisadiyyatda
xarici valyutaya olan tolob va toklifin artim daxili
valyuta bazarimin hacminds 6ziinii biiruze vermisdir.
Belo ki, 2008-ci ildo daxili valyuta bazarmdaki
omaliyyatlarin hacmi 6ton illo miiqayiseds 2 dofaden
cox artaraq 24,5 mlrd. $-a catmigdir.

2008-ciildepulresurslari bazarinda daamaliyyatlarin
hocminds artim miisahido olunmusdur. Bu bazarin
osas seqmentlori olan Banklararasi Repo bazarinda
omaliyyatlarin hacmi 6ton illo miiqayisads 2 dofaden
cox, Banklararas1 Kredit bazarinda iso amoliyyatlarm
hocmi iso 5 dofodon ¢ox artmisdir. Artim homginin
dovlet qiymatli kagizlar1 ilo aparilan tokrar bazar
omaliyyatlarinda da miisahids olunmusdur.

Beynoalxalq maliyys bazarlarinda miisahide olunan
likvidlik problemlori, xaricdon calb olunan vasaitlorin
vaxtindan ovval geri ¢agirilmast va xarici manbalor
hesabma yenidon maliyyslogsmods yaranan gatinliyi
nozara alaraq pul bazarlarinda yaranan qisamiiddatli
likvidlik catismamazligi Milli Bankin bazar vo ¢argivo
alotlori vasitosilo tonzimlonmisdir.

3.2. Valyuta bazar1 vo mozanna

Dévr arzinde idxal-ixrac emaliyyatlarinin artmasi
vo bank sisteminds artan xarici borclanmaya xidmsat
olunmasi ilo slagedar maliyys sektorunun xarici valy-
utaya tolobi artmigdir. Bundan slave valyuta bazarmin
osas istirakeilarinin bazara etdiyi toklifin hacminda
do ohomiyyatli artim miisahido olunmusdur. Hom
tolob, hom do toklifdo miisahide olunan artim 6ziinii
daxili valyuta bazarmin hacminin artmasinda biiruza
vermisdir.

Qrafik 19. Daxili valyuta bazarinin hacmi
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Ovvalki illards oldugu kimi 2008-ci ildo do daxili
valyuta bazarinda omsliyyatlarn 66%-i bankdaxili
omoliyyatlarin payna dismusdiir.

Dekabr

Qrafik 20. Daxili valyuta bazarinin seqmentlor uzre bolgiisi, %-lo
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Financial markets

[II. FINANCIAL MARKETS

3.1. Institutional development of financial markets

In the global financial crisis environment accompa-
nied with liquidity shortage of international financial
markets and dramatic drop in value of financial assets
in 2008 the National Bank took reasonable efforts to
maintain and preserve the stability of domestic finan-
cial markets. To this end, special focus was placed on
efficient regulation of the domestic financial markets’
liquidity, and a number of measures were taken to
expand the efficiency and effectiveness of the set of
financial instruments as well as to improve the finan-
cial markets in terms of infrastructure.

In order to realize the operating targets of the
defined monetary and exchange rate policy the
National Bank operated actively in all segments of
the financial markets.

The expansion of the country’s international eco-
nomic relations during the reported period and the
resulting growth of the economy’s demand and sup-
ply of foreign exchange showed through the scope
of the domestic currency market. Thus, the domestic
currency market transactions increased by more than
2 times in scope in 2008 thus amounting USD24.5
billion.

The money resources market also expanded in
scope in 2008. The Interbank Repo market transac-
tions and Interbank Credit market transactions, as the
primary segments of the market, increased by more
than 2 times and more than 5 times accordingly.
Growth was also registered in the secondary market
of government securities.

The liquidity problems experienced by the interna-
tional financial markets, early revocation of foreign
funds and difficulties in refinancing from external
sources contributed to development of short-term
liquidity shortfall, which the National Bank addressed
using market and framework instruments.

3.2. Currency market and exchange rate

The financial sector’s foreign exchange require-
ments increased due to expansion of the imports and
exports transactions and the banking system’s grow-
ing external borrowings. Furthermore, the supply to
the currency market by the major actors thereof also
showed a significant growth. The growth registered
in both demand and supply showed through develop-
ment of the domestic market’s scope.

Chart 19. Scope of the domestic currency market
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As in the previous years, intrabank transactions
accounted for 66% of the overall domestic currency
market transactions in 2008.
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Chart 20. Distribution of the domestic currency market by segments, %
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2008-ci ildo Milli Bankin valyuta bazarina xalis
miidaxilo aligyonli olmugdur. Belo ki, hesabat
dovriinds Milli Bankin valyuta bazarina miidaxilosi 2
243,5 min. § olmusdur.

Milli Bankin aligyonlii midaxilolori manatin
mozonnasinin kaskin moéhkomlonmasinin  qargisini
almigdir.

Dévr arzinds manatin ABS dollarina garst rosmi
moazannasi 4,43 qopik, yani 5,24% giiclonarok dévriin
sonuna 0,8010 manat togkil etmisdir. Bivalyuta mex-
anizminin totbiqi ilo olagodar olaraq manatin ABS
dollarma nozeron mazonnesinin glindalik volatilliyi
Gton illardaki ilo miiqayisade ohamiyyatli daracada
artmigdir. Bu onunla olagadardir ki, avro-dollar
mazannasinin doyisimindaki volatillik gisman dollar-
manat mozonnasinin dinamikasinda oks etdirilmisdir.

3.3. Pul resurslari bazari
3.3.1. Qiymatli kagizlar bazar

2008-ci ilda qiymatli kagizlar bazarinin hacmi 6tan
illo miigayisada 2 dofays yaxin artaraq 6 mird. AZN
toskil etmigdir. Bunun 97%-1 dovlot qiymatli kagizlar
bazarinm, 3%-i iso korporativ qiymotli kagizlar
bazarmin payina diisiir.

Qrafik 21. Qiymetle kagizlar bazari
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toskil edon dovlet giymsetli kagizlari Milli Bankin

qusamiiddotli notlarmdan veo Maliyys Nazirliyinin
Dévlat qisamiiddatli istigrazlarmdan (DQI) ibarotdir.
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Qrafik 22. Dovriyyadae olan dévlat qiymatli kagizlart
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2008-ci ilin sonuna dovriyyads olan dovlat qiymatli
kagizlarinin hacmi ilin avvali ilo miiqayisada (406,7
mln. manat) 4 mln. manat vo ya 1% artaraq 410,7 mln.
manat togkil etmisdir.

3.3.1.1. Milli Bankin qisamiiddatli notlari

Ovvalki illorde oldugu kimi 2008-ci ilde do
omoliyyat hadaflerini reallagdirmaq ve pul bazarinin
likvidliyini tonzimlomek moagsadilo Milli Bank
torafindan 4 hoftalik notlarin buraxiligt vo 1 - giinliik
repo va aks repo amoaliyyatlart hayata kecirilmisdir

Hesabat dovrii arzinds 2 530 mln. manat mablaginda
not emissiya olunmus ve bunun 1913 min. manatt vo
ya 76%-i isa horraclara ¢ixarilmigdir. Dovr arzinde
nominal tizra 1 647 min. manat vo ya 86% not
yerlasdirilmisdir. Son harracda notlar tizra orta golirlik
4,74% olmusdur. Bu ragem ilin avvalindsa 10,56%
saviyyasinde olmusdur.

Dévriyyada olan notlarin hacmi ilin avvali ilo
miiqayisads 73,1 mln. manat (repo amaliyyatlart
nozars almmagla) va ya 29% azalaraq dovriin sonuna
180 mln. manat toskil etmisdir.
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In 2008, the National Bank’s net currency market
intervention was purchase-oriented. Thus, during the
reported period the National Bank’s currency market
intervention amounted to USD2243.5 mlin.

The National Bank’s purchase-oriented interven-

tions prevented the Manat from rising in value dra- 400
matically. 350

During the period the Manat’s official exchange 300
rate against the US Dollar rose by 4.43 Copecks, that 5

is 5.24%, thereby equaling AZN0.8010 at the peri-
od-end. Application of the bi-currency mechanism
caused the daily volatility of the Manat’s exchange

rate against the US Dollar grew substantially as 100
opposed to the previous years. This is primarily due
0 Al Y ] Y Al ]

to the fact that the volatility in the Euro/USD rate
fluctuations affected the USD/Manat exchange rate
in part.

3.3. Money market
3.3.1. Securities market

In 2008, the scope of the securities market enhanced
by nearly 2 times against the previous years amount-
ing to AZNG billion. Of this, the government securi-
ties market accounted for 97% and the corporate
securities market for 3%.

Chart 21. Securities market
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The government securities market, which con-
stitutes the core of the domestic securities market,
comprises the National Bank’s short-term notes and
short-term bonds issued by the Ministry of Finance
(GSTB).
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The 2008 year-end government securities outstand-
ing amounted to AZN410.7 mln having increased
by AZN4 mln or 1% against the previous year’s rate
(AZN406.7 mln).

3.3.1.1. Short-term notes of the National Bank

As was the case in the previous years, the National
Bank issued 4 week maturity notes and conducted
overnight repo and counter-repo transactions in order
to realize the operational targets and regulate the
money market’s liquidity situation.

During the reported period AZN2530 mln worth of
notes were issued, of which AZN1913 mln or 76%
were offered through auctions. AZN1647 min worth
of notes, nominally, or 86% of the total issue were
sold during the period. The average yield of notes at
the last auction was 4.74%, while it had made 10.56%
at the beginning of the year.

Notes outstanding (in circulation) increased by
AZN73.1 min (including repo transactions) or 29%
against the previous year thus totaling to AZN180
mil.



Maliyya bazarlart

Qrafik 23. Dovriyyede olan notlarin hagqinda melumat Altr aylq DQI'IQT tizro son horracda orta golirlik
8,96% saviyyasindo miiayyan edilmisdir.
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Dévr arzinda ¢argiva alatlori tizre amoliyyatlarinin
hacmi 6262,6 mln. manattagkil etmisdir. Omoliyyatlarin

: Qrafik 25. Miitegokkil banklararasi kredit bazar1
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Chart 23. Outstanding notes
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Transactions involving framework instruments
amounted to AZN6 262.6 mln during the period,
where repo transactions accounted for AZN6 252.6
mln (99.9%). The period-end interest rate on frame-
work instruments equaled 1% for overnight repo
transactions and 13% for overnight counter-repo
transactions.

3.3.1.2. GSTB of the Ministry of Finance

The GSTB’s issued by the Ministry of Finance
in the form of 3, 6 and 9 months maturity securities
increased by AZN131.4 mln or 1.3 times against the
2008 year-start rate equaling AZN230.6 miln at the
end of the reported period.

Chart 24. Outstanding GSTB’s
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The average yield on the 6 months GTSB’s was set
at 8.96% at the last auction.

3.3.1.3. Secondary market of government securities

The secondary market for government securities
amounted to AZN442 min (395 transactions) during
the period. Of this, 70% involved the National Bank’s
notes and 30% the Finance Ministry’s GSTB’s.

3.3.1.4. Organized Interbank Credit Market (OICM)

In 2008, the OICM demonstrated a substantial
growth as opposed to the previous year. Thus, the
market’s transactions grew by more than 5 times in
scope and by more than 2 times in terms of number
during the period.

Chart 25. Organized interbank credit market
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The OICM’s period-end transactions amounted to
AZN297.5 mln, counting 150 transactions.

3.3.1.5. Organized Interbank Repo Market (OIRM)

As is the case with the OICM, the interbank repo
market also showed growth. During the period, this
market’s transactions nearly doubled in terms of
scope thereby amounting to AZN474.6 mln, while
the transactions doubled in number reaching 309.
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Qrafik 25. Miitesokkil banklararasi repo bazari
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Repo omaliyyatlarinin  463,3 mln. manatliq
(97,6%) hacmi notlarla, 11,3 mln. manatliq hacmi
(2,4%) iso dovlat qisamiiddatli istigrazlari ilo hoyata
kecirilmigdir. Banklararasi repo bazarinda 1 giinlitk
repo amoliyyatlart {izra son golirlik 1,48% toskil
etmisdir.
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Chart 26. Organized interbank repo market
AZN mln

500
309

450 /'

400
350

300 183

250 o

474.6

200
150

100 3‘9/ 253,8
50

0

2006 2007 2008

1 Interbank Repo market — scope of transactions

®  Number of transactions of the repo market

No.
350

300
250
200
150
100

50

0

47

Out of total repo transactions AZN463.3 min
(97.6%) worth of deals involved notes, AZNI11.3
(2.4%) mln worth of transactions involved govern-
ment short-term bonds. The final rate of return/yield
on overnight repo transactions at the interbank repo
market made 1.48%.
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V. VALYUTA EHTIYATLARININ IDARO
OLUNMASI

ABS-nipoteka bazarinda dasinmaz amlak kopiiytiniin
partlanmasi ilo baslanan maliyys bohrani hesabat
dovriinde beynslxalq maliyye bazarlarinda likvidlik
sixintist va maliyye aktivlerinin kaskin ucuzlagmasi ilo
davam etmigdir. Noticodo diinyada bir ne¢o bank va
maliyys institutlari iflasa ugramis, maliyys bazarlarinda
yaranan panika va etimadsizliq naticesinda banklararasi
pul bazarinda aktivlik dofslarle azalmigdir.

Qeyri-stabil global igtisadi seraitds vo asag galirlilik
miihitinds Milli Bankin ehtiyatlart iizro investisiya
siyasatinin prioriteti vesaitlorin qorunub saxlanmasi
olmusdur.

Eyni zamanda, Milli Bankin daxili idarsetma sis-
teminin potensialinin geniglondirilmasini hadafloyan
vo hom investisiya prosesinin tokmillogdirilmasi,
hom do daxili resurslarin kemiyyat vo keyfiyyatco
inkisafim1 nozorde tutan valyuta ehtiyatlarmin idars
edilmasinin modernizasiyast layihosinin totbiqi davam
etdirilmisdir.

Investisiya prosesinin har bir soviyyasinda
baslica istigamot kimi gotiiriilmiis “miiasir portfel
nazeriyyassi’nin totbiginin davami olaraq, ehtiyatlar
cari faaliyyoti tomin edon omsliyyat vo yigim aloti
olan investisiya ehtiyatlarina boliinorek, saxlanma
magsadloring uygun investisiya strategiyalar oasasinda
idars olunmusdur. Idarsetmo strategiyasmnin asas kom-
ponenti kimi valyuta diversifikasiyasi saxlanilmigdir.

Bels ki, pul-mazonns siyasetinin hoyata kegirilmasi
vo Olkodaxili maliyys sabitliyinin tomin olunmast
kimi Milli Bankin prioritet hadoflorine nail olmaq
ticin movcud valyuta rejiminin destoklonmasi vo
valyuta bohranlarina miigavimatin - gostorilmasi
mogqsadilo saxlanilan omoliyyat tranginin valy-
uta strukturu beynslxalq praktikaya osaslanaraq
yuxarida sadalanan magsadlorden irali golon valyuta
kompozisiyasina uygun se¢ilmigdir. Trangm 85%-i
pul-valyuta siyasotinin, xarici ticarstin va olkenin
xarici Ohdoliklorinin dominant valyutast olan ABS
dollarinda, 10%-i Avroda, 5%-i iso Ingiltara funt
sterlinginds saxlanilmigdir.
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Valyuta ehtiyatlarinin global diversifikasiya vasitasila
bir valyutanin deyarinden asililiginin, qlobal sarsintilara
hossashiginin azaldilmasint vo bununla ehtiyatlarin
miitloq dayarinin saxlanilmasini tomin etmok mogsadilo
investisiya tranginin Yapon yeni ¢ixarilmagla SDR
(modifikasiyalasdirilmis SDR) sobatini toskil edon
0.632 ABS dollar1, 0.41 Avro va 0.0903 Ingiltars funt
sterlinginds saxlanilmasi tomin olunmusdur.

Valyuta ehtiyatlarinin idars edilmasinds informasiya
texnologiyalar1 infrastrukturunun va operativ malumat
tochizatinin vacibliyini nozers alarag, beynalxalq
maliyys bazarlariin miitomadi monitoringinin
aparilmasi, maliyys alstlorinin tohlili vo beynalxalq
bazarlarda oqdlorin baglanilmasi magsadilo istifade
olunan Royters (Reuters) vo Blumberq (Bloomberg)
sistemlori ilo interfeyse malik olan on mdasir toloblora
cavab veran portfel idaraetma sisteminin qurasdiriimast
tizra hazirliq isleri tamamlanmisdir.

Milli Bankin daxili idaraetma sisteminin potensialinin
genislondirilmesinin Diinya Bankinin Xozinodarlig
(DBX) torofindon meorkazi banklar {i¢lin yaradilmig
RAMP “Ehtiyatlarin idarsetma vo maslohat programi”
cargivasinda texniki yardimi il dostoklonmasi hesabat
ili arzinda do davam etmisdir.

Bundan alave, Milli Bank aktivlorin idars olunmasimda
ixtisaslagmis beynslxalq maliyys institutlart ils
omokdashga da xiisusi onom vermisdir. 2008-ci ilds
valyuta ehtiyatlarinin idars edilmesinde DBX-dan basqa
xarici menecer gisminda ¢ixig edon JP Morgan vo UBS
banklari ilo smokdasliq davam etdirilmisdir.

Eyni zamanda, Milli Bankin ehtiyatlarinin
idaraedilmasi tigiin yeni kastodian, BNY Mellon Asset
Servicing sirkati secilmisdir.

2008-ci il arzinds Milli Bankin sorencaminda olan
valyuta ehtiyatlarinin hocmi 2 121,7 mln. ABS
dollar1 va ya 52.8% artaraq 6 137 mln. ABS dollar
soviyyasinag ¢atmigdir.

Valyuta aktivlarinin idars edilmasi tizro faiz goliri
166,8 min. ABS dollari, faiz golirliliyi ise 3,22 %
toskil etmisdir.



Management of foreign exchange reserves

IV. MANAGEMENT OF FOREIGN EXCHANGE
RESERVES

The global financial crisis that started out with the
burst of the US mortgage market bubble waded through
the reported period with liquidity squeezes and dramat-
ic drop of value of financial assets across international
financial markets. Consequently, a number of banks
and financial institutions across the globe went bank-
rupt and the interbank money market faced the problem
of rapidly diminishing activity due to the panic and loss
of trust that had hit the financial markets hard.

Struggling with the unstable global economic con-
ditions and low yield rates the National Bank’s invest-
ment priority with respect to the foreign exchange
reserves was simply to preserve and maintain them.

At the same time, the National Bank proceeded with
the implementation of the foreign exchange manage-
ment upgrade project that aims at expanding the internal
management system’s capacities while both improving
the investment process and developing the internal
resources in quantitative and qualitative respects.

Continuing to apply the “modern portfolio theory”
that had been set at the primary objective for each
level of investment process, the reserves were subdi-
vided to investment reserves representing an instru-
ment of operation and recovery that supports the
current activities and were managed along the lines of
investment strategies in accordance with the ultimate
purpose of their maintenance.

Thus, the currency structure of the operational trance
maintained with the purpose of supporting the existing
currency regime and withstanding currency crises was
identified along the lines of the currency composition
deriving from the above described purposes and objec-
tives, all in order to achieve the National Bank’s prior-
ity goals of implementing the monetary and exchange
rate policy and preserving the country’s financial sta-
bility. 85% of the tranche were held in the US Dollar,
the dominating currency of the monetary policy, for-
eign trade and the country’s external obligations, 10%
in Euro, and 5% in British Pounds.
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Seeking to reduce the dependency of the foreign
exchange reserves on a single currency through glo-
bal diversification, minimize their vulnerability to
global shocks and thereby maintain the absolutely
required value of reserves, the investment tranche
was maintained in USD0.632, Euro 0.41 and GBP
0.0903 that constitute the SDR (modified SDR) bas-
ket, excluding the Japanese Yen.

Realizing that the information technology infra-
structure and efficient supply of operative data is
essential for the management of foreign exchange
reserves, preparations were made to install and launch
a state-of-the-art portfolio management system inter-
faced with the Reuters and Bloomberg systems
employed in order to regularly monitor the interna-
tional financial markets, analyze financial instru-
ments and conclude deals at international markets.

The RAMP “Reserve and Advisory Management
Program” established by the World Bank Treasury
(WBT) for central banks continued to support the
development of the National Bank’s internal manage-
ment system capacities through a technical assistance
project during the reported year.

Furthermore, the National Bank placed a special
focus on partnering with international financial insti-
tutions specialized in asset management. In addition
to the WBT, partnership relations were continued
with JP Morgan and UBS bank acting as external
managers of the foreign exchange reserves in 2008.

Also, the National Bank appointed a new custo-
dian for its foreign exchange reserves — BNY Mellon
Asset Servicing.

In 2008, the foreign exchange reserves maintained
by the National Bank reached USD6137 mlIn having
increased by USD2121.7 mln or 52.8%.

The interest income from management of currency
assets amounted to USD166.8 mln, while the interest
yield/rate of return made 3.22%.
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V. BANK SISTEMI VO MALIYYO
SABITLIYI

5.1. Bank sistemi va global maliyys bohrani

2008-ci ildo dinya maliyye bazarlarinda yasanan
béhran xarici investorlarin inkisaf etmokds olan
6lkolorin do maliyya tesisatlarina qarsi miinasibatlorine
tosir etmigdir. Bu da hamginin Azarbaycan banklar
torafindon xarici maliyya bazarlarindan resurslarin colb
etmo sortlorinin sortlosmosinds 6z oksini tapmisdir.

Son iller banklarin aktiv faaliyyati xarici maliyya
axmlart ilo miisyyon deracods dostoklonirdi. 2008-
ci ildo xarici borcalmanin sortlorinin sortlosmasi
yenidonmaliyyelosdirma vo likvidlik risklorinin
artmasma zomin yaratmigdir. Banklar xarici maliyya
bazarlarindan colb edilon Ghdslikleri valyuta, alis,
miiddst vo investorlar tizra diversifikasiya etmislor
ki, bu da onlarmn artan risklorden miisyyon doracado
qorunmasini tomin etmisdir.

2008-ci il arzinda bank sisteminin kredit portfelinda
ciddi monfi doyisikliklor bas vermamisdir. Umumilikda,
global maliyys bohranin tesiri Azarbaycan maliyya
sistemino daha ¢ox psixoloji xarakterli olmus vo
maliyys institutlarim inkisaf strategiyalarmi yenidon
noazerdon kecirmoays sovq etmisdir. Olverissiz xarici
miihito baxmayaraq Azarbaycan bank sistemi reallagan
risklora davamliliq niimayis etmisdir.

Qlobal geyri-sabitlik naticosinde yaranmig risklor
ohomiyyatli doracodo Milli Bankin vaxtinda gordiiyii
preventiv todbirlor vasitasilo  neytrallagdirilmisdir.
Bank sisteminin likvidliyinin qorunmast ilo yanast
Milli Bank kommersiya banklarinin risklorinin moni-
toringini giiclondirmigdir. Prudensial tonzimloms va
nozarat alotlori ilo yanagt Milli Bank rohberliyi bank
ictimaiyyoti ilo xarici borcun &denilmasi, golocak
foaliyyat strategiyasinin miioyyan olunmasi, risklarin
idaraolunmast vo s. masalalorin miizakirasi mogsadilo
miitomadi gortislor kecirmis, banklar ehtiyatli vo
tomkinli davranig modelino dovat olunmusdur.

5.2. Bank sektorunun inkisaf parametrlori
5.2.1. Bank sisteminin kemiyyat gostericilori

Qlobal maliyys bohram soraitinde Milli Bank
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torofindon bank sistemine olan inamin qorunub
saxlanilmasina yonoldilmis ve vaxtli-vaxtinda hayata
kegirilmis qabaqglayic1 todbirlor (qlobal béhranin
ilk morhalasinds) noticesindo 6lkenin bank sistemi
maliyya bohraninin ilkin marhsloasini itkisiz kegmisdir.

Qrafik 27. Osas bank gostericilerinin qeyri-neft
UDM-p nisbati, %
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2008-ci ilde bank sektorunun gostaricilorinds 2007-
ci illo miiqayisodo stabillosma bas verso do, inkisaf
templari yiiksok olaraq qalmigdir.

[l arzindo bank sektorunun aktivleri 52,7% (miiqayiso
tctin 2007-ci ildo -78%), kapital 47,8% (93%),
iqtisadiyyata kreditlor iso 53,5% (98%) artmisdir.
Bank aktivlorinin UDM-o nisbeti ilin ovvalindoki
25,1%-don 27%-5 (qeyri-neft UDM-o miivafiq olaraq
70,5%-don 69,6%-9), kapitalm UDM nisboti 3,8%-
don 3,9%-0 (qeyri-neft UDM-a nisboton 10,6%-don
10,1%-9), iqtisadiyyata kreditlorin UDM-o nisbati
17%-dan 18,4%-0 (qeyri-neft UDM-o nisboton 47,8%-
don 47,4%-0) yiiksolmisdir.

Orta banklarin rolunun artmasi 2008-ci il arzinde
bank sisteminin inkisafini sortlondiran vacib tenden-
siyalardan biri olmusdur (aktivlerin hacmine goéra
6-15 bank). Belo ki, il arzindo bu banklarin sistem
tizra aktivlerdo pay1 21,7%-don 23,7%-9, depozitlords
payt isa 22,9%-don 26,5%-o yiiksolmisdir. Iri
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V. BANKING SYSTEM AND FINANCIAL
STABILITY

5.1. Banking system and global financial crisis

The global financial crisis gripping the world’s
financial markets in 2008 had an effect on foreign
investors’ relations with and attitudes towards the
financial institutions of emerging economies. This,
in turn, affected Azerbaijani banks’ abilities to draw
resources from foreign financial markets.

Active operations of banks in the recent years were
somewhat supported with foreign financial flows. As
the terms and conditions of foreign borrowing grew
more stringent in 2008, the refinancing and liquid-
ity risks also enhanced. Banks tended to diversify
liabilities from foreign financial markets by curren-
cies, purchase, maturity and investors thus managing
to protect themselves against the growing risks to a
certain extent.

In 2008, the banking system’s portfolio did not
experience any serious negative changes. In general,
the effect of the global financial crisis on Azerbaijan’s
financial system was more psychological urging
financial institutions to redefine their development
strategies. Despite of the unfavorable surroundings
Azerbaijan’s banking system demonstrated its ability
to withstand the emerging risks.

The risks spawned by the global unstable situation
were substantially mitigated by the National Bank’s
timely preventive measures. In addition to preserv-
ing the banking system’s liquidity the National Bank
applied more stringent monitoring of commercial
banks’ risks. Along with prudential regulation and
supervisory tools the National Bank’s management
held regular meetings with the banking community to
discuss repayment of external debts, identification of
the future operating strategies, risk management and
other issues, and also invited banks to follow a cau-
tious and conservative behaviour model.

5.2. Development parameters of the bank sector
5.2.1. Quantitative indicators of the banking system

The National Bank managed to complete the first

80

60

40

20

phase of timely preventive measures (in the first
phase of the global financial crisis) aimed at preserv-
ing the public trust in the banking system in a manner
that helped the banking system step out of the first
phase of the crisis without losses.

Chart 27. Banking sector indicators as percentage
of the non-oil GDP, %
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Although the banking sector’s indicators somewhat
stabilized in 2008 as compared to 2007, the pace of
development was not high.

During the year total bank assets increased by
52.7% (for comparison, 78% in 2007), equity by
47.8% (93%) and loans to economic sectors by 53.5%
(98%). The ratio of bank assets to the GDP rose from
the year-start 25.1% to 27% (ratio to non-oil GDP
respectively from 70.5% to 69.6%), ratio of equity to
GDP increased from 3.8% to 3.9% (ratio to non-oil
GDP from 10.6% to 10.1%), loans to economic sec-
tors to GDP rose from 17% to 18.4% (non-oil GDP
from 47.8% to 47.4%).

The enhancing role of mid-sized banks was a major
trend in the banking system’s development in 2008
(6-15 banks in terms of assets). Thus, the share of
such banks in the total bank assets increased from
21.7% to 23.7%, while the share in deposits grew
from 22.9% to 26.5%. Larger banks (top 5 banks in
terms of assets) had their share of total bank assets
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banklarm (aktivlerin hacmina gors ilk 5 bank) sistem
tizro aktivlarde pay1 il orzinda doyiserok 62,7%-9,
depozitlords pay1 isa 67,7%-don 61,6%-0 enmisdir.

Diinya maliyya bohraninin tosirloring baxmayaraq
Azorbaycanin bank sistemindo miilkiyystei vo yeni
investorlarin olavo vosaitlori hesabina il orzindo
xarici sormayolorin hacminds 57% artim olmus va
01.01.2009-cu il tarixine 159 miln. manat (bu da
bank sisteminin mocmu nizamnama kapitalinmn 16%-
i) toskil etmisdir. Miilkiyyatgilorin saymin dayismasi
naticasinds xarici kapitalli banklarin sirasma daha {i¢
bank daxil olmusdur. Yeni sohmdarlar Conubi Kipr,
RF, Bohreyn kimi olkslori tomsil edir vo onlardan
3-niin iri sohmdar olmagini nozars alaraq, investorlarin
uzunmilddatli planlarinin olmasi barads fikir sgylomok
olar. Bunun naticosindo  xarici kapitalli banklarm
say1 artaraq 23-0 catmigdir (ilin avvolino 21 bank).
01.01.2009-cu il tarixo bank sisteminin aktivlorinda
xarici kapitaln istirak payr 29,9% (ilin avvalindo
28,5%), depozitlorda isa 26,6%-a (ilin avvealinda
24,1%) catmigdir.

2008-ci ilin sonuna Azorbaycanda xarici banklarin 4
niimayondsliyi (Latviya, Fransa, Almaniya va Tiirkiya)
foaliyyot gostorir. Onlardan biri faaliyyats 2008-ci
ildo baslamigdir.

[l arzinde bank faaliyyatini hayata kegirmoak {igiin 2
yeni bank lisenziya alds etmis (yeni agilmig banklarin
biri regionda foaliyyot gostorir) veo belsliklo foaliyyat
gostoran banklarin say1 46-ya ¢atmisdir.

Banklarin struktur sobakesinin  genislonmasi,
maliyys xidmotlorine ¢ixis imkanlarmin artiriimasi
prosesi davam etmisdir. Belo ki, bank filiallarin
say1 485-don 567-9, s6bolorin say1 iso 94-dan 99-o
yiiksalmisdir. Yeni agilmis 119 bank va geyri-bank

kredit togkilatlarinin filial vo sobalorin 46%-i region-
larda faaliyyat gostarirlar.

Noticods, bank xidmatlorinin komiyyatco artmast
va onlarin keyfiyyatinin daha da yaxsilasmasi region-
larda da miisahido olunmusdur. 2008-ci ilin avvaline
6lko ohalisinin hor 100.000 noforine 9,1 maliyya
tosisat1 xidmat edirdiso ilin sonuna bu gostorici 10,1-a
catmgdir.

Qrafik 28. Depozitlarin strukturu
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Banki” Sohmdar Kommersiya Bankinin vo “Kapital

Qrafik 29. Bank sektorunun 6hdeliklerinin strukturu (fimumi 6hdeliklore %-1o)
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reduced to 62.7% and share of total deposits from
67.7% down to 61.6%.

Despite of the global financial crisis, foreign invest-
ments in Azerbaijan’s banking system financed by
additional injections from owners and new investors
increased by 57% thus totaling to AZN159 mln as of
01.01.2009 (which equals 16% of the total bank equity).
Resulting from a change in the number of owners, three
more banks with foreign capital entered the market.
New shareholders represent countries like the Southern
Cyprus, RF, Bahrain and considering that 3 of them are
large stockholders, the investors apparently have plans
for a long-term presence. As a result, the number of
banks with foreign capital increased to 23 (21 bank at
the beginning of the year). Foreign capital accounted for
29.9% of the total bank assets as of 01.01.2009 (28.5%
at the beginning of the year) and for 26.6% of the total
deposits (24.1% at the beginning of the year).

As of the end of 2008, there are 4 representative
offices of foreign banks (Latvia, France, Germany
and Turkey) operating in Azerbaijan, one of which
opened for business in 2008.

2 new banks were licensed during the year (one
of the newly established banks operates in a region),
whereby the total number of banks in operation
reached 46.

Banks continued to expand their structural net-
works and improve customer access to financial serv-
ices. Thus, the number of bank branch offices went
up from 485 to 567 and divisions from 94 to 99. 46%
of the newly opened 119 banks and non-bank branch
offices and divisions operate in the regions.

As aresult, the regions also had their share of expe-
riencing both quantitative and qualitative changes in

banking services. While there were 9.1 financial insti-
tution serving every 100.000 people earlier in 2008,
at the year-end this indicator reached 10.1.

Chart 28. Structure of deposits
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Significant works continued in 2008 to ensure insti-
tutional development of the banking system. Pursuant
to the Presidential Decree of March 1, 2005 “On
additional measures to further expand the reforms in
the financial and banking system of the Republic of
Azerbaijan”, activities were continued to privatize the
Joint-Stock Commercial Bank “International Bank
of Azerbaijan” and Joint-Stock Company “Kapital
Bank”. JSC “Kapital Bank” was completely priva-
tized in 2008.

Chart 29. Structure of the banking sector’s liabilities (percentage of total liabilities,%)
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Bank” A¢iq Sohmdar Comiyyatinin 6zallogdirilmoasi
istigamoatinds todbirlor davam etdirilmisdir. 2008-ci
ildo “Kapital Bank” ASC-nin 6zsllogdirilmosi tam
basa catdirilmigdir.

5.2.2. Bank sisteminin 6hdaliklori

2008-ci ilda banklarin 6hdaliklori 2941 mln. manat
va ya 52,3% artaraq 8568,6 mln. manata ¢atmisdir.

Ononovi olaraq hesabat ilinds do banklarin
resurs bazasinin formalagmasinda qeyri-maliyya
toskilatlarmdan calb olunmus vasaitlarin pay1 yiliksok
olmusdur. Qeyri-maliyys taskilatlardan calb olunmus
vosaitlorin artim tempi 2008-ci ildo azalaraq 36,6%
toskil etmisdir.

2008-ci il arzindas fiziki soxslorin amanatlori 29,6%
artaraq 1903,7 mln. manata yiiksolmisdir. Hiiquqi
soxslarin depozitlari (kredit togkilatlar1 olmayan)
2008-ci il arzindo 42% artmis vo ilin sonuna 2444,8
mln. manat tagkil etmisdir.

Il orzindo miisterilorden colb olunmus vosaitlor
bank sektorunun ohdsliklorinin artiminin 21%-ni
tomin etmislar .

Ohalinin manatla amanatlarin artim tempi (53,1%)
xarici valyutada oamanatlorin artim tempini (9,6%)
tistolomisdir. 2008-ci ilin iyun ayinda ilk dafa olaraq
ohalinin manatda olan omanatlorinin hacmi xarici
valyutada olan omanotlori iistolomisdir. Noticoda
manatla oamanatlorin comi amanatlorda xiisusi ¢okisi
46,1%-don 54,4%-dok yiiksalmisdir.

2007-ci ilin avqust aymndan faaliyyato baslamig
Omanotlorin ~ Sigortalanmast  Fondu  2008-ci
ildo foaliyyatini daha da genislondirmisdir. Fond

torofindon sigortalanan omanotlor {izra kompen-
sasiya mablogi 2008-ci ildo 4000 manatdan 6000
manata qaldirilmigdir. Kompensasiya mablaglorinin
artirtlmasi fiziki soxslordan calb olunan amanatlorin
hocminin artmasi ilo miisayiat olunmusdur ki, bu da
kredit resurslarinin artimina miisbat tosir gostormisdir.

Miistorilorin ~ vasaitlorinin - hocminin  artmasi
ilo yanasi colb olunmus resurslarin strukturunda
miiddatli resurslarin paymin yiiksalmosi tendensiyast
davam etmisdir. I orzindo miiddatli depozitlarin pay1
62%-don 64%-a yiiksolmisdir.

Il orzindo maliyyo institutlarindan colb edilmis
vosaitlorin  hocmi  (digor banklarin  kreditlari,
depozitlori vo digor vosaitlori) 2 dofo artaraq 1
yanvar 2009-cu il tarixino 3,1 mlrd. manat taskil
etmisdir. Bu vasaitlor bank 6hdoaliklorinin 37%-ni
toskil edir (1 yanvar 2008-ci il tarixina 28%). Artim
geyri-rezident banklardan colb olunmus vasaitlarin
hocminin 2 dofaden do artiq ¢oxalmasi ila baghdir.
1l arzinda banklarm xarici borclar 2,1 mlrd. manata
catmigdir. Daxili banklararasi bazardan calb olunmus
vosaitlorin banklarin 6hdsliklorindoki payr demok
olar ki, doyismomisdir (5,2%).

5.2.3. Bank sisteminin aktivlorinin strukturu

Hesabat dovrii orzindo bank sektorunun aktivlori
3547,9 mln. manat vo ya 52,7% artaraq 1 yanvar
2009-cu il tarixino 10273,5 mln. manat saviyyasina
catmusdir.

Ovvalki illarda oldugu kimi, hesabat dovrii arzinda
do banklarin kredit omoliyyatlarimin miqyasinin
genislonmaosi bank aktivlorinin artmasinin osas faktoru

Qrafik 30. Bank sisteminin aktivlerinin strukturu, %-lo
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5.2.2. Liabilities of the banking system

In 2008, the total bank liabilities reached
AZN8568.6 mIn having increased by AZN2941 min
or 52.3%.

In the reported year, funds drawn from non-finan-
cial institutions traditionally had a large share in the
set up of the banks’ resource base. The growth rate
of funding from non-financial institutions reduced to
36.6% in 2008.

In 2008, individual deposits increased by 29.6%
to AZN1903.7 min. Corporate deposits (other than
credit institutions) increased by 42% during 2008 to
AZN2444.8 mln at the year-end.

Customer resources drawn during the year con-
tributed 21% to the growth of the banking sector’s
liabilities.

The individual Manat-denominated deposits had a
growth rate (53.1%) that surpassed that of the foreign
exchange-denominated deposits (9.6%). Individual
Manat deposits surpassed the foreign exchange-
denominated deposits for the first time in June, 2008.
As a result, Manat deposits rose from 46.1% as a
share of total deposits up to 54.4%.

The Deposit Insurance Fund that started operating
in August 2007 further expanded its operations in
2008. The compensation on the Fund-covered depos-
its was increased from AZN4000 to AZN6000 in
2008. The increase of the insurable amount entailed
an increase in the deposits, which, in turn, had a posi-
tive effect on credit resources.

In addition to the increasing volume of customer
resources, term resources also tended to increase
their contribution to the overall structure of

attracted funding. During the year term deposits rose
from 62% to 64%.

During the year funds attracted from financial
institutions (loans, deposits and other resources from
other banks) doubled thus totaling to AZN3.1 bil as
of January 1, 2009. These funds amount to 37% of
the total bank liabilities (28% as of January 1, 2008).
This increase is associated with the more than double
expansion of funds attracted from non-resident banks.
Banks’ external borrowings reached AZN2.1 bil dur-
ing the year. The domestic interbank market’s share
in the total bank liabilities remained practically flat
during the year (5.2%).

5.2.3. Structure of bank assets

During the reported period the total bank assets
increased by AZN3547.9 miln or 52.7% totaling to
AZN10273.5 mln as of January 1, 2009.

As in the previous years, the increasing scale of
lending transactions of banks was the main con-
tributor to the growth of bank assets. Yet, the current
global conditions did have an effect on the lending
activity in the country.

In 2008, loans to the non-financial sector increased
by AZN2434.7 mln or 53.5% to AZN6988.4 min.

Short-term loans to customers increased by 39.2%
while long-term loans by 60.8%. As a result, long-
term loans increased from 65.6% to 68.7% as a
percentage of the total loan portfolio against the year-
start, which is primarily associated with the banks’
growing inclination towards investment project
financing. During the year 51% of the loans were
Manat-denominated facilities.

Chart 30. Structure of the banking sector’s assets, %
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olmugdur. Bununla belo diinya bazarlarinda olan
tmumi voziyyot 6lkads kredit aktivliyine miisyyen
tosir gostormigdir.

2008-ci ildo geyri-maliyya sektoruna verilmis
kreditlorin hacmi 6ten illo miiqayisada 2434,7 min.
manat vo ya 53,5% artaraq 6988,4 min. manat
saviyyasinadok catmisdir.

Miistarilora verilon qisamiiddatli kreditlor 39,2%
artdig1 halda, uzunmiiddatli kreditlar 60,8% artmugdir.
Noticada, uzunmiiddatli kreditlorin timumi kredit
portfelinda xiisusi ¢okisi ilin avvalina nisbaton 65,6%-
don 68,7%-9 yiiksalmisdir ki, bu da banklarin daha
cox investisiya xarakterli layihalori maliyyslosdirmosi
tendensiyasnin davam etmosi ilo olagadardir. il
arzinda kreditlarin 51%-i manatla verilmisdir .

Qrafik 31. Kreditlerin valyuta strukturu
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2008-ci ilda timumi kredit artimin ¥ hissasi hiiquqi
soxslarin kreditlorinin payina diisiir. Hiiquqi saxslara
verilmis kreditlarin hacmi 60% artaraq 01.01.2009-
cu il tarixo 4812,6 min. manat (limumi kreditlorin
68,9%-1) toskil etmisdir.

i1 orzindo kreditlor kond tasorriifatma vo emal sek-
toruna 33,6%, sonaye va istehsala 38,8%, ticarat va
xidmot sektoruna 60,1% artmisdir. Ticarat vo xidmot
sektoruna kreditlor 1 yanvar 2009-cu il tarixina
1910,4 mln. manat togkil etmisdir ki, bu da comi
kredit qoyuluslarmin 27,3%-ni toskil edir.

Qrafik 32. Ev toserriifatlarina kreditlorin dinamikasi
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Fiziki soxslora verilmis kreditlor 40,8% artaraq
comi kredit qoyuluslarinin 31%-na ¢atmigdir. (2008-
ci ilin avvaline bu kreditlorin pay1 34% taskil edirdi
va 2007-ci il arzinds 37%-dok atmigdi).

2008-ci ildo ipoteka kreditlori tizro artim tempi
toxminon 2007-ci ildeki artim tempi ilo eyni
soviyyado olmusdur. Biitiin nov borcalanlar tizra
ipoteka kreditlosmasi 2,7 dofadon ¢ox artmigdir va
1 yanvar 2009-cu il tarixinds 707,8 mln. manat va
ya comi kreditlorin 10%-ni togkil etmisdir (2008-ci
ilin avvalina bu kreditlorin pay1 toxminan 6% toskil
edirdi).

1 yanvar 2009-cu il tarixino banklar torafindon
oldo olunmus qiymaetli kagizlarin comi mablogi
1.8 dofo artaraq 747,6 mln. manat toskil etmisdir.
Qiymatli kagizlarin imumi hacminds dovlat giymatli
kagizlarinin xtisusi ¢okisi 1 yanvar 2009-cu il
tarixina 39,2%-9 godor azalmisdir (1 yanvar 2008-
ci il tarixina 70,2%). Banklarin korporativ qiymatli
kagizlara vesait qoyuluslari 3,6 dofo artmis vo 2008-
ci ilin sonuna 453,6 mln. manat, o ciimlodon xarici
sirkatlorin borc 6hdoliklori 434,1 mln. manat togkil
etmisdir.

Aktivlerin diger maddslorine goldikds golir
gotirmayan nagd vo miixbir hesablardaki vesaitlorin
aktivlerdoki payr demok olar ki, deyismamis va ilin
sonuna 14% toskil etmisdir.
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Legal entities accounted for % of the overall credit
growth in 2008. Loans to legal entities increased by
60% to AZN4812.6 min (68.9% of total loans) as of
01.01.2009.

During the year, loans to the agricultural and
processing sector increased by 33.6%, to industry
and production by 38.8%, and to trade and serv-
ices by 60.1%. Loans to the trade and services sector
amounted to AZN1910.4 min as of January 1, 2009,
which represents 27.3% of the total loans.

Chart 31. Currency breakdown of loans
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Loans to individuals increased by 40.8% to 31% of
the total loans. (Earlier in 2008 such loans had a share
of 34%, and increased up to 37% in 2007).

The growth rate of mortgage loans in 2008 was
basically the same as in 2007. Mortgage lending to
all kinds of borrowers increased by over 2.7 times
thus amounting to AZN707.8 mln or 10% of the total
loans as of January 1, 2009 (such loans amounted to
approximately 6% of the total loans as of the begin-
ning of 2008).

Chart 32. Development path of loans to households
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Securities acquired by banks increased by 1.8 times
as of January 1, 2009 thus totaling to AZN747.6 mln.
Government securities decreased to 39.2% as per-
centage of the total securities as of January 1, 2009
(70.2% as of January 1, 2008). Banks’ investments
in corporate securities increased by 3.6 times total-
ing to AZN453.6 mln by the end of 2008, whereas
debt obligations of foreign companies amounted to
AZN434.1 mln.

As far as other asset items are concerned, non-
income generating cash and correspondent account
balances basically remained unchanged as percent-
age of the total assets amounting to 14% of the total
assets.
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Cadval 8. Kreditlarin saha strukturu

01.01.2008 01.01.2009 artim
mln. payl, mln. payl, mln. % lo

man. %-lo man. %-la man. ’
Ticarat vo xidmat 1193,6 26,2 1910,3 273 716,9 60,1,
Ev tsssnﬂfatlgnna o 1545,7 33,9 21758 31,1 630,2 40,8
gzlrergetlka, kimya va tabii ehtiya- 302,0 6.6 $55.7 122 553,7 1833
Kand tosarriifat1 va emal 191,1 42 2554 3,7 64,3 33,6
Insaat vo amlak 312,2 6,9 461,3 6,6 149,0 4777
Sonaye va istehsal 307,9 6,8 4273 6,1 1194 38,8
Nogliyyat vo rabito 469,6 10,3 669,1 9,6 199.5 425
Digor verilmis kreditlor 231,5 5,1 2333 3,3 1,8 0,8

Banklararas1 toloblorin hocmi (kreditlor vo
depozitlar) 2008-ci il orzinda 44,3% artmis va 2008-
ci ilin sonuna 414,8 mln. manat toskil etmisdir.
Banklararas1 taloblorin artimi daxili banklararasi
bazarda yerlosdirilmis kreditlorin artimi, habelo qey-
ri-rezident banklarda depozitlorin  yerlosdirilmosi
ilo olagodardir.

5.2.4. Bank sektorunun kapitalt
Bank sektorunun kapitallasma prosesi hesabat

dovriindo do davam etmisdir. Il orzindo banklarin
kapital1 482,6 mln. manat vo ya 47,8% artaraq

1491,7 mln. manata ¢atmisdir (2007-ci ildo miivafiq
olaraq 485 mln. manat, 92,6% vo 1009,1 mln. manat).

Banklarin mocmu kapitalinin arttimi 1 dorocali
kapitalin yiiksolmosi hesabina bag vermisdir. Belo ki,
I daracali kapital 336,5 mln. manat (44,6%) artaraq
1091,8 mln. manat toskil etmisdir ki, bu da mocmu
kapitalin  69,7% artimim1 togkil edir. 2008-ci ilda
banklarin mocmu nizamnamo kapitali 949,7 mln.
manati {istalamis vo ya 37,7% artmisdur.

II doracali kapital 2008-ci il arzindo 143,6 mlin.
manat (vo ya 47%) artaraq 449 mln. manat toskil
etmisdir. II dorocoli kapitalin strukturunda azalma
(15,8%-don 11,4%-0) banklar torafinden gotiiriilmiis

Cadval 9. Bank sektorunun kapital gostoricilori

I daracali capital
Nizamnamo kapitalt

Sehmloarin emissiyasindan amala
galon alava vasait

Boliisdiiriilmamis xalis manfaat

IT daracali capital

Cari ilin manfoat

Umumi ehtiyatlar

Kapitalin diger vasaitlari

Macmu kapitaldan tutulmalar
Tutulmalardan sonra mocmu kapital

38

01.01.2008 01.01.2009

mln. xﬁsps.i mln. xﬁsy§i
manat cokisi, manat cokisi,
%-la %-la

755,3 74,8 1091,8 73,2
689.5 68,3 949,7 63,7
20,3 2,0 32,3 2,2
59,6 59 125,2 8,4
305,4 30,1 4490 30,1
132,8 13,1 192,1 12,9
63 6,2 93,9 0,3
159,3 15,8 169,7 11,4
494 49 48,7 33
1009,1 100,0 1491,7 100,0
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Table 8. Loans by sector

01.01.2008 01.01.2009 Increase

AZN percen- AZN percen- AZN percen-

mln tage min tage mln tage

Trade and services 1193,6 26,2 1910,3 27,3 716,9 60,1,

Households 1545,7 339 2175,8 31,1 630,2 40,8

Energy, chemistry and natural 302,0 66 8557 22 5837 1833
resources

Agriculture and processing 191,1 42 2554 3,7 64,3 33,6

Construction and property 312,2 6,9 461,3 6,6 149,0 47,7

Industry and production 307,9 0,8 4273 6,1 1194 38,8

Transport and communications 469,6 10,3 069,1 9,6 199,5 42,5

Other loans granted 231,5 5,1 2333 3,3 1.8 0,8

Interbank claims (loans and deposits) increased by
44 3% during 2008 amounting to AZN414.8 mln as
of the end of 2008. The interbank claims expanded
because of the growth in the domestic interbank
loans as well as increased deposits with non-resident
banks.

5.2.4. Capital of the bank sector
The bank sector continued to capitalize during

the reported period. During the year bank capital
increased by AZN482.6 mln or 47.8% to AZN1491.7

min (AZN485 mln, 92.6% and AZN1009.1 mln in
2007).

The banks’ total capital increased due to the growth
of the Tier I capital. Thus, Tier I capital increased by
AZN336.5 min (44.6%) to AZN1091.8 mln, which
makes 69.7% of the total capital. The total regulatory
(paid-in) capital of banks exceeded AZN949.7 mln or
increased over 37.7%.

Table 9. Capital indicators of the banking sector

Tier I capital
Paid-in capital

Surplus

Net undistributed profit

Tier I capital

Profits from the current yea
General reserves

Other capital funds

Deductions from the total capital
Total capital after deductions

01.01.2008 01.01.2009

AZN mln percentage  AZN min percentage
7553 74,8 1091,8 73,2
689,5 68,3 949,7 63,7
20,3 2,0 323 22
59,6 59 125,2 8,4
305,4 30,1 449,0 30,1
132,8 13,1 192,1 12,9
63 6,2 93,9 6,3
159,3 15,8 169,7 11,4
49,4 4,9 48,7 33
1009,1 100,0 1491,7 100,0
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2008
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2006

borclar {izra Gdoniglorin hoyata kegirilmasi ilo
bagli olmusdur. Milli Bank torafinden aktivlerin
tosniflogdirilmosi {izra ehtiyat normalarinin artirilmast
tadbirlori imumi ehtiyatlarin artimini sartlondirmisdir.

2008-ci ildo bank sektorunun kapital bazasinin
artimina iri banklar miithiim t6hfo vermislor. Aktivlar
tizra on iri 10 bankin kapitali 2008-ci il arzinds 70%-
don artiq artaraq 454 mln. manat togkil etmisdir.

Banklarin kapitallagsmas1 prosesinin daha da
stiratlondirmok magsadi ilo 2009-cu ildon baglayaraq
ganunvericiliys banklarin kapitallagmaya yonalik
monfaatin  vergitutmadan azad olunmasma dair
miivafiq deyisiklik edilmisdir.

5.2.5. Bank sektorunun faaliyyotinin maliyyo
noticolori

2008-ci ildo banklarin slds etdiklori monfast (vergi
Gdonilenadak) 246 mln. manat togkil etmisdir ki, bu
da 2007-ci ilda olds olunan manfastle miiqayisada
42.9% c¢oxdur. Miivafiq olaraq vergi 6donildikdan
sonra xalis manfast 184,7 mln. manat (va ya 43%)
artmigdr.

Banklarin 82,2%-1 192,1 mln. manatliq manfaatla,
17,8% isa 7,4 mln. manatliq zararla 2008-ci ili basa
vurmuslar. 01.01.2009-cu il tarixa zeororlo isloyen
banklarin timumi bank sisteminin aktivlarinds xiisusi
cokisi 2,6% toskil etmisdir.

Qrafik 33. Manfestin strukturu, mln. manat
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Banklarin kredit omoliyyatlarinin hocminin artmasi
vo faiz daracalorinds bazi dayisikliklor il srzinds slda
olunan faiz golirlorinin artmasini sartlondirmisdir.
Noticoda 2008-ci ilda faiz golirlorinin orta aktivlords
xtisusi ¢akisi 11,4% (miiqayisa tigtin 2007-ci ilde —
10,9%) olmusgdur. 2007-ci ilds biitin faiz golirlorinin
tmumi golirlords xiisusi ¢okisi 72% toskil etdiyi
halda 2008-ci ilda bu gostarici 77%-a yiiksalmisdir.

Faiz xorclorinin strukturunda banklararasi resurs-
lar vo digor maliyya toskilatlarmin vesaitlori iizra
6donilon faizlorin payr artmisdir (37,2%-don 43,9%-
dok). Eyni zamanda, fiziki va hiiquqi sexslorin
depozitlori tizro odonilon faizlorin payr azalmigdir
(58,8%-don 53,2%-dok). 2007-ci ildo biitiin faiz
xarclorinin iimumi xarclords xiisusi ¢okisi 50% toskil
etdiyi halda, 2008-ci ildo bu gosterici 55,3%-2
yiiksalmisdir.

2007-ci illa miiqayisada 2008-ci ildo xalis faiz
monfaati 72% artaraq 532,7 mln. manat toskil
etmigdir.

Valyuta mozonnosinin volatilliyi banklar1 xarici
valyutada aparilan omoliyyatlarin sayini artirmaga
sovq etmisdir. Noticodo miivafiq emoliyyatlar {izra
golirlorin  artmasi  miisahido  olunmugdur. 2008-
ci il orzindo banklarin xarici valyuta ilo apardigi
omoliyyatlarin hacmi 53,4% artaraq 106,2 min.
manat togkil etmisdir. Bununla belo xarici valyuta
ilo aparilan amaliyyatlardan oldo olunmus golirlorin
tmumi golirlorde xiisusi ¢okisi bir qoder azalmig
va 8,2% toskil etmisdir.

Aktivlor tizro mimkiin zoror iizra ehtiyatlarin
yaradilmasina ayirmalarin hacminin orta aktivlore
nisboti 2008-ci il orzindo 1,9%-don 2,5%-dok
yiiksolmigdir. Bu asason global maliyya bohraninin
tosirini azaltmaq tgiin kreditlorin tasniflasdirilmasi
va ehtiyat normativlari izra sartlogdirma tadbirlorinin
hoyata kegirilmasila alagadardir.

Bank sektorunun aktivlorinin golirliliyi (vergi
6donilonadok xalis monfaotin orta aktivlore nisboti
kimi hesablanmig) 2008-ci ilda 2,9% (2007-ci ilda
3,5%), kapitalin golirliliyi (vergi odonilonadok xalis
monfastin orta kapitala nisbati kimi hesablanmus)
22,6% (2007-ci il tigtin 23,5%) toskil etmigdir.

5.3. Bank sektorunun sabitliyi
5.3.1. Kreditlorin keyfiyyati vo kredit riski

2008-ci ildo Milli Bank torofindon yirtidiilmiis
siyasat beynalxalq maliyys bazarlarindaki disbalansin
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Tier II capital increased by AZN143.6 min (or
47%) during 2008 to AZN449 min. A reduction in
the Tier II capital structure (from 15.8% to 11.4%)
derived from payments against debts by banks. The
National Bank’s measures to increase the reserve
requirements with respect to asset classification
caused the general reserves to increase.

Large-sized banks provided a big input to the
growth of the banking sector’s capital in 2008.
Capital of the top 10 banks in terms of assets
increased by over 70% during 2008 to AZN454 mil.

In order to put the bank capitalization process to on
a faster track the existing laws were amended with a
view to exempting the profits used for capitalization
from taxes starting from 2009.

5.2.5. Financial performance of the banking sector

Profits earned by banks in 2008 (before taxes)
amounted to AZN246 mln, which exceeds the year
2007 profits by 42.9%. Accordingly, net profits after
taxes increased by AZN184.7 mln (or 43%).

82.2% of banks completed the year of 2008 with
profits of AZN192.1 mln, while 17.8% of banks
with losses of AZN7.4 min. Banks that arrived at
01.01.2009 with losses accounted for 2.6% of the
total bank assets.

The increased lending transactions of banks and
some changes in interest rates drove the interest

Chart 33. Structure of profits, AZN mln
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income up during the year. As a result, interest
income made as much as 11.4% of the average assets
in 2008 (for comparison, the same figure in 2007 was
10.9%) While in 2007 total interest income amounted
to 72% of the total income, this figure went up to 77%
in 2008.

Interest paid on interbank resources and funds
of other financial institutions increased their share
within the interest expenses (from 37.2% to 43.9%).
At the same time, interest paid on individual and
corporate deposits declined (from 58.8% to 53.2%).
While in 2007 total interest expenses amounted to
50% of the total expenses, this figure went up to
55.3% in 2008.

As compared to 2007, net interest profits in 2008
increased by 72% to AZN532.7 min.

The volatility of the currency exchange rate
expanded the number of foreign exchange transac-
tions carried out by banks. As a result, the relevant
transactions generated higher revenues. During 2008
foreign exchange transactions increased by 53.4% to
AZN106.2 min. At the same time, income generated
by foreign exchange transactions reduced as percent-
age of the total income to 8.2% overall.

Possible asset loss provisioning increased from
1.9% to 2.5% as a ratio to the average assets during
2008. This was primarily driven by a set of measures
designed to make the loan classification and reserve
requirements more stringent in order to mitigate the
effect of the global financial crisis.

Return on assets of the banking sector (calculated
as a ratio of net profits before taxes to average assets)
made 2.9% in 2008 (3.5% in 2007), while return
on equity (calculated as a ratio of net profits before
taxes to average equity) amounted to 22.6% (23.5%
in 2007).

5.3. Stability of the banking sector
5.3.1. Quality of loans and credit risk

The policy pursued by the National Bank in 2008
allowed from keeping the banking system’s assets
harmless from the negative impact of the disbal-
ance at the international financial market. During the
reported period, the banks” loan portfolio increased
in scope in addition to continuing to improve in terms
of quality.
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bank sisteminin aktivlerine monfi tesirinden
qorunmaga imkan vermisdir. Hesabat dovrii arzinda
banklarin kredit portfelinin hocminin artmasi ilo
yanasi onun keyfiyyat gostaricilorinin yaxsilagmasi
tendensiyasi davam etmisdir.

Qrafik 34. Kredit portfelinin keyfiyyati, %-la

85

2004 2005 2006 2007 2008
I Standart m Qeyri-standart

Aktivlorin tosniflogdirilmasino dair prosedurlarin
sartlogdirilmasi kreditlorin keyfiyyot gostoricisinin
yiiksolmoasino  gotirib ¢ixarmisdir.  Umumilikdo,
aktivlorin  tosniflosdirilmosi  tizro  talablorin
sortlogdirilmosinin moqsedi  girov tominati {izro
toloblorin sortlogdirilmasi olmusdur.

Miimkiin kredit itkilorinin aradan qaldirilmasi
tictin ehtiyatlandirma normalarimin artirilmasi hayata
kegirilmigdir. 1 yanvar 2009-cu il tarixine kreditlor
tizro miimk{in zorarlarin Grtiilmasi tiglin vasait kredit
portfelinin 6,2%-ni toskil etmigdir (1 yanvar 2008-ci
il -5,7%).

Qeyri-islok kreditlor {izro yaradilmig ehtiyatlarin
artim tempi bu nov kreditlorin artim tempini
tistolomisdir. Banklarda formalasdirilmig ehtiyatlarin
qgeyri-iglok kreditlora nisbati isa 74%-o ¢atmisdir. Bu
da bu nov kreditlerin yaradilmis ehtiyatlarla adekvat
Ortiilmasing imkan yaradir. Vaxti kegmis kreditlarin
timumi kreditlordo xtisusi ¢okisi 01.01.2009-cu il
tarixine cami 2,2% toskil etmisdir.

5.3.2. Likvidlik

2008-ci ildo bank sisteminds likvidlik gostaricilori
yetorli saviyyada olmusdur. 11 arzinde comi aktivlarda
likvid aktivlorin pay1 18,9%-don 16,7%-0 enmisdir.
Buna baxmayaraq likvidlik gostoricilori kifayat
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godar yiiksok saviyyads qalmigdir. 01.01.2009-cu
il tarixo bank sektorunun likvid aktivlori 1,7 mird.
manat toskil edir. Bu maoblog xarici ohdoliklorin
77%-ni, ohalinin amanatlorinin taxminon 90%-ni,
banklarin cari dhdoliklorinin iso 74%-ni baglamaga
imkan verir. Bank sektoru tizra ani likvidlik (tolab
olunanadok aktivlorin tolob olunanadok passivlarlo
vaxtl kegmis passivlorin comina olan nisbati) norma-
tivi Milli Bank tarafindon miioyyon olunmug minimal
haddan shamiyyatli deracads yiiksak (73%) olmusdur
(her bir bank tigtin normativ tizra talob 30% hoddinda
miisyyan olunub).

Banklar tarafindan aktiv vo passivlarin vaxt struk-
turunun optimallasdirilmasi va miiddat tizre aktiv va
passivler arasinda forqin azaldilmasi bank sisteminda
likvidlik riskinin yumsalmasina tesir gostormisdir.
01.01.2009-cu il tarixo 6doma miiddati 1 ildon artiq
olan passivlarin xtisusi ¢okisi 33,4% taskil etmisdir.

5.4. Bank sisteminds institusional meyllor va isla-
hatlar

Maliyyas-bank xidmatlorina ¢ix1s imkanlarmin
genislondirilmasi 2008-ci ilda do asas prioritetlordan
olmugdur. 2008-ci ildo 2 yeni banka lisenziya,
homginin, 1 xarici banka yerli niimayandslik agmagq
tiglin icazo verilmasi, 90 bank filiali vo 16 bank
sobosinin acilmasi, habelo banklarin bankomat va
pos-terminal sobokosinin ohamiyyatli doaracads
genislonmasi iqtisadi subyektlorin bank xidmatlarina
¢ix1s imkanlarini artirmigdir.

Hesabat ilindo yerli banklarin xarici bazarlarda
istirakinin aktivlagmasi davam etmisdir. Bela ki, 2008-
ci ilde 1 yerli bankin 3 6lkods xarici niimayandsliyi
faaliyyata baslamisdir.

Biitin bunlarla belo bank qanunvericiliyinin
toloblorini pozduguna, habelo Milli Bankin ardicil
vo davamli gostorig va tolobloring riayat etmadiyine
géro Azorbaycan Respublikasi Milli Banki Idaro
Heyotinin miivafiq gorart ilo 2 bankin lisenziyasi logv
edilmisdir.

Maliyyas-bank xidmatlorina ¢ix1s imkanlarmin
genislondirilmasi istiqamatinda aqrar sektora maliyya
xidmati gOstoran ixtisaslagsmis bankin yaradilmasi
tiglin beynoalxalq tacriiba dyronilmis va aqrar bankin
yaradilmasi izra tokliflor paketi hazirlanaraq miivafiq
dovlat organlarina taqdim edilmisdir.

Bank sisteminin kapitalizasiyasi istiqgamatinda
miisbot  meyllor  banklarin  dayanigligini
mohkomlondirmokla, onlarm maliyys potensialinin
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Chart 34. Quality of the loan portfolio, %
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As the asset classification procedures were made
more stringent the quality of loans increased. In gen-
eral, the purpose of making the asset classification
requirements more stringent was actually to make the
security requirements more stringent.

The possible loan loss provisioning requirements
were increased. As of January 1, 2009 the possible
loan loss provisions amounted to 6.2% of the loan
portfolio (5.7% as of January 1, 2008).

The growth rate of reserves for non-performing
loans surpassed the growth rate of that kind of
loans. The ratio of reserves formed by banks to non-
performing loans reached 74%, which allowed for
providing adequate reserve coverage for such loans.
Past due loans amounted to 2.2% as a share of the
total loans as of 01.01.2009.

5.3.2. Liquidity

The banking system displayed sufficient liquidity
levels in 2008. During the year liquid assets declined
from 18.9% to 16.7% as percentage of the total assets.
Still, liquidity levels remained sufficiently high. As of
01.01.2009 the banking sector’s liquid assets amount-
ed to AZN1.7 bil. This amount allows to covering
77% of external obligations, approximately 90% of
individual deposits and 74% of the banks’ current
liabilities. The instant liquidity requirement with
respect to the banking sector (ratio of demand assets
to the total demand liabilities and past due liabilities)
significantly exceeded the minimum level set by the
National Bank (73%) (the requirement with respect to
each bank was set at 30%).
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The measures taken by banks to optimize the
time structure of assets and liabilities as well as to
reduce the maturity mismatches between assets and
liabilities allowed for mitigating the banking system’s
liquidity risk. Liabilities with a maturity period over
1 year amounted to 33.4% of the total liabilities as of
01.01.2009.

5.4. Institutional trends and reforms in the banking
system

Improving the access to financial and banking
services was among the top priority tasks set for
2008. Licensing 2 new banks as well as granting
of a permission for 1 foreign bank to set up a local
representative office, opening of 90 bank branch
offices and 16 bank divisions as well as a substantial
expansion of the banks’ ATM and POS-terminal net-
work materially improved the abilities of economic
subjects to access banking services.

During the reported year banks continued to further
activate their involvement in the foreign markets.
Thus, 1 domestic bank opened its representative
offices for business in 3 foreign countries in 2008.

At the same time, the National Bank’s Board
cancelled the licenses of 2 banks for failure to
comply with the banking laws as well as with the
National Bank’s repeated and continuous directives
and demands.

International experiences were studied in order to
establish banks specialized in providing financial
services to the agricultural sector with a view to
improving access to financial and banking services;
subsequently, a set of proposals was developed and
submitted to the relevant state authorities for estab-
lishment of agricultural banks.

Positive trends observed in the capitalization of the
banking system, in addition to improving the sus-
tainability of the banks, allowed for enhancing their
financial potential, expanding the range and quality
of banking services, as well as for increasing the
depositor and creditor trust in the banking system and
improving the effectiveness of the financial interme-
diation function.

A special emphasis was put on the improvement of
the banks’ financial and administrative management
systems. To this end, improving the effectiveness of
the corporate governance standards representing a
major component of the effective management sys-
tem, in particular the efficiency of risk management
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genislondirilmasina, bank omoliyyatlart  va
xidmotlorinin ¢esid vo keyfiyyatinin artmasina,
omanoatcilorin vo kreditorlarin bank sistemino olan
inaminin  vo maliyys vasitogilik funksiyasinim
samaraliliyinin artmasina miisbat tasir gostarmisdir.

Banklarin  maliyyo vo inzibati idarsetmo
sistemlorinin tokmillagdirilmosi diqqot morkozindo
saxlanilmigdir. Bu magsadle effektiv idaraetmanin
on mithiim komponenti olan korporativ idarsetmo
standartlarinin, xiisusilo do risk menecmentin ban-
klarda totbiginin somarsliliyinin artiriimast 2008-ci
ildo do bank sisteminin sabit inkisafinin miihiim
sartlorindan biri olmusdur.

2007-ci ilin naticalari tizra biitiin banklar “Banklar
haqqinda” Azorbaycan Respublikasi Qanununun
toloblarina uygun olaraq, kenar audit torafinden
audit edilmis, tasdiq olunmus audit hesabatlar1 Milli
Banka toqdim olunmusdur (yeni agilan 2 bank nazara
almmir). Banklarin 33-do kenar audit beynalxalq audit
sirkatlari tarafindan aparilmigdir ki, bu banklarin da
timumi bank sistemi aktivlorinds xiisusi ¢okisi 96,3%
toskil edir. 1 bankin maliyys hesabatlart MHBS-nin
toloblorine uygun olmadigi Ggiin geri gaytarilmig
vo “Banklar haqqnda” Azorbaycan Respublikasi
Qanununun 44.5-ci maddosine uygun olarag, onlarin
6z vosaitlori hesabina tokrar auditin aparilmasi

tapsirilmisdir.
Bank sistemindo saglam rogabot mithitinin
formalagdirilmast miithiim prioritetlordon  biri

olmusdur. Banklarn kapitallasmasi, 6zal banklarin
artim tempi ve bazar paymn artmasi, idaraetmo
sistemlarinin  tokmillogsmasi  sektorda raqabat
miihitinin yaxsilasmasina tokan vermisdir.

2008-ci ildo bank sisteminin inkisafi sahasinda
hoyata kecirilon institusional va infrastruktur
tadbirlari naticasinda bank sisteminin xarici investor-
lar {iciin colbediciliyi daha da artmisdir. il orzindo
3 yerli bankin kapitalina xarici investisiya calb
edilmisdir, imumilikds bank sektoruna xarici kapital
investisiyalarimin hocmi 57,9 miIn. manat (57,2%)
artaraq 159,1 min. manata catmigdir.

5.5. Bank nazarati

2008-ci ildo qglobal maliyys bazarlarinda
dorinlogsmokda olan bohran biitiin 6lkalorda oldugu
kimi, Azorbaycanda da bank nozaroti {iclin yeni
cagirislart aktuallagdirmis va bela bir saraitde maliyya
sabitliyinin qorunmasi, ¢evik va effektiv risk yontimli
bank nozaratinin tatbiqi asas hadaflorden olmusdur.
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AMB-nin preventiv tadbirlori vo banklarla intensiv
isi, hamginin banklarin 6z bazar davranislarini gevik
korreksiya etmolori hesabina Azorbaycan banklari
global bohranin miimkiin tasirloring hazirligh idiler.
Bir sira niifuzlu beynslxalq toskilatlar da Azerbaycan
bank sisteminin global béhrana on hazirhiql sis-
tem kimi qiymotlondirmis, banklarin yiiksak
dayanigliligin1 va bu nailiyyatlords AMB-nin xiisusi
rolunu 6z roylorinds ifads etmislor.

Umumiyyatlo, AMB toraofindon banklara daha
distintilmiis vo tomkinli biznes strategiyast 2007-ci
ildon bori tovsiys edilmis vo bu tovsiyo osasinda
totbiq olunan “kontr-tsiklik” siyasot miimkiin risklorin
tosirini minimallagdirmigdir.

Banklar likvidlik movqelorini  kifayat qodor
“balans”li  vo  “komfort”lu, xarici maliyya
manbalarindan astlilig1 iss idara oluna bilan saviyyada
saxlamigdir. Banklar hesabat ilinda vaxti ¢atmis xari-
ci borclarmi rahatligla icra etmislor.

Banklarin  2008-ci il {izro biznes planlar
avvalcadon AMB-da giymatlondirilmis, institusional
baza va artim hodofi fonunda miivafiq korreksiyalar
edilorak banklarla razilagdirilmigdir. Banklarm artim
hadoaflari nozarate goétliriilmiis va artim risklarinin va
tohliikalarin tasir imkanlart minimallagdirilmigdir.

Banklarin kredit risklari tizra miimkiin itkilara daha
da hazir voziyyato gotirilmasi magsadilo ehtiyatlan-
maya dair toloblar ciddilesdirilmisdir. Beynalxalq
maliyya bazarlarindaki ipoteka béhrani va dasinmaz
omlak bazarinda hassasliq nozera alinaraq dasinmaz
omlakla tomin olunmus kreditlora dair tominat
toloblori va verilmis ipoteka kreditlori tizra risklarin
adekvat kapitalla tonzimlonmosina dair tolablor
artirilmigdir.

Banklar aktivlorin keyfiyyatina daha diqqatlo
yanagmig, potensial tohlitkolori qiymotlondirarak
daha konservativ ehtiyatlanma siyasati hoyata
kegirmislor. Yeni kreditlorin verilmosi zamani isa
banklar torofindon “selektiv davranis” niimayis
etdirilmis, yiiksok monfaatlilikdon imtina edilarak
“risk istaha”lar1 azaldilmigdir.

Goriilan islor bank nazaratini va biitévliikde bank
sistemini miimkiin tohliikalara qarsi hazir vaziyyato
gotirmisdir. Banklarm problemlari va ¢atinliklari
mioyyan etmok vo idara etmak potensiallari
artirilmigdir.

Banklarin institusional inkisafi vo idarsetmo
resurslarmin biznes davramisina uygunlugu digget
morkazinds saxlanilmigdir. Har bir bank tizra kor-
porativ idaroetmo standartlarinin totbiqi saviyyesi
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of banks was among the essential foundations of the
banking system’s stable and sustainable development
in 2008.

As per the outcomes of 2007 all banks were audited
by external auditors in accordance with the Law “On
banks” of Azerbaijan Republic and the certified audit
reports were submitted to the National Bank (2 newly
opened banks excluded). 33 banks were audited by
international audit firms, which banks accounted for
96.3% of the total bank assets. Financial statements
of 1 bank were returned as they did not comply
with the IFRS requirements and, in accordance with
Article 44.5 of the Law “On banks” of Azerbaijan
Republic these banks had to re-audit their statements
at their own expense.

Developing a sound competitive environment in
the banking system was a top priority. Capitalization
of banks, growth and increase of market share of
privately-owned banks coupled with the improve-
ment of management systems gave an impetus to
the improvement of the sector’s sound competitive
environment.

As aresult of institutional and infrastructural meas-
ures taken with an aim to developing the banking sys-
tem in 2008 further increased the banking system’s
attractiveness for foreign investor. During the year 3
domestic banks drew foreign investments, whereas
the total foreign investments in the banking sector
increased by AZN57.9 min (57.2%) to AZN159.1
mil.

5.5. Bank supervision

The deepening crisis gripping the global financial
markets in 2008, as in all countries, put new chal-
lenges before the banking supervision function in
Azerbaijan. In such an environment, the primary
objective was to preserve the financial stability and
implement efficient and effective risk-based bank
supervision.

NBA’s preventive measures and intensive work
with banks as well as banks’ own corrective meas-
ures with respect to market behavior enabled the
Azerbaijani banks to be prepared for the possible
effects of the global crisis. A number of reputable
international institutions assessed the Azerbaijani
banking system as the most prepared to the global
crisis and stressed the NBA’s particular contribu-
tion to ensuring the banking system’s high level of
sustainability.

65

In general, the NBA advised the banks to apply
a more though-through and conservative business
strategy starting from 2007 and the “counter-cyclic”
policy applied based on this recommendation allowed
for minimizing the possible risks.

Banks managed to keep their liquidity positions
at sufficiently “balanced” and “comfortable” levels
while their external funding sources also remained
at manageable levels. During the reported year banks
casily executed their external debts that became due.

Banks’ 2008 business-plans were first evaluated by
the NBA and agreed upon with the banks having been
appropriately adjusted against the institutional base
and growth targets. Banks’ growth targets were taken
into account and possible effects of development
risks and hazards were minimized.

In order to bring banks to a higher level of readi-
ness to reduce possible losses connected with credit
risks made the provisioning requirements even more
stringent. Considering the mortgage crisis on interna-
tional financial markets and the sensitivity of the real
estate market, the requirements with respect to the
security requirements to real-estate backed loans and
adequate capital coverage of mortgage loan-related
risks were further increased.

Banks tended to approach asset quality more seri-
ously and followed a more conservative provisioning
policy having evaluated the potential hazards. When
granting new loans banks demonstrated a “selective
behavior” and sought to reduce their “risk appetite”
by turning down high profits.

The works performed enabled the banking supervi-
sion function and the banking system in general to be
more prepared for possible threats. Banks’ increased
their capacities for identifying and managing their
problems and difficulties.

Institutional development and consistency of man-
agement resources with business behavior of banks
was given a special attention. Each bank’s level of
implementation of corporate governance standards
was evaluated, meetings were held with most banks
and recommendations were provided in order to
remove the deficiencies in this regard.

At the same time, the financial market develop-
ments necessitated improvement of banks’ risk man-
agement practices, in particular management of credit
and liquidity risks using proactive approaches.

Works were continued during 2008 to improve the
banking supervision’ legal and regulatory framework
to compliance with international standards while
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qiymatlondirilmis, oksar banklarla goriislor kegirilmis
vo bu istigamotdo ¢atigmazliglarla bagl tévsiyalor
verilmigdir.

Eyni zamanda, maliyyo bazarlarinda bag
veron hadisolor banklarda risk menecmentin
tokmillosdirilmasini, xiisusilo do kredit vo likvidlik
risklorinin gabaqcil yanagmalardan istifado edilorak
idaraedilmosini zaruri etmisdir.

2008-ci ildo do bank nozaratinin hiiquqi-normativ
bazasinin beynalxalq standartlara uygunlasdiriimasi
vo tokmillogdirilmasi tizro iglor vo Bazel II Kapital
Saziginin totbiqi Uizro intensiv moslohatlogsmalor
davam etdirilmigdir. Bazel II Kapital Sazisinin II
vo III sttunlarmin bozi elementlorinin tatbiqing
baslamisdir. Bu mogsadls, banklarda kapitalin idars
edilmasi vo kapital siyasotino toloblorin miisyysn
edilmosi ilo olagodar “Bank kapitali vo onun
adekvathigimin hesablanmasi” Qaydalarma miivafiq
slava va dayisikliklor edilmisdir.

Eyni zamanda, banklarda maliyys soffafliginin
vo bazar intizammin artirilmasi, molumatlarin
aciglanmast prosesinin effektiv nozarotlo ohato
olunmas1 mogsadilo  “Korporativ  Idarsetma
Standartlari’na  “Molumatlarin  istifadagilora
toqdim edilmasi”ne dair olavalor edilmigdir. Bank
nozarati ¢argivasinda banklar torafindon agiglanan
moalumatlarm periodik olaraq kemiyyat va keyfiyyot
qiymotlondirilmasi aparilmigdir.

Bundan olava, “Aktivlarin tosniflogdirilmasi va
miimkiin zororlorin 6donilmoasi {iglin ehtiyatlarin
yaradilmasi”, “Bir borcalan va ya bir-biri ilo olagodar
borcalanlar qrupu tizra risklorin tenzimlonmasi
haqqinda”, “Azorbaycan Respublikasi miivakkil
banklarinin agiq valyuta movqeyi limitlorinin
miioyyan edilmasi vo tonzimlonmasi Qaydalari”na
olavalor olunmus, “Banklarda kreditlorin verilmasi”
Qaydalari isa tamamils restrukturizasiya edilmisdir.

Goriilan biitiin bu prudensial tadbirlarin naticasinda
2008-ci ildo bank sisteminin maliyys saglamlig1 vo
sabitliyi qorunub saxlanmigdir.

5.6. Bank ganunvericiliyi
5.6.1. Qanunvericilik va infrastruktur

2008-ci ilde Milli Bank bank faaliyyati
sahosindo qanunvericiliyin inkisaf etdirilmosi vo
mohkomlandirilmasi istiqgamatinde  moagqsadyonli
faaliyyotini davam etdirmisdir. Eyni zamanda qlo-
bal maliyya bohrani soraitinde makroiqtisadi siyasat
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vo bank nazarati sahasindo adekvat addimlara hazir
olmagq tigiin ganunvericilik tagabbiislari tizerinda islor
apartlmisdir.

Olkodo  maliyys-bank  xidmotlorine  ¢ixis
imkanlarmin genislondirilmasi prioritetlarine uygun
olaraq odonis sistemlorinin cografi ohato dairasinin
genislondirilmoasi va regionlara istiqgamotlondirilmasi,
tosarriifat subyektlorinin vo ev tosorriifatlarinin
maliyyo xidmatlorine olyetorliyinin artirilmasi
moagsadilo “Pogt rabitasi haqqinda” Azarbaycan
Respublikasinin  Qanununa 2008-ci il 02 oktya-
br tarixindo miivafiq alava va doayisikliklar gobul
edilmigdir. Bununla da genis filial sobokasine malik
olan vo maliyys omoliyyatlarinin aparilmasinda
boyiik tacriibesi olan Milli pogt rabitasi operatoru
torafindon bank-maliyya xidmatlorinin gostarilmasi
tictin hiiqugi esaslar yaradilmigdir. Milli pogt opera-
toruna pogt hesablarinin agilmasi vo aparilmasi,
6danis sistemlori vasitosila pul ko¢tirmalarinin hoyata
kegirilmasi, pogt amanatlarinin gobul edilmasi, valy-
uta miibadilo amaliyyatlarmin aparilmasi kimi yeni
maliyys xidmotlorinin hayata kegirilmasino qanuni
asas tomin edilmisdir. Bununla da 61ka arazisinin bank
sabokasi olmayan ucqar regionlarda ohalinin maliyya
xidmatlarinden istifade imkanlar1 artirtlacaqdir.

Banklarin va onlarin inzibatgilarinin masuliyyatinin
giiclandirilmasi magsadilo 2008-ci ilin 02 noya-
br tarixinde “Azarbaycan Respublikasinin inzibati
Xatalar Mocollosina doyisikliklor vo slavalor edilmasi
haqqinda” Azorbaycan Respublikasinin Qanunu
gobul edilmisdir.

Inzibati Xotalar Macallasina edilmis bu diizalislorla
banklarin cari foaliyyotinin idare edilmasi vo daxili
nozarotin hoyata kegirilmasi tizro banklar vo onlarin
inzibatgilarinin masuliyyati xeyli artirilmis vo bank
isi tizro istor prudensial normativlerin, istorse do
inzibati idarsetmo qaydalarinin pozulmasina gora
ciddi maliyye sanksiyalar1 (cerimaloer) nazerde
tutulmusdur. Burada banka aidiyyati olan soxslora vo
ya aidiyyati olan goxs adindan horakot edon soxslorlo
omoliyyatlarin aparilmast qaydalarinin  pozulmasi,
bank vo ya xarici bankin yerli filiali torafindon pru-
densial, maliyyo vo bank statistikast hesabatlarinin
toqdim edilmasi qaydalarinin pozulmasi, gadagan
olunan foaliyyatlo mosgul olma va s. bu kimi ciddi
pozuntu hallarina gors inzibati coza todbirlorini xiisu-
si olaraq geyd etmok olar.
edilmasina vo maliyye xidmatlarinden istifade eden
sahibkar va fordi soxslora miisbat maliyys imicinin
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consultations on introduction of the Basel II Capital
Accord were further intensified. Application of some
of the Basel II Capital Accord’s 2nd and 3rd pillars
was commenced. To this end, the “Regulation for
bank capital and its adequacy” was appropriately
amended and adjusted in relation with management
of bank capital and identification of capital policy
requirements.

At the same time, for the banks’ financial trans-
parency and market discipline to be improved and
the disclosure process to be covered with effective
control and supervision the “Disclosure of informa-
tion to users” annex was added to the “Corporate
Governance Standards”. Information disclosed by
banks in the banking supervision process was periodi-
cally assessed in terms of quantity and quality.

In addition, the Regulation for Asset Classification
and Possible Loss Provisioning, Regulation for
Exposures to a Single Borrower or a Group of
Connected Borrowers, Regulation of Identification
and Management of Open Currency Position Limits
of Authorized Banks of Azerbaijan Republic were
amended and the Regulation for Bank Lending was
completely restructured.

All these prudential measures allowed for keep-
ing the banking system financially sound and safe in
2008.

5.6. Banking laws
5.6.1. Legal framework and infrastructure

In 2008 the National Bank continued to take delib-
erate measures designed to develop and enhance
the banking laws. At the same time, measures were
taken to develop legal initiatives aimed at preparing
for adequate steps for the macroeconomic policy and
banking supervision in an environment of the global
financial crisis.

The Law of Azerbaijan Republic “On postal com-
munication” was appropriately amended and adjusted
on October 2, 2008 in order to expand the geographic
coverage of the payment systems to regions, and
to improve the access of economic subjects and
households to financial services in consistency with
the priorities of improving the access to financial
and banking services throughout the country. These
amendments laid the necessary legal grounds ena-
bling the National postal communication operator,
which operates an extensive branch office network
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and possesses a great experience in conducting finan-
cial transactions, to perform banking and financial
services. The national postal operator was provided
with the necessary legal authority to perform new
financial services such as opening and maintaining
postal accounts, performing money transfers via the
payment systems, receiving postal deposits and con-
ducting currency exchange operations. This should
also serve the purpose of enhancing the access to
financial and banking services for the population in
remote regions not covered by the bank network.

With a view to enhancing the accountability of
banks and their administrators the Law of the Republic
of Azerbaijan “On amendments and revisions to the
Code of Administrative Penalties of the Republic of
Azerbaijan” was adopted on November 2, 2008.

The said amendments and revisions to the Code of
Administrative Penalties have substantially enhanced
the accountability of banks and their administrators
in terms of management of banks’ day-to-day opera-
tions as well as internal supervision and controls, and
also served the purpose of introducing strict financial
sanctions and enforcement measures (penalties) for
failure to comply with both prudential requirements
with respect to banks and administrative manage-
ment regulations. Special mention should be given
to penalties applicable to failure to comply with the
regulation for conducting transactions with related
persons and persons acting on behalf of related
persons, regulation for submission of prudential,
financial and banking statistical reports by banks or
local branch offices of foreign banks, engagement
in prohibited activities and other serious instances of
non-compliance from now on punishable by adminis-
trative enforcement measures.

The draft law “On credit bureaus” was developed
in order to allow for setting up private credit bureaus
that would help further the sustainability of the finan-
cial and banking system as well as form up a positive
perception of the banking system among the business
community and individuals using financial services.
Economic studies in developed foreign countries fac-
ing the severe effects of the financial crisis in 2008
suggest that one of the reasons behind the crisis was
the excessive borrowing by borrower’s issue. It was
the need to allow for collecting sufficient information
about borrowers using credit bureaus instead of the
public credit registry that further enhanced the need
for passing the said law.

It is clear that the financial crisis gripping the world
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formalasdirilmasina imkan veran 6zal kredit biirosu
tosisatinin  6lkado togokkill tapmasi tiglin “Kredit
biirolart haqqinda” qganun layihasi tizerinda islor
apartlmigdir. 2008-ci ildo ciddi maliyys bohrani
yasayan inkisaf etmis xarici oOlkeslorin iqtisadi
arasdirmalar1 gostormisdir ki, bag vermis bohranin
sabablarindan biri do mahz borcalanlarin haddon artiq
borclanma problemidir. Ona géro do dovlat kredit
reyestrindon forqli olaraq kredit biirolarinin borca-
lanlar haqqinda genis informasiya monbolorindon
molumatlari toplamaq imkanlar1 hazirda bu qanunun
gobul edilmasi zaruratini daha da artirmisdir.

Molumdur ki, dinyan1 biiriiyon maliyya
bohrani ipoteka kreditlagdirilmasi sisteminin
“oyun qaydalari’na da yenidon baxmagi zeruri
etmigdir. Yaranmig vaziyyst 6z névbesinds ipote-
ka istiqrazlarinin hiiquqi tonzimlonmasine dair
Milli Bankin hazirladigi ganun layihasine yenidon
baxilmasi ehtiyacini yaratmig va 2008-ci ildo do
Beynolxalq Inkisaf Assosiasiyasmmn (IFC) texniki
dostayi ila layihs tizarinds islor davam etdirilmisdir.
Layihonin moqsadi ipoteka krediti sisteminin
Ozlinlimaliyyalosdirma mexanizmlarina kegidini
tomin etmok va ipoteka krediti bazarmin davamli
faaliyyatini tagviq etmokdir.

2008-ci ilda Azarbaycan bank sektorunun aktiv
istirakeilart olan bank olmayan kredit toskilatlart
haqqinda xiisusi qanunun qobul edilmasi igilin
Milli Bankin qanunvericilik tosobbiislori davam
etdirilmisdir.

5.6.2. Qanunvericilik — normativ hiiquqi baza

Qanunvericilik aktlart ilo yanast hesabat ilinde Milli
Bankin méveud normativ bazasinin tokmillasdirilmasi
va inkisaf etdirilmasi istigamatinda do moagsadyonlii
faaliyyati hoyata kegirilmisdir.

[k névbode dovriin iqtisadi gagirislarma cavab
olaraq bank sistemini potensial risklordon gorumaq
magqsadils preventiv prudensial tanzimloma tadbirlari
cargivesinda Milli Bankin “Bank kapitalinin va
onun adekvatligmin hesablanmasi Qaydalari”na,
“Aktivlorin  tesniflogdirilmesi  vo  miimkiin
zararlarin 6donilmasi tiglin ehtiyatlarm yaradilmasi
Qaydalari”na, “Macburi ehtiyatlarin normasi,
hesablanmasi vo saxlanmasi Qaydasi”na, “Bir bor-
calan vo bir-biri ilo olaqadar borcalanlar qrupu tizra
risklorin tonzimlonmasi haqqinda Qaydalar”ma,
“Azarbaycan Respublikasi miivakkil banklarinin agiq
valyuta movqeyi limitlorinin miisyyan edilmasi va
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tonzimlonmosi Qaydalari”na vo “Kredit amaliyyatlar
tizro faizlorin hesablanmasinin  dayandirilmasi
haqqinda Qaydalar”a miivafiq olava va dayisikliklor
gobul edilmisdir.

Banklarin kredit faaliyyotindo potensial risklorin
qarsistni almaq moaqsadilo Milli Bankin Idaro
Heyotinin 2008-ci il 18 noyabr tarixli qorari ilo
“Banklarda kreditlorin verilmasi Qaydalar” qobul
edilmigdir. Qaydalarda banklarin kredit iginin demak
olar ki, biitin fundamental osaslarina (idaraetma,
monitoring, nazarat) dair dovlot nozarati orqani olaraq
Milli Bankin minimal toloblori miisyyon edilmis,
homginin istehlak¢ilarin hiiquqlarinin miidafissina
y6nalmis normalar tasbit edilmisdir.

Eyni zamanda bank tonzimi vo nazarotinin hiiqu-
qi bazasmin Bazel Il-nin miivafiq tovsiyelarina
uygunlasdirilmasi, banklar tarafinden investisiyalarin
calb edilmasi imkanlarmin artirilmasi magsadila bank
foaliyystinin goffafliginin artirilmast va bu osasda
molumat istifadogilorinin miivafiq iqtisadi qorarlar
gobul edorkon bank haqqinda daha genis infor-
masiyaya malik olmalarina hiiquqi esas yaratmagq
tictin Milli Bankin “Banklarda korporativ idarsetma
standartlarinin totbiqi Qaydalari”na 18 mart 2008-ci il
tarixdo Molumatlarin istifadagilora toqdim edilmasina
dair macburi toloblar daxil edilmisdir.

Kommersiya taskilatlarmin ve fordi sahibkarlarin
dovlat geydiyyati sisteminda totbiq olunan “vahid
pancara” prinsipinin bank isinds tatbiginin tomin
edilmasi, c¢irkli pullarla omaliyyatlarin hayata
kecirilmasinda 61ka banklarindan istifade imkanlarinin
mohdudlagdirilmasi, habels qeyri-rezident banklarda
hesablarmn agilmasinin liberallagdirilmasi magsadila
2008-ci ilda Milli Bankin “Banklarda hesablarin
actlmasi, aparilmasi vo baglanmasi Qaydalari”na
27 may va 27 sentyabr tarixli olava va dayisikliklor
gobul edilmis vo homin vaxta qodor totbig olu-
nan “Azorbaycan Respublikasi rezidentlorinin qeyri-
rezident banklarda hesablarin agilmasi Qaydalar1”
qiivvadan diismiis hesab edilmisdir.

Eyni zamanda Milli Bankin valyuta amaliyyatlari
rejiminda  liberallasdirilma  siyasatinin - davam
etdirilmasi istigamatindo hoyata kegirdiyi todbirlor
valyuta ganunvericiliyi sahosinds normativ baza-
ya yenidon baxilmasi zoruratini yaratmisdir.
Bununla olagadar Milli Bankin  “Azarbaycan
Respublikasinda rezident vo geyri-rezidentlorin valy-
uta omoliyyatlarmin rejimi haqqinda Qaydalari”na
Idars Heyatinin 27 sentyabr 2008-ci il tarixli qorar1 ilo
miivafiq slava va dayisikliklar gobul edilmisdir. Bu
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has also made it necessary to review the mortgage
lending system’s “rules of play”. The situation that
has developed, in its turn, required the National
Bank to revisit the draft law that it had prepared
with regards to legal regulation of mortgage bonds,
which the National Bank did with the technical assist-
ance from the International Development Association
(IDA) in 2008. The purpose of this project is to help
the mortgage lending system move to self-financing
mechanisms and to promote continuous and undis-
rupted operation of the mortgage lending market.

In 2008, the National Bank proceeded with its
legislative efforts with a view to enacting special law
governing non-bank credit institutions that are active
players in Azerbaijan’s banking sector.

5.6.2. Legal and regulatory framework

In addition to laws, the National Bank also contin-
ued its efforts aimed at improving and developing the
existing regulatory framework during the reported
year.

First of all, the National Bank made appropri-
ate amendments to the Regulation on Capital and
its Adequacy; Regulation on Asset Classification
and Possible Loss Provisioning; Regulation on
Reserve Requirement, Calculation and Maintenance;
Regulation for Exposure per a Single Borrower and
a Group of Connected Borrowers; Regulation for
Identification and Management of Open Currency
Position Limits of Authorized Banks of the Republic
of Azerbaijan and the Non-Accrual Loans Regulation
as part of the preventive prudential regulation meas-
ures aimed at keeping the banking system harmless
against the potential risks in response to the economic
challenges of the period.

In order to prevent the potential risks inherent in
the banks’ lending operations the National Bank’s
Management Board adopted the Regulation for Bank
Lending on November 18, 2008. This Regulation
defines the National Bank’s — as the state supervisor’s
- minimal requirements to practically all fundamental
aspects (management, monitoring, supervision) of
banking, and lays out provisions aimed at protecting
the rights and interests of consumers.

At the same time, in order to improve the legal
framework governing banking regulation and super-
vision to compliance with the relevant recommenda-
tions of Basel II and to enhance the banks’ abilities
to draw investments, the National Bank incorporated
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appropriate requirements with regards to Information
Disclosure to Users into the “Regulation for
Implementation of Corporate Governance Standards
in Banks” on March 18, 2008 with a view to enhanc-
ing the transparency of banking activities and, based
on this, to enable information users to enjoy legal
grounds for obtaining broader information about
banks in order to make informed economic decisions.

The National Bank made amendments and revi-
sions to the Regulation on Opening, Maintaining and
Closing Bank Accounts on May 27 and September
27, 2008 and nullified the Regulation for Opening
Accounts of Azerbaijan Republic’s Residents with
Non-Resident Banks in order to apply the “single
window” principle used in the state registration
system for commercial institutions and individual
entrepreneurs in the banking operations, to restrain
the possibilities of abusing banks for the purpose of
money-laundering as well as to further liberalize the
process of opening bank accounts with non-resident
banks.

In the meantime the National Bank’s efforts as
part of its policy to liberalize currency transactions
required reviewing the regulatory framework of the
currency laws. In this view, the National Bank’s
Management Board passed relevant amendments and
revisions to the Regulation for the Regime of Currency
Transactions of Residents and Non-Residents in
the Republic of Azerbaijan on September 27, 2008.
These innovations were designed to lift the existing
restrictions with respect to residents of countries
other than members of OECD as well as countries
that concluded bilateral agreements with the Republic
of Azerbaijan on mutual promotion and protection of
investments and the Russian Federation.

The banking system’s regulatory framework was
improved in a number of other institutional aspects,
with the National Bank’s internal normative docu-
ments further developed. In this range, a special men-
tion should be given to the amendments and changes
to the Regulation on the Centralized Credit Registry,
procedures on payments and foreign exchange cash
flows in banking statistics, as well as amendments
and changes to the Directives on the banking sys-
tem’s chart of accounts and its application.
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yeniliklor rezidentlors miinasibotds avvallor IOIT-o
tizv olan, eloca do investisiyalarin qarsiliglt tosviqi
vo qorunmasi sahosindo Azorbaycan Respublikast
ila ikitorafli miiqavilalor baglamis 6lkalor va Rusiya
Federasiyast istisna olmagla, digar 6lkalora garsi mov-
cud olmus mahdudiyyatlorin aradan qaldirilmasina
yonolmisdir.

Bank sisteminin normativ bazasi bir ¢ox digor
institusional istigamotlor {izro do inkisafa dogru
tokmillogdirilmig, Milli Bankin daxili normativ
sonadlori inkisaf etdirilmigdir. Bu qobildon olan
aktlara “Markozlagdirilmis Kredit Reyestri haqqinda
Qaydalar”na alava va dayisikliklori”, bank statistikasi
sahosindo Gdonis vo nagd xarici valyutanin horokoti
barado qobul edilon tolimatlari, bank sisteminda
hesablar planina va onun totbigine dair Gostarislora
olavo vo dayisikliklori va s. gostarmak olar.

5.7. Morkozlosdirilmis kredit reyestri

Milli Bankin tosobbiisii ilo yaradilaraq 2005-ci
ildon istismara verilmis Morkozlasdirilmis Kredit
Reyestrinin (MKR) faaliyyati naticasinda 2008-ci ilda
6lkanin bank sektorunda kredit hdoliyi olan fiziki vo
hiiquqi soxslorin reyestrinin aparilmasi tomin edilmig
va banklara markazlasdirilmis malumatlar bazasindan
kredit ti¢lin miiraciat etmis soxslor haqqinda otrafli
molumatlarin aldo edilmasi, habelo borcalanlarin
6z kredit tarixgalori hagqinda MKR-a sorgu etmak
imkanlar1 yaradilmigdir.

MKR yaradilarkon sistemin tam olaraq hodafo
catmasi li¢iin 3 faza nazords tutulmusdur. Birinci
fazada kommersiya banklari ilo molumat miibadilosi
vo zoruri infrastrukturun yaradilmasi, ikinci faza-
da geniglondirilmis kredit molumatlarmin reyestra
alimmasit vo bank olmayan kredit togkilatlarinin
MKR-2 qosulmast, 3-cii fazada isa digar toskilatlarla,
habelo miimkiin molumat bazalar ilo interfeyslorin
qurulmasinin hayata kegirilmasi qarsiya moagsad

qoyulmusdur.
Inkisaf strategiyasinin ugurla vo mogsadydnlii
sokildo hoyata kegirilmasi, habelo reyestrin

institusionallasmas1 magqsadilo 3 mart 2008-ci il
tarixindon Milli Bankin yeni struktur vahidi - MKR
xidmati formalagdirilmigdir.

Hesabat ilindonazords tutulan inkisaf strategiyasinin
ikinci fazasi tizra islor davam etdirilmis, borcalanlari
daha doqiq eynilosdirmays vo atrafli  kredit
molumatlart ilo ohato etmayo imkan veron MKR-
in genislondirilmis formati sistema totbiq olunmus,
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molumatlarm banklarin morkazi sistemindon birbasa
olaraq hazirlanmasi rejiminin icrasina baslanilmigdir.

Dévr orzinds banklar torafindon biitiin sorgularin
elektron (online) formada real vaxt rejiminda hoyata
kecirilmasino imkan veron vo sorgu axtariglarinin
monitoringini tamin edan yeni iki modul hazirlanmig
vo sistema tatbiq olunmusdur. Banklar tarafindon
MKR-in molumat bazasma daxil edilon kreditlarin
asagl hadleri ilo bagl talablorin 2007-ci ilin sen-
tyabr ayindan aradan galdirilmasi il slagadar hesa-
bat dovriindo banklarin kredit portfellori haqqinda
molumatlarm MKR-ds toplanmasi tam olaraq tomin
edilmisdir. Bu da istehlak kreditlori bazarinda
faaliyyat gostoran banklar liciin kredit qararlarmin
verilmoasi prosesinds daha etibarli gorarlarin gobuluna
imkan yaratmigdir.

MKR-do hayata kegirilmis tokmillagdirmalar,
o ciimlodon kredit molumatlarmin miibadilosinin
real vaxt rejimindo (onlayn) aparilmasi, MKR-
in i§ proseduralarinin sadslogdirilmasi, borcalan-
lar haqqinda daha otrafli kredit malumatlarinin
toplanmasi, habela nisbaton kigik mablagli kreditlarin
do reyestr vasitasilo miibadilesinin tomin olunmasi
naticasinds haqqinda molumat toplanan fiziki va
hiiquqi soxslarin say1 shomiyyatli doracads artmigdir.

Biitiin bunlar Diinya Bank1 vo Beynolxalq Maliyya
Korporasiyasinin hor il &lkalor tizra dorc etdiyi
“Biznesin apartlmasi - 2009” (Doing Business) adli
hesabatinda kredit molumatlar1 indeksinin 4-don 5-2
(maksimum gostorici 6-dir), reyestrin ohato dairasi
indeksinin isa 1.4-don 3.1-0 qgodar yiiksalmasi ilo
noticolonmisdir. Bu vo kredit miinasiboatlorinin digor
hiiquqi aspektlarini oks etdiron miivafiq gostaricilor
asasinda Azarbaycan “Kreditin alds olunmasi” indek-
si tizro Oton ilki hesabatla miiqayisodo 13 pilla
iroliloyorok, 181 &lke arasinda 12-ci yers layiq
gorilmisdiir.

Hesabat dovriindo reyestrin foaliyyoti “MKR
haqqinda” Qaydalarim taloblarina uygun olaraq
etibarlr sokilds tomin edilmis, banklardan daxil olan
13160 sayda sorgu cavablandirilmigdir ki, bunun da
4040-1 yeni modullar vasitasilo real vaxt rejimindo
hoyata kegirilmigdir.

flin sonunda MKR-do haqqinda molumat olan
borcalanlarin say1 462120, kredit molumatlarinin say1
isa 770000-a qadar yiiksalmisdir ki, bu da Gten ilki
gostaricidon uygun olaraq 2.5 va 3 dofs ¢oxdur.
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5.7. Credit registry

The operation of the Centralized Credit Registry
(CCR) that was established at the National Bank’s
initiative back in 2005 allowed for keeping record of
individuals and legal entities with liabilities to banks
and enabled banks to use a centralized database to
obtain detailed information about persons apply-
ing for loans as well as enabled borrowers to make
inquiries to the CCR with respect their own credit
histories.

The creation of the CCR envisaged 3 phases for
complete accomplishment of the principal objective.
The first phase was designed for data sharing with
commercial banks and development of the necessary
infrastructure, the second phase envisaged entering
detailed credit data into the registry and connecting
non-bank credit institutions to the CCR and the third
phase had the goal of building interfaces with other
institutions as well as possible databases.

With an aim to successfully implement the devel-
opment strategy as well as to institutionalize the reg-
istry the National Bank established a new structure on
March 3, 2008, the CCR service.

The reported year witnessed continued works under
the second phase of the development strategy, as the
expanded format of the CCR was applied to the sys-
tem that allowed for more precise identification and
coverage of borrowers with detailed credit data; also,
the work was commenced designed to enable banks
to prepare data directly from the central system.

During the reported period two new modules
were developed and introduced into the system that
allowed for real time electronic inquiries by banks
and monitoring inquiry searches. Data on banks’ loan

portfolio was collected and completely entered into
the CCR database in order to remove the claims on
the lower limits of loans entered in to the CCR data-
base by banks starting from September 2007. This
enabled banks operating on the consumer loan market
to make more reliable and informed credit decisions.

Improvements of the CCR as well as the real time
exchange of credit data, simplification of the CCR’s
operating procedures, collection of more detailed
credit data on borrowers and the use of the registry for
sharing data on relatively small-sized loans allowed
for substantially increasing the number of individuals
and legal entities whose data were collected.

Consequently, the credit information index reflect-
ed in the Doing Business — 2009, a report published
yearly by the World Bank and International Finance
Corporation on member countries, was upgraded
from 4 to 5 (with the maximum upper level being
6) and the registry’s coverage index was raised from
1.4 to 3.1. Based on this and other relevant indicators
reflecting on other legal aspects of credit relations
Azerbaijan upgraded by 13 levels as opposed to the
last year’s report in terms of Access to Lending index
and moved to the 12th place among 181 countries.

During the reported period the registry operated
in accordance with the Regulation on the CCR, with
13160 inquiries from banks responded to, of which
4040 were executed using the new modules of real
time data sharing.

By the end of the year the number of borrowers
covered by the CCR reached 462120 and the number
of credit files rose up to 770000, which is 2.5 times
and 3 times greater than the relevant indicators from
the past year.
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V1. [POTEKA KREDITLOSMOSI MEXANIZMI

2008-ci il arzinda AIF 6z foaliyyatinin sabitliyini vo
likvidliyini tomin etmok istiqamatinde magsadyonlii
tadbirlor hoyata kecirmis, gqabaqcil diinya tocriibasi
Gyronilmis, ipoteka kreditlosmasi sisteminin daha da
genislondirilmasi magsadilo beynalxalq toskilatlarla,
maliyys qurumlari ilo amokdashq slagalori qurulmus,
bir sira istiqamatlorde shomiyyatli texniki yardimlar
calb edilmisdir. Ipoteka kreditlori sisteminin somorali
faaliyyotinin toskili mogsadilo standartlagdirilmis
metodologiyanin yaradilmasi, bazar infrastrukturunun
calb edilmasi vo gostarilon xidmatlorin keyfiyyatinin
artirilmast  sahasindo miitomadi tadbirlor hoyata
kegirilmisdir. Umumilikds 2008-ci ilin sonuna
banklarm 6z ipoteka kreditlosmasi proqramlar da
daxil olmagla 260,0 milyon manat ipoteka krediti
verilmis vo toxminon 8 min ailo 6z monzil seraitini
ipoteka krediti vasitosilo yaxsilagdirmigdir.

Oton dovr orzinds olkado ipoteka kreditlogmosi
ila bagli sortlorin yumsaldilmasi va sadologdirilmasi

mogsadila “Azorbaycan  Respublikasinda
ipoteka  kreditlorinin  verilmasi mexanizminin
tokmillesdirilmesi ~ haqqinda”  Azarbaycan

Respublikast Prezidentinin ~ Formani ilo ipoteka
kreditlorinin verilmasi sortlori sadslosdirilmis, kredi-
tin middoti vo mablogi artirilmig, ilkin 6donise
olan talab azaldilmis, hoyat sigortasina olan macburi
tolob gotiriilmiisdiir. Qeyd olunan Forman ilo
homg¢inin “Azarbaycan Respublikasinda giizostli
ipoteka kreditlorinin verilmesi Qaydalar” da tosdiq
edilmisdir.

Daha sonra Azarbaycan Respublikasi Prezidentinin
miivafiq Formanlar1 ilo giizogtli ipoteka kredi-
ti almaq hiiququ olan harbi qulluqgularin dairasi
genislondirilmis, Miidafio Nazirliyinin harbi
qulluggulart il yanasi, Azarbaycan Respublikasi Milli
Tohliikesizlik Nazirliyinin, Azarbaycan Respublikasi
Daxili Islor Nazirliyinin Daxili Qosunlarimin,
Azorbaycan Respublikast Dovlat Serhod Xidmatinin
va Azorbaycan Respublikasi Xiisusi Dovlst Mithafiza
Xidmotinin harbi qulluqeulart da giizastli kateqori-
yaya aid edilmisdir.

“Azorbaycan  Respublikasinin

Milli  Banki

nozdindo Azorbaycan Ipoteka Fondunun yenidon
maliyyslosdirdiyi ipoteka kreditlorinin miivokkil
kredit toskilatlar tarafindon verilmasine dair Standart
Talablor” ipoteka kreditlogdirilmasi sisteminda va
ganunvericilikdo movcud olan yeni doyisikliklora
uygunlagdirilmig, yasayis sahosinin alqi-satqist va
ipotekast miiqavilosinin (Qarisiq miigavile) niimunavi
formasi tosdiq edilmisdir. Naticodo verilmis ipoteka
kreditlorinin boytik hissesi tizre qarigiq miigavilo
modeli tatbiq edilmisdir.

Qrafik 35. Ipoteka kreditlori
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Hesabat dovrii orzindo AIF torofinden ovvalki
ildo verilmis ipoteka kreditlorinin yenidon

maliyyslosdirilmasi davam etdirilmigdir. Belo ki,
2008-ci ilin dovlat biidcasindan ipoteka kreditlosmasi
ticiin ayrilmis vosaitlordon 22,0 mln. manat AIF-o
kogtiriilmiisdiir. 2008-ci ildo Fond torofindon 451
kredit tizro 16,9 miIn. manat mobloginds yenidon
maliyyalosdirmo hoyata kegirilmisdir. Umumilikda,
31 dekabr 2008-ci il tarixino AIF torofindon imumi
mablagi 63,3 mIn. manat olan ipoteka kreditlori
yenidon maliyyalogdirilmigdir.

)
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VI. MORTGAGE LENDING MECHANISM

In 2008 the AMF proceeded with its efficient
efforts aimed at ensuring stability and liquidity of
its operations, studied international best practices,
continued to build partnership relations with inter-
national institutions and financial organizations in
order to further expand the mortgage lending system
and utilized substantive technical assistance projects
in a number of areas. Regular measures were taken
to develop a standardized methodology for setting
up effective operation of mortgage lending system,
establish a market infrastructure and improve the
quality of services provided. In general, by the end of
2008 AZN260.0 mln worth of mortgage loans were
granted, including banks’ own mortgage lending pro-
grams and about § thousand families got the chance
to improve their living conditions using the mortgage
lending system.

During the past period, the mortgage lending
terms were simplified, loan periods and amounts
were increased, downpayment requirements were
reduced and life insurance requirements were lifted
following the Presidential Decree “On improve-
ment of the mortgage lending mechanism of the
Republic of Azerbaijan” in order to simplify and
mitigate the terms and conditions of mortgage lend-
ing in the country. The said Decree also approved the
Regulation for Discounted Mortgage Lending in the
Republic of Azerbaijan.

Later into the year relevant Presidential Decrees
expanded the range of military servants eligible for
discounted mortgage loans as the category of military
servants eligible for such loans was supplemented
with servants of the National Security Ministry of
the Republic of Azerbaijan, Internal Troops of the
Ministry of Interior of the Republic of Azerbaijan,
State Border Service of the Republic of Azerbaijan
and Special State Security Service of the Republic of
Azerbaijan in addition to the military servants of the
Ministry of Defense.

“The Standard Requirements to Granting of
Mortgage Loans Refinanced by the Azerbaijan
Mortgage Fund under the National Bank of the

Republic of Azerbaijan by Authorized Credit
Institutions” were altered to compliance with the
innovations in the mortgage lending system and laws
and a model residential space purchase and mort-
gage loan agreement (Combined Agreement) was
approved. Consequently, such a combined model of
agreement was applied to a large portion of mortgage
loans.

Chart 35. Mortgage loans
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During the reported period the AMF continued to
refinance mortgage loans granted during the previous
year. Thus, AZN22.0 mln out of the funds allocated
from the 2008 state budget for mortgage lending
was transferred to the AMF. During 2006 the Fund
refinanced 451 loans for an amount of AZN16.9 mln.
In general, as of December 31, 2008 the Fund refi-
nanced AZN63.3 mln worth of mortgage loans.
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VII. ODONIS SISTEMLORI, INFORMASIYA
TEXNOLOGIYALARI

7.1. Elektron 6danis sisteminin inkisafi

Qanunvericiliyo miivafiq olaraq Milli Bankin
osas magsadlorindon biri 6donis sistemlorinin sabit
foaliyystinin va inkisafinin tomin edilmasidir. Bu
mogqsadlors nail olmaq tigin 2008-ci ildo do Gdonis
sistemlorinin sabit vo fasilosiz istismarmin togkil
edilmasi, beynslxalq alomds bu istiqgamotdo bas
veran meyllor nazars alinmagla inkisaf etdirilmosi va
tokmillosdirilmasi diqqoat markezinds olmusdur.

Milli Odonis Sisteminin arxitekturasmimn birinci
mithiim elementi olan va 2001-ci ildon foaliyyat
gostoron Real Vaxt Rejiminde Banklararasi
Hesablagmalar sistemi ~AZIPS sistemindo 2008-ci
il tizra imumi hacmi 71425 mln. manat olmagla 457
min adod 6donis sonadi emal olunmusdur ki, bu da
kegon illo miiqayisads 84,4% (32698 mlin. manat)
vo 5,8% (24 min odad) goxdur. Sistemds orta giin-
liik sonad say1 1870 odod, hor bir ddenis senadinin
mablogi orta hesabla 156 min manat togkil etmisdir.
Hazirda AZIPS sisteminin 47 (kommersiya banklart
- 44, AMB, bank olmayan Agrarkredit birliyi, Bas
Dévlat Xozinadarligr) istirakeist vardir.

2001
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O AZIPS EXOHKS

Qrafik 36. AZIPS ve XOHKS iizre 6denis senadlerinin say1, min aded
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Qrafik 37. AZIPS vo XOHKS iizro ¢donislorin iimumi hacmi, mln. manat
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Odonis sisteminin arxitekturasinin ikinci miithiim
elementi olan vo 2002-ci ildon faaliyyat géstoran
Xirda Odonislor iizro Hesablasma Kliring Sistemi-
XOHKS sistemindo 2008-ci ildo timumi hocmi 5364
mln. manat olmagla 1943 min adod 6donis sonadi emal
olunmusdur ki, bu da kegan illo miiqayisads 150,7%
(3226 mIn. manat) vo 86,8% (903 min adad) ¢oxdur.
Sistemda orta giinlikk senad say1 7930 odad, har bir
Odonis sonadinin mablagi orta hesabla 2760 manat
toskil etmisdir. XOHKS sisteminin 50 (kommersiya
banklar1 - 45, AMB, ARMB Naxgivan OI, Ipoteka
Fondu, Bas Dovlot Xozinadarligi, bank olmayan
Agrarkredit birliyi) istirakcis1 vardir. XOHKS sis-
teminin funksional imkanlarindan istifade edilmakla
ODV-nin moadaxili, ugotu vo dovlot biidcasine
maoxarici ilo bagl omsliyyatlarin aparilmasi imkani
yaradilmisdir.

7.1.1. Milli Odenis Sisteminin inkisafi izra

Kommunal sektorda aparilan islahatlara dostok
verilmasi, vahid elektron 6danis sistemi mokanindan
istifado etmoklo kommunal xidmsati haglarinin y1gim
saviyyasinin va soffafligin daha da artirilmasi, bu
sahada maliyya dovriyyasinin bank sistemina calb
edilmoasi mogsadila “Azarbaycan Respublikasinda
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VIL. PAYMENT SYSTEMS, INFORMATION
TECHNOLOGIES

7.1. Development of electronic payment systems

The existing laws define ensuring stable operations
and development of payment systems as a priority
task of the National Bank. To this effect, in 2008
a special focus was placed on ensuring stable and
undisrupted operation of payment systems, their
development and improvement in this regard based
on international trends and practices.

The Real Time Interbank Settlements System —
AZIPS, the first significant element of the National
Payment System’s architecture that has been in oper-
ation since 2001, processed a total of 457 thousand
payment documents for a total worth of AZN71425
mln in 2008, which exceeds the last year’s level
by 84.4% (AZN32968 mln) and 5.8% (24 thousand
documents). On an average daily basis the sys-
tem processed 1870 documents, where each docu-
ment amounted to AZN156 thousand on averages.
Currently the AZIPS system counts 47 members (44
commercial banks, NBA, non-bank Agrarkredit asso-
ciation, Chief State Treasury).

Chart 36. Number of payments in AZIPS and XOHKS, thousand pcs
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Chart 37. Total amount of payments made in AZIPS and XOHKS,
AZN min
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The second major element of the payment system’s
architecture that this been in operation since 2002,
the Small Value Payment Clearing System — XOHKS
— processed a total of 1943 thousand payment docu-
ments for a total worth of AZN5364 mln, which
exceeds the last year’s level by 150.7% (AZN3226
mln) and 86.6% (903 thousand documents). On a
daily basis the system processed on average 7930
thousand documents, where each document amount-
ed to AZN2760 on average. The XOHKS system
currently counts 50 members (45 commercial bank,
NBA, NBA of Nakhichevan AR, Mortgage Fund,
Chief State Treasury, non-bank Agrarkredit asso-
ciation). The XOHKS system allows for conducting
operations involving receipt, recording and allocation
to the state budget of VAT payments.

7.1.1. Development of the National Payment System

National Bank of Azerbaijan established and put
in operation in real time mode on July 11, 2008
the Centralized Information System for Utility Bill
Collection (KOMIS) under the 2005-2007 State
Program for Development of the National Payment
System of Azerbaijan Republic in order to support
the utility sector reform, and increase the rate of col-
lections and transparency in collecting of utility bills
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Milli Odonis Sisteminin Inkisafi tizro 2005-2007-ci
illar tigtin Dovlat Programi” gargivasinda Azarbaycan
Milli Banki torofindon Kiitlovi Odonislor iizro
Morkazlosdirilmis Informasiya Sistemi (KOMIS)
yaradilaraq 11 iyul 2008-ci il tarixinda real rejimda
istismara verilmisdir.

KOMIS-do biitiin kommunal xidmeti vo kiitlovi
xidmat operatorlari {izra abonentlorin vahid geydiyyat
ndmrasing asaslanan miistori bazasi yaradilir. Miistori
bazasinda bag veran doyisikliklor onlarm daxili infor-
masiya sistemlorinin inkigaf soviyyesindon asili
olaraq razilasdirilmis reqlaments osasen, yaxud da
real vaxt rejimindo morkazlogdirilmis bazaya daxil
edilir. Hor bir kommunal xidmati miiossisasi sistem
vasitosilo miistorilorin apardigi 6denislor haqqinda
real rejimdo molumat almaq imkanina malikdir.

KOMIS-do istirakgilarla sistem arasinda infor-
masiya miibadilasi yiiksok saviyyada tohliikasizlik
prinsiplori osasinda qurulmusdur. Sistem ohaliys
istonilon maliyys noqtesinds kommunal xidmatlori
tizro borclart haqda molumat almaq vo on milasir
6donis alotlori vasitesilo 6donis aparmaq imkani
yaratmigdir.

Fovqolado hallarda KOMIS sisteminin fasilosiz
faaliyyatini tomin etmak magsadila Sumqayit Ehtiyat
Moarkazinds yerlosdirilmis ehtiyat serveri ila “online”
rejimli informasiya miibadiloasi qurulmusdur.

KOMIS istifadagilori faaliyyot gdstoran biitiin kom-
mersiya banklari, pogt operatoru, kommunal xidmati
miiossisolori, digor kiitlovi xidmat operatorlari
(mobil telefon operatorlari, kabel televiziyasi, inter-
net xidmoti provayderlori va s.), kart prosessing
morkazlori vo nohayot kommunal xidmatlorinin
istehlakeisi olan fiziki va hiiquqi soxslar ola bilarlor.

Hazirda “Azeriqaz” QSC, “Azersu” ASC vo
“Bakielektriksaboke” ASC {izro Baki soharini
ohato edon elektron abonent bazasi sistemo daxil
edilmigdir. 17 kommersiya bankinin vo “Azorpogt”
DM-nin “AzDataCom” telekommunikasiya sobakasi
tizarindon 81 pogt sobasi daxil olmagla, imumilikda
300-0 yaxin 6donis mentaqosi real rejimdo KOMIS-o
qosulmusdur.

KOMiS-o  qosulmus kommunal  xidmoti
miiassisalori fizra 6donislori nagd, “MilliKart” MMC-
do xidmot olunan banklara moxsus POS-terminal
vo bankomatlarda Gdonis kartlart vasitasilo hoyata
kecirmok miimkiindiir. Eyni zamanda “MilliKart”
MMC-da xidmat olunan banklarin miistarilori 6donis
kartlar1 vasitosilo KOMIS-in “Internet Service”
xidmatindon istifade etmoklo 6danislorini “on-line”
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rejiminda hayata kegirmok imkanina malikdirlar.

2008-ci ilin sonuna sistemds 40 min nafarden gox
abonent geydiyyatdan ke¢mis va imumi mablagi 2,8
mln. manat olan 190 mindon ¢ox &donis sonadi icra
olunmusdur.

Odonis sistemlorinin cografi ohato dairasinin
genislondirilmasi, regionlara istiqgamotlondirilmosi,
eyni zamanda tosorriifat subyektlorinin va ev
tosorriifatlarinin - maliyyos  xidmotlorine  ¢ix1s
imkanlarinin  daha da artirllmasi magsadila
Azorbaycan Respublikasnin Rabito vo Informasiya
Texnologiyalart Nazirliyi ilo birlikde “Azsrpogt”
layihasinin reallagdirilmasi istiqamotinda islor
2008-ci ildo do davam etdirilmisdir. “Azarpogt”
DM torofindon pogt-maliyys xidmotlorinin gostorilo
bilmosi Giglin bu hagda “Pogt rabitesi hagqinda”
Azorbaycan Respublikasinin  Qanununa miivafiq
slava va dayisikliklar edilmis va 2 oktyabr 2008-ci il
tarixinds 6lka prezidenti torafindon tosdiq edilmisdir.
“Azorpoct” DM-nin bazar yonimlil yeni struktu-
runun layihesi hazirlanmis vo struktur doyisikliyi
hoyata kecirilmigdir. Layiha tam basa c¢atdiqdan
sonra “Azarpo¢t” DM-in 1200-dan ¢ox pogct s6balari
vasitasi ilo ahaliya ananavi pogt xidmatlari ila yanasi
maliyya xidmatlorinin (6danislerin hayata kegirilmasi,
kommunal xidmoati haglarmin toplanmasi, ohaliden
depozitlorin calb edilmosi vo plastik kartlarla xirda
kreditlogdirmanin hoyata kegirilmasi va s.) da
gostarilmasi reallasacaqdir.

7.1.2. Nagdsiz 6donis alotlorinin inkisafi iizro

Azarbaycan Respublikasinda Gdonis sistemlarinin
daha da inkisaf etdirilmosini, iqtisadi foaliyyat
gOstoran soxslorin va ohalinin elektron 6danis
sistemlorinin imkanlarindan daha foal istifado
olunmasini tomin etmok mogsadilo Azarbaycan
Respublikasi Prezidenti torafindon 22 noyabr 2005-
ci il tarixli “Azerbaycan Respublikasinda odonis
sistemlorinin tokmillosdirilmasi sahasindo olava
todbirlor haqqinda” Serancamin icrasi g¢argivasinda
goriilmiis islor noticasinde 2008-ci il tizra 6lke
orazisindo bank filiallarinda, porakends ticarat
vo xidmoat miiassisalorinds qurasdirilmis POS-
terminallarin say1 kegon illo miiqayisada 65% (2829
odad) artaraq 8138 adad toskil etmisdir ki, onlardan
da 7397 adadi Baki goharinds, 741 adadi regionlarda
quragdiriimigdir.

Hesabat dovriinde POS-terminallar  vasitasila
tmumi hacmi 290.23 min. manat olan 788 min
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using a uniform electronic payment system as well
as to move the cash flows in this field to the banking
sector.

A customer base is established within the KOMIS,
which is based on all utility services and uniform
registration number of users with respect to utility
service operators. Any changes in the customer base
are entered into the centralized database based on the
agreed regulations or in real time mode depending
on the development level of their internal informa-
tion systems. Any utility service provided is able to
obtain data on payments made by customers via the
system online.

The KOMIS system employs high level secu-
rity principles with respect to information exchange
among its actors. The system enables users to obtain
information about utility debts from any financial
point and execute payments using the state-of-the-art
payment tools.

In order to ensure undisrupted operation of the
KOMIS system in emergency situation an alternate
back-up server has been set up in Sumgayit Alternate
Site to support online information exchange when
required.

The range of KOMIS users may include all com-
mercial banks, postal operator, utility service provid-
ers, other service providers (mobile phone operators,
cable networks, Internet providers, etc.) card process-
ing centers and, finally, individual and corporate
users of utility services.

Currently Azerigaz, Azersuand Bakielektrikshebeke
have been entered into the electronic database cover-
ing Baku. Overall, about 300 points of payments
of 17 commercial bank and 81 post office of the
AzDataCOm telecommunication network of Azerpost
have been connected to KOMIS in real time mode.

Payments to utility service providers connected to
KOMIS can be made in cash and using payment cards
through POS-terminals and ATMs of banks serviced
by the Millikard LLC. At the same time, customers
of banks served by Millikard LLC are able to use the
option of online payment via the Internet Service of
KOMIS through their payment cards.

As of the end of 2008 the system has over 40
thousand registered users and has processed over 190
thousand payment documents for a total worth of
AZN2.8 mil.

Implementation of the Azerpost project was
continued in collaboration with the Ministry of
Communication and Information Technologies of the
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Republic of Azerbaijan, which is designed to expand
the geographical scope and regional coverage of the
payment systems as well as to improve access of
households and economic entities to financial serv-
ices. The Law of the Republic of Azerbaijan “On
postal communication” was appropriately amended
and adjusted and approved by Presidential Decree on
October 2, 2008 in order to enable Azerpost to pro-
vide postal financial services. A new market-oriented
structure of Azerpost was designed and structural
adjustments were executed. When the project is com-
pleted, over 1200 post offices of Azerpost State
Enterprise will be available to customers for provi-
sion of financial services in addition to traditional
mailing services (payments, collection of utility bills,
deposit taking and small-scale plastic card lending,
etc.). Azerpost’s branch offices and divisions are
expected to connect to AzDataCom telecommuni-
cation network for collection of utility bills via the
CISUBC system.

7.1.2. Development of non-cash payment tools

As a result of activities conducted under the
Presidential Decree of November 22, 2005 “On addi-
tional measures to improve the payment systems in
the Republic of Azerbaijan” that was aimed at further
improving the payment systems and ensuring more
active utilization of the electronic payment systems
by business entities and individuals in the Republic
of Azerbaijan, the number of POS-terminals installed
at bank branch offices, retail trade and service entities
in 2008 amounted to 8138 units having increased by
65% (2829 units) against the last year, of which 7397
are located in Baku and 741 in regions.

A total of 788 thousand transactions were carried
out via POS terminals for a total worth of AZN290.23
mln, of which AZN66.2 mln worth of transactions are
non-cash payments.

The number of ATM’s installed across the country
in 2008 amounted to 1518 units by having increased
15% (202 units) against the last year, the number
of transactions increased by 26.4% (7672 thousand)
thus totaling to 36772 thousand and their value grew
by 58.9% (AZN1330 miln) thereby amounting to
AZN3592 mln.
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omoliyyat apartlmisdir ki, bunlardan da 66.2 mln.
manati nagdsiz 6donislorin payma diisiir.

2008-ci il tizra 6lko orazisindo bankomatlarin say1
kegan illo miigayisada 15% (202 adad) artaraq 1518
odod, bankomatlar vasitosilo aparilan amaliyyatlarin
sayl 26.4% (7672 min) artaraq 36772 min adad,
omoliyyatlarm hocmi iso 58.9% (1330 mln. manat)
artaraq 3592 min. manat toskil etmisdir.

Qrafik 38. Qurasdirilmig bankomat ve POS-terminallarin say1, eded
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2008-ci ildo kart sahiblorinin say1 3.5 mln. nofara
catmugdir. Ilin sonuna kartlarin say1 3.6 min. adod
toskil etmisdir ki, onlardan da 3.5 miIn. adadi debet vo
0.1 mln. adodi kredit kartlaridir.

Qrafik 39. Dovriyyede olan plastik kartlarin say1, aded
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Qrafik 40. Dovriyyoade olan ddenis kartlarinin
novleri tizra bolgiisi
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7.2. Informasiya texnologiyalarmnim inkisafi

Milli Bankda informasiya texnologiyalarinin
inkisaf etdirilmasi, mévcud informasiya sistemlorinin
etibarli vo davamli foaliyyotinin tomin edilmasi
vo avtomatlagdirmadan konar qalan sahslorin
avtomatlagdiriimast har il oldugu kimi 2008-ci ildo do
Milli Bankin miihiim strateji hadoflorindon olmusdur.

Bu strateji hodofo uygun olaraq il orzindo Bag
Miihasibat Sisteminin, Avtomatlagdirilmigs Bank
Statistika Hesabati Sisteminin, Markazlasdirilmis
Kredit Reyestri Sisteminin, Milli Bankin internet
sohifasinin, fayl serverin, daxili yazismalar va lokal
soboka sistemlorinin normativ-metodoloji bazaya
miivafiq surotdo sabit vo davamli istismari tomin
edilmis vo daim tokmillogdirilmasi {izra miihiim
tadbirlor hoyata kegirilmisdir.

Bag Miihasibat Sisteminin alt1 ildon artiq
bir miiddotdo istismarda olan modullarin
funksionalligmin artirilmast va inkisaf etdirilmasi,
miihasibatliq sahasinds analitik hesabatliligin va nagd
pul dévriyyesinin idars edilmosi kimi olava sis-
tem alotlorinin yaradilmasi, eyni zamanda sistemin
monavi vo fiziki cohatdan kohnalmosi ila slagadar
olaraq onun beynolxalq standartlara cavab veran yeni
versiyasinin yaradilmasina zarurat yaranmisdir. Bu
sahada hoyata kegirilon islorlo yanasi Milli Bankin
informasiya texnologiyalari sahasindo aparilan
inkisaf yontimlii faaliyyati davam etdirilmis vo daim
diggat markazindas saxlanilmisdir. Milli Bankin biitiin
amosliyyat va ugot sahalarini ohats eden va informasi-
ya texnologiyalari {izra beynalxalq standartlara cavab
veran Bas Miihasibat Sisteminin yeni versiyasinin
yaradilmasi tizro “Temenos” sirkatinin T-24 pro-
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Chart 38. Number of ATMs and POS-terminals installed (unit9
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The number of card holders reached 3.5 mln in
2008. At the year-end the number of cards amounted
to 3.6 mln, of which 3.5 min are debit and 0.1 min
are credit cards.

Chart 39. Number of plastic cards in circulation (pcs)
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7.2. Development of information technologies

As in the previous years, in 2008 the National Bank
focused on developing its information technologies,
ensuring stable and continuous operation of the exist-
ing information systems and automating unautomated
areas as a primary strategic objective.

In 2008, the National Bank took some signifi-
cant steps to support and improve the automated
information systems, which resulted in reliable and
undisrupted operation of the General Ledger System,
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Chart 40. Distribution of payment cards in
circulation by type
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Automated Bank Statistical Reporting System,
Centralized Credit Registry System, National Bank’s
web-site, internal communications and local network
systems in accordance with the existing regulatory
and methodological documents.

The increase and development of functionality
of the General Ledger System’s modules that have
been in operation for over six years as well as the
moral and physical ageing of the system required
development of a new version of the system meet-
ing international standards. In addition to works in
this area the National Bank continued development
of information technologies keeping them under
constant focus. Implementation of the T-24 software
complex by Temenos at the National Bank continued,
which covers all operational and accounting areas of
the National Bank and meets the best international
standards, technical support for the system has been
established, the main modules have been introduced
and preliminary testing has been carried out.

Automation of unautomated areas of the National
Bank’s operations was a priority issue in 2008.
Thus, a state-of-the-art Electronic Paperwork/Clerical
System (EP/CS) project was launched in order to
move from paper carriers to electronic medium and
to automate the document flows in continuation of
the works that had been already done to this effect.
As a tool to support the implementation of the project
the world’s lead technological product, Documentum,
was selected. The Documentum software package
is one of the world’s leading systems in the area of
document automation, secure filing and document
turnover exchange by instances. As a result of the
establishment and commissioning of this system at
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gram kompleksinin Milli Bankda totbiqi tizre islor
davam etdirilmis, sistemin texniki tochizat tominati
yaradilmis, asas modullarinin tatbiqi hoyata kegirilmis
va ilkin testlasdirilmo marhalasina baglanilmisdir.

Milli Bankda informasiya texnologiyalari sahasinda
aparilan inovativ todbirlordon biri olan, habela
6lkads hoyata kegirilon Elektron-hékumat layihosina
inteqrasiyast nozerdo tutulan Elektron Kargiizarliq
Sisteminin — Documentum proqram komplek-
sinin totbiqi Uzro islor hesabat ilindo do davam
etdirilmisdir. Sistemin Milli Bankda yaradilmasi hom
Milli Bank daxilinds biitiin sonad dévriyyasinin kagiz
dastyicilardan elektron dasiyicilara kegirilmasing,
habela elektron-hokumot platformasi ¢ar¢ivasinda
digar qurumlarla elektron yazismalarin aparilmasina
imkan veracokdir.

Milli Bankda valyuta ehtiyatlarinin idars edilmosi,
bu zaman yaranan risklorin 6l¢iilmasi vo onlarin
prognozlasdiriimasi moagsadilo Portfelin Idarsetmo
Sisteminin yaradilmasina baslanilmisdir. Bu magsadla
hesabat dévriinde Qanunvericiliys uygun olaraq ten-
der prosedurlari hayata kegirilmis va apartlmis detallt
aragdirma islori naticesinde qalib olaraq Vol Strit
sirkotinin program kompleksi se¢ilmigdir.

Milli Bankda avtomatlagmadan kenar qalan sahalorin
miioyyan edilmasi vo onlarin avtomatlagmaya calb
edilmosi istiqgamotinds aparilan islorin naticasi olaraq
kommersiya banklarinda bank nozarati tizra hoyata
kecirilon faaliyyatin somaroliliyinin artirilmasi vo
effektivliyinin yiiksoldilmosi magsadilo Menecment
Informasiya Sisteminin (MIS) vo insan resurslarinin
idara edilmosi, planlagdirilmasi, isa qobul, tohsil
vo inkisaf, baza amok haqqi, giymotlondirma va
motivasiya prosedurlarinin  avtomatlagdirilmasi
mogsadilo Insan resurslarimin idara edilmosi sis-
teminin yaradilmasi lizro miivafiq hazirliq islori
hoyata kegirilmis, beynalxalq tacriibays asaslanaraq
sistemlorin  texniki  sortlor toplusu islenib
hazirlanmigdir.

Milli Bankda mévcud informasiya sistemlorinin
vahid blokda birlagdirilmasi, habels statistik bazanin
beynalxalq standartlara uygun yenidan taskili, onun
informasiya ohatasi va keyfiyyatinin yiiksoldilmasi
moqsadilo  Markazlasdirilmis Elektron Statistik
Molumat Bazasinin yaradilmasi iizro igloro start
verilmigdir.

2001-ci ildo milasir standartlara cavab veron
saboka avadanliglar1 bazasinda yaradilmis va istis-
mara verilmis Milli Bankin lokal seboka sisteminda
faaliyyat gostoran 6danis ve informasiya sistemlarinin
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etibarli va tohliikasiz faaliyyatlori 2008-ci ildada tamin
edilmigdir. Milli Bankin lokal sabaka infrastrukturu-
nun inkisaf etdirilmasi magsadilo lokal sobakada
yaranan nasazliqlarin operativ olaraq miioyyon
edilmasi va aradan qaldirilmasi, habels Milli Bankin
moveud lokal sobaka sisteminin tohliikasizliyini vo
Microsoft proqram tominati mohsullarinin on-line
rejiminda yenilonmasini va inzibatgiligini tomin
etmok mogsadilo Milli Bankin lokal sabokasinda
servis funksionalliglar1 yaradilmigdir.

Milli Bankda mévcud informasiya sistemlarinda
molumat axinmin tohliikesizliyinin tomin edilmasi
daim prioritet hodoaflordon olmugdur. Bu sahodo
aparilan islorin davami olaraq Milli Bankda elektron
imzanin yaradilmasi mogqsadilo Sertifikatlagdirma
Markazinin togkilina baglaniimisdir.

Milli Bankda informasiya texnologiyalarinin
idaraedilmasinin tokmillegdirilmasi vo auditinin
tomin edilmosi mogsadilo COBIT 4.1 beynalxalq
standartlarinin totbiqi davam etdirilmisdir. COBIT 4.1
standartlar diinyanin on qabagqcil 6lkslarinds foaliyyat
gostoron maliyys institutlarinda tatbiq edilmokla
yanasi 6ziindo informasiya texnologiyalaria dair on
mitkommal standartlagmis prosedurlart birlogdirir.
Hesabat dovrinde COBIT 4.1 standartlarinin hor
bir domeni (Planlasdirma vo tagkil, Monitoring v
giymoatlondirma, Tochizat vo dostok, Oldo etmo
vo totbiq) lizro genis tohlil islori aparilmig vo
Planlagdirma vo toskil domeninin yekun versiyasi
islonib hazirlanmigdir.

Hesabat dovrindo Milli Banka iso qobul
proseslorinin avtomatlagdirilmast magsadilo mithiim
todbirlor hoyata kegirilmis, Milli Bankin internet
sohifasi vasitosilo “sv forma”larmin on-line rejimindoa
doldurularaq gondarilmoasi imkani yaradilmigdir. Bu
prosesin avtomatlasdiriimast Milli Banka iso gobul
olmaq istayanlordan sanad qgobulunu asanlasdirmig
vo onlarin miivafiq kriteriyalara uygun olaraq
yoxlanilmasini siiratlondirmisdir.



Payment systems, information technologies

the National Bank the process of integration to the
Electronic Government project will be intensified.

The National Bank started implementing the
Portfolio Management System designed to manage
the foreign exchange reserves, measure and forecast
the inherent risks. To this end, relevant bidding pro-
cedures were carried out during the reported year in
accordance with the existing laws and as a result of
the detailed evaluations the software package pro-
posed by Wall Street Company was selected.

As a result of works aimed at identifying areas left
outside of automation at the National Bank and auto-
mating them, relevant preparatory works were carried
out to establish the Human Resources Management
System and the technical specifications of the sys-
tems were prepared in accordance with international
experience in order to increase the effectiveness of
bank supervision of commercial bank and to auto-
mate the Management Information System (MIS) and
management, planning, recruitment, education and
development, baseline salary, evaluation and motiva-
tion procedures for human resources.

Development of the Centralized Electronic
Statistical Database was started in order to bring the
National Bank’s existing information system to a sin-
gle block as well as reorganize the statistical database
in accordance with international standards and to
enhance its information coverage and quality.

Payment and information systems operating within
the National Bank local network created and commis-
sioned based on the state-of-the-art network equip-
ment back in 2001 continued to operate securely and
reliably in 2008. The National Bank’s local network’s
service functionality has been upgraded in order

to quickly identify and remove any deficiencies in
the local network of the National Bank in order to
develop the local network infrastructure as well as to
ensure the security of the National Bank’s local net-
work system and online upgrade and administration
of Microsoft software products.

The National Bank always viewed security of
data flows as a highest priority. As a continuation of
efforts to this end organization of the Certification
Center was commenced in order to develop electronic
signature at the National Bank.

Improving the National Bank’s existing informa-
tion technology management, security and auditing
into compliance with international standards and
practices is one of the priority goals of the National
Bank. In 2008, to this effect, the NBA continued
introducing Cobit 4.0 standards. Cobit 4.0 stand-
ards, in addition to being used by financial institu-
tions in the world’s leading countries, combine the
most effective standardized procedures of informa-
tion technologies. Thus, each of the 4 domains of
Cobit 4.0 standards were analyzed in detail during
the reported period: Planning and Organization;
Monitoring and Evaluation; Supply and Support;
Acquisition and Application.

During the reported period the National Bank
continued to take substantial measures to automate
recruitment processes and development the opportu-
nity for completing and sending the CV forms online
using the National Bank’s web-site. Automation of
this process facilitated the receipt of documents from
those willing to be hired and accelerated their verifi-
cation according to relevant criteria.
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VIIL. NAGD PUL DOVRIYYOSI

8.1. Nagd pul dovriyyesinin tonzimlonmasi

2008-ci ilde Milli Bank torofindon 6lko
iqtisadiyyatmin nagd pula olan tolobati tam hacmda,
tolob olunan strukturda vo vaxtinda ddenilmis, nagd
pul tizro miivafiq strateji ehtiyatlar yaradilmis va
onlarin yerlosgdirilmasi tomin edilmisdir.

01 yanvar 2009-cu ilo dovriyyads olan nagd pul
kiitlasi ilin avvalina nisboton 52% (1,5 mlrd. manat)
artaraq, 4,4 mlrd. manata ¢atmigdir.

2008-ci ilin sonuna dévriyyads olan nagd pul kiitlasi
ilin avvalino nisbaton adadlo 13,4% (33,4 min. odad)
artaraq, 282,2 min. adads ¢atmigdir. Dévriyyads olan
pul nisanlarinin mablogco 99,5%-ni askinas, 0,5%-
ni metal pul nisanlari, adodlo iso 53,3%-ni oskinas,
46,7%-ni iso metal pul nisanlar1 togkil etmisdir.

2008-ci ilin sonuna dovriyyade adambasina diigon
pul nisanlart 6ton ilin miivafiq dovriine nisbeton
mablogca 50,5% artaraq 511,6 manat, adadlo iso 12%
artaraq 32,7 adad toskil etmisdir.

Milli Bank dovriyyads milli pul nisanlariin
keyfiyyatinin artirilmasi, saxtakarligin qarsisinin
almmasi, eyni zamanda pul nisanlar1 ilo davranig
madaniyyatinin yiiksaldilmasi mogsadile “Todaviilda
tomiz pul siyasoti’ni bayan etmisdir. Bu siyasatin
realizasiyasi istiqgamotinda marhalsli todbirlor hayata
kegirilmis vo xirda oskinaslarm (1 vo 5 manatliq)
dovriyyasi ilo alagadar xiisusi reqlamentlor miiayyan
edilmigdir. Noticoads, dovriyyade xirda nominalli
oskinaslarin dvretma siirati artmis vo pul nisanlarinin
keyfiyyati yeni bir marhaloys qaldirilmigdir.

Yeni nosil pul nisanlar todaviilo buraxildigi 3 il
orzindo comi 455 adod (5314 manat mobloginds)
saxta oskinaslar agkar olunmusdur. Bu sahads olan
beynalxalq tocriibs ilo miiqayisads todaviilds olan har
10-20 min adad askinasa Morkezi Bank torafinden
1 odod saxta askinas agkar edilirss, Azorbaycanda
todaviilds olan har 500 min adad askinasa yalmiz 1
saxta distir ki, bu da milli valyuta pul nisanlarinin
mithafizo sisteminin miiasir beynalxalq standartlara
uygun olmasmi va saxtakarligin asagi soviyyado
olmasin1 gostarir.
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Denominasiya ilo oslagadar 2008-ci il orzinds
dovriyyadon kohno niimunoali pul nisanlarinin
cixarilaraq yeni nasil pul nisanlari ilo ovez olunmast
prosesi do davam etmisdir. 2008-ci ilin sonuna kéhno
nasil pul niganlariin mablages 99%-1 todaviilden geri
yigilmisdir.

Azarbaycan Respublikasi Prezidentinin miivafiq
Sorancamina asason yaradilmis todaviilden ¢ixarilmig
kohno niimunsli pul nisanlarinin mohv edilmasi
tizra Dovlot Komissiyasmin foaliyyati 2008-ci ilda
do davam etdirilmis vo iri nominalli pul nisanlari
tamamila, dovriyyadon geri yigilmis pul nisanlariin
is9 97,3%-nin mohv edilmoasi tomin edilmisdir.

2008-ci ilde Milli Bank torafindon Azorbaycanin
tumummilli lideri Heydor Oliyevin 85 illik yubileyi
ilo olagedar vo bununla yanasi Azarbaycanin dahi
sairi Nizami Goncavinin, boyiik bostokar Uzeyir
Hacibayovun vo gérkomli xanondo Biil-Biilin
xatirolorino hasr olunmus 4500 odod qizil xatira
sikkolari hazirlanmis va todaviile buraxmugdir.

8.2. Xozinonin yenidon qurulmast

Milli Bankin nagd pulun effektiv idara edilmasi
strategiyas1 ¢orgivasindo pul nisanlarinin emali
tizro texniki avadanliq parkinin genislondirilmesi
noticesinds nagd pulun giindalik cesidlonmasi
potensiali artirilmigdar.

Nagd pulun somarali idara edilmasi va slave sax-
lanc potensialinin yaradilmasit moagsadile hazirlanan
dislokasiya planina uygun olaraq, 2008-ci ilde masir
toloblora va yiiksak beynslxalq standartlara uygun
yeni regional arazi idarssi istifadoys verilmis vo daha
bir ehtiyat saxlanc morkazinin tikintisi ilo bagh gerar
gobul edilmisdir.

Milli Bankin faaliyyasti nagd pul bloku daxilinda
effektiv idareetmo sisteminin yaradilmasi, biznes
proseslar tizra risklorin miioyyen edilmasi vo burisklorin
azaldilmasi vo idars olunmasia fokuslagmisdir.

Nagd pul sferasinda risklorin miioyyon edilmasi
tigin biznes proseslor tizro omsliyyat xoritosi
hazirlanmus, yiiksok risk zonalart miisyyen edilmig
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VIIL. CASH CIRCULATION

8.1. Regulation of cash circulation

In 2008, the National Bank managed to cover the
cash demand of the country’s rapidly growing econ-
omy in full and on time, set up and invest relevant
strategic cash reserves.

As of January 1, 2009 the cash in turnover increased
by 52% year-to-dates (AZN1.5 mln) to AZN4.4 bil.

As of the end of 2008, the cash in circulation
increased by 13.4% (33.4 mln units) in terms of units
year-to-date thus reaching 282.2 mln units. Cash in
circulation broke down as follows: 99.5% - bank
notes, 0.5% metal coins in terms of amounts, and
53.3% - bank notes and 46.7% - metal coins in terms
of number of units.

The bank notes in circulation increased by 50.5%
as opposed to the same period of the last year thus
reaching AZN511.6 miln, and by 12% in terms of
number of units to 32.7 thousand units.

The National Bank declared the Clean Money in
Circulation Policy in order to improve the quality of
the national bank notes in circulation, prevent forgery
and increase the behavioral culture of bank notes.
Phased-in measures were taken to implement this pol-
icy and special regulations were set forth with respect
to circulation of small value bank notes (1 and 5
Manat denomination). As a result, the circulation rate
of small value bank notes in circulation increased and
the quality of bank notes stepped unto a new level.

During the 3 years past since the introduction of
the new generation bank notes only 455 (AZN5314)
counterfeit bank notes were discovered. Compared
to the relevant international experience, if only 1
counterfeit bank note is identified by the National
Bank for every 10-20 thousand bank note in circula-
tion, it means that there is only 1 counterfeit bank
note for every 500 thousand bank note circulating in
Azerbaijan, which proves that the national currency
notes meet the modern international standards in
terms of security and have a low level of counter-
feiter.

As continuation of the denomination, the old design
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bank notes were withdrawn and replaced with new
ones during 2008 too. As of the end of 2008, 99% of
the old generation bank notes were withdrawn from
circulation

The State Commission for destruction of the old
type bank notes withdrawn from circulation estab-
lished by the relevant Presidential Decree continued
to operate in 2008 and large denomination bank notes
were destroyed completely and bank notes withdrawn
from circulation were destroyed for 97.3%.

In 2008, the National Bank prepared and issued
4500 golden memorial coins in connection with the
85th anniversary of Azerbaijan’s national leader
Heydar Aliyev and also to commemorate the genius
Azerbaijani poet Nizami Ganjevi, the great composer
Uzeyir Hajibeyov and prominent traditional singer
Bul-Bul.

8.2. Restructuring of the treasury

Under the National Bank’s effective cash manage-
ment strategy the daily cash sorting potential was
increased as a result of the expansion of the bank note
processing hardware park.

According to the dislocation plan developed to
ensure effective management of cash and create an
additional reserve potential, a new regional district
department was commissioned that meets internation-
al standards and works were started to build another
reserve center.

The National Bank’s activities focused on develop-
ment of an effective management system within the
cash block, identification of risk inherent in business
risks as well as minimization and management of
such risks.

An operational map was prepared for business
processes to identify risks inherent in the cash area,
areas of high risk have been identified and these risks
were put under current administration. New regula-
tions were applied in 2008 for cash processing and
customer service, destruction of old type bank notes
and increase of security measures.
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vo bu risklor cari idareetmoys gotirtilmisdiir.
2008-ci il orzindo nagd pulun emali vo miistarilora
xidmoat, kéhno niimunali pul nisanlarmin mohvi
vo tohliikesizlik todbirlorinin artirilmasi {izra yeni
reqlamentlar tatbiq edilmisdir.

Nagd pulun idars edilmasi xarclorinin azaldilmasi
biitin  biznes proseslordo  avtomatlagdirma
soviyyesinin yiiksoldilmoesi, nagd pulun optimal
yerlasdirilmasi vo daginmasi baximidan nagd pulun
moveud idaroetma sisteminin qiymotlondirilmasi
hoyata kegirilmigdir.

Milli Bankin xazina saxlanclarinin modernizasiyasi
vo milasir idaraetma sistemlorinin totbiqi tizrs avvalki
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illordo baslanmis islor davam etdirilmisdir. Xozina
infrastrukturlarmin texniki tochizati beynolxalq
standartlar saviyyasina catdirilmis, pullarin yenidon
sayllmasi, cesidlonmasi proseslori yenidon qurulmus
vo miasir askinasgesidloyici avadanliglar sistemi
bazasi genislondirilmisdir.

Nagd pul ve qiymatlilorin salamathigini va
omoliyyatlarin tohliikasizliyini tomin etmak magsadila
moveud miithafizs sistemlari tokmillogdirilmis, xozina
saxlanclarinda, pullarin daginmasi vo nagd pulla
omoliyyat aparilan orazilordo olavo videomiisahido
sistemlori qurasdiriimigdir.
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The existing cash management system was evalu-
ated from the viewpoint of increasing the automation
level of all business processes, optimal investment
and carriage of cash in order to reduce cash manage-
ment expenses.

The National Bank’s treasury depositories were
continued to be modernized under the overall treasury
upgrade project launched in the previous years. The
hardware support of the treasury infrastructure was
sophisticated to a level of international standards,
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with the money re-counting and sorting processes
restructured and a new, state-of-the-art bank note
sorting equipment installed.

Arrangements were made to ensure protection of
cash and valuable items and security of transactions.
The existing safeguarding systems were modernized
and additional close-circuit video surveillance sys-
tems were installed in the treasury depositories and
vaults and areas of cash transportation and conduct of
cash transactions.



Azarbaycan Milli Bankinin beynalxalq alaqalari

IX. AZORBAYCAN MILLI BANKININ
BEYNOLXALQ OLAQOLORI

Diinyada bag veran maliyys bohramt va 6lkomizin
getdikco diinya iqtisadi sistemino inteqrasiyasinin
dorinlosmoasi Milli Bankin struktur bélmalarinin
xarici texniki yardima olan ehtiyaclarinin prior-
itet istigamatlorinin daha derinden Gyronilmasini,
vaxtinda ve keyfiyyatli texniki yardimlarm
tomin  edilmesinin  slagolondirilmasini  va
giiclondirilmosini zoruri etmisdir. Milli Bankin
biittin  istiqgamatlorinds faaliyystinin beynalxalq
standartlara uygunlasdirilmasinin  asas  hodof
olmast beynalxalq tacriibenin Oyronilmoesi va
omokdashgm genislondirilmesini, beynolxalq imi-
cin yiiksoldilmosini daha da aktuallagdirmig ve bu
istiqamotdo 2008-ci il orzinde do miivafiq islor
aparilmisdir.

Buislor Milli Bankin garsisina qoyulmus vazifalarin
yerina yetirilmasini tomin etmays, aparilan isla-
hatlar vo modernlogsmo tadbirlorinde bank isinda
zangin tacriibays malik olan xarici markazi banklarim
tocriibasindon faydalanmaga, habelo Milli Bankin
beynalxalq arenada layiqinco tomsil edilmasine
zomin yaratmigdir. Milli Bankin strateji hodaflori
sirasinda 6lkonin maliyye-bank sistemini beynolxalq
standartlara uygun olaraq inkisaf etdirmok va xarici
dovlatlorin maliyys - bank sistemine inteqrasiya
osas istiqamotlordondir. Eyni zamanda Milli Bankin
beynalxalq maliyys institutlari, xtisusen Diinya
Banki va Beynoslxalq Valyuta Fondu ilo slagalorinin
intensivlagdirilmasi vo maliyys sektorunun inkisafi il
olagoadar yeni layiholorin calb olunmasi istigamatindo
isin genislondirilmoasi qarsida duran asas vozifalordon
biri olmusdur.

9.1. Avropaya inteqrasiya

Azorbaycan ilo Avropa lttifaqr (Al) arasinda
olagolorin hiiquqi ve praktiki bazasmin asasi bu
miinasiboatlords yeni imkanlar acan va 1996-c1 ilda
imzalanmig “Torofdashiq vo ©Omokdaslq Sazisi” ilo
qoyulmusdur. Azorbaycan Respublikasi Prezidentinin
2005-ci il 01 iyun tarixli Seroncami ilo yaradilmig
Azorbaycan Respublikasnin Avropaya Inteqrasiya
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tizro Dovlat Komissiyasinda Milli Bank yiiksok
soviyyads tomsil olunmusdur. 2006-c1 ilin 14 noyabr
tarixindo Al ilo Azorbaycan arasinda gobul edilmis
Faaliyyat planinda Milli Bankin toklifi asasinda miia-
sir informasiya texnologiyalarindan istifade etmaklo
regionlarda bank xidmotlorine ¢ixis imkanlarinin
tomin edilmasi, miiasir beynalxalq standartlara uygun
olaraq maliyys bazarlarinin vo maliyya vasitagiliyinin
inkisafi ticlin miivafiq strategiyanin hazirlanmasi,
ohalinin bank sektoruna etibarinin artirilmasi
mogqsadilo Azorbaycanda omanatlorin sigortalanmasi
sisteminin tasis edilmasi, ipoteka kreditlogmasi sis-
teminin hiiquqi bazasmin inkisaf etdirilmasi kimi
masalolor 6z oksini tapmis vo miivafiq dévr arzinds bu
sahalorda ohomiyyatli ireliloyislors nail olunmusdur.
Homginin, Azorbaycanda Tvinning vo TAIEX
Omaliyyatlarmin tatbiqgi layihasinin dastoyi ilo Milli
Bankda bank nozarati imkanlarini artirmaq vo Bazel
[-nin toloblorine uygunlasmaga kegid mogsadilo
yeni layihonin hayata kecirilmosi tizro raziliq slda
edilmisdir.

9.2. Beynalxalq Maliyys Institutlart ilo ©mokdasliq

Beynolxalq Valyuta Fondu (BVF) ekspertlorinin
2008-ci il orzinds Milli Banka miitomadi sofarlori
davam etmisdir. Bu soforlor zamani qisa miiddatdo
inflyasiyanin saviyyesini azaltmaq ve orta miiddstda
inflyasiya prognozlarmin sabitlesdirilmasi ticiin Milli
Bankin apardig siyasatlor, 6lkenin bank sisteminin
hossasligmin qiymotlendirilmasi, mazonno vo faiz
doracasi siyasati, miidaxilo vo sterilizasiya, 2008-ci
ildo bank sisteminds likvidlik soraitinin inkisafi vo
xarici valyuta ehtiyatlarinin diversifikasiya planlari
vo digor masalolor barado BVF ekspertlori ilo
miizakirslor aparilmigdir.

Dinya Banki ilo Milli Bank arasinda 2008-ci
ildo do miixtolif movzular1 ohate edon coxsayli
goriislar kegirilmisdir. Bu goriislordo asason “Olko
Torofdagliq Strategiyasi” gorgivasinds “Olka Iqtisadi
Memorandumu”nun hazirlanmasi, qeyri-neft sek-
torunun davamli inkisafini tomin etmok mogqsadilo
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[X. INTERNATIONAL RELATIONS OF THE
NATIONAL BANK OF AZERBAIJAN

The global financial crisis and deeper integration of
the country into the global economic system required
the National Bank to further investigate the techni-
cal assistance needs of its business units in order to
ensure that such projects are acquired and implement-
ed on time and with quality. As the National Bank’s
operations in all areas need to be further improved to
compliance with international standards, it has faced
the necessity to study international experience and
expand cooperation as well as to improve its interna-
tional perception and appropriate works were taken
during 2008 to this end.

These measures and activities served the purpose of
accomplishing the National Bank’s aims and objec-
tives, benefiting from the expertise of foreign central
banks that have extensive banking experience in the
field of the reforms and modernization processes
concerned as well as ensuring that the National Bank
is duly recognized and represented on the interna-
tional scene. The strategic objectives defined by the
National Bank include development of the national
financial and banking system in accordance with the
international standards and integration into the inter-
national financial and banking system. At the same
time, a priority for the National Bank was to inten-
sify relations with the international financial institu-
tions, especially the World Bank and International
Monetary Fund and acquiring new projects for devel-
opment of the financial sector.

9.1. European Integration

The Partnership and Cooperation Agreement (PCA)
signed between Azerbaijan and European Union (EU)
in 1996 determines the legal basis and establishes
new opportunities for EU’s. Azerbaijan’s partnership
with the European Community continued in 2005
under the European Neighborhood Policy (ENP) pro-
gram. Presidential Decree of June 1, 2005 established
the Azerbaijan Republic’s European Integration State
Committee along the lines of Azerbaijan’s accession
to the European Union’s European Neighborhood
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Policy and development of the Azerbaijan Activity
Plan. Such Activity Plan adopted by the EU and
Azerbaijan on November 14, 2006 covers the fol-
lowing issues as suggested by the National Bank - to
improve access in rural areas to banking services
using state-of-the-art information technologies; to
develop a strategy for development of financial mar-
kets and financial intermediation, in accordance with
the best international practices; to set up an individual
deposit insurance scheme in Azerbaijan in order to
increase public confidence in the banking system;
to develop a legal framework for the mortgage lend-
ing system, which were successfully accomplished.
Also, with the support of the Twinning and TAIEX
Operations in Azerbaijan an agreement was reached
for implementation of a new project for expansion of
the National Bank’s supervisory capacities and transi-
tion to Basel II requirements.

9.2. Cooperation with International Financial
Institutions

International Monetary Fund (IMF) experts contin-
ued their regular mission visits to the National Bank
during 2008. During these visits, discussions were
held with IMF experts with regards to the National
Bank’s policies aimed at minimizing inflation rate
and stabilizing inflation forecasts over a short period
of time, evaluation of the country’s banking system’s
sensitivity, exchange rate and interest rate policies,
intervention and sterilization, development of the
liquidity level of the banking system in 2008 and
plans for diversification of the foreign exchange
reserves as well as other issues.

The National Bank held numerous meetings with
the World Bank representatives during 2008 to discuss
primarily the development of the Country Economic
Memorandum under the Country Partnership
Strategy, provision of recommendations for ensuring
the continuous development of the non-oil sector as
well as the current and future prospects of coopera-
tion between the World Bank and Azerbaijan.
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tovsiyalarin verilmasi, hamg¢inin, Diinya Banki ila
Azorbaycan arasinda cari vo golocok omokdasliq
perspektivlari miizakirs olunmusdur.

Milli Odonis Sisteminin daha da inkisaf etdirilmasi
istigamotindo  “Maliyys Xidmotlorinin Inkisafi”
layihasinin Milli Bank komponenti ¢argivasinda 6danis
sistemlorinin inkisaf strategiyasi Avropa ©Omanat
Banklar1 Qrupunun moslohatgisi calb edilmokla
hazirlanmigdir. Eyni zamanda, bu layiha ¢argivasinda
uzaq kend yerlorinds maliyys xidmatlorina ¢ixis
imkanlarinin artirilmast  maqsadilo  “Azarpogt”
Dévlat  Milossisasinin institusional va xidmat
gabiliyyatinin yaxsilagdirilmasi vo onun maliyya
xidmotlori gostormok imkanlarinin giiclondirilmoasi
istiqamatinds asasli iglor goriilmisdiir.

RAMP programi ¢ar¢ivesinde Diinya Bankinin
miitoxossislori torofindon xarici aktivlorin idars
olunmasi potensialmin giiclondirilmasi tizro Milli
Banka texniki yardim gostorilmisdir.

Avropa Yenidonqurma vo Inkisaf Banki (AYIB)
ilo Azorbaycanda maliyys sektorunun giiclonmasi
istigamotindo omokdasliq davam etdirilmokdadir.
AYIB-in tosdiq edilmis ii¢ illik Olka iizra Strategiyas
dovriindo  dostoklonmosi noazordo tutulan osas
sahalordan biri do maliyya sektorudur.

AYIB Azorbaycanda foaliyyoto basladigi dovrdon
2008-ci ilin sonunadak timumilikdo 6lks vo regional
saviyyali 90-dok layihani dastoklomigdir. Maliyya
sektoru lizra faaliyyat istiqgamoti bank sisteminda
aparilan islahatlar, maliyys siyasati va respublikanin
maliyyo institutlarina dair golocok siyasatin togkili
vo hoyata kegirilmosing yonoldilmis AYIB hazirda
respublikamizin @i¢ bankinin sohmdar kapitalinda
istirak edir.

Asiya Inkisaf Banki (AIB) ilo Milli Bank arasinda
six amokdasliq olagolori 2008-ci il orzinds do davam
etdirilmisdir. Belo ki, AIB-in Azarbaycandaki daimi
niimayandaliyi ila bank sektoru iizra miitomadi infor-
masiya miibadilosi aparilmisdir. AIB torafindon
2008-ci il orzindo Elektrik Enerjisinin 6tlirtilmosi
Layihosi tizra 160 mln. ABS dollar1 va Nogliyyat
Sobokasinin Inkisafi Layihosi tizro 55,4 min., ABS
dollar1 mablaginds kredit vo Damiryolu Sektorunun
Inkisafi {izro 1 mIn. ABS dollar1 mablogindo texniki
yardim miiqavilasi imzalanmisdir.

Milli Bankin Beynslxalq Hesablagmalar Banki
(BHB) ilo qarsiliglt omokdaghgimiz ¢argivasinda
2008-ci ildo do BHB il texniki yardim va treyninglorla
baglt is¢i qaydasinda yazismalar aparilmisdir.
Eyni zamanda Milli Bankin omokdast 2008-ci ildo
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BHB tarafinden togkil olunan Texniki yardim {izra
Koordinatorlar qrupunun iclasinda istirak etmisdir.

9.3. Xarici markozi banklarla omokdasliq

Azarbaycan Milli Bankinin foaliyyatinin qabagcil
Avropa olkalarinin markazi banklarinin saviyyasina
catdirmaq magsadils il arzinds inkisaf etmis dlkalarin
morkozi banklari ilo méveud omokdashq olagolori
inkisaf etdirilmis va yeni alagalorin yaradilmasi tizra
miivafiq tadbirler goriilmiisdiir.

Isvecro Milli Banki (IMB) ilo ikitorafli amokdasliq
olagolorimiz bu il do ugurla davam etdirilmigdir.
Il orzindo qarsihght yazigmalar vo sofarlor hoyata
kecirilmisdir. Isvecra Milli Bankimim ekspertlorinin
il orzindo Milli Banka soforlori tagkil edilmisdir.
Sofar ¢argivasinda statistik molumatlar bazasinin
tokmillosdirilmaesi,  homg¢inin,  informasiya
texnologiyalar1 departamentinin is¢i heyatinin
pesakarligi vo insan resurslarinin idars olunmasi
masalalari tizro maslohat xidmoti gostorilmisdir.

Almaniya Bundesbanki ila amokdasliq 2008-ci ildo
do yiiksok soviyyado davam etdirilmisdir. 1l orzindo
Bundesbankla Milli Bank arasinda qarsiliglt soforlor
hoyata kegirilmigdir.

I orzindo Tiirkiya, Polsa, Fransa, Cexiya, Avstriya
morkozi banklari ilo ikitorafli amokdasliq slagolori
davam etdirilmis, miivafiq masolslor tizra yazismalar
apartlmisdir. 2008-ci ildo Milli Bankin amokdaslart
geyd edilan banklar tarafindan togkil edilmis seminar-
larda istirak etmislor.

Homginin il orzinda Cin, Koreya, Yaponiya,
Ingiltors, Niderland, italiya, Qazaxistan vo digor
6lkalarin markozi banklart ilo miixtalif istiqamatlorda
omokdasliq olagolorinin  genislondirilmasi iizra
tadbirlor hoyata kegirilmisdir.

9.4. Beynolxalq donor toskilatlari ilo omokdasliq

Milli Bank 2008-ci ildo do Isvecranin Iqgtisadi
Masalalar tizro Dovlat Katibliyi (SECO) ilo Texniki
Yardim vo Treyning Programlar1 (TYTP) gargivasinda
omokdasgligt davam etdirmigdir. Homginin, TYTP
carcivasinda Pul siyasati, Tadgiqatlar, Statistika va
Insan resurslari departamentlori iizro ekspertlorin
Milli Banka timumilikde doqquz soafori toskil
edilmigdir. Sofarlor ¢arcivasinda ekspertlor miixtalif
saholor {izra texniki yardim gostormislor.

Maliyya Texnologiyalarinin Otiiriilmosi {izra
Agentlik (ATTF) ilo amokdasliq ¢ar¢ivasinde ATTF-
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Under the National Bank component of the
Financial Services Development project aimed at fur-
ther developing the National Payment System, a con-
sultant from the European Savings Bank Group was
hired to develop the concept of the said component.
Also, under the said project, considerable efforts were
taken to improve the institutional and service capaci-
ties of the Azerpost State Enterprise and to enhance
its ability to provide financial services.

Under the RAMP program, the World Bank experts
provide technical assistance on “Risk Management”
with a view to enhancing the foreign asset manage-
ment capacity.

The European Bank for Reconstruction and
Development (EBRD) continues to work closely with
Azerbaijan with a view to strengthening the country’s
financial sector. The financial sector is one of the
main areas envisaged for the EBRD’ support during
the 3 year period of the Country Strategy approved
by the bank.

EBRD has provided support to 90 country and
regional projects since the beginning of its opera-
tion in Azerbaijan to the date. EBRD, which seeks
to support the banking reforms, financial policy and
the development and implementation of the future
policy regarding the country’s financial institutions,
currently owns shares in three banks of the country.

Asian Development Bank (ADB) continued its
intensive cooperation with the National Bank during
2008. Thus, ADB’s resident representative office in
Azerbaijan has regularly shared information on the
banking sector. Loan agreements for USD160 mln for
the Power Transmission Power and USD55.4 min for
the Transport Network Development Project as well
as a technical assistance project agreement for USD1
mln for the Railway Sector Development were signed
with the ADB during 2008.

National Bank’s relations with the Bank for
International Settlements (BIS) have been further
developing over the past years. In 2008, NBA pro-
ceeded with working communications with the BIS
regarding technical assistance and training courses.
At the same time, the National Bank’s employ-
ees attended the Coordinator Group meeting for
Technical Assistance organized by the BIS in 2008.

9.3. Cooperation with foreign central banks

The National Bank of Azerbaijan sought to further
develop the existing relations and build new contacts
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with the central banks of developed countries dur-
ing the year in order to improve its operations to the
level of the central banks of the leading European
countries.

Our bilateral relations with the National Bank
of Switzerland (NBS) were successfully continued
during this year too. The two banks exchanged com-
munications and trips during the year. Experts of the
National Bank of Switzerland visited the National
Bank during the year. During the visits advisory serv-
ices were provided on how to improve the statistical
database as well as to enhance the skills and level of
professionalism of the IT department staff and how
to effectively address human resource management
issues.

Cooperation with the German Bundesbank was
also continued at the highest level. During the year,
Bundesbank and National Bank exchanged business
trips and study tours.

During the last year, bilateral cooperation relations
were continued with the central banks of Turkey,
Poland, France, the Czech Republic, and Austria.
Our banks exchanged communications during the
year regarding various issues. In 2008, the National
Bank’s employees attended seminars organized by
the aforementioned banks

Also, during the year, efforts were taken to enhance
cooperation with the central banks of China, Korea,
Japan, England, the Netherlands, Italy, Kazakhstan
and other countries.

9.4. Cooperation with international donor institutions

In 2007, the National Bank continued its coop-
eration with the Swiss Secretariat for Economic
Affairs (SECO) under the Technical Assistance and
Training Program (TATP). In addition, experts of
the Monetary Policy, Research, Statistics and Human
Resources Departments visited the National Bank
under the TATP to deliver technical assistance on a
variety of topics nine times.

Under the framework of cooperation with the
Agency for Transfer of Financial Technology during
the year ATTF experts organized four seminars on
significant aspects and subjects of banking for our
country’s banking and financial institutions.

Under the USAID-sponsored Azerbaijan Financial
Stability Support Program (2007-2009) Asset and
Liability Management, Risk Management and Risk-
based Supervision Principles and Experience semi-



Azarbaycan Milli Bankinin beynalxalq alaqalari

in ekspertlori torafindon il arzinds bank¢iligm aktual
saholari tizro olkemizin kommersiya banklart vo
maliyya institutlarinin amokdaslari {i¢tin dord semi-
nar togkil edilmisdir.

“Azorbaycanda Maliyys Sabitliyino  dastok
Programi” (2007-2009) (USAID) carcivasinda
nozarat, monetar siyasot vo insan resurslari bloklar
tizra “Aktiv vo passivlarin idars edilmasi”, “Risklarin
idara edilmasi” vo “Risk yoniimlii nazarat prinsiplari vo
tocriibasi” movzularinda seminarlar togkil edilmis vo
maslohat xidmatlorinin gostorilmasi tigiin beynoalxalq
ekspertlor colb olunmusdur. Program ¢argivasinda
25 noyabr 2008-ci il tarixdo Milli Bank vo USAID
arasinda “Maliyyos Sabitliyino dostok Proqrami”
(2007-2009) ilo baglt Anlagsma Memorandumunun
imzalanmas! ilo olagadar toskilati islor gériilmisdiir.

Almaniya Inkisaf Banki (KfW) ilo ©manatlorin
Sigortalanmasi Fondu, Kredit Zomanoti Fondunun
isinin tokmillogdirilmasi va digar istigamatlords yaxin
omokdasliq alagalori cari ilds do davam etdirilmisdir.
KFW hazirda 6lkodo miixtolif aktiv ve hazirliq
marhalasinds olan layiholords istirak edir.
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9.5. Milli Bankin donor faaliyyati

Azorbaycan Respublikast  Milli Banki 6z
foaliyyotindo ohomiyystli toraqgiye malik oldugu
istigamatlor fizro texniki yardim gostormok niyyoti
ila 2008-ci ilds donor faaliyyati sahasinda do miivafiq
todbirlor hoyata kegirmigdir. Milli Bank &ton illar
orzindo qabaqcil diinya standartlari saviyyesinda
formalasmis vo digor 6lkolarin morkozi banklar
tictin maraq kasb edon saholords Milli Bankin yardim
gostormak imkanlarinin oldugu boyan edilmisdir.
Milli Bankin donorluq faaliyyati ¢ar¢ivasinda
Qazaxistan Milli Banki, Ozbokistan Morkazi Bank,
Qirgizistan Morkozi Banki vo Ukrayna Markozi
Bankinin niimayands heyatinin tocriibo miibadilosi
moagqsadile Milli Banka sofarlari tagkil edilmisdir.
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nars were organized for the supervisory, monetary
policy and human resources staff and international
experts were hired to provide advisory services.
Under the program, arrangements were made for the
National Bank and USAID to sign a Memorandum of
Understanding with respect to the Financial Stability
Support Program (2007-2009) on November 25,
2008.

Cooperation relations were also continued with
Germany’s Development Bank (KfW) with respect to
the creation of the Individual Deposit Insurance Fund
and other activities. KfW currently participates in dif-
ferent projects, both active and the pipeline.

9.5. National Bank’s donorship

With a view to providing technical assistance in
areas where it has accomplished significant progress,
the National Bank of Azerbaijan acted as a donor in
2007. The National Bank declared its willingness
and ability to provide assistance in areas where it
had formed expertise based on international stand-
ards and which are of interest for other countries’
central banks. Using the National Bank’s donorship,
the Central Bank of Kazakhstan, Central Bank of
Uzbekistan, Central Bank of Kirgizstan and Central
Bank of Ukraine representatives visited the National
Bank on study tours.
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X. INSAN RESURSLARI VO
DAXILI AUIDT

10.1. Tnsan resurslarinin idars edilmasi

2008-ci ilde Milli Bankin gargisinda duran miihiim
strateji hodoflorin hayata kegirilmosi {iglin banka
yiiksok potensiala malik pesokar kadrlarin colb
edilmosi, onlarin miitomadi inkisafina nail olmaqla
adekvat insan kapitalinin formalagdirilmasi vo banka
baghligmin tomin edilmosi kimi moqgsadlor garsiya
goyulmusdur. Biitiin bunlar iso biitvlikdo insan
resurslarinin idare edilmasi prosesine yeni yanagma
tolob etmisdir. Bu magsadlas, hesabat ili Milli Bankda
insan resurslari ili elan edilmis, ilk 6nco Milli Bankda
insan resurslarinin rolu, osas funksiyalari, statusu,
solahiyyatlori va digor bu kimi masalalari oks etdiran
Insan Resurslar1 Strategiyasi islonib hazirlanmis,
insan resurslarinin idara edilmasinin asas prinsiplorini
vo elementlorini ohato edon “Insan resurslarmin idaro
edilmasi siyasati” qabul edilmigdir.

Insan resurslarmin  beynolxalq standartlara
miivafiq optimal idaro edilmesini tomin eden
insan resurslar1 institutunun formalagmasi Insan
Resurslar Strategiyasinin asas istiqamoatlorindon biri
kimi miiayyanlogdirilmis vo bu todbirler sirasinda,
ilkin olarag, Insan resurslari departamentin struk-
turu tokmillosdirilmis,  yeni s6ba yaradilmis,
sobolorin funksiya vo solahiyystlori yenidon
miioyyonlogdirilmis, departamentdos aparilan islahat-
lar va struktur doyisiklori ilo slagadar olaraq depar-
tamentin yeni Osasnamosi iglonib hazirlanmigdir.

Digar strateji istiqamat kimi, insan resurslarmin
idaro edilmosi tizra movcud  prosedurlarin
tokmillogdirilmesi vo beynalxalq standartlara
uygunlasdiriimasi ¢or¢ivasinda daha pesokar kadrlarin
banka colb edilmasi magsadils igo gobul sisteminin
beynalxalq standartlara miivafiq formalagdiriimasi
isi aparilmusdir. Ilkin olaraq, prosesin beynalxalg
standartlara uygun hayata kegirilmosini sortlondiran
“Azorbaycan Respublikasinin Milli Bankinda iso
gobul qaydalar1” yeni variantda iglonib hazirlanmis, 2
isa qabul kampaniyasi hoyata kegirilmisdir. Naticada
il arzinda 53 nafar iso qobul olunmusdur.

Iso qobul prosesindo miiraciotlor  tamamilo

)

avtomatlagdirilmis vo elektron miiraciot anketlori
vasitasilo qobul edilmig, test imtahaninda
qruplasdirilmig professional test suallar1 toplusu va
optik yoxlama cihazi vasitasi ilo emal olunan xtisusi
cavab blanklar1 totbiq edilmisdir. Bunlar miiracistlorin
emalnin  stirotlondirilmasine, omsliyyat riskinin
azalmasma va son noticods daha pesokar kadrlarim
secilmosine imkan vermisdir. Avtomatlagdirilmig
testlogdirmo layihosi icra edilmigdir. “Azorbaycan
Respublikasimin Milli Bankinda is¢ilarin fealiyyatinin
qiymatlondirilmoesi sistemi haqqinda Qaydalar”
islonib hazirlanmigdir.

Xisusi hazirhiga malik kadr potensialinin qorunub-
saxlanilmasi, onlarin banka bagliligimin tomin
edilmosi va yiiksok saviyyali kadrlarin banka colb
edilmesi mogsadilo Milli Bankda motivasiya sis-
teminin yaradilmasma baglanmigdir. Motivasiya
sisteminin  reallasdirilmast  mexanizmlorinin
hazirlanmast magqsadilo vozifolarin kateqoriyalar
tizro tosniflogdirilmasi istiqametinds is aparilmis vo
noticado  baza amok haqqi sisteminin qurulmasi
isi tamamlanaraq 2008-ci ilin 03 mart tarixinden
etibaron tatbiq edilmisdir.

Baza omok haqq sisteminin totbiginin mantiqi
davam olaraq maddi va qeyri-maddi havaslondirma
alotlorini  6ziindo oks etdiron “Azorbaycan
Respublikasinin Milli Bankinda motivasiya sistemi
haqqinda Qaydalar” islenib hazirlanmigdir.

Todrisin  ohomiyyatinin artmasini  vo onun
omokdaslarin motivasiyasinin on mithiim alstlorinden
birina ¢evrilmasini nazers alaraq hesabat ilinds insan
resurslarinin idara edilmasi tizro miihiim strateji
hodaflordan biri tohsil sisteminin tokmillosdirilmasi vo
institutlasmasi olmusdur. Bu hadafin reallagdiriimasi
mogqsadilo AMB-ds insan resurslarmin inkisafina va
tohsilin institusionallagsmasina hodaflonon “Tohsil
Strategiyas1” vo yeni “Azorbaycan Respublikasi
Milli Bankinda tohsilin toskili Qaydalar1” islonib
hazirlanmigdir. ~ Strategiyanin toloblorine miivafiq
olaraq tohsil funksiyasmi dostokloyon qisa miiddatli
todbirlor sirasinda orta menecmentin  inkisafi
mogsadlo Menecment inkisaf  proqrami islonib
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X. HUMAN RESOURCES AND
INTERNAL AUDIT

10.1. Human resources management

With respect to human resources management in
2007, the National Bank’s primary objective was to
pursue a policy designed to ensure timely provision of
highly qualified staff that would meet its operational
needs as they arise, to form an adequate human capi-
tal in order to ensure their continuous development as
well as to address the financial and moral needs and
requirements of the staff to increase their productivity
and commitment to the bank. To this end, the report-
ed year was declared the human resources year at
the National Bank, a Human Resources Strategy was
developed that reflects the role, main function, status,
authorities and other issues relating to the human
resources and the Human Resources Management
Policy was adopted that covers the main principles
and elements of human resource management.

Creation of a human resources institute that would
provide for optimal management of human resources
in compliance with best international practices was
defined as a priority area of the Human Resources
Strategy. Under this initiative, first of all, the struc-
ture of the Human Resource Department was upgrad-
ed, a new unit was established, the units’ functions
and authorities were redefined, and a new Regulation
for the department has been developed in order to
support the reform and structural adjustments cur-
rently underway in the department.

As another strategic objective, the recruitment sys-
tem was formed in compliance with best international
practices in order to hire more professional human
resources under the framework of improving the
existing human resources management procedures
into compliance with international standards. First of
all, the National Bank’s Recruitment Regulation has
been re-drafted and 2 recruitment campaigns were
conducted. As a result 53 individuals were hired dur-
ing the year.

The job application process was fully automat-
ed using electronic application forms with special
response forms processing using a grouped profes-
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sional test questionnaire and optical verification
device during the tests. All these measures have
allowed for accelerating the processing of applica-
tions, reducing the operational risk and, finally,
selecting more professional human resources. An
automated testing project was implemented. The
Regulation for Staff Appraisal System of the National
Bank of the Republic of Azerbaijan was developed.

The National Bank started implementing the staff
motivation system in order to maintain the labor force
with a special set of skills, ensure their commitment to
the bank and also to attract highly professional cadre
to the bank. The jobs were classification by categories
in order to develop the mechanisms for implementing
the motivation system and, consequently, the baseline
salary system implementation works were completed
and the system has been applied since March 3, 2008.

As a continuation of efforts to implement the base-
line salary system and reflecting the non-material
incentives, the Regulation for Motivation System of
the National Bank of the Republic of Azerbaijan was
developed.

Since institutionalization and restructuring of the
NBA'’s training processes has become a major reform
objective of the National Bank, improvement and
organization of the NBA’s training and education
processes has turned into the next significant target
and task for the human resource management func-
tion. In order to realize this objective, the NBA
developed the Education Strategy and the regulation
for Organization of Training at the National Bank
of Azerbaijan designed to help develop and institu-
tionalize training of human resources of the NBA.
According to the goals of the strategy, a Management
Development Program was developed in order to
develop the mid-level management capacity among
the short-term measures supporting the training func-
tion and also an Orientation Program was developed
and implemented for new hires under the recruitment
campaigns. During the year training courses were
delivered for both in- and out-of-the-bank fields. 92
employees had scored a total of 161 attendances of
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hazirlanmis vo totbigina baslanilmis, habels, iso
gobul  kampaniyasi cargivasinda yeni omokdaslar
tictin “Oriyentasiya proqrami” hazirlanmig va tatbiq
edilmisdir. 11 orzindo tadrisin togkili bankxarici vo
bankdaxili formalarda hoyata kegirilmigdir. Xarici
olkalarda seminarlar, konfranslar, tacrubs mubadilasi,
xidmoti islor vo goriislorda 92 omokdasin biitovlikda
161 sayda istiraki tomin edilmis, bankdaxili tadriso
75 nofor miitoxassis calb edilmisdir. Umumiyyatla,
il orzindo bank miitoxassislorinin 62 %-i miixtolif
istiqamatlor {izra tadrisa calb olunmuslar ki, bunlarin
da yaridan goxu xarici todrisin paymna distir.

2007-ci illo miiqayisada 2008-ci ildo tadrisa calb
olunanlarin say1 10 % artmis, isdon azad olunanlarin
say1isa 25% azalmigdir.

Umumiyyatla, ilin sonuna Milli Bank aparatinin
vo onun tabeliyindo olan idarslorin isgilorinin stat
say1 708 vahid, o cimlodan statistik hesabat tizra 603
vahid olmusdur. Iscilorin faktiki say1 miivafiq surotdo
603 va 444 vahid toskil etmigdir. Markozi aparat {izra
ali tohsilli miitoxassislor torafindon tutulmali olan
vozifalarin komplektlosmoa soviyyasi 76% olmusdur.

AMB-do  korporativ madoniyystin inkisafi
car¢ivasinda  “Azorbaycan Respublikast  Milli
Bankinda etik-davranis qaydalar’” va yeni

omokdaslar ti¢iin oriyentasiya prosedurunun samarali
togkiline xidmot edon “Tolimat kitabgasi”islonib
hazirlanmigdir;

10.2. Daxili audit

2008-ci ildo Milli Bankda daxili audit Avropa
Moarkazi Bankinin Daxili Auditorlar Komitasinin
risklori giymatlondirme Metodologiyasi osasinda
hazirlanmus is planina uygun olaraq toskil edilmisdir. Is
plani resurslarin somarali béliisdiiriilmasini vo AMB-
nin biitiin foaliyyat saholorinin daxili audit xidmoti
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ilo ohata edilmasi magsadlarina fokuslagmisdir. Milli
Bankin markazi ofisinda 5, orazi idarslorinds iso 9
tematik vo 10 kompleks audit yoxlamalari hoyata
kegirilmisdir

2008-ci ildo Milli Bankda Informasiya
Texnologiyalarinin (IT) idara olunmast, tohliikasizliyi
vo auditi {izro beynolxalq standartlarm (COBIT
4.0) totbiqi tizro islor davam etdirilmisdir. IT-nin
idars olunmasi sahosinde COBIT 4.1 standartlarinin
Milli Bankda tam totbiginin standartlara uygun
olaraq “Planlagdirma vo togkil”, “Monitorinq va
giymatlondirma”, “Oldaetma va totbiq”, “Tachizat
vo dostok” domenlori vo 34 IT prosesi iizro basa
catdirilmasi istigamoatindo “Deloitte and Touche”
beynalxalq auditor sirkati torafindon xiisusi layiho
corgivasindo miivafiq isler goriilmiisdiir. COBIT 4.1
standartlarinin “Planlagdirma va tagkil”, ”Monitoring
vo qiymatlondirms” domenlarinin 14 prosesi
tizro miivafiq prosedur qaydalar vo indikatorlar
hazirlanmigdir.

[T-nin auditinin aparilmasi tizro metodologiyanin
vo PO 9 risklorin giymotlondirilmasi vo ME 2
daxili nazaratin monitoringi vo qiymatlondirilmosi
proseslori {izra qaydalarin hazirlanmasi ilo bagh
“Deloitte and Touche” beynalxalq auditor sirketi
torofindon COBIT 4.1 standartlarimin IT risklorin
giymotlondirilmasi (PO 9) vo daxili nazaratin moni-
toringi va qiymatlondirilmasi (ME 2) proseslorinin
prosedur qaydalari islonmisdir.

2008-ci il tgiin daxili resurslarm inkisafi
istigamotinde Daxili Auditorlar Institutunun v
ISACA (informasiya Sistemlorinin Auditi vo Nozarati
Assosiasiyasi) assosiasiyasinin  sertifikatlarmin
almmasi istiqgamatinda faaliyyato baglanmis, bununla
olagadar bir omokdas ISACA assosiasiyasina iizvliiyo
gobul olunmusdur.



Human Resources and Internal Audit

foreign country seminars, conferences, experience
sharing events, service trips and meetings, with 75
experts drawn to in-bank training. In general, 62%
of the bank’s experts received training on various
subjects, of which over a half relates to training in
foreign countries.

As compared to 2007, the number of persons who
received training in 2008 increased by 10%, while the
number of resigned persons declined by 25%.

In general, the staff list personnel of the National
Bank’s head office and regional offices counted
708 positions, including 603 positions according to
statistical report. The actual number of employees
was 603 and 444 respectively. The fill-in rate at the
head office by experts with higher education counts
to about 76%.

Under the project of improving the NBA’s corpo-
rate culture, the Code of Ethics of the National Bank
of Azerbaijan and the Instructions serving the pur-
pose of effectively organizing orientation procedures
for new hires were developed;

10.2. Internal audit

In 2008, internal audit activities were devised based
on the best international practices and were con-
ducted in accordance with a work plan that envisaged
full internal audit coverage of all areas of the National
Bank’s operations. This work plan was prepared in
accordance with the Risk Evaluation Methodology
of the Internal Auditors Committee of the European
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Central Bank. 5 audits were carried out at the head
office of the National Bank, with 9 target and 10
comprehensive audits at regional offices.

Relevant efforts were taken to continue applica-
tion of the international standards for Information
Technology (IT) management, security and audit at
the National Bank (COBIT 4.0) in 2008. The inter-
national auditor Deloitte and Touche executed appro-
priate works in order to complete the Planning and
Organization, Monitoring and Evaluation, Acquisition
and Application, Supply and Support domains and 34
IT process in accordance with the standards of com-
plete application of COBIT 4.1 standards of IT man-
agement of the National Bank. Relevant procedures
and indicators have been developed for 14 processes
of the Planning and Organization and Monitoring and
Evaluation domains of COBIT 4.1 standards.

Deloitte and Touche developed procedures for IT
risk evaluation (PO 9) and monitoring and evaluation
of onsite supervision (ME 2) of COBIT 4.1 standards
in line with development of regulations for IT audit
methodology and PO 9 risk evaluation and ME 2
onsite supervision monitoring and evaluation proc-
esses.

Measures were commenced to acquire a certifi-
cate from the Internal Auditors Institute and ISACA
(Information System Audit and Control Association)
in order to further help develop internal resources
in 2008. In this view, an employee of the bank has
obtained an ISACA membership.
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XI. MILLI BANKIN 2008-CI ILIN YEKUNU UZRO
MALIYYO HESABATLIGI

11.1. Miihasibat ucotu vo hesabati

Bank sistemindo Maliyys Hesabatlarmin Beynalxalq
Standartlarmin (MHBS) tam totbiqine nail olunmasi
2008-ci ildo do Milli Bankin miihasibat ucotu vo
maliyys idareetmasi Uizra prioritet moqsadlorinden
olmusdur. Banklarin maliyys hesabatlarinin
MHBS-nin tolablorine uygunlugu baximindan
qiymotlondirilmasi aparilmis, MHBS-nin tam
totbiqine nail olunmast maqgsadils banklarla qarsiliqli
dialoq rejiminda ¢oxsayli fordi goriislor kegirilmis,
ig prosesinds yaranmis suallara dair metodoloji
yardim gostorilmigdir. Maliyys menecerlsrinin pro-
fessional biliklorinin inkisaf etdirilmasi istigametinda
miixtolif maliyys institutlarinin istiraki ilo genis
todris proqramlar1 toskil edilmis, oldo olunmus
biliklerinin qiymotlondirilmasi ve sertifikatlasmasi
tomin edilmisdir.

Milli Bankin maliyys idarsetmosi vo nozarati
proseslarinin inkisafi, ugot omsliyyat iginin tam
avtomatlagdirilmas1  istiqgamotinde  shomiyyatli
todbirlor hoyata kegirilorok metodoloji  baza
tokmillagdirilmis, yeni Bas miihasibatliq sistem-
inin totbiqi lizro islor gorilmisdir. Eyni zaman-
da yeni Bas mihasibatliq sistemi c¢ar¢ivasinda
biidco proseslorinin vo faliyyato bagl dayer
mithasibathigmin avtomatlagdirilmasina hazirhq isleri
hoyata kecirilmisdir.

Milli Bankda miihasibat ugotu {izra hoyata kegirilon
biitiin tadbirlor miivaffoqiyyatle basa catdirilmis
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vo Milli Bankda mithasibat ugotunun tam olaraq
beynolxalq standartlara uygun aparilmasi vo maliyya
hesabatlarmin MHBS-nin telobleri osasinda tortib
edilmosi tomin olunmugdur. Milli Bankin maliyya
hesabatlarmin har ilin yekunlar1 tizrs diinyanin aparici
audit sirkatlori torefindon kegirilon audit naticolari do
bunu tosdiq edir.

Milli Bankin 2008-ci il maliyys fealiyyatinin
naticelorinin enonavi olaraq Beynolxalq Audit
standartlarina uygun «Ernst & Young» sirkati
torafindon auditi aparilaraq yekunlagdirilmis, audi-
tor rayi ilo tesdiglonmis maliyys hesabatlari, eyni
zamanda kompiiter tominati xidmatlori vo maliyya
hesabatlar1 lizro tovsiyolori 6ziindo oks etdiron
«Roahbarliys hesabat» toqdim olunmusdur. Aparilmig
audit zamam Milli Bankim illik maliyys hesabati,
yoni 31 dekabr 2008-ci il tarixina biton il {izra tortib
edilmig “Balans”, “Manfost vo zeror haqqinda”,
“Pul vesaitlorinin haraketi haqqinda” vo “Kapitalda
doyisikliklor haqqinda” hesabatlarmin atrafl tohlili,
qiymatlondirilmasi va hartorafli yoxlamasi aparilmus,
noticado Milli Bankin maliyys hesabatinin, onun
maliyys voziyyatini, faaliyyet naticolerini ve nagd
pul vasaitlorinin herokatini diizglin va dolgun oks
etdirildiyi audit royi ilo tesdiq edilmisdir. Auditor
rayi ilo tasdiglonmis ilin yekunlar1 haqqinda maliyya
hesabat1 vo hesabat omoliyyat biidcasi haqqinda
molumatlar qanunvericiliyin toloblorine miivafiq
olaraq Azerbaycan Respublikasinin Prezidentina
toqdim edilmisdir.
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XI. NATIONAL BANK'’S 2008 FINANCIAL
REPORTING

11.1. Accounting and reporting

The National Bank’s financial management
and accounting activities were primarily aimed at
completing the banking system’s the accounting
and record-keeping systems’ full transition to the
International Financial Reporting Standards (IFRS).
Commercial banks were evaluated to identify the
status of their accounting function, a number of indi-
vidual instructions were given to banks as part of con-
structive dialogue in order to ensure complete appli-
cation of the IFRS and methodological support was
provided to respond to any issues that may have risen
in course of work. Comprehensive training programs
were organized with involvement of various financial
institutions in order to upgrade the professional skills
of financial managers. All knowledge and skills thus
acquired were evaluated and certified.

Development of the National Bank’s finance
management and control processes, automation of
accounting transactions and improvement of the
methodological base were among the actions contin-
ued and the application of the new General Ledger
system was started. At the same time, as part of the
General Ledger system application preparations were
made to automate the budgeting and activity-linked
cost accounting processes.

All of the National Bank’s accounting efforts have
been completed successfully and the National Bank
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is now fully compliant with the international account-
ing standards in terms of accounting and the [FRS in
respect of financial reporting. The audit reports by the
world’s leading audit firms on the National Bank’s
annual financial statements also ascertain that the
National Bank is in compliance with the IFRS.

As usual, the National Bank’s 2008 financial
performance was audited in accordance with the
International Auditing Standards, and the auditor-cer-
tified financial statements as well as the Management
Report were presented that contains the compu-
ter software services and recommendations relating
to the financial statements. The audit verified the
National Bank’s annual financial statements, that is,
the Balance Sheet, Income Statement, Cash Flow
Statement and Changes in Capital Statement for the
year ended on December 31, 2008 by conducting a
comprehensive analysis, evaluation and inspection
of the statements; consequently, the audit report/
opinion ascertained that the National Bank’s report-
ing provides accurate and complete information on
the bank’s financial position, operating outcomes and
cash flows. The audited annual financial statement
ascertained and the information about the operat-
ing budget were presented to the President of the
Republic of Azerbaijan in accordance with the exist-
ing laws.
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11.2. Miistaqil beynoalxalq audit sirkatinin 2008-ci
ilin yekunu tizro Milli Bankin maliyys hesabati
barada royi

Azorbaycan Respublikast Milli Bankinin Idars
Heyatina:

Biz Azorbaycan Respublikast Milli Bankinin
(“Bank”) 31 dekabr 2008-ci il tarixino balansindan vo
homin tarixde basa catan il Tictin maliyys naticalari,
kapitalda dayisikliklor vo pul vesaitlorinin axini
haqqinda hesabatlardan, habelo mihiim miihasi-
bat ugotu prinsiplori vo digar izahedici qeydlorin
icmalindan ibaret olan maliyys hesabatlariin auditini
apardiq.

Maliyys hesabatlarinin  hazirlanmasi
Rohbarliyin masuliyyati

tigiin

Rahborlik hazirki maliyya hesabatlarmin Beynalxalq
Maliyyas Hesabatlar1 Standartlarina uygun hazirlanmasi
vo diizgiin toqdim edilmasina gora masuliyyat dastyir.
Bu mosuliyyato saxtakarliq va ya sshv {izinden
mithiim tshriflor olmayan maliyys hesabatlarinin
hazirlanmast vo diizgiin teqdim edilmasi {iglin
miivafiq nezaratin planlagdirilmasi, totbiqi ve hoyata
kegirilmasi; miinasib miihasibat ugotu siyasetinin
secilmasi va tatbigi vo miloyyan seraitde miinasib olan
ucot qiymatlondirmalarinin aparilmasi daxildir.

Auditorlarin masuliyyati

Bizim vezifomiz apardigimiz audit yoxlamasi
osasinda hazirki maliyys hesabatlart tizra ray ifads
etmokdir. Biz auditi Beynolxalq Audit Standartlarma
uygun olaraq apardiq. Bu standartlar bizden etika
toloblorina riayost etmoyi vo audit yoxlamasinin
planlagdirilmasi vo aparilmasini maliyys hesabatlarinda
miihiim tohriflare yol verilmadiyins kifayst qadar amin
olacaq torzds hayata kegirmayi tolob edir.

Audit yoxlamast maliyys hesabatlarinda gostorilon
ragemlori vo agiglamalari tostiq edon faktlarin toftis
edilmasini nozorde tutur. Prosedurlarin segilmosi
auditorun mithakimasindan, o ctimloden saxtakarliq
vo ya sohv tiziindon maliyys hesabatlarinda miihiim
tohriflorin edilmasi risklarinin qiymatlondirilmesinden
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asihidir. Bu risklor giymotlondirilorken auditor
miiayyan soraitde miinasib olan audit prosedurlarmin
islonib hazirlanmasi mogsadilo miiessisonin maliyya
hesabatlarmin hazirlanmasi vo  diizgiin toqdim
edilmasine aid olan daxili nazarat elementlorini nozora
alir, lakin bu zaman miisassisonin daxili nazarat sistem-
inin samoraliliyi haqqmnda ray bildirmek moqsedini
glidmiir. Audit yoxlamast homginin totbiq edilon
miihasibat ugotu siyasatinin va rohbarliyin miihasibat
ucotu ilo bagh qiymatlondirmslaerinin mantiqiliyinin,
habels maliyys hesabatlarmm timumiyyatlo teqdim
edilmasinin tohlilini nazards tutur.

Belo hesab edirik ki, slde etdiyimiz auditor siibutu
auditor royimizi bildirmak {iglin kifayost godor osas
yaradir.

Ray

Bizim rayimizo gore, maliyys hesabatlari Bankin
31 Dekabr 2008-ci il tarixine maliyys vaziyyatini va
homin tarixde basa ¢atan il ti¢lin maliyys naticolorini
vo pul vesaitlerinin axmm biitiin mithiim aspektlor
baximindan Beynalxalq Maliyys Hesabatlar
Standartlarma uygun olaraq diizgiin oks etdirir.

Cowd s ‘fwae J/(,(ﬂ;udu () 8,

19 mart 2009-cu il
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11.2. Independent auditor’s report on the
National Bank’s 2008 financial statements

To the Management Board of the National Bank of
the Republic of Azerbaijan

We have audited the accompanying financial state-
ments of the National Bank of the Republic of
Azerbaijan (the “Bank™), which comprise the balance
sheet as at 31 December 2008, and the income state-
ment, statement of changes in equity and cash flow
statement for the year then ended, and a summary of
significant accounting policies and other explanatory
notes.

Management’s Responsibility for the Financial
Statements

Management is responsible for the preparation
and fair presentation of these financial statements in
accordance with International Financial Reporting
Standards. This responsibility includes: designing,
implementing and maintaining internal control rel-
evant to the preparation and fair presentation of
financial statements that are free from material mis-
statement, whether due to fraud or error; selecting
and applying appropriate accounting policies; and
making accounting estimates that are reasonable in
the circumstances.

Auditors’ Responsibility

Our responsibility is to express an opinion on
these financial statements based on our audit. We
conducted our audit in accordance with International
Standards on Auditing. Those standards require that
we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance
whether the financial statements are free from mate-
rial misstatement.

An audit involves performing procedures to obtain
audit evidence about the amounts and disclosures
in the financial statements. The procedures selected
depend on the auditors’ judgment, including the
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assessment of the risks of material misstatement of
the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s
preparation and fair presentation of the financial
statements in order to design audit procedures that
are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness
of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates
made by management, as well as evaluating the over-
all presentation of the financial statements.

We believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis for our
audit opinion.

Opinion

In our opinion, the financial statements present
fairly, in all material respects, the financial position
of the Bank as at 31 December 2008, and its finan-
cial performance and its cash flows for the year then
ended in accordance with International Financial
Reporting Standards.

Cowd s %uaz J{,(ﬂ;w (L) 8y,

19 March 2009
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BALANS HESABATI
31 dekabr 2008-ci il tarixinds basa catan il
(Cadvallarda gostarilon mablaglor min Azarbaycan manat ila ifads olunub)

Qeydlar 2008 2007
Aktivlor
Pul vasaitlori va pul vasaitlarinin ekvivalentlori 5 4,401,467 2,797,514
Qeyri-rezident banklardaki vesaitlor 6 162,149 377,472
Beynolxalq Valyuta Fondu ilo hesablasmalar 7 1,305 8,568
Ticarat qiymatli kagizlart 8 542,073 431,835
Rezident banklara verilmig kreditlor 9,13 201,546 81,214
Qdeme 'mu(%datl tamamlanana gadoar saxlamlan investisiya 10, 13 209.805 132.424
qiymotli kagizlart
Omlak va avadanliglar 11 30,891 25,681
Qeyri-maddi aktivler 12 6,691 5,396
Sair aktivlar 13, 14 27,430 49,964
Comi aktivler 5,583,357 3,910,068
Ohdaliklor
Dovriyyada olan banknotlar va sikkolor 15 4425821 2,911,155
Kredit taskilatlar1 qarsisinda ohdaliklor 16 567,597 529,314
Hokumet idaralari garsisinda 6hdoliklar 17 605,567 37,236
Sair deposit hesablari 18 1,282 1,027
Buraxilmis borc qiymatli kagizlari 19 149,563 251,854
Digar beynslxalq maliyya institutlar qarsisinda dhdaliklor 20 7,610 5,481
Beynolxalq Valyuta Fondu qarsisinda dhdaliklor 7 64,203 87,115
Sair dhdoaliklor 14 7,113 983
Comi ohdsliklor 5,828,756 3,824,165
Kapital
Nizamnams kapitalt 21 10,000 10,000
Kapital ehtiyatlart 21 (255,399) 75,903
Comi (defisit) kapital (245,399) 85,903
Comi ohdoliklar va kapital 5,583,357 3,910,068

108-194 sohifalords olava edilon qeydlor hazirki maliyys hesabatlarinin torkib hissasidir.
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BALANCE SHEET
As of 31 December 2008
(Figures in Tables are in Thousands of Azerbaijani Manats)

Qeydlor 2008 2007
Assets
Cash and cash equivalents 5 4,401,467 2,797,514
Amounts due from credit institutions 6 162,149 377,472
Special Drawing Rights holdings with the
International Monetary Fund ! 1,305 8,568
Trading securities 8 542,073 431,835
Loans to banks 9,13 201,546 81,214
Investment securities held to maturity 10, 13 209,805 132,424
Property and equipment 11 30,891 25,681
Intangible assets 12 6,691 5,396
Other assets 13, 14 27,430 49,964
Total assets 5,583,357 3,910,068
Liabilities
Money issued in circulation 15 4,425,821 2,911,155
Amounts due to credit institutions 16 567,597 529,314
Amounts due to government organizations 17 605,567 37,236
Amounts due to customers 18 1,282 1,027
Debt securities issued 19 149,563 251,854
Amounts due to international financial institutions 20 7,610 5,481
Amounts due to the International Monetary Fund 7 64,203 87,115
Other liabilities 14 7,113 983
Total liabilities 5,828,756 3,824,165
Equity 21 10,000 10,000
Paid-up capital 21 (255,399) 75,903
(Accumulated losses) retained earnings (245,399) 85,903

5,583,357 3,910,068
Total liabilities and equity

The accompanying notes on pages 109 to 195 are an integral part of these financial statements.
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MONFOOT VO ZOROR HAQQINDA HESABAT
31 dekabr 2008-ci il tarixinds basa ¢atan il
(Cadvallards gostarilon mablaglor min Azarbaycan manat ila ifada olunub)

Qeydlor 2008 2007
Faiz galiri
Qeyri-rezident banklardaki vosaitlor 108,640 109,065
Rezident banklara verilmis kreditlor 13,554 9,150
Odoma miiddoti tamamlanana qodar saxlanilan investisiya
. S 318 597
qiymatli kagizlar
Digar 199 230
122,711 119,042
Ticarat qiymatli kagizlar 19,812 13,596
142,523 132,638
Faiz xorci
Buraxilmig borc qiymatli kagizlari (12,727)  (14,012)
Hokumat idaralari tizra (120) (72)
Digar beynalxalq maliyya institutlari qarsisinda 6hdaliklar tizra (50) (57)
Digor (519 (391)
(13,416)  (14,532)
Xalis faiz galiri 129,107 118,106
Faiz hesablanan aktivlor {izra deyarsizlogma xarci 13 (18,431) (5,603)
Dayarsizlogsma xarcindan sonra xalis faiz galiri 110,676 112,503
Xalis haqq vo komissiya galiri 23 6,133 5,879
Xarici valyuta omoliyyatlarindan xalis golir (zaror):
- yenidon qiymotlondirms iizro (402,115)  (62,208)
- diling amaliyyatlari tizra 18,152 1,587

Ticarst qiymatli kagizlarin yenidon qiymotlondirilmesindon xalis

(zarar) golir (2,622) 8,286

Téromo maliyys alastlorinin yenidon qiymotlondirilmesindon xalis

Jararlor 14 (6,214) (170)
Digar galirlor 24 2,190 89
Xalis qeyri-faiz zararlori (384,476)  (46,537)
Iscilar tizra xarclor 25 (10,224) (6,470)
Kohnalma va amortizasiya 11,12, 25 (6,448) (4,067)
Digor omaliyyat xarclori 25 (40,830)  (26,531)
Qeyri-faiz xarclori (57,502) (37,068)
Cari ilin (zarari) manfoati (331,302) 28,898

108-194 sohifalorda olava edilon qeydlar hazirki maliyys hesabatlarinin torkib hissasidir.
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INCOME STATEMENT
For the year ended 31 December 2008
(Figures in Tables are in Thousands of Azerbaijani Manats)

Qeydlor 2008 2007

Interest income
Amounts due from credit institutions 108,640 109,065
Loans to banks 13,554 9,150
Investment securities held to maturity 318 597
Other 199 230
122,711 119,042
Trading securities 19,812 13,596

142,523 132,638
Interest expense

Debt securities issued (12,727)  (14,012)
Amounts due to government organizations (120) (72)
Amounts due to international financial institutions (50) (57)
Other (519) (391)
(13,416)  (14,532)
Net interest income 129,107 118,106
Impairment charge for interest-bearing assets 13 (18,431) (5,603)
Net interest income after impairment charge 110,676 112,503
Net fee and commission income 23 6,133 5,879
Net gains (losses) from foreign currencies:
- translation differences (402,115)  (62,208)
- dealing 18,152 1,587
Net (losses) gains from trading securities (2,622) 8,286
Net losses on revaluation of derivative financial instruments 14 (6,214) (170)
Other income 24 2,190 89
Net non-interest losses (384,476) (46,537)
Personnel expenses 25 (10,224) (6,470)
Depreciation and amortisation 11,12, 25 (6,448) (4,067)
Other operating expenses 25 (40,830)  (26,531)
Non-interest expenses (57,502) (37,068)
Net (loss) profit for the year (331,302) 28,898

The accompanying notes on pages 109 to 195 are an integral part of these financial statements.
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KAPITALDA DOYISIKLIKLOR HAQQINDA HESABAT

31 dekabr 2008-ci il tarixindo basa ¢atan il
(Cadvallarda gostarilon mablaglor min Azarbaycan manat ila ifads olunub)

31 dekabr 2006-c1 il
il tigiin xalis monfaot
31 dekabr 2007-ci il
i1 iciin xalis zorar

31 dekabr 2008-ci il

108-194 sohifolords alava edilon geydlor hazirki maliyys hesabatlarinin torkib hissosidir.

Nizamnams kapitalt

10,000

10,000

10,000

Kapital ehtiyatlari

47,005
28,898
75,903

(331,302)

(255,399)

Comi (defisit)
kapital

57,005
28,898
85,903
(331,302)
(245,399)
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STATEMENT OF CHANGES IN EQUITY
For the year ended 31 December 2008
(Figures in Tables are in Thousands of Azerbaijani Manats)

(Accumulated

. losses) Total (deficit)

Capital retained earnings equity

31 December 2006 10,000 47,005 57,005
Net profit for the year - 28,898 28,898
31 December 2007 10,000 75,903 85,903
Net loss for the year - (331,302) (331,302)
31 December 2008 10,000 (255,399) (245,399)

The accompanying notes on pages 109 to 195 are an integral part of these financial statements.
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PUL VOSAITLORININ AXINI HAQQINDA HESABAT
31 dekabr 2008-ci il tarixindo basa ¢atan il
(Cadvallards gostarilon mablaglor min Azarbaycan manati ilo ifada olunub)

Qeydlar 2008 2007
omoliyyat faaliyyatindan pul vasaitlorinin axim
Almmug faiz 145,340 125,902
Odonilmis faiz (14,018) (14,938)
Almmis haqq ve komissiya 6,759 6,861
Odanilmis haqq v komissiya (626) (982)
Ticarat qiymatli kagizlardan xalis (zorar) golirlor (5,740) 2,400
Toromo maliyys alatlorinin yenidon qiymatlondirilmasindon xalis
zararlor (170) (169)
Xarici valyuta ila diling amaliyyatlarindan alda olunan
reallagdirilmig xalis galir 18,152 1,587
Digar galirlor 2,190 89
Iscilor tizra 6donilmis xarclor (10,224) (6,388)
Odanilmis digar amaliyyat xorclori (40,830) (26,536)
omsliyyat aktivlarinda vo 6hdsliklorinds dayisikliklardon
avval amaliyyat faaliyystindan pul vasaitlorinin axim 100,833 87,826
Omaliyyat aktivlerinds xalis (artim) azalma
Qeyri-rezident banklardaki vasaitlor 211,225 (5,210)
Beynolxalq Valyuta Fondu ilo hesablagmalar 7,190 5,037
Ticarat qiymaetli kagizlari (124,478) (142,362)
Rezident banklara verilmis kreditlar (135,623) (2,408)
Sair aktivlor 22,298 (33,411)
omoliyyat 6hdaliklorinda xalis artim (azalma)
Dovriyyaya banknot va sikkalarin buraxilmasi 1,514,666 1,461,869
Kredit toskilatlar1 qargisinda ohdsliklor 49,366 (60,865)
Hokumet idaralari qarsisinda 6hdoliklor 600,478 (68,971)
Sair deposit hesablari 261 430
Sair dhdoliklor (838) (191)
9maliyyat faaliyyatindan slds edilon xalis pul vosaitlori 2,245,378 1,241,744
Investisiya faaliyyatindon pul vasaitlorinin axini
Investisiya qiymatli kagizlarinin satilmasi va geri alinmasindan
golirlor 1,489 2,122
Investisiya qiymotli kagizlarmin alinmasi (79,719) -
Omlak vo avadanligin alinmasi (10,771) (8,161)
Qeyri-maddi aktivlarin alinmasi (2,182) (3,304)
Investisiya faaliyyati iizrs istifads edilon xalis pul vasaitlori (91,183) (9,343)
Maliyyalogdirma faaliyyatindon pul vasaitlorinin axin
Buraxilmis borc qiymatli kagizlarindan daxilolmalar 1,670,720 1,984,992
Buraxilmig borc qiymatli kagizlarin geri alinmasi (1,772,461) (1,846,511)
Maliyys lizingi 6hdsliyinin 6donilmasi (170) (204)
Digar beynalxalq maliyya institutlarindan alinmis bore
mablaginin artmasi 2,404 202
Digar beynalxalq maliyya institutlari qarsisinda 6hdoliklarin
azalmasi - (1,420)
Beynalxalq Valyuta Fondu qarsisinda 6hdaliklsrin azalmasi (18,052) (31,543)
Maliyyalosdirma iizra (istifads edilon) xalis pul vasaitlori (117,559) 105,516
Pul vasaitlari va pul vesaitleri ekvivalentlarina valyuta
moazonnalarinin doyismasinin tasiri (432,683) (6,795)
Pul vasaitlori va pul vasaitlori ekvivalentlorinds xalis artim 1,603,953 1,331,122
Pul vosaitlari va pul vasaitlori ekvivalentlari, ilkin 5 2,797,514 1,466,392
Pul vosaitlari va pul vasaitlori ekvivalentlari, yekun 5 4,401,467 2,797,514

108-194 sohifalords olavs edilon qeydlor hazirki maliyys hesabatlarinin torkib hissasidir.
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CASH FLOW STATEMENT
For the year ended 31 December 2008
(Figures in Tables are in Thousands of Azerbaijani Manats)

Notes 2008 2007

Cash flows from operating activities
Interest received 145,340 125,902
Interest paid (14,018) (14,938)
Fees and commissions received 6,759 6,861
Fees and commissions paid (626) (982)
Net (losses) gains from trading securities (5,740) 2,400
Net losses on revaluation of derivatives (170) (169)
Net realised gains from dealing in foreign currencies 18,152 1,587
Other income received 2,190 89
Personnel expenses paid (10,224) (6,388)
Other operating expenses paid (40,830) (26,536)
Cash flows from operating activities before changes in oper-
ating assets and liabilities 100,833 87,826
Net (increase) decrease in operating assets
Amounts due from credit institutions 211,225 (5,210)
SDR holdings with the International Monetary Fund 7,190 5,037
Trading securities (124,478) (142,362)
Loans to banks (135,623) (2,408)
Other assets 22,298 (33,411)
Net increase (decrease) in operating liabilities

Money issued in circulation 1,514,666 1,461,869

Amounts due to credit institutions 49,366 (60,865)

Amounts due to Government organizations 600,478 (68,971)

Amounts due to customers 261 430

Other liabilities (838) (191)
Net cash from operating activities 2,245,378 1,241,744
Cash flows from investing activities
Proceeds from sale and redemption of investment securities 1,489 2,122
Purchase of investment securities (79,719) -
Purchase of property and equipment (10,771) (8,161)
Purchase of intangible assets (2,182) (3,304)
Net cash used in investing activities (91,183) (9,343)
Cash flows from financing activities
Proceeds from debt securities issued 1,670,720 1,984,992
Repayment of debt securities issued (1,772,461) (1,846,511)
Repayment of finance lease obligations (170) (204)
Increase in borrowings from international financial institutions 2,404 202
Repayment of amounts due to international financial institutions - (1,420)
Repayment of amounts due to International Monetary Fund (18,052) (31,543)
Net cash (used in) from financing activities (117,559) 105,516
Effect of exchange rates changes on cash and cash equivalents (432,683) (6,795)
Net increase in cash and cash equivalents 1,603,953 1,331,122
Cash and cash equivalents, beginning 5 2,797,514 1,466,392
Cash and cash equivalents, ending 5 4,401,467 2,797,514

The accompanying notes on pages 109 to 195 are an integral part of these financial statements.
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MALIYYO HESABATLARI iLO BAGLI QEYDLOR
(Codvallarda gostarilan mablaglar min Azarbaycan manati ils ifads olunub)

1. Osas foaliyyot

Azorbaycan Respublikasmin Milli Banki (bundan sonra “Bank”) Azorbaycan Respublikasinin morkozi
bankidir vo Azorbaycan Respublikasinin tam milkiyyotindodir. Bank “Azorbaycan Respublikasinin Milli
Banki haqqinda” 10 dekabr 2004-cii il tarixli Qanuna (bundan sonra “Qanun”) miivafiq olaraq faaliyyot
gostarir. 10 dekabr 2004-cii il tarixinadok Bank “Azarbaycan Respublikasiin Milli Banki haqqinda” 10 iyun
1996-c1 il tarixli Qanuna asasen foaliyyat gostormisdir.

Qanunun 4-cii maddasine uygun olaraq Bankin magsadleri asagidakilardir:

. Bankin asas moagsodi milli valyutanin sabitliyinin tomin edilmasi;

. Bankin mogsadi homginin Bank vo 6donis sistemlorinin sabitliyinin va inkisafinin tomin edilmasidir;
Vo

. Manfaot gotiirmoak Bankin asas magsadi deyildir.

Qanunun 5-ci maddoasine uygun olaraq Bankin asas funksiyalari asagidakilardir:

. Dévloatin pul vo valyuta siyasotini miioyyon edir vo hayata kegirir;

. Nagd pul dovriyyesini toskil edir, Azorbaycan Respublikasi Konstitusiyasinin 19-cu maddasinin I1
hissasina vo Qanuna miivafiq olaraq, pul nisanlarimnin todaviilo buraxilmasini vo todaviildon ¢ixarilmasini hayata
kegirir;

. Manatin xarici valyutalara nisbotdo rosmi mazonnasini miitomadi miioyyan edir va elan edir;

. Valyuta tonzimini vo nazaratini hoyata kegirir;

. Saroncaminda olan beynslxalq qizil-valyuta ehtiyatlarmi saxlayir vo idars edir;

. Hesabat todiyya balansini tortib edir vo 6lkonin proqnoz tadiyyo balansinin hazirlanmasinda istirak
edir;

. “Banklar haqqinda” Azorbaycan Respublikasi Qanununa, Qanuna vo onlara miivafiq qobul etdiyi

normativ xarakterli aktlara uygun olaraq bank faaliyyatini lisenziyalasdirir vo tenzimlayir, ganunla miiayyan
edilmis qaydada bank foaliyyatino nozarati hoyata kegirir;

. Odonis sistemlorinin foaliyyatini toskil edir, olagolondirir, tonzimloyir v onlarin iizorinde nozarati
hayata kegirir;
. Qanunvericiliklo nozardo tutulmus basqa funksiyalari hoyata kegirir.

Azorbaycan Respublikasinin qanunvericiliyine, habelo Azarbaycan Respublikasinin torofdas cixdigi
beynolxalq miigaviloloro miivafiq olaraq, Bank onun solahiyyotlorino aid edilon mosalolor {izro xarici
dovlatlorin morkozi banklart ilo garsiliglt miinasibatlordo, habelo beynolxalq maliyyo-kredit toskilatlarinda
Azorbaycan Respublikasini tomsil edir.

Bank foaliyyotinin miixtolif saholori iizro xarici dovlotlorin morkozi banklart ilo omokdasliq haqqinda
miiqavilsler baglaya bilor, hameinin xaricds yerlosan dovlet va 6zal morkazi kliring (prosessing) idaralori ila
0z adindan vo ona miivafiq solahiyyotlor verildiyi halda, Azorbaycan dovloti adindan kliring vo hesablagmalar
haqqinda sazislor va bagqa miiqavilsler baglaya bilar.

Bank pul, valyuta vo bank nozarati saholorinde amokdasliq moqsadi dasiyan beynslxalq ve regional
toskilatlarin kapitallarinda vo faaliyyotlorindo qanunvericiliklo miioyyon edilmis qaydada istirak edo bilor.
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NOTES TO FINANCIAL STATEMENTS
(Figures in Tables are in Thousands of Azerbaijani Manats)

1. Principal activities

The National Bank of the Republic of Azerbaijan (the “Bank™) is the central bank of the Republic of
Azerbaijan, and is wholly-owned by the Republic of Azerbaijan. It acts in accordance with the “Law on
the National Bank of the Republic of Azerbaijan” effective from 10 December 2004 (the “Law”). Prior to
10 December 2004 the Bank acted in accordance with the “Law on the National Bank of the Republic of
Azerbaijan” dated 10 June 1996.

Article 4 of the Law sets out the goals of the Bank, which are as follows:
. The primary goal of the Bank’s activity is to ensure stability of the national currency.
. Ensure the development and strengthening of the banking and payment systems; and

. Profit making is not a primary goal of the Bank.

Article 5 of the Law sets out the functions of the Bank as follows:

. Determines and implements monetary policy;

. Organizes cash circulation, in accordance with 2 paragraph of article 19 of the Constitution and the
Law issues, puts into, and withdraws banknotes from circulation;

. Determines and declares the official exchange rate of Azerbaijani manat;

. Implements foreign currency regulation and control;

. Maintains and manages the gold and foreign currency reserves at its disposal;

. Manages the drawing up of the reporting balance of payments and participate in the drawing-up of the
projected balance of payments of the country;

. Issues license, regulates and supervises banking activities of banks in accordance with the Law and
Law of Republic of Azerbaijan on “Banks” and other normative legal acts adopted pursuant thereto;

. Determines, coordinates and regulates activities of payment systems;

. Implement other functions as stipulated by the legislation.

Pursuant to the legislation of the Republic of Azerbaijan and the international treaties acceded to by the
Republic of Azerbaijan, the Bank represents the Republic of Azerbaijan in relations with the central banks of
foreign states, as well as international financial and credit institutions in matters relating to the Bank’s respon-
sibilities.

The Bank may conclude agreements on cooperation with the central banks of foreign countries concerning
various areas of its activities. [t may also conclude clearing and settlement agreements and other agreements
with foreign public and private clearing agencies, on its own behalf and on behalf of the Republic of Azerbaijan,
if appropriately empowered.

The Bank may participate in the capital and activity of international organizations for the purpose of coopera-
tion in monetary, foreign currency and banking areas.
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Bankin Idars Heyati (“Idare Heyati”) asagidaki tizvlordon ibarot olmusdur:
31 dekabr 2008-ci il tarixino

Adi Vazifa
Conab Elman Riistomov Sadr
Canab Alim Quliyev Sadrin birinci miiavini
Conab Aftandil Babayev Sadr miiavini
Conab Vadim Xubanov Sadr miiavini

31 dekabr 2007-ci il tarixino

Adi Vazifa
Conab Elman Riistomov Sadr
Conab Alim Quliyev Sadrin birinci miiavini
Conab Riifot Aslanlt Sadr miiavini
Conab Aftandil Babayev Sadr miiavini
Conab Vadim Xubanov Sadr miiavini

Bankin markazi aparati bu tinvanda yerlasir: Azarbaycan, Baki, AZ1014, R. Behbudov kiigasi, 32. Bankin
Azarbaycan Respublikasinda on bir arazi idaralari faaliyyat gostorir. 31 dekabr 2008-ci il tarixine Bankin 603
is¢isi olmusdur (2007: 580).

2. Hesabatlarin tartibatinin asasi
Umumi mosalalor

Bankin maliyys hesabatlart Maliyyo Hesabatlarinin Beynslxalq Standartlari (“MHBS”) osasinda
hazirlanmigdir.

Bank qeydlorin aparilmasini vo maliyys hesabatlarinin hazirlanmasini Azsrbaycan manati ilo MHBS-na
uygun olaraq hoyata kec¢irmolidir.

Azarbaycan manati Bankin hesabat vo funksional valyutasidir, ¢iinki amaliyyatlarin aksariyyati Azarbaycan
manati il ifada edilir, 6l¢iiliir va ya maliyyalasdirilir. Digar valyutalarla aparilmis amaliyyatlar xarici valyuta
ilo amoliyyatlar kimi ugota alinir. Hazirki maliyya hesabatlari xiisusi olaraq qeyd edilmis hallar istisna olmaqla
min Azarbaycan manati ilo toqdim edilir.

Asagida agiglanan miihasibat ugotu prinsiplerinda gostarilonlar istisna olmagqla, maliyys hesabatlari ilkin
doyar ugotu osasinda hazirlanmigdir. Misal {i¢lin, ticarat qiymatli kagizlari vo toromo maliyys alotlori adalatli
doyarls olgtilmiisdiir.

3. Mithiim miihasibat ugotu prinsiplarinin icmalt
Miihasibat ugotu prinsiplarinde doyisikliklor
il orzindo asagidaki yeni MHBS vo Beynolxalq Maliyys Hesabatlarinin Sorh edilmosi Komissiyasmin

(“BMHSK?”) Sorhlarinin qabul edilmasi istisna olmagla, Bank kegon il totbiq etdiyi homin miihasibat ugotu
prinsiplorini totbiq etmisdir:
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The Management Board (the “Board”) of the Bank is composed of the following members:
As of 31 December 2008:

Name Position
Mr. Elman Rustamov Chairman
Mr. Alim Quliyev First Deputy Chairman
Mr. Aftandil Babayev Deputy Chairman
Mr. Vadim Khubanov Deputy Chairman

As of 31 December 2007:

Name Position
Mr. Elman Rustamov Chairman
Mr. Alim Quliyev First Deputy Chairman
Mr. Rufat Aslanli Deputy Chairman
Mr. Aftandil Babayev Deputy Chairman
Mr. Vadim Khubanov Deputy Chairman

The Bank’s main office is located on the following address: 32 R. Behbudov Street, Baku, AZ1014,
Azerbaijan. The Bank has eleven regional branches in the Republic of Azerbaijan. It has 603 personnel as of
31 December 2008 (2007: 580).

2. Basis of preparation
General

These financial statements have been prepared in accordance with International Financial Reporting
Standards (“IFRS”).

The Bank is required to maintain its records and prepare its financial statements in Azerbaijani Manats and
in accordance with IFRS.

The Azerbaijani Manat is the reporting and functional currency of the Bank as the majority of the transactions
are denominated, measured, or funded in Azerbaijani Manats. Transactions in other currencies are treated as
transactions in foreign currencies. These financial statements are presented in thousands of Azerbaijani Manats
(“AZN”), unless otherwise indicated.

The financial statements have been prepared under the historical cost convention, except as disclosed in
the accounting policies below. For example, trading securities and derivative financial instruments have been
measured at fair value.

3. Summary of significant accounting policies

Changes in accounting policies

The Bank applied the same accounting policies with those in prior year, except for the adoption of the fol-
lowing new IAS and IFRS amendments during the year:
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Maliyya Aktiviarinin yenidon tasnif edilmasi — 39 saylt MUBS “Maliyya alatlori: Tanima va dlgma” va 7 sayli
MHBS “Maliyya alatlori: A¢iglamalar” iizra Diizaliglor

39 sayli MUBS va 7 sayli MHBS tizra diizalislor 13 oktyabr 2008-ci il tarixinds buraxilmigdir va miioyyan
saraitlorda geyri-toroma maliyya aktivlerinin yenidan tosnif edilorak ticarat magsadlari {i¢iin saxlanilan aktivlar
kateqoriyasindan ¢ixartlmasina yol verir. Bundan slava, diizalislor miiayyan maliyya aktivlarinin satila bilon
aktivlar kateqoriyasindan kreditlor va debitor borclari kateqoriyasina kegirilmasing yol verir. Bu diizalislor
1 iyul 2008-ci il tarixinden qiivvoya minir. 1 noyabr 2008-ci il tarixinds vo bu tarixdon sonraki dovrlorda
aparilmig yenidon tosnif etmolor yalniz hamin yenidon tasnif etma aparildigi tarixdon qiivvays minacokdir.

Ticarat mogsadlori tiglin saxlanilan aktiv kimi tosnif edilon qeyri-téromo maliyye aktivi yaxin zamanda
satilmaq mogqsadils artiq saxlanilmirsa, o asagidaki hallardan birinde monfaat va ya zarar vasitasila adalatli
doyarlo oks etdirilmis maliyys aktivlori kateqoriyasindan ¢ixarila bilar:

. yuxarida gostorilmis kreditlor vo debitor borclar1 anlayisina uygun olan maliyya aktivi bu halda
kreditlar va debitor borclart kateqoriyasina yenidan tasnif edils bilar ki, Bank onu yaxin galacakds va ya 6danis
tarixinadok saxlamaq niyyatinds vo gabiliyyatinda olsun;

. digar maliyya aktivlori yalniz nadir hallarda satila bilon vo ya 6domo miiddoti tamamlanana gador
saxlanilan aktivler kimi yenidon tosnif edils bilar.

Kreditlor va debitor borclari torifina uygun golon satila bilon aktivlor kimi tosnif edilmis maliyya aktivlari bu
halda kreditlor va debitor borclari kateqoriyasina yenidon tosnif edils bilor ki, Bank onlar1 yaxin golacokds vo
ya 6doma miiddati tamamlanana godar saxlamaq niyyatinda va ya qabiliyyatinds olsun.

2008-ci ilda yuxaridakilarla bagli yeniden tasnif etma aparilmamigdir.
Maliyyo aktivlori
[lkin tamma

39 sayli MUBS-na uygun olaraq maliyya aktivlari miivafiq qaydada manfaat va ya zarer vasitasilo adalatli
doyarlo oks etdirilmis maliyya aktivleri, kreditlor vo debitor borclari, 6doma miiddoti tamamlanana qader
saxlanilan alatlor va ya satis tiglin moveud olan maliyya alatloring tosnif edilir. Maliyys aktivlori ilk olaraq
geydo alinanda, adalatli deyarla dlgiiliir. Manfaat va ya zarar vasitasila adalatli dayarls oks etdirilmayan inves-
tisiyalar aks etdirilorkan, onlarm adalatli doyarlarina amaliyyatla birbasa alaqasi olan xarclar alava edilir. Bank
maliyys aktivlorini ilkin tanmima zamani tasniflogdirir.

Tanima tarixi

Maliyya aktivlorinin biitiin miintozom aliglar1 vo satiglart alqi-satqr tarixinda, yoni Bank aktivi almaq vo ya
satmaq 6hdaliyini tizorina gétiirdliyii tarixda taninir. Miintazom alis va ya satis amoliyyatlarina ganunvericilikla
va ya bazar razilasmalari ilo timumi sokilds miioyyan edilmis miiddat arzinds aktivlarin ¢atdirtlmasini tolob
edon maliyys aktivlorinin alinmasi vo ya satilmasi daxildir.

Mbonfaat va ya zarar vasitasila adalatli doyarla aks etdirilmis maliyya aktiviori

Ticarat magsadlori ti¢lin saxlanilan maliyya aktivleri kimi tosnif edilon maliyya aktivleri “monfoat vo ya
zaror vasitosilo adalstli doyarla oks etdirilmis maliyys aktivlori” kateqoriyasina daxil edilir. Maliyya aktivlori
ticarot mogsadlori tiglin saxlanilan maliyys aktivleri kimi o halda tosnif edilir ki, onlar yaxin zamanda satilmaq
moagqsadile alinmigdir. Toyin edilmis va effektiv hecing alatlori olmayan torams aktivler da ticarat maqgsadlori
tictin saxlanilan maliyye aktivlori kimi tosnif edilir. Ticarat magsadlari {i¢lin saxlanilan maliyys aktivlari tizro
golir vo zararlar manfaat va zarar haqqinda hesabatda oksini tapir.
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Reclassification of Financial Assets — Amendments to IAS 39 “Financial instruments: Recognition and meas-
urement” and IFRS 7 “Financial instruments: Disclosures”

Amendments to IAS 39 and IFRS 7 were issued on 13 October 2008 and allow reclassification of non-
derivative financial assets out of the held for trading category in particular circumstances. The amendments also
allow transfer of certain financial assets from the available for sale category to loans and receivables category.
The effective date of those amendments is 1 July 2008. Any reclassification made in periods beginning on or
after 1 November 2008 shall take effect only from the date when the reclassification is made.

If a non-derivative financial asset classified as held for trading is no longer held for the purpose of selling in
the near term, it may be reclassified out of the fair value through profit or loss category in one of the following
cases:

. a financial asset that would have met the definition of loans and receivables above may be reclassified
to loans and receivables category if the Bank has the intention and ability to hold it for the foreseeable future
or until maturity;

. other financial assets may be reclassified to available for sale or held to maturity categories only in
rare circumstances.

A financial asset classified as available for sale that would have met the definition of loans and receivables
may be reclassified to loans and receivables category if the Bank has the intention and ability to hold it for the
foreseeable future or until maturity.

There were no reclassifications made during 2008 in relation to the above.
Financial assets
Initial recognition

Financial assets in the scope of IAS 39 are classified as either financial assets at fair value through profit or
loss, loans and receivables, held-to-maturity investments, or available-for-sale financial assets, as appropriate.
When financial assets are recognised initially, they are measured at fair value, plus, in the case of investments
not at fair value through profit or loss, directly attributable transaction costs. The Bank determines the clas-
sification of its financial assets upon initial recognition

Date of recognition

All regular way purchases and sales of financial assets are recognised on the settlement date i.e. the date
that the Bank settles the purchase or sale of the asset. Regular way purchases or sales are purchases or sales of
financial assets that require delivery of assets within the period generally established by regulation or conven-
tion in the marketplace.

Financial assets at fair value through profit or loss

Financial assets classified as held for trading are included in the category ‘financial assets at fair value
through profit or loss’. Financial assets are classified as held for trading if they are acquired for the purpose
of selling in the near term. Derivatives are also classified as held for trading unless they are designated and
effective hedging instruments. Gains or losses on financial assets held for trading are recognised in the income
statement.
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Odoma miiddbti tamamlanana gador saxlanilan investisiyalar

Miioyyan vo ya miiayyan edilo bilon 6denisli vo miioyyon miiddati olan geyri-torome maliyya aktivlari
Bankin onlar1 6doma miiddati tamamlanana qador saxlamaq niyyati va imkani olanda, 6doma miiddati tamam-
lanana goadar saxlanilan maliyya aktivlari kimi tasnif edilir. Qeyri-miioyyon miiddatds saxlanmasi nazarda tutu-
lan investisiyalar bu sinfa daxil edilmir. Odoma miiddati tamamlanana qodor saxlanilan investisiyalar sonradan
amortizasiya olunmus doyarls dlgiiliir. Amortizasiyani nazarda tutan dayar ilk olaraq aks etdirilmis mablogdan
asas mablagin ddanislarini ¢ixmagqla, effektiv faiz doracasi metodundan istifads edarak ilk olaraq oks etdirilmis
mablag va yekun mablag arasindaki forqi tistiine galmakls vo ya ¢ixmagla hesablanir. Bu hesablamaya effek-
tiv faiz daracasinin, amaliyyat masraflorinin va biitiin digar oalavalerin va diskontlarin torkib hissalari olan
miiqavilanin toraflori arasinda 6donilmis ve ya alinmig biitiin haqlar daxildir. Amortizasiya olunmus dayarla
oks etdirilmis investisiyalarla bagli golir va zarorlor monfaat va zorar haqqinda hesabatda investisiyalar
doyarsizlosdikda, habelo amortizasiya prosesinda oks etdirilir.

Kreditlor va debitor borclar

Kreditlar va debitor borclari faal bazarda dévr etmayan, miisyyan va ya miiayyan edila bilon 6danisli geyri-
toroma maliyya aktivleridir. Onlar derhal ve ya qisa miiddatds satilmaq {i¢iin nazords tutulmur vo ticarat
qiymotli kagizlar1 va ya satis tiglin méveud olan investisiya qiymotli kagizlari kimi tosnif edilmir. Belo aktivlor
effektiv faiz doracasi metodundan istifads etmaklo amortizasiya olunmus doyarls aks etdirilir. Belo aktivlor tizra
golir va xarclor manfaat va zarar haqqinda hesabatda kreditlor va debitor borclari ugotdan ¢ixarildigda va ya
doyarsizlasdikda, elaca do amortizasiya prosesinda aks etdirilir

Satig iiciin moveud olan maliyya aktiviori

Satis tiglin moveud olan maliyya aktivlori yuxarida gostarilon heg bir sinfa daxil olmayan va satig {igtin mov-
cud olan maliyya aktivleri kimi tosnif edilmis qeyri-toromo maliyyo aktivleridir. lkin tanimadan sonra satis
tiglin méveud olan maliyya aktivleri adalatli dayarla 6lgiiliir, va bu zaman galir va xarclar investisiya xaric
edilona va ya dayarsizlaganadak kapitalin ayrica komponenti kimi oks etdirilir. Belo halda kapitalin torkibinda
ovval oks etdirilmis macmu galir va ya zaror monfoat vo zorer haqqinda hesabata daxil edilir. Bununla barabor
effektiv faiz doracosi metodu ilo hesablanmug faizlor manfoat vo zorar haqqinda hesabatda oks etdirilir.

Odalatli dayarin miiayyan edilmasi

Maliyyo alatlorinin odalotli doyari balansin tortib olundugu tarixo aqdlor iizro hor hansi bir masroflor
¢ixilmadan onlarm elan olunmus bazar qiymatlori asasinda miioyyan olunur. Maliyya alatlarinin elan olunmus
bazar qiymotlori olmadiqda adalatli doyar qiymat modellari vo pul axinlarmin diskontlagdirilmasi metodlarindan
istifada olunmagqla miisyyan olunur.

Qarsiliqh avazlagdirma

Bank maliyys aktivi vo maliyys 6hdoaliyinin taninmis mablaglarini qarsiliqh avez etmak {i¢iin qanuni hiiquqa
malik oldugu v ya hesablasmani netto asasinda hoayata kecirmok, ya da eyni vaxtda aktivi realizasiya etmak vo
Ghdaliyi yerina yetirmok niyyati oldugu halda qarsiligh avezlogdirir vo balansda xalis mablog kimi togdim edir.
Pul vasaitlori vo pul vesaitlorinin ekvivalentlori

Pul vesaitlori va onlarin ekvivalentloring nagd vesaitlor, digor banklardaki miixbir hesablarin qaliglart

(bloklasdirilmis hesablar istisna olmagla), o ciimladon qeyri-rezident banklarda ii¢ ayadok yerlosdirilmis
qusamiiddatli depozitlor daxildir.
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Held-to-maturity investments

Non-derivative financial assets with fixed or determinable payments and fixed maturity are classified as held-
to-maturity when the Bank has the positive intention and ability to hold them to maturity. Investments intended
to be held for an undefined period are not included in this classification. Held-to-maturity investments are
subsequently measured at amortised cost. Amortised cost is computed as the amount initially recognised minus
principal repayments, plus or minus the cumulative amortisation using the effective interest method of any dif-
ference between the initially recognised amount and the maturity amount. This calculation includes all fees paid
or received between parties to the contract that are an integral part of the effective interest rate, transaction costs
and all other premiums and discounts. For investments carried at amortised cost, gains and losses are recognised
in the income statement when the investments are impaired, as well as through the amortisation process.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market. They are not entered into with the intention of immediate or short-term resale and
are not classified as trading securities or designated as investment securities available-for-sale. Such assets are
carried at amortised cost using the effective interest method. Gains and losses are recognised in the income
statement when the loans and receivables are derecognised or impaired, as well as through the amortisation
process.

Available-for-sale financial assets

Available-for-sale financial assets are those non-derivative financial assets that are designated as available-
for-sale or are not classified in any of the three preceding categories. After initial recognition available-for sale
financial assets are measured at fair value with gains or losses being recognised as a separate component of
equity until the investment is derecognised or until the investment is determined to be impaired at which time
the cumulative gain or loss previously reported in equity is included in the income statement. However, interest
calculated using the effective interest method is recognised in the income statement.

Determination of fair value

The fair value of financial instruments that are actively traded in organised financial markets is determined by
reference to quoted market price at the close of business on the balance sheet date, without any deduction for
transaction costs. For all other financial instruments where there is no active market, fair value is determined
using discounted cash flow analysis and other relevant valuation models.

Offsetting

Financial assets and liabilities are offset and the net amount is reported in the balance sheet when there is a
legally enforceable right to set off the recognised amounts and there is an intention to settle on a net basis, or
to realise the asset and settle the liability simultaneously.

Cash and cash equivalents

Cash and cash equivalents consist of cash on hand, unrestricted balances on correspondent accounts includ-
ing overnight deposits and amounts due from credit institutions that mature within ninety days of the date of
origination and are free from contractual encumbrances.
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Toérama maliyya alatlori

Adi foaaliyyatindo Bank miixtolif toromo maliyys alotlorindon (misal {igin forvard alatlorindon) istifado
edir. Belo maliyya aktivlari ticarat moagsadlari tiglin saxlanilir vo adalatli dayarlo oks etdirilir. Odalatli dayar
miivafiq bazar alatlorini cari bazar vo miiqavilo qiymatlori va digar amillora asaslanan bazar kotirovkalari va
ya qiymatlondirma modellari asasinda miiayyon edilir. Miisbat adalatli dayari olan toroma alatlor aktivlarin
torkibinda, monfi odalatli doyari olanlar iso 6hdoliklorin torkibinda oks etdirilir. Bu alotlordon irali galon galir
va zararlar, alatin xiisusiyyatindan asili olaraq, manfaat va zarar haqqinda hesabatda ticarat qiymatli kagizlarla
omoliyyatlar {izra golirlor vo ya xarici valyuta ilo omoliyyatlar tizro xalis galirlor kimi oks etdirilir.

Digor maliyys alatlorinin torkibina daxil olan téroms alstlor bu hallarda ayrica toroma alotlor kimi tanmir
vo adaloatli doyarle oks etdirilir ki, onlarin iqgtisadi xiisusiyyatleri va risklari asas miiqavilalarin xiisusiyyat
vo risklari ilo six bagl olmasin, asas miigavilolorin 6zii is9 ticarst magsadlori {iglin nozords tutulmasin vo ya
moanfast vo ya zarar vasitasila adalatli doyarls yenida qiymatlandirilmasin. Osas miiqavilodan ayrilmis tarkiba
daxil olan toroma alatlar ticarat portfelinin tarkibinda adalatli dayarls ugota alinir va bu zaman adalatli doyarda
bitiin doyisikliklor manfoat vo zorer haqqinda hesabatda oksini tapir.

“Repo” vo oks “repo” razilagsmalari

Qiymotli kagizlarm satilmasi vo geri alinmasi razilasmalari (“repo” razilasmalart) tominatli maliyyslogdirmo
omoaliyyatlar kimi aks etdirilir. “Repo” razilagsmalar1 asasinda satilmis giymatli kagizlar balansda oks etdirilir.
Toaraf-miiqabil miiqavils sartlorinden va ya qobul edilmis tacriibaden irali golorak homin giymatli kagizlarin
satilmasi vo ya yenidon girov qoyulmasi hiiququna malik olduqda, “repo” razilasmalari asasinda girov qoyu-
lan qiymstli kagizlar kimi yenidon tosnif edilir. Miivafiq 6hdoliklor kredit toskilatlarma vo ya miistorilora
Gdonilacak mablaglorin tarkibinda toqdim olunur. Geri satis (aks “repo”) razilasmalari asasinda alinmig
qiymotli kagizlar kredit toskilatlarindan alinacaq mobloglor va ya, soraitdon asili olaraq, miistorilora kreditlor
kimi oks etdirilir. Satig qiymati ilo geri alig qiymeoti arasinda forq faiz hesab olunur va tosirli galirlilik meto-
dundan istifadas etmokla “repo” razilasmalarinin miiddati arzinds hesablanir. Balans hesabati tarixina “repo” va
oks “repo” razilasmalart movcud olmamigdir.

Borc vosaitlori

Buraxilmig maliyya alstlori vo ya onlarin komponentlori o halda ¢hdslik kimi tosnif edilir ki, miigavilo
razilasmasinin mahiyyati ilo Bankin {izorine asagidaki 6hdoaliklordan biri qoyulsun: sahiba pul vasaitlori vo
ya digor maliyya aktivini ¢atdirmaq va ya 6hdaliyi miiayyan mablogda pul vesaitinin va ya digar maliyya
aktivlorinin miioyyon sayda xiisusi kapital alotlorine miibadilo etmokdon forqli olan yolla 6domak.

Belo alatlora Hokumat qarsisinda kredit borclari, kredit toskilatlar1 qarsisinda 6hdolikler, sair depozit
hesablari, buraxilmis borc qiymotli kagizlari, digor beynolxalq maliyys institutlari garsisinda 6hdsliklor vo
Beynolxalq Valyuta Fondu qarsisinda dhdsliklar daxildir. Bunlar ilk ndvbads birbasa aid olan amaliyyat xarcini
¢ixmagqla almnus 6donisin adalotli doyari ilo oks etdirilir. lkin tanimadan sonra borclar amortizasiya olunmus
doyarla, effektiv faiz metodundan istifade etmokla dlgiiliir. Galir vo zararlor manfaat va zerar hagqinda hesa-
batdan borclar silindikds, eloco do amortizasiyanin hesablanmasi prosesinds oks etdirilir.

Lizinq
Maliyya lizinqi — Bank icaragi gisminda
Bank maliyys lizniqini lizinqg miiddati baslayanda balansda aktivlorin vo Shdaliklorin torkibinds icaraya

gGtiirilon avadanligin adalatli doyarine barabar olan mablaglarle va ya, bu mablag adalatli doyardon daha az
olarsa, minimal lizinq 6danisinin cari dayari ila oks etdirir. Minimal lizinq 6danisinin cari doyari hesablanarkon
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Derivative financial instruments

In the normal course of business, the Bank enters into derivative financial instruments such as forwards. Such
financial instruments are held for trading and are recorded at fair value. The fair values are estimated based on
quoted market prices or pricing models that take into account the current market and contractual prices of the
underlying instruments and other factors. Derivatives are carried as assets when their fair value is positive and
as liabilities when it is negative. Gains and losses resulting from these instruments are included in the income
statement as gains less losses from trading securities or gains less losses from foreign currencies dealing,
depending on the nature of the instrument.

Derivatives embedded in other financial instruments are treated as separate derivatives and recorded at fair
value if their economic characteristics and risks are not closely related to those of the host contract, and the host
contract is not itself held for trading or designated at fair value through profit or loss. The embedded derivatives
separated from the host are carried at fair on the trading portfolio with changes in fair value recognised in the
income statement.

Repurchase and reverse repurchase agreements

Sale and repurchase agreements (“repos”) are treated as secured financing transactions. Securities sold under
sale and repurchase agreements are retained in the balance sheet and, in case the transferee has the right by con-
tract or custom to sell or repledge them, reclassified as securities pledged under sale and repurchase agreements.
The corresponding liability is presented within amounts due to credit institutions or customers. Securities
purchased under agreements to resell (“reverse repo”) are recorded as amounts due from credit institutions or
loans to customers as appropriate. The difference between sale and repurchase price is treated as interest and
accrued over the life of repo agreements using the effective yield method. No outstanding repo or reverse repo
as of balance sheet date.

Borrowings

Issued financial instruments or their components are classified as liabilities, where the substance of the con-
tractual arrangement results in the Bank having an obligation either to deliver cash or another financial asset to
the holder, or to satisfy the obligation other than by the exchange of a fixed amount of cash or another financial
asset for a fixed number of own equity instruments. Such instruments include amounts due to Government,
amounts due to credit institutions, amounts due to customers, debt securities issued, funds borrowed from
international financial institutions and liabilities to International Monetary Fund. These are initially recognized
at fair value of the consideration received less directly attributable transaction cost. After initial recognition,
borrowings are subsequently measured at amortised cost using the effective interest method. Gains and losses
are recognised in the income statement when the borrowings are derecognised as well as through the amortisa-
tion process.

Leases
Finance — Bank as lessee

The Bank recognises finance leases as assets and liabilities in the balance sheet at the date of commencement
of the lease term at amounts equal to the fair value of the leased equipment or, if lower, at the present value
of the minimum lease payments. In calculating the present value of the minimum lease payments the discount
factor used is the interest rate implicit in the lease, when it is practicable to determine; otherwise, the Bank
incremental borrowing rate is used. Initial direct costs incurred are included as part of the asset. Lease payments
are apportioned between the finance charge and the reduction of the outstanding liability. The finance charge is
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diskontlagdirma amili kimi lizinq tizro daxili faiz deracasi istifads edilir (hamin daraconi miioyyan etmok
miimkiindiirsa). Oks hallarda Bankin artan borc daracasi istifada edilir. Cokilmis ilkin birbasa xarclar aktivin bir
hissasi kimi taninir. Lizing 6denislori maliyyslogdirma xarclari va 6hdsliyin 6donilmasi arasinda boltsdiiriiliir.
Maliyyologdirma xarclori lizinqg miiddati arzinds elo bolusdiriilir ki, har bir hesabat dévriinds dhdsliklarin
qaligma hesablanan daimi dovrii faiz doracesi ilo xarclorin oks etdirilmasi tomin edilsin. icaroya gétiiran
torofindon maliyya lizingi @izra yerino yetirilon omoliyyatlara birbasa aid olan mosraflor icaroys gotiiriilon
aktivlorin torkibinds oks etdirilir.

Maliyya aktivlarinin doyarsizlosmasi

Maliyys aktivinin vo ya maliyys aktivleri qrupunun doyarsizlogmasi ehtimalina dair obyektiv stibutlarin olub
olmamasini miioyyan etmak ti¢tin Bank hor balans tarixindo giymetlondirmo aparir.

Maliyyas aktivi va ya maliyys aktivlari qrupu yalniz va yalniz aktiv ilk dofa aks etdirildikdon sonra bas vermis
bir va ya bir ne¢o hadisa naticasinde dayarsizlasmanin obyektiv siibutu olanda (bas vermis “zarar hadisasi”)
vo ya bu zoror hadisesi (vo ya hadisalori) maliyys aktivi vo ya maliyya aktivleri qrupundan gézlonilon vo
etibarli sokildo giymotlondirilo bilon pul vasaitlori harokotloring tosir gostoronde doyarsizlogmis hesab edi-
lir. Dayarsizlogmonin siibutlarina borcalanin ve ya borcalanlar qrupunun mithiim maliyya ¢atinliklori ilo
rastlagmasi, faizlorin va ya asas mablogin 6donilmasi 6hdsliklarini pozmasi, yiiksak miiflislosme va ya digar
maliyys yenidonqurmasi ehtimali ilo garsilasmasina dair siibutlar, habelo miisahido edilon bazar molumatlari
osasinda qiymotlondirilon golocok pul vasaitlori horakatinds 6lgiilo bilon azalmaya (misal tigiin vaxti dtmiis
6danislorin saviyyalorinda doyisikliklore vo ya aktivlar tizre zarerlorla uzlasan iqtisadi soraitlors) dair siibutlar
daxildir.

Kredit tagkilatlarindan alinacaq mablaglor va banklara verilmis kreditlor

Amortizasiya olunmus doyarlo ugota alinan kredit taskilatlarindan alinacaq mablaglarlo va banklara kreditlorla
bagli Bank avvalca fordi olaraq mithiim maliyya aktivlari ti¢iin fordi va fordi olaraq miihiim olmayan maliyya
aktivlari tiglin mocmu sokildo doyarsizlogsmoya dair obyektiv siibutlarin olub olmamasini qiymatlondirir. Bank
miihiim olub olmamasindan asili olmayaraq fardi sokilds qiymatlondirilmis maliyys aktivi tigiin doyarsizlosmaya
dair obyektiv siibutun olmamasi qorarina galarsa, hamin aktivi analoji kredit riski xtisusiyyatlorina malik olan
maliyya aktivlari qrupuna daxil edir vo onlarmn doayarsizlogme baximindan giymatlondirilmasini macmu sakilda
aparir. Dayarsizlosma baximindan qiymatlondirilmoasi fardi sokilde aparilmis vo dayersizlosmo zararlori aks
etdirilmis aktivlor doyarsizlogme baximmdan mocmu sokilds qiymstlondirmoys daxil edilmir.

Dayarsizlagma zararlarinin ¢okilmasinin obyektiv siibutu olarsa, zararin mablagi aktivlarin balans dayari ila
giymotlondirilmis golocok pul vasaitlori harokoatinin cari doyari (holo ¢okilmomis golocokds gozlonilon kredit
zararlari nazars alinmadan) arasinda forq kimi 6l¢iiliir. Aktivin balans doyari ehtiyat hesabinin istifads edilmasi
hesabina azalir va zorarin mablogi monfoat vo zorar haqqinda hesabatda oks etdirilir. Faiz golirlori azaldilmig
balans doyari tizre, aktiv tizra ilkin effektiv faiz dorocasi osasinda hesablanmaga davam edir. Kreditlor vo
miivafiq ehtiyat kreditin qaytartlmasinin realistik perspektivlori olmayanda va biitiin tominat reallagdirildigda
vo ya Bankin miilkiyyatina kecdikda silinir. Ogar ndvbati ildo giymatlondirilmis doyarsizlogsma zararinin
mablagi doyarsizlosma tanindiqdan sonra bas vermis hadisa naticasinds artir va ya azalirsa, avval taninmig
doyarsizlosma zarari ehtiyat hesabinda diizolis aparmagqla aks etdirilir. Galacak silinma, sonradan barpa edilirsa,
barpa mablogi manfaat va zarar hagqinda hesabatda aks etdirilir.

Qiymotlondirilmis galacok pul vasaitlori horakatinin cari doyari maliyys aktivinin ilkin effektiv faiz doracasi
ilo diskont edilir. Kredit doyisen faiz daracasi ila verilmisdirss, doyarsizlosme zorarinin dlgiilmasi ti¢tin dis-
kontun doracasi, cari effektiv faiz doracasi olacaqdir. Girov qoyulmus maliyys aktivlari tizra qiymotlondirilmis
galacak pul vesaitlori harokatinin cari deyarinin hesablanmasi, girov aktivinin 6zganinkilesdirilmasinin miim-
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allocated to periods during the lease term so as to produce a constant periodic rate of interest on the remaining
balance of the liability for each period. The costs identified as directly attributable to activities performed by
the lessee for a finance lease, are included as part of the amount recognised as leased asset.

Impairment of financial assets

The Bank assesses at each balance sheet date whether there is any objective evidence that a financial asset or
group of financial assets is impaired.

A financial asset or a group of financial assets is deemed to be impaired if, and only if, there is objective
evidence of impairment as a result of one or more events that has occurred after the initial recognition of the
asset (an incurred ‘loss event’) and that loss event (or events) has an impact on the estimated future cash flows
of the financial asset or the group of financial assets that can be reliably estimated. Evidence of impairment may
include indications that the borrower or a group of borrowers is experiencing significant financial difficulty,
default or delinquency in interest or principal payments, the probability that they will enter bankruptcy or other
financial reorganisation and where observable data indicate that there is a measurable decrease in the estimated
future cash flows, such as changes in arrears or economic conditions that correlate with defaults.

Amounts due from credit institutions and loans to banks

For amounts due from credit institutions and loans to banks carried at amortised cost, the Bank first assesses
individually whether objective evidence of impairment exists individually for financial assets that are individu-
ally significant, or collectively for financial assets that are not individually significant. If the Bank determines
that no objective evidence of impairment exists for an individually assessed financial asset, whether significant
or not, it includes the asset in a group of financial assets with similar credit risks characteristics and collectively
assesses them for impairment. Assets that are individually assessed for impairment and for which an impair-
ment loss is, or continues to be, recognised are not included in a collective assessment of impairment.

If there is an objective evidence that an impairment loss has been incurred, the amount of the loss is meas-
ured as the difference between the assets’ carrying amount and the present value of estimated future cash flows
(excluding future expected credit losses that have not yet been incurred). The carrying amount of the asset is
reduced through the use of an allowance account and the amount of the loss is recognised in the income state-
ment. Interest income continues to be accrued on the reduced carrying amount based on the original effective
interest rate of the asset. Loans together with the associated allowance are written off when there is no realistic
prospect of future recovery and all collateral has been realised or has been transferred to the Bank. If, in a sub-
sequent year, the amount of the estimated impairment loss increases or decreases because of an event occurring
after the impairment was recognised, the previously recognised impairment loss is increased or reduced by
adjusting the allowance account. If a future write-off is later recovered, the recovery is credited to the income
statement.

The present value of the estimated future cash flows is discounted at the financial asset’s original effective
interest rate. If a loan has a variable interest rate, the discount rate for measuring any impairment loss is the
current effective interest rate. The calculation of the present value of the estimated future cash flows of a col-
lateralised financial asset reflects the cash flows that may result from foreclosure less costs for obtaining and
selling the collateral, whether or not foreclosure is probable.

For the purpose of a collective evaluation of impairment, financial assets are grouped on the basis of the
Bank’s internal credit grading system that considers credit risk characteristics such as asset type, industry,
geographical location, collateral type, past-due status and other relevant factors.
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kiin olub olmamasindan asili olmayaraq, girovun almmasi va satilmasi ilo bagli masrafleri ¢ixmagqla girov
aktivinin 6zgoninkilogdirilmesindan irali galon pul vesaitlori harokatlorini oks etdirir.

Doyarsizlogmonin macmu sokildo qiymatlondirilmosi mogsadilo maliyys aktivleri Bankin daxili kredit
reytinglori sistemi osasinda qruplara boliiniir vo bu zaman aktivin novii, iqtisadi sektoru, cografi mdovqeyi,
girovu novii, 6donig vaxtinin kegib kegmomaosi vo digor miivafiq amillor kimi kredit riskinin xiisusiyyatlori
1nozoro alinir.

Macmu sokildo dayarsizlosma baximindan giymotlondirilmis maliyys aktivleri qrupu fizra pul vasaitlorinin
golocak pul harokoatlori bu qrupa daxil olan aktivlerin kredit riski xiisusiyyatlori ilo analoji xiisusiyyatlora
malik aktivlor {izra zararlarlo bagl tarixi malumat asasinda miiayyan edilir. Zararlarla bagl tarixi molumatda
homin molumatin aid oldugu illards tosir gostarmamis cari soraitlarin tasirini aks etdirmok vo kegmis miiddatin
hazirda méveud olmayan saraitlorinin tasirini istisna etmok moqgsadilo miisahida edilon bazarda cari malumat
osasinda diizalislor edilir. Galocak pul vesaitlari horakatlorinda dayisikliklorin giymatlondirmoalori har il tigtin
miisahido edilon bazarda miivafiq melumatlardaki doyisikliklori (misal tigilin igsizlik seviyyasi, dasinmaz
omlakin qiymatlori, amtas giymatlari, 6donis statusunda dayisikliklori va ya qrupun ¢akdiyi zararlari vo ya
onlarin hocmini oks etdiron digor amillori) oks etdirir. Galocak pul vesaitlori haroketinin qiymatlondirilmosi
tictin istifada edilmis metod v farziyyslor miintozom qaydada yenidon baxilir ki, qiymatlondirilmis zararlarlo
faktiki naticaler arasindaki forqlor azaldilsin.

Odoma miiddbati tamamlanana gador saxlanilan maliyya investisiyalar:

Odomo miiddati tamamlanana qadar saxlamilan alotlor tigiin Bank doyarsizlosmaya dair obyektiv siibutun
olub olmamasini qiymotlondirir. Dayarsizlosma zorarini ¢okilmasine dair obyektiv siibut méveud olanda,
zararin mablagi aktivin balans dayari ila prognozlasdirilan galacok pul harakatlarinin cari doyari arasinda farqla
oleiiliir. Aktivin balans doyari azaldilir va zorarin moblagi monfoat vo zorer haqqinda hesabatda oks etdirilir.

Ogor sonraki ilde proqnozlagdirilan doyarsizlogme zorarinin mablogi doyersizlosma tanindiqdan sonra bag
vermis hadisa naticasindo azalirsa, avval rasmi sokildo mablaglor manfaat vo zerar haqqinda hesabata aid
edilmalidir.

Kreditlorin restrukturizasiyast

Imkan dairesindo Bank girova yiyalonmok avazino kredit sortlorini doyisdirmoyo ¢alisir. Buna miigavilo
ilo nazarda tutulmus 6donis miiddatlerinin uzadilmasi va yeni kredit sortlarinin razilasdirilmasi daxildir. Yeni
sartlor miiayyan edildiyi taqdirdo, kredit vaxti 6tmiis hesab olunmur. Biitiin meyarlarin garsilanmasi va galacok
6danislorin miimkiinlitytindon omin olmaq moaqsadila Bank rohbarliyi restrukturizasiya edilmis kreditlori daim
nazardan kegirir. Belo kreditlar fordi va ya macmu qaydada doyersizlosmays moruz qalmaqda davam edir va
onlarin 6denilan doyari kredit tizrs ilkin effektiv faiz doracasini istifade etmoklo hesablanir.

Maliyyo aktivlorinin vo 6hdoliklorinin u¢otdan ¢ixarilmasi
Maliyya aktiviori

Maliyya aktivi (va ya miivafiq hallarda maliyys aktivinin bir hissasi va ya analoji maliyya aktivlori qrupunun
bir hissasi) asagidaki hallarda balansda aks etdirilmir:

. aktivden pul vesaitlarini almaq hiiquglarmin vaxti basa ¢atmisdir;

. Bank 6ziiniin aktivden pul vasaitlerini almaq hiiquqlarini tiglincii torafa kegirmis va ya aktivdan pul
vosaitlorini almaq hiiququnu saxlayaraq, onlar1 “tranzit” razilagmasi osasinda tam mablogda va ¢ox yuban-
madan 6domok Shdaliyini gotiirmisdiir; vo

. Bank: (a) aktiv tizra, demak olar ki, biitiin risk va samaralar 6tiirmiis; (b) aktiv tizra, demok olar ki,
biitiin risk vo somaralor 6tiirmomis v onlari 6ziinds saxlamagqla, yalmz aktiv {izro nozarati 6tiirmiisdiir.
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Future cash flows on a group of financial assets that are collectively evaluated for impairment are estimated
on the basis of historical loss experience for assets with credit risk characteristics similar to those in the group.
Historical loss experience is adjusted on the basis of current observable data to reflect the effects of current con-
ditions that did not affect the years on which the historical loss experience is based and to remove the effects of
conditions in the historical period that do not exist currently. Estimates of changes in future cash flows reflect,
and are directionally consistent with, changes in related observable data from year to year (such as changes in
unemployment rates, property prices, commodity prices, payment status, or other factors that are indicative of
incurred losses in the group or their magnitude). The methodology and assumptions used for estimating future
cash flows are reviewed regularly to reduce any differences between loss estimates and actual loss experience.

Held-to-maturity financial investments

For held-to-maturity investments the Bank assesses individually whether there is objective evidence of
impairment. If there is objective evidence that an impairment loss has been incurred, the amount of the loss is
measured as the difference between the asset’s carrying amount and the present value of estimated future cash
flows. The carrying amount of the asset is reduced and the amount of the loss is recognised in the income
statement.

If, in a subsequent year, the amount of the estimated impairment loss decreases because of an event occur-
ring after the impairment was recognised, any amounts formerly charged are credited to the income statement.

Renegotiated loans

Where possible, the Bank seeks to restructure loans rather than to take possession of collateral. This may
involve extending the payment arrangements and the agreement of new loan conditions. Once the terms have
been renegotiated, the loan is no longer considered past due. Management continuously reviews renegotiated
loans to ensure that all criteria are met and that future payments are likely to occur. The loans continue to be
subject to an individual or collective impairment assessment, calculated using the loan’s original effective
interest rate.

De-recognition of financial assets and liabilities
Financial assets

A financial asset (or, where applicable a part of a financial asset or part of a group of similar financial assets)
is derecognised where:

. the rights to receive cash flows from the asset have expired;

. the Bank has transferred its rights to receive cash flows from the asset, or retained the right to receive
cash flows from the asset, but has assumed an obligation to pay them in full without material delay to a third
party under a ‘pass-through’ arrangement; and

. the Bank either (a) has transferred substantially all the risks and rewards of the asset, or (b) has neither
transferred nor retained substantially all the risks and rewards of the asset, but has transferred control of the
asset.
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Bank aktivdan pul vasaitlori harokatini almaq hiiququnu 6tiirmiis vo aktiv tizra, demak olar ki, biitlin risk
va somaralari na Gtiirmamis, na do onlart dziindo saxlamamisdirsa, aktiv, Bankin hamin aktivds davam edon
istirak1 miiqabilinde oks etdirilir. Otiiriilmiis aktiv {izro zomanot formasinda aktivdo istirakin davam etmosi
aktivin ilkin balans doyari ilo Bankdan tolob oluna bilocok maksimal 6donis mablaginden az olani ila 6lgiiliir.

Aktivda istirak, otiiriilmis aktiv tizra yazili va/va ya satin alinmig opsion (o climlodon 6danislor netto-asasla
aparilan opsion va ya analoji alot) formasinda davam edirsa, Bankin davam edan istirakinin hacmi Bankin geri
ala bildiyi kegirilmis aktivin dayaridir. Lakin adalatli doyarls giymatlondirilon aktiv {izra yazili put-opsionu (o
ctimladan ddanislar netto-asasla aparilan opsion va ya analoji alat) istisna toskil edir va bu halda Bankin davam
edon istirakinin hocmi, 6tiirtilon aktivin adalstli doyeri va opsionun icra qiymsatindon az olani ilo mohdudlagr.

Maliyya 6hdbaliklori
Maliyys 6hdaliyi miivafiq ohdalik icra edildikda, lagv edildikds va ya vaxti basa ¢atdiqda ugotdan gixarilir.

Movceud olan bir maliyys dhdaliyi homin kreditor qarsisinda mithiim forqli sortlorla digori ilo ovoz edildikda
va ya méveud 6hdoaliyin sartlarina shamiyyatli diizaliglor edildikds, bels avaz etma va ya diizalis ilkin 6hdaliyin
ugotdan ¢ixarilmasini vo ugotda yeni dhdaliyin aks etdirilmasini tolab edir vo miivafiq balans dayarlorindaki
farqlar manfaat va zarar haqqinda hesabatda oks etdirilir.

Omlak va avadanliglar

Omlak va avadanliq ilkin dayardan yigilmis kéhnalma va har hansi taninmis deyarsizlasma zararini ¢ixmagla
tanimir. Tikintisi tamamlanmamis vo ya xidmota baslamamis aktivlar tizro kéhnalma aktivin istifadays hazir
oldugu tarixdon hesablanir.

Omlak vo avadanliglarin balans doyari doyarsizlosmo baximindan balans doyarinin qaytarilmayacagini
gostoran hadisalor bag veronda vo ya soraitlor doyisondo yenidon qiymatlondirilir.

Aktiv istifads edilmok tigiin hazir oldugu andan bu aktiv {izra kohnolma hesablanmaga baslayir. Kéhnalma
aktivlorin prognoz edildiyi istifado miiddatlori tizra balans doyarlorini barabar hissalora bolmaklo vo asagidaki
illik faiz doracolorini istifads etmakla hesablanir:

%
Binalar va qurgular 5
Mebel, avadanliglar va sair 20-25
Kompiiterlor va rabita avadanlig 25
Nogliyyat vasitalori 15

Aktivlorin qaliq doyarlari, istifado miiddatlori vo metodlar yenidon baxilaraq, hor maliyys ilinin sonunda
lazim olduqca yenilogdirilir.

Tomir va rekonstruksiya xarclori ¢okildikca xarclora aid edilir va kapitallasdirilmali oldugu hallar istisna
olmaqla, amoliyyat masraflarina daxil edilir.

Qeyri-maddi aktivlor
Qeyri-maddi aktivler kompiiter programlari va lisenziyalardan ibaratdir.
Ayrica alinmis qeyri-maddi aktivler ilk olaraq maya dayari ilo tanmur. ilkin tanimadan sonra qeyri-maddi

aktivlor yigilmig amortizasiyani va yigilmis doyarsizlogma zorarlorini ¢ixmagqla maya doyari ilo oks etdirilir.
Qeyri-maddi aktivlarin istifado miiddotlori mahdud va ya geyri-miloyyan ola bilar.
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Where the Bank has transferred its rights to receive cash flows from an asset and has neither transferred nor
retained substantially all the risks and rewards of the asset nor transferred control of the asset, the asset is rec-
ognised to the extent of the Bank’s continuing involvement in the asset. Continuing involvement that takes the
form of a guarantee over the transferred asset is measured at the lower of the original carrying amount of the
asset and the maximum amount of consideration that the Bank could be required to repay.

Where continuing involvement takes the form of a written and/or purchased option (including a cash-settled
option or similar provision) on the transferred asset, the extent of the Bank’s continuing involvement is the amount
of the transferred asset that the Bank may repurchase, except that in the case of a written put option (including a
cash-settled option or similar provision) on an asset measured at fair value, the extent of the Bank’s continuing
involvement is limited to the lower of the fair value of the transferred asset and the option exercise price.

Financial liabilities
A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires.

Where an existing financial liability is replaced by another from the same lender on substantially different
terms, or the terms of an existing liability are substantially modified, such an exchange or modification is
treated as a de-recognition of the original liability and the recognition of a new liability, and the difference in
the respective carrying amounts is recognised in the income statement.

Property and equipment

Property and equipment are carried at cost, less accumulated depreciation and any accumulated impairment.
Depreciation on assets under construction and those not placed in service commences from the date the assets
are ready for their intended use.

The carrying values of property and equipment are reviewed for impairment when events or changes in cir-
cumstances indicate that the carrying value may not be recoverable.

Depreciation of an asset begins when it is available for use. Depreciation is calculated on a straight-line basis
over the estimated useful lives using the following rates:

%
Buildings 5
Furniture and fixtures 20-25
Computers and office equipment 25
Motor vehicles 15

The asset’s residual values, useful lives and methods are reviewed, and adjusted as appropriate, at each
financial year-end.

Costs related to repairs and renewals are charged when incurred and included in other operating expenses,
unless they qualify for capitalization.

Intangible assets
Intangible assets include computer software and licenses.
Intangible assets acquired separately are measured on initial recognition at cost. Following initial recognition,

intangible assets are carried at cost less any accumulated amortisation and any accumulated impairment losses.
The useful lives of intangible assets are assessed to be either finite or indefinite.
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Mohdud istifade miiddati olan geyri-maddi aktivlera 10 illik istifado miiddati tizro amortizasiya hesablanir vo
homin geyri-maddi aktivlor iizro miimkiin doyersizlosma slamatlori movcud olanda doyarsizlosmo baximindan
giymotlondirmo aparilir. Qeyri-maddi aktivler {izro amortizasiya miiddatlori vo metodlari on azi hor maliyys
ilinin sonunda tohlil edilir.

Qeyri-miiayyan istifade miiddati olan geyri-maddi aktivlara amortizasiya hesablanmir, lakin bunlar her il
fordi sokildo va ya pul vasaitlerini yaradan aktiv saviyyasinda doyarsizlogsmo baximindan yoxlanilir. Qeyri-
miioyyan istifado miiddoti olan qeyri-maddi aktivin istifado miiddatine har il yeniden baxilir vo geyri-miioyyan
istifade miiddoti prinsipinin magbul olub olmamasi miiayyan edilir.

Ehtiyatlar

Bank ehtiyatlar1 ke¢gmis hadisenin noticasi olan cari ohdaliys sahib oldugda (hiiquqi vo ya konstruktiv),
Ghdaliyin yerina yetirilmasi liglin iqtisadi somaralori tacassiim etdiron resurslarin xaric olmasinin talob
olunacagi ehtimal olundugda va 6hdoaliyin mablagi etibarli qiymatlandirils bildikds taniyr.

Dévriyyada olan banknotlar va sikkelor

Dévriyyads olan banknotlar va sikkolor Qanuna vo onun markazi bank kimi funksiyasina uygun olaraq Bank
torafindon buraxilmig kagiz vo metal pul nisanlarini aks etdirir. Dovriyyada olan banknotlar va sikkalar bal-
ansda nominal doyorls, Bankin kassalarindaki pul vesaitlorini ¢ixmagqla oks etdirilir.

Banknot va sikkaloarin istehsal1 xarclari ¢gakildikca xarclara silinir.

Kommersiya banklarinin Banka gaytardiglar1 banknotlar dovriyyaden ¢ixarilir v vaziyyatindon vo ya ganuni
Gdanis vasitasi statusundan asili olaraq, ya logv edilmoaya gondarilir, ya da Bankin ehtiyat fondlarinda saxlanilir.

Vergilor

Bank, Azarbaycan Respublikasmin qanunlarina uygun olaraq is¢ilorin omok haqglar tizro vergi agenti kimi
6domali oldugu vergilar va sosial vergilar istisna olmagla, biitiin vergilardon azaddir.

Pensiya tominati va is¢ilora digar 6danislar tizra 6hdaliklar

Bank Azorbaycan Respublikasinin dovlst pensiya tominati sistemindon slavo har hansi fordi pensiya tominati
sisteminoe malik deyildir. Bundan slava, Bank amok faaliyyati basa ¢atdigdan sonra is¢ilora 6danisler vo ya
hesablama talob edan digar iri 6danisler aparmali deyildir. Bank is¢ilorin fardi amok haglarindan v hesablanmig
omok haqqt fondundan Azarbaycan Respublikasinin qanunvericiliyi ilo nozords tutulmus hocmds vo miiddatdo
mocburi dovlat sosial sigorta haqlarmi tutur vo onlar1 dévlat pensiya fonduna kégiiriir. Iscilor toqaiide ¢ixarken
pensiya tominati tizra biitiin 6donislor dovlat pensiya fondlar1 hesabina hoayata kegirilir.

BVF-da va digar beynolxalq maliyyas institutlarinda tizvliik

Azorbaycan Respublikasinin “Azorbaycan Respublikasimin Milli Banki haqqinda Qanunu”nun 9-cu
maddasinin miiddealarina uygun olaraq Bank Azarbaycan Respublikast Hokumatinin beynolxalqg maliyya
toskilatlarinda (misal tigtin, BVF, Diinya Banki) tizvlityil ilo baglh omoliyyatlar, o ciimlodon homin togkilatlara

tizvliik haqlarinin 6denilmasi {izra vasitagisi kimi ¢ixis edir.

Beynolxalq Valyuta Fondu (BVF) beynoalxalq valyuta miinasibatlari sahasinde amokdasligi, valyuta sisteminin
sabitliyini vo nizamli valyuta rejimini dostoklomak, iqtisadi inkisafi va yiiksok saviyyali omok masgulluguna
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Intangible assets with finite lives are amortised over the useful economic lives of 10 years and assessed
for impairment whenever there is an indication that the intangible asset may be impaired. Amortisation peri-
ods and methods for intangible assets with finite useful lives are reviewed at least at each financial year-end.

Intangible assets with indefinite useful lives are not amortised, but tested for impairment annually either
individually or at the cash-generating unit level. The useful life of an intangible asset with an indefinite life is
reviewed annually to determine whether indefinite life assessment continues to be supportable.

Provisions

Provisions are recognised when the Bank has a present legal or constructive obligation as a result of past
events, and it is probable that an outflow of resources embodying economic benefits will be required to settle
the obligation and a reliable estimate of the amount of obligation can be made.

Money issued in circulation

Money issued in circulation represents banknotes and coins issued by the Bank in accordance with the Law
and its function as a central bank. Banknotes and coins in circulation are recorded on the balance sheet at their
nominal value net of cash in the Bank’s cash offices.

The expenses for the production of notes and coins are expensed as incurred.

When notes are returned to the Bank by the commercial banks they are removed from notes in circulation
and depending on their condition or legal tender status, are either sent for destruction or held under the reserve
funds of the Bank.

Taxation

The Bank is exempt from all taxes, except for taxes on employees’ remuneration as a tax agent and social
taxes, in accordance with the laws of the Republic of Azerbaijan.

Retirement and other benefit obligations

The Bank does not have any pension arrangements separate from the state pension system of Azerbaijan, In
addition, the Bank has no post-retirement benefits or other significant compensation benefits requiring accrual.
In accordance with the requirements of the Azerbaijan legislation, the Bank withholds amounts of pension
contributions from employee salaries and pays them to the state pension fund. Upon retirement all retirement
benefit payments are made by the state pension fund.

Membership in the IMF and other international financial institutions

Based on the provision of Article 9 of the Law of the Republic of Azerbaijan on the National Bank of the
Republic of Azerbaijan, the Bank acts as an intermediary of the Government of the Republic of Azerbaijan on
transactions related to the membership of Azerbaijan in international financial organizations (i.e. IMF, World
Bank), including payment of membership fees to such organizations.

The International Monetary Fund (IMF) is an international organization established to promote international
monetary cooperation, exchange stability, and orderly exchange arrangements; to foster economic growth and
high levels of employment; and to provide temporary financial assistance to countries to help ease balance of
payments adjustment. Quotas (capital subscriptions) are the primary source of IMF resources. The IMF receives



Milli Bankin 2008-ci ilin yekunu tizra maliyya hesabatligi

sorait yaratmagq, eloco do 0donis balansinin tonzimlonmasini asanlasdirmaga komok etmok tigiin 6lkalora
miivaqgeti maliyys yardimini gostarmok magsadila yaradilmis beynalxalq togkilatdir. BVF resurslarinin asas
manbayi kvotalardir (kapitalda istirak). BVF 6z resurslarini tizvii olan 6lkalardan oalda edir. Har bir 6lkenin tizv-
lilyti, va ya kvotasi, genis sokilda 6lkanin iqtisadi hacmi asasinda va analoji 6lkalarin kvotalarini nazaras almagla
miioyyan edilir. Uzvlorin kvotast BVF ilo miinasibatlorin asas maliyyo va taskilati aspektlorini tosvir edir.

BVF-na 6donilen tizvliik haqqi Xiisusi Borcalma Hiiquqlari (XBH) ils ifads edilir vo BVF-nun ilin sonuna
miioyyan etdiyi mozonna ilo manatla yenidon hesablamir. Azarbaycan Respublikasi Maliyys Nazirliyinin BVF
kvotast ila bagl buraxdig1 lizvliik kvotasi va giymatli kagizlar, Bankin aktiv va ¢hdsliklarini tomsil etmadiyi
tictin, hazirki balansa daxil edilmir, lakin maliyys hesabatlarma 8-ci Qeydds agiglanir.

Sarti aktivlar va 6hdalikler

Sorti ohdaliklor balansda oks etdirilmir, lakin onlarin ddenilmasi {i¢iin ehtiyatlarin xorclonmasi ehtimali
az olanda, maliyys hesabatlarinda agiqlanir. Sorti aktivlor balansda oks etdirilmir, lakin onlarla bagli iqtisadi
faydalarin daxil olmasi ehtimal edilonds maliyys hesabatlarinda agiqlanir.

Golir va xarclarin taninmasi

Golir Bank tarafindan iqtisadi samaranin oldo edilmasi ehtimal edilonda va xarclar etibarli sokilda dlgiila
bilonds tanimir. Galirin tanminmast tigiin agagidaki xiisusi tanima meyarlari da qarsilanmalidir.

Faiz va analoji galir va xarclor

Faiz qazandiran va ticarat Uigiin tosnif edilmis qiymatli kagizlar vo amortizasiya olunmus doyari ila
giymatlondirilan biitiin maliyya alatlori tizrs faiz galirlari va ya xarclari effektiv faiz daracasi ilo taninir. Homin
daraca giymatlandirilon galacak pul vasaitlari 6danislarini va ya daxilolmalarini maliyya alatinin ehtimal edilon
istifado miiddati vo ya daha qisa miiddat arzinds maliyys aktivinin va ya 6hdaliyinin xalis balans doyarinadok
diskontlagdirir. Hesablama zamani maliyys alati {izra biitiin miiqavila sortlori (misal {igiin avvalcoden 6doma
imkant), eloco do alotlo bilavasita bagh va effektiv faiz doracasinin torkib hissesi olan biitiin haqlar va olava
xorclar nozare almir, lakin galocok kredit zorarlori nozera alinmir. Bank maliyys aktivi vo ya 6hdsliklari tizro
6donis va daxilolmalara dair giymatlondirmalarine yenidon baxdigda, hamin aktiv vo ohdaliklorin balans
doyarins diizalislar edir. Diizalis edilmis balans dayari ilkin effektiv faiz daracasi asasinda hesablanir va balans
doyarindos doyisiklik faiz goliri vo ya xorci kimi taninir.

Maliyys aktivinin va ya analoji maliyya aktivlori qrupunun qeyde alinmis doyeri doyarsizlosma zorarine géra
azalarsa, faiz goliri, yeni balans doyorino ilkin effektiv faiz doracasini totbiq etmokls oks etdirilir.

Haqq va komissiya galiri va xarci

Bank haqq vo komissiya golirini miistorilora gostordiyi xidmotlordan oldo edir. Haqq ve komissiya galirina
xidmatlor gostarildikco golir kimi tanmnan nagd valyuta ilo amaliyyatlar vo miistori hesablarinin xidmatlori
tizra haglar daxildir. Haqq va komissiya xarclorina xarici menecerlora, brokerlara 6danilon xidmat haglari va
depozitari xarclori aiddir.
Xarici valyutanin cevrilmosi

Maliyys hesabatlar1 Bankin funksional va taqdimat valyutasi olan Azarbaycan manati ila toqdim edilir. Xarici

valyutalarla aparilan amaliyyatlar ilk 6nca amaliyyat tarixinda qiivvada olan valyuta moazennasi ila funksional
valyutaya gevrilir. Xarici valyuta ilo olan monetar aktivlor vo 6hdsliklor hesabat tarixine mazonnodon istifado
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its resources from its member countries. Each country’s subscription, or quota, is determined broadly on the
basis of the economic size of the country, and taking into account quotas of similar countries. A member’s quota
delineates basic aspects of its financial and organizational relationship with the IMF.

Membership fee payable to IMF are denominated in Special Drawing Rights (SDR) and are revalued in AZN
at the rate of exchange set by the IMF at year-end. Membership quota and securities issued by the Ministry of
Finance of the Republic of Azerbaijan in respect of IMF quota are not presented as on-balance sheet as they do
not represent the assets and liabilities of the Bank, but are considered as off-balance sheet and are accordingly
disclosed in Note 8 to the financial statements.

Contingencies

Contingent liabilities are not recognised in the balance sheet but are disclosed unless the possibility of any
outflow in settlement is remote. A contingent asset is not recognised in the balance sheet but is disclosed when
an inflow of economic benefits is probable.

Recognition of income and expenses

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Bank and the
revenue can be reliably measured. The following specific recognition criteria must also be met before revenue
is recognised:

Interest and similar income and expense

For all financial instruments measured at amortised cost and interest bearing securities classified as trading,
interest income or expense is recorded at the effective interest rate, which is the rate that exactly discounts
estimated future cash payments or receipts through the expected life of the financial instrument or a shorter
period, where appropriate, to the net carrying amount of the financial asset or financial liability. The calcula-
tion takes into account all contractual terms of the financial instrument (for example, prepayment options) and
includes any fees or incremental costs that are directly attributable to the instrument and are an integral part of
the effective interest rate, but not future credit losses. The carrying amount of the financial asset or financial
liability is adjusted if the Bank revises its estimates of payments or receipts. The adjusted carrying amount is
calculated based on the original effective interest rate and the change in carrying amount is recorded as interest
income or expense.

Once the recorded value of a financial asset or a group of similar financial assets has been reduced due to an
impairment loss, interest income continues to be recognised using the original effective interest rate applied to
the new carrying amount.

Fee and commission income and expense

The Bank earns fee and commission income from a diverse range of services it provides to its customers.
Fee and commission income includes cash collection fees and customer services fees, which are recognized
as revenue as the services are provided. Fee and commission expense consists of external manager, brokerage
and custodian fees.

Foreign currency translation

The financial statements are presented in Azerbaijan Manats, which is the Bank’s functional and presentation
currency. Transactions in foreign currencies are initially recorded in the functional currency, converted at the
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2008 2007
1 ABS dollari 0.801 AZN 0.8453 AZN
1 AVRO 1.1292 AZN 1.2450 AZN
1 Funt sterling 1.1621 AZN 1.6876 AZN
1 Xiisusi Borcalma Hiiquqlart 1.2468 AZN 1.3343 AZN

etmoklo funksional valyutaya gevrilir. Xarici valyutalarla olan emaliyyatlarin ¢evrilmesinden yaranan biitiin
forqlor manfoat vo zerar haqqinda hesabatda “Xarici valyutalarla omoliyyatlar tizra xalis golir — Mozonno
forqi” maddasi tizro taninir. Xarici valyuta ils olan ve ilkin dayeri ilo qiymetlondirilon geyri-monetar maddsler
omoliyyatin hoyata kegirilmo tarixine movcud olan mozennoys gore gevrilir. Xarici valyuta ilo olan va
adalatli dayerls giymatlondirilon geyri-monetar maddslor adalatli doyarin toyin edildiyi tarixde movcud olan
mozannaya gora gevrilir.

Xarici valyuta ilo amoliyyatin miiqavilo mazennasi ilo Bankin homin amsliyyat tarixine rosmi mezennaosi
arasinda forqlar xarici valyuta ilo emsliyyatlar {izra xarclari ¢rxmaqla galirlors daxil edilir.

Bank bu maliyys hesabatlarinin hazirlanmas tigtin 31 dekabr 2008-ci vo 2007-ci il tarixlerine olan asagidaki
xarici valyuta mozennolorindan istifads etmisdir:

Miihasibat ugotu prinsiplorinds golocok dayisikliklor
Qobul edilmis, lakin halo qiivvoye minmomis standart va sarhlor

Maliyys hesabatlari tosdiq edildiyi tarixo miioyyan yeni standartlar, serhlor vo qiivvads olan standartlara
duizalislor gobul edilmis, lakin cari hesabat tarixine bunlar hale qlivveys minmayib vo Bank bunlar1 hals qabul
etmomisdir, o ctimlodon:

MHBS-nin tokmillasdirilmasi

2008-ci ilin may ayinda Miihasibat Ugotunun Beynalxalq Standartlari Suras1 (“MUBSS”), illik tokmillasdirma
layihasinin naticasi olaraq, MHBS-na diizalislor buraxmigdir. Bunlar togdimat, tanima va ya 6lgma maqsadlari
ilo miihasibat ugotunda doyisikliklorin aparilmasi ilo naticolonan diizolislorden, eloco do bir sira MHBS
standartlari ilo bagl terminoloji vo ya redakts diizalislorindan ibarat idi. Diizaliglerin oksariyyati 1 yanvar 2009-
cu il tarixinds va ya bundan sonra baslayan dévrlars tatbiq edilir, lakin bunlarin daha avvalki dovrlara do tatbiq
edilmasina yol verilir. Hal-hazirda Bank bu diizalislerin qabul edilmasinin maliyys hesabatlarina gostaracok
tosirini qiymatlondirir.

MUBS 23 “Borcalma xarclori” (Diizalis)

Diizalis edilmis MUBS 23 “Borcalma xarclori” 2007-ci ilin mart ayinda buraxilmig vo 1 yanvar 2009-
cu il tarixinds vo ya bundan sonra baglayan dovrlers totbiq edilir. Bu standarta diizolis edildikden sonra,
borcalma xorclori miivafiq meyarlara uygun aktivin alinmasi vo ya tikilmesine birbasa aid olanda, bunlarin
kapitallagdirilmast tolab edilir. Miivafiq meyarlara uygun olan aktiv elo bir aktivdir ki, onun nozasrds tutulan
istifadasi va ya satilmasi tigiin shomiyyatli vaxt tolab olunur. Bu standartin kecid talablarine uygun olaraq Bank
bunu golacak dayisiklik kimi qobul edacokdir. Miivafiq olaraq, borcalma xarclari 1 yanvar 2009-cu il tarixinden
sonra miivafiq meyarlara uygun aktivler tizro kapitallagdirilacaqdir. Bu tarixadek ¢okilmis vo masroflore
yazilmig borcalma xarclorinds heg bir dayisikliklor aparilmayacaqdir.
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2008 2007
1 US Dollar 0.8010 AZN 0.8453 AZN
1 Euro 1.1292 AZN 1.2450 AZN
1 Pound sterling 1.1621 AZN 1.6876 AZN
1 Special Drawing Right 1.2468 AZN 1.3343 AZN

rate of exchange ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign
currencies are translated at the functional currency rate of exchange ruling at the balance sheet date. Gains and
losses resulting from the translation of foreign currency transactions are recognised in the income statement
as gains less losses from foreign currencies - translation differences. Non-monetary items that are measured in
terms of historical cost in a foreign currency are translated using the exchange rates as at the dates of the initial
transactions. Non-monetary items measured at fair value in a foreign currency are translated using the exchange
rates at the date when the fair value was determined.

Differences between the contractual exchange rate of a transaction in a foreign currency and the Bank’s
exchange rate on the date of the transaction are included in gains less losses from dealing in foreign currencies.

The Bank used the following official exchange rates at 31 December 2008 and 2007 in the preparation of
these financial statements:

Future changes in accounting policies
Standards and interpretations issued but not yet effective

Up to the date of approval of the financial statements, certain relevant new standards, interpretations and
amendments to existing standards have been published that are not yet effective for the current reporting period
and which the Bank has not early adopted, as follows:

Improvements to IFRS

In May 2008, the IASB issued amendments to [FRS, which resulted from the IASB’s annual improvements
project. They comprise amendments that result in accounting changes for presentation, recognition or measure-
ment purposes as well as terminology or editorial amendments related to a variety of individual IFRS standards.
Most of the amendments are effective for annual periods beginning on or after January 1, 2009, with earlier
application permitted. The Bank is currently evaluating the potential impact that the adoption of the amend-
ments will have on its financial statements.

I4S 23 “Borrowing Costs " (Revised)

A revised IAS 23 Borrowing costs was issued in March 2007, and becomes effective for financial years
beginning on or after 1 January 2009. The standard has been revised to require capitalisation of borrowing costs
when such costs relate to a qualifying asset. A qualifying asset is an asset that necessarily takes a substantial
period of time to get ready for its intended use or sale. In accordance with the transitional requirements in the
Standard, the Bank will adopt this as a prospective change. Accordingly, borrowing costs will be capitalised
on qualifying assets with a commencement date after 1 January 2009. No changes will be made for borrowing
costs incurred to this date that have been expensed.
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4. Mithtim miihasibat ugotu mithakimalari va progqnozlari
Qiymatlondirmalarle baglt qeyri-miisyyanliklor

Bankin rohborliyi torefindon ugot qaydalarinin totbiq edilmosi zaman1 maliyys hesabatlarinda oks etdirilmis
mablaglors tosir gostormis mithakimalor ¢ixarilmis vo prognozlar verilmisdir. ©n mithiim mithakimolors vo
prognozlara asagidakilar daxildir:

Kreditin dayarsizlagmasi ticiin ehtiyat

Bank miintazoam gaydada kreditlarinin va debitor borclarinin dayarsizlogsma baximindan tohlilini aparir. Bank
borcalan maliyys ¢atinliklori ilo garsilagdigi vo analoji borcalanlar haqqinda kifayet godor faktiki molumatlar
olmayan hallarda dayarsizlasma zararlorinin giymatlondirilmasinda subyektiv mithakimalordan istifada edir.
Eynils, Bank qrupa daxil olan borcalanlarin 6hdaliklari 6domak statusunda moanfi dayisikliklors vo ya Bankin
daxilinds aktivlor tizra dhdaliklorin yerins yetirilmomasi ilo alagali olan dévlat va ya yerli igtisadi soraitlorin
doyismasina isara edon miisahide edilon molumatlar asasinda goalacok pul vasaitleri axinlarinda dayisikliklori
qiymatlondirir. Rahbarlik kreditlar va debitor borclari qruplari tizra analoji kredit riski va obyektiv dayarsizlogsma
stibutlar1 olan aktivlerla bagli zararlerin strukturu haqqinda tarixi molumatlar asasinda qiymoatlondirmalardan
istifada edir. Bank cari soraitlori oks etdirmok moaqsadils kreditlar va ya debitor borclart qrupu tigiin miisahida
edilon malumatlarda diizalis aparmaq {i¢tin mithakimoalordan istifads edir.

Odoma miiddoti tamamlanana gador saxlanilan investisivalarin dayarsizlosmasi

Bank borc qiymotli kagizlarina investisiyalari, o cimlodon aktiv bazarda alinib-satilmayan qiymatli kagizlara
malikdir. Bazar soraitindo galacak monfi doyisikliklor va ya amaliyyat naticalari investisiyalarin cari balans
doyarinds oks etdirilo bilmayan zararlara gatirib ¢ixararaq, galacakda dayarsizlosma xarclarini talab eda bilar.
Bank miintozom olaraq investisiyalarin1 nazordon kegirarok, doyerin azala bilmosini gostoron olamotlorin
olub-olmamasmi miioyyon edir. Bu tohlillor golocok hadisalorin noticolorinin qiymatlondirilmasini vo
doyarsizlasmanin bas vermasini gostaran amillarin méveud olub-olmamasimin miiayyan edilmasini talob edir.

5. Pul vasaitlori vo pul vosaitlorinin ekvivalentlori

Pul vesaitlori vo pul vasaitlarinin ekvivalentlori asagidakilardan ibaratdir:

2008 2007
Kassada xarici valyutada olan pul vesaitlori 69,799 66,803
Qeyri — rezident banklardaki cari hesablar 4,070,077 1,726,869
Qeyri — rezident banklardaki 90 giinadek miiddatli depozitlor 261,591 1,003,842
Pul vasaitlori va pul vesaitlorinin ekvivalentlori 4,401,467 2,797,514

31 dekabr 2008-ci il tarixino Pul vasaitlari vo pul vesaitlorinin ekvivalentlorina beynslxalq miqyasda taninmis
iki Iqtisadi ©mokdasliq vo Inkisaf Toskilat: (IDIT) bankina amanat qoyulmus 3,749,844 min manat daxildir
(2007 — beynalxalq miqyasda taninmus iki [9IT bankinda 1,627,118 min manat). 31 dekabr 2008-ci il tarixino
miiddatli depozitlr beynalxalq miqyasda tanimmus 91T banklarinda 0.8% - 5.7% (2007 — 4.3% - 6.7%) effek-
tiv illik faiz daracasi ilo qoyulmusdur.
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4. Significant accounting judgements and estimates
Estimation uncertainty

In the process of applying the Bank’s accounting policies, management has used its judgements and made
estimates in determining the amounts recognised in the financial statements. The most significant use of judge-
ments and estimates are as follows:

Allowance for loan impairment

The Bank regularly reviews its loans and receivables to assess impairment. The Bank uses its judgement to
estimate the amount of any impairment loss in cases where a borrower is in financial difficulties and there are
few available sources of historical data relating to similar borrowers. Similarly, the Bank estimates changes in
future cash flows based on the observable data indicating that there has been an adverse change in the payment
status of borrowers in a group, or national or local economic conditions that correlate with defaults on assets
in the Bank. Management uses estimates based on historical loss experience for assets with credit risk charac-
teristics and objective evidence of impairment similar to those in the Bank of loans and receivables. The Bank
uses its judgement to adjust observable data for a group of loans or receivables to reflect current circumstances.

Impairment of held-to-maturity investments

The Bank holds investments in debt securities, including those that do not trade in an active market. Future
adverse changes in market conditions or poor operating results could result in losses that may not be reflected
in an investment’s current carrying value, thereby requiring an impairment charge in the future. The Bank
regularly reviews its investments to determine if there have been any indicators that the value may be impaired.
These reviews require estimating the outcome of future events and determining whether factors exist that indi-
cate impairment has occurred.

5. Cash and cash equivalents

Cash and cash equivalents comprise:

2008 2007
Cash on hand in foreign currency 69,799 66,803
Current accounts with other credit institutions 4,070,077 1,726,869
Time deposits with credit institutions up to 90 days 261,591 1,003,842
Cash and cash equivalents 4,401,467 2,797,514

As of 31 December 2008 cash and cash equivalents included AZN 3,749,844 thousands placed with two
internationally recognized Organization for Economic Co-operation and Development (“OECD”) banks (2007
— AZN 1,627,118 thousands with two internationally recognized OECD banks). As of 31 December 2008 time
deposits were placed with internationally recognized OECD banks with effective annual interest rate of 0.8%-
5.7% (2007 - 4.3%-6.7%).
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6. Qeyri-rezident banklardaki vosaitlor

Qeyri-rezident banklardaki vasaitlar asagidakilardan ibaratdir:

2008 2007
90 giindon artiq miiddatli depozitlor 162,149 374,300
Bloklagdirilmis hesab - 3,172
Qeyri-rezident banklardaki vasaitlar 162,149 377472

31 dekabr 2008-ci il tarixino kredit taskilatlarndan almacaq mablaglor beynolxalq miqyasda tanmmis 91T
banklarma 0.07% - 2.94% (2007 — 4.6% - 5.2%) effektiv illik faiz daracasi ilo qoyulmus ve ddoma miiddati
2009-cu ilda basa catan vasaitlardan ibaratdir (2007 — 6doma miiddati 2008-ci ilds basa ¢atmisdir).

7. Beynolxalq Valyuta Fondu ilo hesablagsmalar

2008 2007

Aktivlor
Xiisusi Borcalma Hiiquqlar1 (XBH) ilo smanatlor 1,305 8,568
Ohdoliklor
BVF-nun cari hesablari 712 760
BVF-dan alinmis kreditlor:

Yoxsullugun Azaldilmasi va inkisaf Mexanizmi (YAIM) 61,365 15,512

Ehtiyat Dastoklomo Mexanizmi (EDM) - 63,223

Genislondirilmis Fond Mexanizmi (GFM) 2,126 7,620
Comi alinmis kreditlor 63,491 86,355
BVF qarsisinda éhdsliklor 64,203 87,115
Balansdan kanar qahqlar
BVF-doki kvota 216,642 212,060
BVF-daki kvota tizra buraxilmis giymatli kagizlar (216,642) (212,060)
BVF-don alinmus kreditlor tizra buraxilmis qiymotli kagizlar (1,776) (7,716)

XBH il> amanatlor

XBH ilo amanatlors BVF-dan kreditlarin alinmasi va hesablagsmalarim aparilmasi magsadils istifada edilon
Bankin BVF-da yerlosan cari hesabi daxildir. XBH ilo amanatlorlo bagli hesablanmis faiz iri pul bazarlarinda
qisamiiddatli bazar faiz deracalori asasinda hor hafto BVF torafindon miioyyan edilon doracolori istifads etmoklo
hesablanir. 2008-ci il arzinds orta daraca ilda 2.55% olmusdur (2007 - 4.07%).

BVF-nun cari hesablar
Bank iki ayrica hesab aparmalidir: BVF No. 1 vo BVF No. 2. BVF No. 1 hesabi BVF-nun funksional

omoliyyatlarin1 aparmaq, BVF No. 2. hesabi isa BVF torofindon manatla ¢akilon amaliyyat masraflori {igiin
istifada edilir.
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6. Amounts due from credit institutions

Amounts due from credit institutions comprise:

2008 2007
Time deposits for more than 90 days 162,149 374,300
Blocked account - 3,172
Amounts due from credit institutions 162,149 377,472

As of 31 December 2008 amounts due from credit institutions were placed with internationally recognized
OECD banks with effective annual interest rate of 0.07%-2.94% (2007 — 4.6% - 5.2%) maturing in 2009 (2007
— maturing in 2008 ).

7. Balances with the International Monetary Fund

2008 2007

Assets
Special Drawing Rights (SDR) holdings 1,305 8,568
Liabilities
IMF current accounts 712 760
Borrowings from the IMF:

Poverty Reduction and Growth Facility (PRGF) 61,365 15,512

Enhanced Structural Adjustment Facility (ESAF) - 63,223

Extended Fund Facility (EFF) 2,126 7,620
Total borrowings 63,491 86,355
Amounts due to the IMF 64,203 87,115
Off-balance sheet balances
IMF Quota 216,642 212,060
Securities held in custody in respect of IMF quota (216,642) (212,060)
Securities held in custody as collateral of borrowings (1,776) (7,716)

SDR holdings

SDR holdings represent the current account of the Bank with the IMF used for borrowings and settlements
with the IMF. Interest accrued in respect of SDR holdings is calculated using the rate set by the IMF weekly
on the basis of short-term market rates in major money markets. Average rate charged during 2008 was 2.55%
per annum (2007: 4.07%).

IMF current accounts
The Bank is required to maintain two separate accounts: IMF No. 1 and IMF No. 2. IMF No. 1 account is

intended for settlement of the IMF’s operational transactions, whereas IMF account No. 2 is used for opera-
tional expenses incurred by the IMF in AZN.
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BVF-dan almnug kreditlor

BVF-dan alinmig borc vesaitlari ilkin 6domos miiddati on ilodak olan va ilds 0.5-4.8% (2007: 0.5-5.7%) faiz
gazandiran kreditlordan ibaratdir. Kreditlorin gaytariimasi 1999-cu ilde baglamisdir. BVF-dan alinmig biitiin
kreditlor XBH ilo ifads edilir. YAIM vo EDM kreditinin miiddati 2015-ci ildo vo GFM kreditinin miiddati
2010-cu ildo basa catir. 2008-ci ildo EDM ilo YAIM birlosdilor.

BVF kvotasi va BVF kvotast iizra buraxilmis qiymatli kagizlar

160.9 milyon Xiisusi Borcalma Hiiquglart (XBH) mablogindo BVF kvotasi Azarbaycan Respublikasinin
BVF-da tizvlik hagqindan ibarotdir vo faizsizdir. Bu moblogi ddomok {igiin Azarbaycan Respublikasinin
Hoékumeati torafindon giymatli kagizlar buraxilmis va Bank torafindon BVF-nun xeyrina saxlanilir.
BVF-don alinmig kreditlor tizra buraxilmis qiymatli kagizlar

Bu giymotli kagizlar GFM borc vasaitlori ilo bagli olaraq Azarbaycan Respublikasmin Maliyys Nazirliyi
torafindon buraxilmis vo Bank torefinden miivafiq bore vasaiti tigiin girov kimi saxlanilir. Bu qiymatli kagizlar
bank torafindon saxlanildig1 tigtin, onlar balansdan konar maddsler kimi ucota alinir vo nominal doyarla togdim
olunur.

8. Ticarot qiymotli kagizlari

Miilkiyyatda olan ticarat qiymatli kagizlar asagidakilardan ibarotdir:

2008 2007
ABS Xozinadarliq notlar1 374,872 274,901
Dovlat istiqrazlari 121,434 74,457
Korporativ istigrazlar 42,025 45,063
Ipoteka ilo tomin edilmis giymatli kagizlar 3,742 37,414
Ticarat qiymatli kagizlar 542,073 431,835
2008 2007
[lik faiz Odama [llik faiz Odama
daracasi miiddati daracasi miiddati
ABS Xazinadarliq notlar 0.0%-5.1%  2009-2018 31%-5.0% 2008-2012
Dovlat istiqrazlar 0.6%-8.0%  2009-2015 2.5% - 6.5% 2008-2012
Korporativ istiqrazlar 2.9%-74%  2009-2012 3.0% - 7.4% 2008-2049
Ipoteka ilo tomin edilmis giymatl 1.7%6.5% 20112035 4.1% - 7.3% 2008-2036

kagizlar
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Borrowings

Borrowings from the IMF are loans with original maturities of ten years and bear interest from 0.5% to 4.8%
(2007: 0.5% to 5.7%) per annum. The repayment of the loans commenced in 1999. All loans received from the
IMF are denominated in SDR. PRGF and ESAF mature by 2015 and EFF loan matures by 2010. In 2008 the
ESAF was combined with PRGF.

IMF Quota and Securities held in custody in respect of IMF Quota

The IMF Quota, in the amount of Special Drawing Rights (“SDR”) 160.9 million, represents the membership
subscription of the Republic of Azerbaijan with the IMF, and is non-interest bearing. Securities were issued by
the Government of the Republic of Azerbaijan in settlement of this amount and are held by the Bank for the
benefit of the IMF.

Securities held in custody as collateral of borrowings

These securities were issued by the Ministry of Finance of the Republic of Azerbaijan in respect of the EFF
borrowings and are held by the Bank as collateral of the related borrowings. As these securities are held by the
Bank in custody they are accounted as off-balance sheet items and presented at nominal value.

8. Trading securities

Trading securities owned comprise:

2008 2007
US Treasury notes 374,872 274,901
Government bonds 121,434 74,457
Corporate bonds 42,025 45,063
Mortgage-backed securities 3,742 37,414
Trading securities 542,073 431,835
2008 2007
Interest rate . Interest rate Odamo
p.a. Maturity p-a. miiddati
US Treasury notes 0.0%-5.1% 2009-2018 3.1%-5.0% 2008-2012
Government bonds 0.6%-8.0% 2009-2015 2.5% - 6.5% 2008-2012
Corporate bonds 2.9%-7.4% 2009-2012 3.0% - 7.4% 2008-2049
Mortgage-backed securities 1.7%-6.5%  2011-2035 4.1%-173% 2008-2036
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ABS Xazinadarliq notlar1 ABS dollari ils ifads edilmis, ABS hokumati tarafinden buraxilmis v, yarimillik
kupon Odanislorini aparmagqla, beynslxalq maliyys bazarlarinda alinib-satilan notlardir. Homin qiymatli
kagizlar Bank vo Bankin xarici menecerlori tarofindon saxlanilir vo idars edilir.

Davlat istiqrazlart xarici dovlatlor torofindon buraxilmis vo Bankin xarici menecerlari tarofindon saxlanilan
va idara edilon qiymatli kagizlardir.

Korporativ istiqrazlar ABS dollari, Avro vo Funt sterling ilo ifado edilmis maliyys korporasiyalar torafindon
buraxilmig vo Bankin xarici menecerlari torafindon saxlanilan vo idars edilon qiymatli kagizlardir.

Ipoteka ilo tomin edilmis qiymaotli kagizlar ABS dollari vo Avro ilo ifads edilmis, Avropa vo ABS-mn maliyyo
toskilatlari torafindon buraxilmis vo Bankin xarici menecerlori torafindon saxlanilan vo idars edilon qiymatli

kagizlardir.

Muayyan ticarat qiymatli kagizlarinin muayyan edilmis investisiya qaydalarina uygun olaraq idara edilmasi
magsadi ilo Bank etibarli menecerlordon istifads edir vo bunlarn hamismin daimi yasayis yeri I9IT olkoloridir.

9. Rezident banklara verilmis kreditlor

2008 2007
Qisamiiddatli kreditlor 183,480 94,758
Sonuncu instansiya krediti 50,000 -
Rezident banklara verilmis kreditlor (iimumi) 233,480 94,758
Cixilsin — doyarsizlasma tigiin ehtiyat (31,934) (13,544)
Rezident banklara verilmis kreditlor (xalis) 201,546 81,214

Rezident banklara kreditlorin dayarsizlagmasi tigiin ehtiyat

Rezident banklara verilmis kreditlarin dayarsizlogmasi tigiin ehtiyatin uygunlasdirilmasi asagidaki codvalda
verilir:

2008 2007

1 yanvar (13,544) (10,146)
Dayarsizlogma xarci (18,390) (5,287)
Silinmig mablaglor - 1,889
31 dekabr (31,934) (13,544)
Fordi dayarsizlogma (30,489) (11,983)
Macmu doyarsizlogma (1,445) (1,561)
(31,934) (13,544)

Fordi sokilda qiymatlondirilmis doyarsizlosma ehtiyatini ¢ixmazdan svval 182,476 41,938

dayarsizlogmis hesab edilon kreditlorin imumi mablagi

Fordi dayarsizlagmis kreditlor

31 dekabr 2008-ci il tarixine fordi doyarsizlogms ehtiyati ayrilmis kreditlor iizra hesablanmus faiz galiri 4,426
min manatdan (2007: 1,362 min manat) ibaratdir.
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US Treasury notes are US dollar denominated notes issued by the US Government and traded internationally,
with semi-annual coupon payments, and were held and managed by the Bank and the Bank’s external managers.

Government bonds are issued by foreign governments, and were held and managed by the Bank’s external
managers.

Corporate bonds are represented by US Dollar, Euro and Pound Sterling denominated bonds of financial
corporations, and were held and managed by the Bank’s external managers.

Mortgage-backed securities are represented by US Dollar and Euro denominated securities issued by finan-
cial institutions of Europe and USA, and were held and managed by the Bank’s external managers.

The Bank uses reputable asset managers for the management of its certain trading securities per set invest-
ment guidelines which are all domiciled in OECD countries.

9. Loans to banks

2008 2007
Short-term loans 183,480 94,758
Lender of last resort loan 50,000 -
Loans to banks (gross) 233,480 94,758
Less — Allowance for impairment (31,934) (13,544)
Loans to banks (net) 201,546 81,214
Allowance for impairment of loans to banks
A reconciliation of the allowance for impairment of loans to banks is as follows:
2008 2007
At 1 January (13,544) (10,146)
[mpairment charge (18,390) (5,287)
Amounts written off - 1,889
At 31 December (31,934) (13,544)
Individual impairment (30,489) (11,983)
Collective impairment (1,445) (1,561)
(31,934) (13,544)
Gross amount of loans, individually determined to be impaired, before 182,476 41,938

deducting any individually assessed impairment allowance

Individually impaired loans

Interest income accrued on loans, for which individual impairment allowances have been recognized, as at
31 December 2008 comprised AZN 4,426 thousands (2007: AZN 1,362 thousands).
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Bankin daxili qaydalarma uygun olaraq kreditlor yalniz idars Heyatinin garari ila silino bilor.
Girov va kredit riskini azaldan digar alatlor

Tolob olunan girovun moblagi va novil qarsi-taraflorin kredit riskinin qiymsatlondirilmosinden asilidir. Girov

ndvlorinin qabul edilo bilmasi va qiymoatlondirma parametrloring dair prinsiplor miisyyen edilmisdir.

Oldo edilmis girovun asas novlari dasinmaz amlak va korporativ sshmlordir.

Bank girovun bazar doyarini izlayir, asas miigaviloya uygun olaraq slava girov tolab edir vo kreditin
doyarsizlogmasi tiglin ehtiyatin qonaotboxs yoxladigi zaman alimis girovun bazar doyerini nozarat altinda

saxlayir.

Rezident banklara verilmis kreditlorin comlosmasi

31 dekabr 2008-ci il tarixina Bankin 127,100 min manat mablaginda {i¢ iri borcalandan kredit comlogmasi
(timumi kredit portfelinin 56%-1) (2007: ¢ iri borcalandan alinacaq 31,000 min manat vo ya timumi kredit
portfelinin 33%-1) olmusdur. Hamin kreditlor igtin 9,112 min manat (2007: 1,919 min manat) moblaginda

ehtiyat yaradilmigdir.

10. Odomo miiddati tamamlanana qador saxlanilan investisiya qiymotli kagizlari

Odomo miiddoti tamamlanana qadar saxlanilan investisiya qiymatli kagizlar1 asagidakilardan ibaratdir:

Azarbaycan Respublikasinin Maliyys
Nazirliyi torafindon buraxilmis
istiqrazlar

ABS hokumatinin xazina dhdaliyi
Odonis miiddati tamamlana qador
saxlanilan qiymatli kagizlar (xalis)
Cxilsin — Dayarsizlasma ehtiyati
Odanis miiddati tamamlana

qadar saxlamilan qiymoatli kagizlar
(limumi)

Balans
dayari

209,805

79,807
134,293
(4,295)

214,100

2008

Nominal
dayar

209,940

80,100
129,840

209,940

Balans
dayari

132,424

136,685
(4,261)

136,685

Bu qiymatli kagizlarin nominal faiz doracaleri vo 6doma miiddatlori asagidaki kimidir:

Azarbaycan Respublikasinin Maliyya
Nazirliyi torafindon buraxilmig
istiqrazlar

ABS hokumatinin xazino dhdaliklori

0.2%-
0.3%

0.9%
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2008
Odomo
miiddati

2009-2023

2009

%

0.15% -
13.0%

2007

Nominal
dayar

132,264

132,264

132,264

2007
Odomo
miiddati

2008 -
2023
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In accordance with the Bank’s internal regulations, loans may only be written off with the approval of the
Management Board.

Collateral and other credit enhancements

The amount and type of collateral required depends on an assessment of the credit risk of the counterparty.
Guidelines are implemented regarding the acceptability of types of collateral and valuation parameters.

The main types of collateral obtained are real estate properties and corporate shares.

Management monitors the market value of collateral, requests additional collateral in accordance with the
underlying agreement, and monitors the market value of collateral obtained during its review of the adequacy
of the allowance for loan impairment.

Concentration of loans to banks

As of 31 December 2008 the Bank had a concentration of loans represented by AZN 127,100 thousands due
from three largest borrowers (56% of gross loan portfolio) (2007: due from the three largest borrowers - AZN
31,000 thousands or 33% of gross loan portfolio). An allowance of AZN 9,112 thousands (2007: AZN 1,919
thousands) was recognised against these loans.

10. Investment securities held to maturity

Held-to-maturity securities comprise:

2008 2007
Carrying Nominal Carrying Nominal
value value value value

Bonds issued by the Ministry of
Finance of the Republic of Azerbaijan 209,805 209,940 132,424 132,264
US Treasury bills 79,807 80,100 - -
Held-to-maturity securities (gross) 134,293 129,840 136,685 132,264
Less — Allowance for impairment (4,295) - (4,261) -
Held-to-maturity securities (net) 214,100 209,940 136,685 132,264

Nominal interest rates and maturities of these securities are as follows:

2008 2007

% Maturity % Maturity

Bonds issued by the Ministry of 0.2%- 20092023 0.15% - 2008 -
Finance of the Republic of Azerbaijan 0.3% 13.0% 2023
US Treasury bills 0.9% 2009 - -
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31 dekabr 2008-ci va 2007-ci il tarixlorino 6doms miiddoti tamamlanana qader saxlanilan qiymatli kagizlara
ABS hokumatinin ABS dollar1 ilo buraxdigi, beynolxalq dovriyyads olan, Bank torafindon saxlanilan va idara
olunan xazina dhdoliklori va Azarbaycan Respublikasinin Maliyya Nazirliyi torofindon Bank ti¢tin buraxilmig
manatla ifads edilmis agagidaki istiqrazlar daxildir:

. Bankin yenidon maliyyslosdirma doracasing barabar olan (2007-ci il: 13.0%) illik effektiv faiz doracasi
ilo buraxilmis vo 2008-ci ildo miiddati basa catmis qiymotli kagizlar. Bu qiymatli kagizlar Kapital Bank (kegmis
Birlasmis Universal Sohmdar Bank) tigiin idara va filiallarinin giindalik 6danis vo hesablasmalarin aparilmasini
tomin etmok maqsadile buraxilmigdir;

. 0.3% illik effektiv faiz deracasi ilo (2007-ci il: 0.3%) buraxilmis ve 2021-ci ilds (2007: 2021) middati
basa catan qiymotli kagizlar. Bu giymatli kagizlar 2001-ci il arzinde Aqrar-Kredit Sohmdar Camiyyatinin
markozlogdirilmis kreditlori tizre borclarin qaytarilmasi magsadils buraxilmisdir; vo

. 0.15% illik effektiv faiz doracasi ila (2007-ci il: 0.15%) buraxilmis va 2023-ci ilds (2007-ci il: 2023)
miiddati basa catan qiymatli kagizlar. Bu giymatli kagizlar 1992 — 1996 iller arzinda biidca kesirinin 6domak
tictin avval verilmis kreditlori maliyyolosdirmok moqgsadilo buraxilmigdir.

11. Omlak va avadanliglar

Omlak va avadanliglarda haraket asagidaki kimi olmusdur:

Binalar vo Mebel, Kompl'it.er Nagliyyat Basa .
. avadanliglar Vo rabitd e catdirlmamig Comi
qurgular vosair  avadanhglan Rt tikintilor

ilkin doyar
31 dekabr 2007 20,251 23,085 5,507 1,756 - 50,599
Daxilolmalar 58 5,403 189 23 5,107 10,780
Silinmalor - (70) (60) (21) - (151)
Yenidon tasniflogdirmoa - - 29 - - 29
31 dekabr 2008 20,310 28,418 5,665 1,758 5,107 61,257
Y18mis kohnalma
31 dekabr 2007 (6,349) (14,934) (2,766) (869) - (24918)
Ko6hnalma xarci (1,014) (3,487) (868) (192) - (5,561)
Silinmalor - 39 56 21 - 117
Yenidon tosniflosdirma - - 4) - - 4)
31 dekabr 2008 (7,363) (18,382) (3,582) (1,040) - (30,366)
Xalis balans dayari:
31 dekabr 2007 13,902 8,151 2,741 887 - 25,681
31 dekabr 2008 12,947 10,036 2,083 718 5,107 30,891
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Held to maturity securities as at 31 December 2008 and 2007 comprised US dollar denominated bills issued
by the US Government and traded internationally and held and managed by the Bank and the following AZN
denominated bonds issued to the Bank by the Ministry of Finance of the Republic of Azerbaijan:

. Securities issued with annual effective interest rate equalling the refinancing rate of the Bank (2007:
13.0%) and matured in 2008. These securities were issued for the purpose of providing assistance to Kapital
Bank (former United Universal Joint-Stock Bank) in processing daily settlements of its offices and branches;

. Securities issued with annual effective interest rate of 0.3% (2007: 0.3%) maturing in 2021 (2007:
2021). These securities were issued for repayment of debts on centralized loans of Rural Investment Joint Stock
Company during 2001; and

. Securities issued with annual effective interest rate of 0.15% (2007: 0.15%) maturing in 2023 (2007:
2023). These securities were issued to finance loans previously provided to cover the budget deficits during
1992 - 1996.

11. Property and equipment

The movements in property and equipment were as follows:

Computers
T Furniture anq office Motor Assets unfier Total
and fixtures equipment vehicles construction

Cost
31 December 2007 20,251 23,085 5,507 1,756 - 50,599
Additions 58 5,403 189 23 5,107 10,780
Disposals - (70) (60) (21) - (151)
Transfers - - 29 - - 29
31 December 2008 20,310 28,418 5,665 1,758 5,107 61,257
Accumulated depre-
ciation
31 December 2007 (6,349) (14,934) (2,766) (869) - (24918)
Depreciation charge (1,014) (3,487) (868) (192) - (5,561)
Disposals - 39 56 21 - 117
Transfer - - 4) - - 4)
31 December 2008 (7,363) (18,382) (3,582) (1,040) - (30,366)
Net book value:
31 December 2007 13,902 8,151 2,741 887 - 25,681
31 December 2008 12,947 10,036 2,083 718 5,107 30,891
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Binalar va Mebel, Kompﬁt_er Nagliyyat Baga .
) avadanhglar v rabito L catdirlmanmis Comi
qurgular V9 sair avadanliglart vasitalori tikintilor
ilkin dayar
31 dekabr 2006 17,712 17,646 2,746 1,754 3,010 42,868
Daxilolmalar 273 4,196 2,891 148 643 8,151
Silinmalor - (106) (168) (146) - (420)
Yenidon tosniflosdirma 2,266 1,349 38 - (3,653) -
31 dekabr 2007 20,251 23,085 5,507 1,756 - 50,599
Y18imis kohnalma
31 dekabr 2006 (5,461) (12,982) (2,588) (796) - (21,827)
Ké6hnalma xarci (888) (1,998) (339) (219) (3,444)
Silinmalor - 46 161 146 - 353
Yenidan tasniflogdirma - - - -
31 dekabr 2007 (6,349) (14,934) (2,766) (869) - (24,918)
Xalis balans dayari:
31 dekabr 2006 12,251 4,664 158 958 3,010 21,041
31 dekabr 2007 13,902 8,151 2,741 887 - 25,681

31 dekabr 2008-ci il tarixina maliyys lizingi asasinda saxlanilan avadanligin balans dayeri 358 min manat
(2007: 443 min manat) olmusdur.

12. Qeyri-maddi aktivler

Qeyri-maddi aktivlerda harokat agagidaki kimi olmusdur:

Lisenziyalar Kompiiter programi Comi
flkin dayar
31 dekabr 2007 1,255 7,292 8,547
Daxilolmalar 177 2,032 2,209
Yenidon tosniflogdirma - 27) (27)
31 dekabr 2008 1,432 9,297 10,729
Yigilmis amortizasiya
31 dekabr 2007 (708) (2,443) (3,151)
Amortizasiya xarci (124) (763) (887)
31 dekabr 2008 (832) (3,206) (4,038)
Xalis balans dayari:
31 dekabr 2007 547 4,849 5,396
31 dekabr 2008 600 6,091 6,691
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Furniture Computers Assets
o and office Motor
Buildings and fix- o — vehicles under con- Total
tures struction
Cost
31 December 2006 17,712 17,646 2,746 1,754 3,010 42,868
Additions 273 4,196 2,891 148 643 8,151
Disposals - (106) (168) (146) - (420)
Transfers 2,266 1,349 38 - (3,653) -
31 December 2007 20,251 23,085 5,507 1,756 - 50,599
Accumulated depre-
ciation
31 December 2006 (5,461) (12,982) (2,588) (796) - (21,827
Depreciation charge (888) (1,998) (339) (219) (3,444)
Disposals - 46 161 146 - 353
Transfers - - - -
31 December 2007 (6,349) (14,934) (2,766) (869) - (24,918)
Net book value:
31 December 2006 12,251 4,664 158 958 3,010 21,041
31 December 2007 13,902 8,151 2,741 887 - 25,681

The carrying value of equipment held under finance leases at 31 December 2008 was AZN 358 thousands
(2007: AZN 443 thousands).

12. Intangible assets

The movements in other intangible assets were as follows:

Licenses Computer software Total
Cost
31 December 2007 1,255 7,292 8,547
Additions 177 2,032 2,209
Transfer - (27 (27)
31 December 2008 1,432 9,297 10,729
Accumulated amortization
31 December 2007 (708) (2,443) 3,151)
Amortisation charge (124) (763) (887)
31 December 2008 (832) (3,200) (4,038)
Net book value:
31 December 2007 547 4,849 5,396
31 December 2008 600 6,091 6,691
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Lisenziyalar Kompiiter programi Comi
flkin dayar
31 dekabr 2006 943 4,300 5,243
Daxilolmalar 312 2,992 3,304
31 dekabr 2007 1,255 7,292 8,547
Y1@8ilmis amortizasiya
31 dekabr 2006 (602) (1,926) (2,528)
Amortizasiya xorci (106) (517) (623)
31 dekabr 2007 (708) (2,443) (3,151)
Xalis balans dayari:
31 dekabr 2006 341 2,374 2,715
31 dekabr 2007 547 4,849 5,396

13. Dayarsizlogma ehtiyati

Dayarsizlogma ehtiyatinda haraket asagidaki kimi olmusdur:

Odomo miiddati
tamamlanana
Banklara verilon gadar saxlanilan Dioar aktivl
kreditlor investisiya lgﬁéa (;VIZ; Comi
(Qeyd 9) qiymatli °y

kagizlart

(Qeyd 10)
31 dekabr 2006 (10,146) 3,951) 24) (14,121)
Dayarsizlogma xarci (5,287) (310) (6) (5,603)
Silinmalor 1,889 1,889
31 dekabr 2007 (13,544) (4,261) 30) (17,835)
Dayarsizlogma xarci (18,390) (34) (7) (18,431)
Silinmalor - - 2 -
31 dekabr 2008 (31,934) (4,295) 5) (36,264)

Aktivlarin dayarsizlogmasi {ictin ehtiyat slagoli aktivlorin balans doyarinden ¢ixilir.
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Licenses Computer software Total
Cost
31 December 2006 943 4,300 5,243
Additions 312 2,992 3,304
31 December 2007 1,255 7,292 8,547
Accumulated amortization
31 December 2006 (602) (1,926) (2,528)
Amortisation charge (106) (517) (623)
31 December 2007 (708) (2,443) 3,151)
Net book value:
31 December 2006 341 2,374 2,715
31 December 2007 547 4,849 5,396

13. Impairment allowances

The movements in impairment allowances were as follows:

Investment
Loans to banks securities Other assets

(Note 9) held-to- (Note 14) Total

maturity

(Note 10)
31 December 2006 (10,146) (3,951) (24) (14,121)
Impairment charge (5,287) (310) (6) (5,603)
Write-offs 1,889 1,889
31 December 2007 (13,544) (4,261) 30) (17,835)
Impairment charge (18,390) (34) (7 (18,431)
Write-offs - - 2 -
31 December 2008 (31,934) (4,295) ) (36,264)

Allowance for impairment of assets is deducted from the carrying amounts of the related assets.
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14. Sair aktivlor va ohdaliklor

Sair aktivlor asagidakilardan ibarotdir:

2008 2007
Qabagcadan 6domolor 22,933 46,598
Digor debitorlar 2,152 1,670
sgilora verilmis kreditlor 1,788 1,494
Torama maliyys aktivlari 592 232
27,465 49,994
Cxilsin — dayarsizlasma ehtiyatt (35) (30
Sair aktivlor 27,430 49,964
Sair ohdslikler agagidakilardan ibaratdir:
2008 2007
Toromo maliyyo chdoliklori 6,806 402
Maliyys lizinqi tizrs Ghdaliklor 125 307
Odonilmokda olan mobloglor 93 160
Digar 89 114
Sair ohdaliklor 7,113 983

Torama maliyya aktiviari va hdaliklor

Bank ticarat moqsadlori {i¢iin téromo maliyya alotlorindon istifade edir. Asagidaki cadval aktivler vo ya
Ghdaliklar kimi qeydos alinmig toromo maliyys alotlorinin odalatli doyarlorini gorti maebloglori ilo birlikda
gostorir. Sorti mablog, imumi gostorilmaklo, miivafiq toroma aktivin mablagidir vo toromoalorin daysrinds
doyisikliklori 6lgmok tii¢lin baza kimi ¢ixis edir. Sorti mabloglor ilin sonuna basa ¢catmamis omoliyyatlarin
hocmini gostarir vo no bazar riskini, na do kredit riskini oks etdirmir.

2008 2007

St chdely Odalatli dayar | Yen.iden éhdelsierit; Odalatli dayar | Yen'iden

2525 mabladi . o qiymetlondirma Y ) « . qiymotlondirma

gl Aktiv  Ohdolik itzro xalis golir asa}s. Aktiv  Ohdalik iizta xalis zorar

moblogi

Valyuta
miiqavilolori

Forvardlar 89,606 592 (6,806) 6214) 86677 232 (402) (170)
Cami torama

aktivlar / 89,606 592 (6,806) (6,214) 86,677 232 (402) (170)
(6hdaliklar)

31 dekabr 2008-ci il tarixine, Bank asagidaki toroma novlori tizro movqelors malik idi:
Forvard miigavilalori
Forvard miiqavilalori miioyyan maliyys alotinin golocokds miloyyan qiymatlo va tarixde alinmasi va

ya satilmas1 haqqinda miiqavilo razilagsmasidir. Forvardlar birjadan kenar bazarda hayata kegirilon xiisusi
omoliyyatlardr.
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14. Other assets and liabilities

Other assets comprise:

2008 2007
Prepayments to suppliers 22,933 46,598
Other debtors 2,152 1,670
Loans to employees 1,788 1,494
Derivative financial assets 592 232
27,465 49,994
Less — Allowance for impairment (35) (30)
Other assets 27,430 49,964
Other liabilities comprise:
2008 2007
Derivative financial liabilities 6,806 402
Liabilities under finance lease agreements 125 307
Amounts in the course of settlement 93 160
Other 89 114
Other liabilities 7,113 983

Derivative financial assets and liabilities

The Bank enters into derivative financial instruments for trading purposes. The table below shows the fair
values of derivative financial instruments, recorded as assets or liabilities, together with their notional amounts.
The notional amount, recorded gross, is the amount of a derivative’s underlying asset and is the basis upon
which changes in the value of derivatives are measured. The notional amounts indicate the volume of transac-
tions outstanding at the year end and are indicative of neither the market risk nor the credit risk.

2008 2007
Notional prin- Fair value Net losses on ~ Notional Fair value Nt gains on
cipal  Asset Liability revaluation  principal  Agset  Liability revaluation
Foreign
exchange
contracts
Forwards 89,606 592 (6,806) (6,214) 86,077 232 (402) (170)
Total deriva-
tive assets/ 89606 592 (6,806) 6214) 86677 232 (402) (170)

(liabilities)
As of 31 December 2008, the Bank has positions in the following types of derivatives:

Forwards

Forwards contracts are contractual agreements to buy or sell a specified financial instrument at a specific
price and date in the future. Forwards are customised contracts transacted in the over-the-counter market.
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Ticarat magsadlori iiciin saxlanilan va ya buraxilmis téroma maliyya alatlori

Bank qiymat, doraca va gostaricilarda alverisli dayisikliklardon manfastin qazanmasini gézlayan movqe tuta
bilor. MUBS 39 asasinda hecing ugotu meyarina uygun galon téramalar yoxdur.

Maliyys lizinqi razilagmalari tizre hdoliklor agagidaki kimi tohlil edilir:

2008 2007

Minimal icara ddanislori:
1 iladok 128 223
1 ilden 5 iladok - 112
128 335
Golacok maliyys xarclari 3) (28)
Maliyya lizinqi razilasmalar1 asasinda xalis 6hdaliklor 125 307

15. Dovriyyada olan banknotlar vo sikkolor

Dévriyyads olan banknotlar vo sikkalor Bank torofindon Azorbaycan Respublikasinin milli valyutasinda
buraxilmis mablaglordir. Bu 1 yanvar 2006-c1 il tarixinde d6vriyyaya buraxilmis yeni Azarbaycan manati
(manat) vo 1992-ci ildo milli valyuta tatbiq edildikdon etibaran dévriyyaya buraxilmis kohna Azarbaycan
manatidir (k6hna manat). Azarbaycan kohna manati 1 yanvar 2006-c1 il tarixinda denominasiya edilorak, homin
tarixdon 5,000 kohno manat 1 manata barabar olmusdur.

2008-ci il arzinda Bank ¢ap sirkatindon 4,618,000 manat mablaginda yeni banknotlar tohvil almisdir ki, bun-
lardan 1,509,473 min manat (2007: 1,464,807 min manat) dovriyyaya buraxilmigdir.

2008 2007
1 yanvar 2,911,155 1,449,286
Dovriyyaya buraxilmig banknotlar 1,510,998 1,464,807
Dovriyyadan ¢ixarilmig kohne banknotlar (459) (9,999)
Dovriyyaya buraxilmis xatira sikkalori 450 -
Dovriyyaya buraxilmig yeni sikkalor 3,677 7,061
31 dekabr 4,425,821 2,911,155

16. Kredit toskilatlar1 qarsisinda 6hdoliklor
Kredit toskilatlari qarsisinda 6hdaliklor asagidakilardan ibaratdir:

2008 2007
Cari hesablar 271,870 188,355
Macburi ehtiyatlar 259,657 340,959
REPO miiqavilaleri asasmnda aparilmig amsliyyatlar 30,070 -
Kredit tagkilatlar1 qarsisinda 6hdoliklar 567,597 529,314
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Derivative financial instruments held or issued for trading purposes

The Bank may take positions with the expectation of profiting from favourable movements in prices, rates on
indices. There are no derivatives which qualify for hedge accounting under IAS 39.

Liabilities under finance lease agreements are analyzed as follows:

2008 2007

Minimum lease payments:
Not later than 1 year 128 223
Later than 1 year and not later than 5 years - 112
128 335
Future finance costs 3) (28)
Net liabilities under finance lease agreements 125 307

15. Money issued in circulation

Money issued in circulation represents the amount of national currency of the Republic of Azerbaijan issued
by the Bank. This comprises the new Azerbaijan Manat (“AZN”) issued into circulation from 1 January 2006,
and old Azerbaijan Manat (“AZM”) issued into circulation since the introduction of the national currency in
1992. The Azerbaijan Manat was denominated on 1 January 2006 and, starting from that date, AZM 5,000 is
equal to 1 AZN.

During 2008 the Bank accepted new banknotes amounting to AZN 4,618,000 thousands from the printing
company out of which AZN 1,509,473 thousands (2007: AZN 1,464,807 thousands) was issued in circulation.

2008 2007
1 January 2,911,155 1,449,286
Banknotes issued into circulation 1,510,998 1,464,807
Old banknotes withdrawn from circulation (459) (9,999)
Commemorative coins in circulation 450 -
New coins issued into circulation 3,677 7,061
31 December 4,425,821 2,911,155

16. Amounts due to credit institutions
Amounts due to credit institutions comprise:

2008 2007
Current accounts 277,870 188,355
Obligatory reserves 259,657 340,959
Repurchase transactions 30,070 -
Amounts due to credit institutions 567,597 529,314
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Cari hesablara vo macburi ehtiyatlara ti¢ iri yerli bankda 262,457 min manat (2007 — 325,046 min manat)
galig1 daxildir.

Macburi ehtiyatlar Bankda saxlanilmali olan kredit taskilatlarmin talob olunan vo qanunla miioyyan edilmis
ehtiyatlardir vo Bankin miistorilor qarsisinda mogbul 6hdsliklorinin 6%-i kimi (2007 — 9%) hesablanir. Cari

hesablara va macburi ehtiyatlara faiz hesablanmir.

31 dekabr 2008-ci il tarixindo Bank yerli kommersiya banklart ilo REPO miiqavilsleri imzalamigdir. Bu
miigavilalarin predmeti Bank torafindon buraxilmis qisamiiddatli istigrazlardir.

17. Hokumat idaralori qarsisinda 6hdsliklor

Hokumat idaralari qarsisinda 6hdoalikler asagidakilardan ibaratdir:

2008 2007
Azarb%ycan Respublikasmin Dovlst Neft Fonduna 6danilacok 78,575 31,998
mabloglor
Azsrbe}ycan Respublikasinin Markazi Xozinadarligma ddonilocok 523304 3,562
mabloglor
Digar tolab olunanadok depozitlor 3,598 1,676
Hokumat idaralori qarsisinda éhdsliklar 605,567 37,236

Azarbaycan Respublikasinin Dovlat Neft Fonduna ddanilocok mobloglor Nyu-York Federal Rezerv Bankina
Bank torafindon Federal Rezerv doracasi asasinda miioyyon edilmis faiz doracasi ilo yerlogdirilmisdir.

18. Sair deposit hesablari

Sair deposit hesablar1 asagidaki miistari novlarinin cari hesablarindan ibaratdir:

2008 2007
Dovlat vo biidea toskilatlart 511 142
Digar maliyys institutlarmin hesablart 402 668
Digar 369 217
Sair deposit hesablar 1,282 1,027

31 dekabr 2008-ci il tarixindo 815 min manat mobloginds (64%) mistorilors ddonilocok mabloglor iki iri
tiglincii taraf miistarilora aid olmusdur (2007: 878 min manat (85%)).

19. Buraxilmis borc qiymatli kagizlar

Buraxilmis notlar asagidakilardan ibaratdir:

Bazar

[llik faiz Odomo  Nominal Cari qiymoti,

daracasi miiddati dayar doyar nominal

dayarin %-1
.. 7 yanvar -

31 dekabr 2008-ci il 41% - 5.2% 2yanvar 149,877 149,563 99.60 - 99.68

tarixine qisamiiddotli notlar

2009
.. 9 yanvar -

31 Dekabr 2007-cl il 6.9% - 12.1% 30yanvar 253,164 251,854 99.07-99.68
tarixina qisamiiddatli notlar 2008
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Included in current accounts and obligatory reserves is a balance of AZN 262,457 thousands (2007 — AZN
325,046 thousands) with three largest local banks.

Obligatory reserves represent legal reserves required of credit institutions to be maintained with the Bank,
and are calculated as 6% (2007 — 9%) of the bank’s eligible liabilities to customers. Current accounts and

obligatory reserves are non interest-bearing.

As of 31 December 2008 the Bank entered into repurchase transactions with local commercial banks. The
subject of these agreements is short-term notes issued by the Bank.

17. Amounts due to government organizations

Amounts due to government organizations consist of the following:

2008 2007
Amounts due to the State Oil Fund of the Republic of Azerbaijan 78,575 31,998
Amounts due to the Central Treasury of the Republic of Azerbaijan 523,394 3,562
Other demand deposits 3,598 1,676
Amounts due to government organizations 605,567 37,236

Amounts due to the State Oil Fund of the Republic of Azerbaijan were placed with the Federal Reserve Bank
of New York with interest rate based on the Federal Reserve rate.

18. Amounts due to customers

Amounts due to customers are comprised of current accounts of the following types of customers:

2008 2007
State and budgetary organisations 511 142
Other financial institutions 402 668
Other 369 217
Amounts due to customers 1,282 1,027

At 31 December 2008 amounts due to customers of AZN 815 thousands (64%) were due to the two largest
third party customers (2007: AZN 878 thousands (85%)).

19. Debt securities issued

Debt securities issued comprised:

Market
| . s

Interest rate i Nominal Carrying price, %

pa. value value of nominal

value
January 7-

Short-term notes as of 4.1% - 5.2% January 28, 149877 149,563  99.60-99.68

31 December 2008

2009
9 January —

Short:term notes as of 6.9%- 12.1% 30 January 253,164 251854 99.07-99.68
31 December 2007 2008
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20. Digor beynolxalq maliyyo institutlar garsisinda dhdeliklor

Digar beynslxalq maliyys institutlari qarsisinda ohdosliklor asagidakilardan ibaratdir:

2008 2007
Beynolxalq Inkisaf Assosiasiyasindan (BIA) borc vosaitlor 4,790 5,405
Digar beynalxalq maliyya institutlarina 6denilacok mablaglor 2,820 76
Digar beynalxalq maliyya institutlar1 qarsisinda 6hdaliklor 7,610 5,481

BiA-dan gotiiriilmiis borc vesaitlor ilkin 6donis miiddati 19 il vo illik faizi 1.0% (2007: 1.0%) olan
kreditlordon ibarotdir. BIA kreditlori Azorbaycan Respublikasiin Maliyys Nazirliyindon olave razilasma
vasitasila gétiriilmiisdiir. Miivafiq olarag, 85 ABS dollar1 va 149 ABS dollart mablaglorinds olan ilk kredi-
tin 2005-ci ilda, ikinci kreditin iso 2007-ci ildo yarim ildon bir qaytarilmasi baslamisdir. Ugiincii kreditin
gaytarilmasina isa hala baslanmayib. Kreditlor ABS dollari il ifads olunur. Birinci va ikinci kreditlor 2021-ci
ilodok tam ddonilacokdir.

21. Kapital

Azarbaycan Respublikasinin “Azorbaycan Respublikasmin Milli Banki haqqinda Qanunu”nda miioyyan
edildiyi kimi, Bankin kapitali onun nizamnamo kapitalindan vs kapital ehtiyatlarindan ibarstdir.

Nizamnama Kapitali
Bankin tam 6donilmis nizamnams kapitali 10,000 min manatdar.
Kapital ehtiyatlar:

Kapital ehtiyatlar1 Qanunun 10.3 maddasine miivafiq olaraq Bank terafinden tadaviilo buraxilmis nagd milli
valyutanin 15 faizi miqdarinda miioyyan edilir vo hesabat ilinin monfostinden ayirmalar hesabina formalagr.
Manatin moazonnasinin doyismasi ilo alagadar balansda qizil va xarici valyutada olan aktiv vo passivlerin
yenidon qiymotlondirilmasi naticasindo yaranan farq Bankin menfasti vo zerarinde oks olunur, lakin kapi-
tal ehtiyatlarinin hesablanmasi {igtin nozordo alinmir. Kapital ehtiyatlari formalagdirildigdan sonra Bankin
reallagdirilmis monfaatinin sarbast qaligi dovlat biidcasina kogiirtiliir.

[l arzindo xalis monfaot olda edilmadiyi va 31 dekabr 2008-ci il tarixina boliisdiiriilmomis monfaat olmadigina
gora, kapital ehtiyati ayrilmamigdir.

“Azorbaycan Respublikasinin Milli Banki hagqinda” Qanununa osason Bank miiflis elan edilo bilmaz.
Bankin aktivlori onun passivlerinin mablagindon asagi diisdiikde, yaranmus kapital catismazligi dovlet
torofindon Gdonilir

Hesabat ili orzindo manatin xarici valyutalara nisbaton movqeyinin méhkomlonmosi ilo slagodar Bankin
xarici valyutada olan aktiv vo dhdaliklerinin yenidon qiymatlondirilmasi naticasindo yaranmig 402,115 min
manat reallasdirilmamig zarar natica etibarilo 2008-ci ilde Bankin 245,399 min manat mabloginds kapital
catismazligma sabab olmugdur. Bankin 31 dekabr 2008-ci il tarixino auditor rayi ilo tosdiq edilmis maliyyo
hesabatlart Maliyys Nazirliyina taqdim edildiyi zaman Maliyys Nazirliyi catismazligi aradan gétiirmak ticiin
olavo kapital ayiracaqdir.

152



National Bank’s 2008 financial reporting

20. Amounts due to international financial institutions

Amounts due to international financial institutions comprise:

2008 2007
Borrowings from International Development Association (IDA) 4,790 5,405
Amounts due to other international financial institutions 2,820 76
Amounts due to international financial institutions 7,610 5,481

Borrowings from IDA are loans with original maturity of 19 years and bear interest of 1.0% (2007: 1.0%)
per annum. The IDA loans are received from the Ministry of Finance of Azerbaijan through a secondary agree-
ment. The repayment of the first loan commenced in 2005, the second loan in 2007 on a semi-annual basis for
the amount of 85 USD thousands and 149 USD thousands per period, respectively. The repayment of the third
loan has not started yet. The loans are denominated in US Dollars. First and second loans will be fully repaid
by 2021.

21. Equity

As stated in the Law of the Republic of Azerbaijan on the National Bank of the Republic of Azerbaijan, the
Bank’s capital is comprised of its authorized capital and capital reserves.

Authorized Capital
The authorized and fully paid capital of the Bank is AZN 10,000 thousands.
Capital reserves

According to Article 10.3 of the Law, capital reserves should make up 15% of the national currency in cash
put into circulation by the Bank and are established by allocations from the profit for the year. The difference
resulting from the revaluation of assets and liabilities that are held in gold and foreign currency because of
changes in the rate of Manat is accounted for in the profit and loss of the Bank, but shall not be taken into con-
sideration in the calculation of the capital reserves. Upon establishment of capital reserves, the residual balance
of realized profit of the Bank shall be transferred to the State Budget.

No capital reserve has been established as there was no net profit for the year, neither retained earnings as
of 31 December 2008.

In accordance with Article 14.1 of the Law on the National Bank of the Republic of Azerbaijan, the Bank
cannot be declared bankrupt. Any deficit in capital is to be covered by the Government of Azerbaijan.

In 2008 unrealized losses of AZN 402,115 thousands arising from the revaluation of foreign currency assets
and liabilities of the Bank due to the appreciation of Manat against foreign currencies during the reporting year
has resulted to the capital deficit of the Bank in the amount of AZN 245,399 thousands. The Ministry of Finance
will provide additional capital to eliminate the deficit upon the submission of the Bank’s audited financial state-
ments as of 31 December 2008 to the Ministry of Finance.
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22. Toohhiidlar va potensial 6hdaliklor
Omoliyyat miihiti

Yeni inkisaf edon bazar iqtisadiyyat1 dovlati oldugu iigiin, Azerbaycanda daha yetkin bazar iqtisadiyyatina
xas olan inkisaf etmis biznes va tanzimlayici infrastruktur tam formalagsmamisdir. Lakin son zamanlar 6lkada
timumi sermaya miihitina miisbat tasir gostoran bir sira inkisaf meyllori olmusdur.

Azarbaycanda aparilan omoliyyatlar adston inkisaf etmis bazarlar ucun xarakterik olmayan risklorla (o
climladon, AZN-m 6lko xaricinda sarbast ¢evrilon valyuta olmamasi, inkisaf etmomis borc ¢hdaliklari vo
qiymatli kagizlar bazar1) miisayiot oluna bilor. Bununla yanasi, son illor Azarbaycan hokumati bank isi,
hiiqug, vergiya calb olunma va tanzimlayici sistemlarin yaradilmasi ucun lazimi islahatlarin hoyata kegirilmasi
sahosindo addimlar atmigdir. Bu islore yeni qanunvericilik bazasinin gobul edilmasi (o ctimlodon, yeni Vergi
Macollosi, yeni Miilki vo Gomrilk Macallolori, prosessual qanunlar vo qgiymotli kagizlarin tonzimlonma
gaydalari) daxildir. Rehbarliyin fikrincs, bu addimlar Azorbaycanda aparilan biznesin moruz qaldigi risklorin
azaldilmasina kémok edacok.

Biznes miihitinin biitovliikdo tokmillogdirilmesine istigamatlonmis indiki tendensiyanin davam edocoyi
g6zlanilir. Azarbaycan iqtisadiyyatinin galacok sabitliyi 6nomli doracads islahat vo dayisikliklarden, elaco
do hokumatin gordilyli iqtisadi, maliyys vo monetar todbirlorin effektivliyindon asilidir. Bununla borabar,
Azarbaycan iqtisadiyyati diinyanin digar bolgalorindoki bazar tonazziilii vo iqtisadi inkisaf tempinin asagi
diismoasine hossasdir. Diinyada corayan edon global maliyys bohram kapital bazarlarinin qeyri-sabitliyi, bank
sektorunda likvidliyin pislosmasi, Azarbaycan daxilinda kredit sortlorinin sartlosmasine sobab olmusdur.
Azorbaycan hokumoti kredit 6doma qabiliyyatinin va likvidliyin tomin edilmasi, Azorbaycan banklarma va
sirkatlaring verilmis xarici borclarm yenidon maliyyalasdirilmasini destoklomok maqsadila bir sira sabitlogdirma
todbirlorini gormiisdiir.

Hal-hazirda bank faaliyyatinin sabitliyini tomin etmok ucun biitiin miinasib tadbirlori gordiyiinden amin olan
rohbarliyin fikrino baxmayaraq, yuxarida tasvir edilmis sahslords voziyyatin gozlonilmoaz doracada pislogsmosi
Bankin naticalori vo maliyys vaziyyatine hazirda deqiq miioyyan edilo bilmaysn monfi tasir gostors bilar.
Hiiquqi mosalolor

Adi faaliyystinde Bank mohkoms iddialar1 vo sikayatlorinin obyekti olur. Rahbarlik hesab edir ki, bela
iddia va ya sikayatlordan irali galon 6hdalik (agaer olarsa) Bankin maliyya vaziyyati va ya galocok amaliyyat
naticalarine mithiim manfi tasir gostarmayacakdir.

Maliyyo toohhiidlori vo potensial 6hdaliklor

31 dekabr 2008-ci il tarixinds Bankin maliyys toshhiidlori va potensial Shdslikleri pul ¢esidloyon avadanligin
almmasi tiglin 82 min manat (2007: 3,171 min manat) mablaginds alimmig Qarantiyadan ibarat olmusdur.

Sigorta

Bank hazirda sahv va ya buraxilislardan irali galon 6hdaliklarla slagadar sigorta tominati almamisdir. Hazirda
moasuliyyatinin sigortalanmasi Azarbaycanda genis yayilmayib.
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22. Commitments and contingencies
Operating environment

As an emerging market, Azerbaijan does not possess a well-developed business and regulatory infrastructure
that would generally exist in a more mature market economy. However, there have been a number of develop-
ments that positively affect the overall investment climate of the country.

While operations in Azerbaijan may involve risks that are not typically associated with those in developed
markets (including the risk that the Azerbaijan Manat is not freely convertible outside of the country, and unde-
veloped debt and equity markets), over the last few years the Azerbaijani government has made progress in
implementing the reforms necessary to create banking, judicial, taxation and regulatory systems. This includes
the adoption of a new body of legislation (including new Tax Code, new Civil and Customs Codes, procedural
laws and securities regulations). In management’s view, these steps contribute to mitigate the risks of doing
business in Azerbaijan.

The existing tendency aimed at the overall improvement of the business environment is expected to persist.
The future stability of the Azerbaijani economy is largely dependent upon these reforms and developments
and the effectiveness of economic, financial and monetary measures undertaken by the government. However,
the Azerbaijan economy is vulnerable to market downturns and economic slowdowns elsewhere in the world.
The ongoing global financial crisis has resulted in capital markets instability, deterioration of liquidity in the
banking sector, and tighter credit conditions within Azerbaijan. The Azerbaijan Government has introduced a
range of stabilization measures aimed at ensuring solvency and providing liquidity and supporting refinancing
of foreign debt for Azerbaijan banks and companies.

While management believes it is taking appropriate measures to support the sustainability of the banking
activities in the current circumstances, unexpected further deterioration in the areas described above could
negatively affect the Bank’s results and financial position in a manner not currently determinable.

Legal

The Bank is subject to legal actions and complaints. Management believes that the ultimate liability, if any,
arising from such actions or complaints will not have a material adverse effect on the financial condition or the
results of future operations of the Bank.

Financial commitments and contingencies

As of 31 December 2008 the Bank’s financial commitments and contingencies comprised of a Guarantee
received in the amount of AZN 82 thousands (2007: letter of credit in amount of AZN 3,171 thousands) for the
purchase of its money assortment equipment.

Insurance

The Bank has not currently obtained insurance coverage related to liabilities arising from errors or omissions.
Liability insurance is generally not available in Azerbaijan at present.
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23. Xalis haqq ve komissiya galiri

Xalis haqq vo komissiya goliri agsagidakilardan ibaratdir:

2008 2007
Hesablarin agilmasi va onlara xidmat gostorilmasi 3,305 2,659
Valyuta konvertasiya omoliyyatlari 2,068 2,402
Nagd pul ilo aparilan amoliyyatlar 644 1,800
Digar 742 -
Haqq vo komissiya goliri 6,759 6,861
Qiymatli kagizlarla amaliyyatlar (565) (656)
Valyuta konvertasiya omoliyyatlari (33) (71)
Hesablarim agilmast vo onlara xidmat gostorilmasi (18) (16)
Zomanatlor va toshhiidlor (10) (234)
Digar - (5)
Haqq vo komissiya xarci (626) (982)
Xalis haqq vo komissiya goliri 6,133 5,879

Aktivlorin idara edilmasi haqqi va komissiya xarci

Haqq vo komissiya xarci — qiymatli kagizlarla amaliyyatlar ilk ngvbada Bankin {i¢ miistaqil xarici menecerila
imzaladig1 Aktivlorin Idars edilmasi haqqinda Razilasmalar asasinda Bankin miioyyan investisiya portfellorinin
idara edilmasinds aktivlarin xarici menecerlari ilo baglt 6danilmis haqlardan ibaratdir.

Bank ABS dollari ila investisiyalar1 miioyyan xarici menecerlara tapsirmisdir, onlar1 6ziiniin agentlari tayin
etmis va onlara bank torafindon vaxtagiri olaraq omanat qoyulan miisyysn pul va aktivlorin investisiya vo rein-
vestisiya qoyulmasini idara etmayi havala etmisdir. Bundan slave Bank beynoalxalq maliyys taskilatinin inves-
tisiya portfelinin depozitarisi kimi xidmat gostormasino dair Depozitari Razilagmasi imzalamigdir. Vasait vo
aktivlor portfellora nazarst edon vo portfelin qiymotli kagizlarini satmaq, qeydiyyata almagq va idaroginin alig/
satig qorarlari iizra toloblor asasinda amoliyyatlari hayata kegirmok ti¢iin Bank tarafindon solahiyyat verilmis
tigtinci toraf — depozitarido saxlanilir. Depozitari Banka portfello bagl alinmig va ya portfeldon 6donilmis
biitiin pul vosaitlori haqqinda ayliq hesabatlar verir. Investisiyalar yiiksok daracada bazar ragabating yararlt
vo likvidli olan yiiksak keyfiyyatli qisamiiddatli alotlorina yonoldilib. Bu investisiyalar {igtin minimal kredit
keyfiyyati Standard & Poor’s torafindon miiayyan edilmis AA- (va ya Moody’s torafindon Aa3) taskil etmalidir.
Xarici menecerlor torafindon idars olunan aktivlor Bank torafindon 30 giin avval yazil bildiris asasinda geri
gaytarila bilar.

Xarici menecerlar, agent kimi ¢ixis edorak, Bank hesabina investisiyalari va digar aktivlori almag, satmaq,
saxlamaq, miibadilo etmok va ya digar amsliyyatlar aparmaq, amanatlor qoymagq, har hansi investisiyalarin
yerlasdirilmak, tonzimlonmayan kollektiv investisiya sxemlari {izro maslohatlor vermak vo ya omoliyyatlar
hoyata kegirmak, biitiin bazarlarda amoliyyatlar aparmagq, qarsi-taraflera va hesablarin agilmasina dair sonadlor
haqqinda danigiglar aparmaq va bunlari imzalamagq, biitiin giindalik qorarlari ¢ixarmaq ve vasaitlorin idara
edilmosi ilo bagl miistaqil menecerlorin miinasib eksperti kimi digor xidmat gostarmak iigtin Bankin miisyysn
etdiyi investisiya qaydalari ¢or¢ivasinds tam ixtiyara malikdirlor.
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23. Net fee and commission income

Net fee and commission income comprises:

2008 2007
Settlements operations 3,305 2,659
Currency conversion operations 2,068 2,402
Cash operations 644 1,800
Other 742 -
Fee and commission income 6,759 6,861
Securities operations (565) (656)
Currency conversion operations (33) (71)
Settlements operations (18) (16)
Guarantees and commitments (10) (234)
Other - (%)
Fee and commission expense (626) (982)
Net fee and commission income 6,133 5,879

Asset management fee and commission expense

Fee and commission expense — securities operations is primarily comprised of fees incurred in relation to
external asset managers’ services in managing certain of the Bank’s investment portfolios under the Asset
Management Agreements entered into by the Bank with three external asset managers.

The Bank placed investments in US Dollars with the external asset managers and appointed them as its agents
and delegated them to manage the investment and reinvestment of certain monies and assets which are depos-
ited from time to time by the Bank. It also entered into a Custodian Agreement with an international financial
institution to serve as the Custodian of the investment portfolios. The funds and assets are held at the third party
Custodian, which monitors portfolios and is provided by the Bank the authority to release or deliver securities
of the portfolio, register securities, and conduct transactions based on the asset manager’s requests on buy/sell
decisions. The Custodian provides the Bank a monthly report of all monies received in respect of the portfolio
or paid out of the portfolio. Investment emphasis is on high-quality, short-term instruments with a high degree
of marketability and liquidity. A minimum credit quality of AA- by Standard & Poor’s (or Aa3 by Moody’s)
is a benchmark for these investments. The assets placed with external managers can be recalled by the Bank
upon 30 days’ written notice in advance.

The external asset managers, acting as agents, have complete discretion but within the set of investment
guidelines prescribed by the Bank, for the account of the Bank to buy, sell, retain, exchange or otherwise deal
in investments and other assets, make deposits, subscribe to issues and offers for sale, and accept placements,
underwritings and sub-underwritings, of any investments, advise on or execute transactions in unregulated col-
lective investment schemes, effect transactions on all markets, negotiate and execute counterparty and account
opening documentation, take all day to day decisions and otherwise act as the external managers judge appro-
priate in relation to the management of the funds.
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24. Digor galirlar

2008 2007
Xatira sikkolarinin satist tizra golirlor 1,961 24
Digor 229 65
Digar golirlor 2,190 89

25. Iscilor iizra vo digor amaliyyat xarclori
Iscilor tizra va digor amoliyyat xarclori asagidakilardan ibarotdir:

2008 2007
omok haqqt vo miikafatlar (8,048) (4,890)
Sosial sigorta xarclori (1,765) (1,115)
Iscilor tizra digor xarclor (299) (383)
Iscilorin tadrisi tizra xarclor (112) (82)
Comi iscilar iizra xarclor (10,224) (6,470)
Kohnalma xarci (qeyd 11) (5,561) (3,444)
Amortizasiya xarci (qeyd 12) (887) (623)
Cami kohnalms va amortizasiya (6,448) (4,067)
Banknot va sikkalarin istehsali vo naqli tizra xarclor (34,040) (22,123)
Miihafiza xarclari (1,011) (514)
Mal-materiallarin alinmasi {izra xarclar (612) (331)
Rabito va informasiya sistemlari {izra xarclor (555) (619)
Kompiiter programlari iizra xarclar (478) (114)
Omlak va avadanligin tomir va saxlanma xarclori (451) (462)
Maslshat, audit v digar pesokar xidmatlor {izra xarclor (376) (230)
Xeyriyya maqsadlari tigtin ayirmalar (286) (579)
Enerji va qizdiric sistemlar tizra xarclor (222) (202)
Vergi vo gomriik riisumlart (217) (506)
Ezamiyyas xorclori (200) (191)
Sigorta (102) (84)
Motbas xarclori (87) (76)
Kommunal xidmatlar tizra xarclor (36) (31
fcara haqqt (35) (59)
Digor xarclor (2,122) (410)
Digar amaliyyat xarclari (40,830) (26,531)

26. Risklarin idara edilmosi
On s6z

Bank foaliyyati zamani1 miixtolif risklors moruz galir. Risklorin idars edilmasi bankin faaliyystinin miihiim
hissasini taskil edir. Bank risklari daimi miiayyen etma, 6lgma va miisahide etma proseslari, kredit limitlarinin
miioyyan edilmasi va digar daxili nazarat todbirlori vasitasilo idara edir. Bankin hor bir amakdasi onun
vozifalari ilo bagli risklara gora masuliyyat dasiyir. Bank kredit riski, likvidlik riski va bazar risklorina maruz
galir. Bank amoaliyyat risklarine do maruz qalir.

Miistaqil riske nozarat prosesina miihitds, texnologiyada va sanayeda dayisikliklor kimi biznes risklori daxil
deyildir. Onlar Bankin strateji planlagdirma prosesi vasitasila nazarat altinda saxlanilir.
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24. Other Income

2008 2007
Revenue from sales of commemorative coins 1,961 24
Other 229 65
Other Income 2,190 89

25. Personnel and other operating expenses
Personnel and other operating expenses comprise:

2008 2007
Salaries and bonuses (8,048) (4,890)
Social security costs (1,765) (1,115)
Other employee related (299) (383)
Personnel training (112) (82)
Total personnel expenses (10,224) (6,470)
Depreciation charge (note 11) (5,561) (3,444)
Amortization charge (note 12) (887) (623)
Total depreciation and amortization (6,448) (4,067)
Bank notes and coins production and transportation expenses (34,040) (22,123)
Security (1,011) (514)
Office supplies (612) (331)
Communications (555) (619)
Software maintenance fees (478) (114)
Repairs and maintenance of property and equipment (451) (462)
Legal and consultancy (376) (230)
Charity (286) (579)
Heating and lighting (222) (202)
Customs duties (217) (506)
Business travel and related (200) (191)
Insurance (102) (84)
Printing (87) (76)
Utilities (36) (31
Occupancy and rent (35) (59)
Other (2,122 (410)
Total other operating expenses (40,830) (26,531)

26. Risk management
Introduction

The activities of the Bank is exposed to various risks. Risk management therefore is a critical component of
its banking activities. Risk is inherent in the Bank’s activities but it is managed through a process of ongoing
identification, measurement and daily monitoring, subject to risk limits and other controls. Each individual
within the Bank is accountable for the risk exposures relating to his or her responsibilities. The Bank is exposed
to credit risk, liquidity risk and market risk. It is also subject to operating risks.

The independent risk control process does not include business risks such as changes in the environment,
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Idaro Heyati risklorin miioyyan edilmasi va nazarat edilmosino gora timumi mosuliyyat dastyir, lakin miixtalif
risklarin idara olunmasi va izlonmasi tigtin masuliyyati ayrica struktur bélmalari dasiyir.

Idara Heyati

Idaro Heyati risklorin idaro olunmasinda timumi yanasma, risk toleranthig: saviyyalori vo risklorin idaro
edilmasinin asas prinsiplarinin gobul edilmasi tiglin masuliyyatlidir.

Investisiya Komitasi

Investisiya Komitasi “Azorbaycan Respublikast Milli Bankinin valyuta aktivlorinin idars edilmosi
Qaydalari”na uygun olaraq Bankin valyuta aktivlerinin idars edilmosindo moqgbul limitlorin miioyyon
edilmasindo mosuliyyatlidir.

Risklorin idara olunmasi bolmoasi

Bazar omoliyyatlar1 departamentinin Risklerin idara edilmasi sobasi “Azerbaycan Respublikasi Milli
Bankinin valyuta aktivlorinin idars edilmasi Qaydalar”, “Azarbaycan Respublikast Milli Bankinin valyuta
aktivlorinin idars edilmosi Osas Istiqamotlor”, “Azorbaycan Respublikas: Milli Bankinin valyuta aktivlarinin
idara edilmosi tizro Omoliyyat Investisiya Strategiyasi”na uygun olaraq valyuta aktivlorinin idaro edilmasinda
gobul olunmus limitlars daimi nozarati hayata kegirir.

Daxili Audit

Daxili Audit har il Bankda risklorin idara olunmasi proseslorinin audit yoxlamasini apararaq, hom prosedurlarin
miinasibliyini, hom do Bankin prosedurlara riayat etmosini yoxlayir. Daxili Audit biitiin qiymatlondirmalaorin
naticalarini rohborliklo miizakira edir vo natico va tovsiyalor haqqinda Idars Heyotinin sodrine hesabat verir.

Risklarin olciilmasi va hesabat¢iliq sistemlori

Omoliyyatlarin strukturundan asili olaraq Bankda risklorin idaro olunmasi morkozlosdirilmis vo
moarkazlogdirilmamis metodlarla aparilir. Maliyya riskinin idara olunmasi markazlogdirilmis qaydada aparilir,
omoliyyat riskinin idara olunmasi iso morkazlogdirilmayib.

Omoliyyatlar Idaro Heyatinin iizvlori arasinda nazarat prinsipine asaslanaraq boliisdiiriiliir. Hor bir heyat tizvii
6ziiniin masuliyyat dagidig1 sektorda amaliyyatlara nazarat etmolidir.

Risklorin idaro olunmasi miixtalif departamentlor torofindon hoyata kecirilir. Bundan olavo, Bankda
omoliyyatlar1 vo nozarati hoyata kegirmok tigiin xiisusi komito vo komissiyalar da vardir, mosolon Investisiya
Komitasi, Kredit Komitasi va Bankin rasmi mazonnalarinin miiayyan edilmasi izra Daimi Komissiya va sair.

Valyuta ehtiyatlari tizra risklor Bankin risklorinin mithiim hissasini tagkil edir. Bu risklorin idare olunmasi
tizro solahiyyatlorin bolgiisii, prosedurlar vo hesabatliliq “Azorbaycan Respublikast Milli Bankinin valyuta
aktivlorinin idars edilmosi Qaydalari”nda miioyyan olunmusdur. Idare olunan risklor {izro mogbul limitlor
“Azorbaycan Respublikast Milli Bankinin valyuta aktivlorinin idaro edilmasi Qaydalar”, “Azerbaycan
Respublikast Milli Bankinin valyuta aktivlorinin idars edilmoasi Osas Istiqamotlor”, “Azorbaycan Respublikasi
Milli Bankinin valyuta aktivlarinin idara edilmasi iizro ©moliyyat Investisiya Strategiyasi” vo xarici menecerlor
torofindon vosaitlorin idara edilmasi iizro “Investisiya qaydalari”nda 6z oksini tapir. Qaydalara uygun olaraq
moqbul limitlor Investisiya Komitosi torafindon miioyyen edilorok, Idaro Heyati torafindon tosdiq olunur.
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technology and industry. They are monitored through the Bank’s strategic planning process.

The Management Board is ultimately responsible for identifying and controlling risks; however, there are
separate business units responsible for managing and monitoring the various risks.

Management Board

The Management Board is responsible for the overall risk management approach, risk tolerance levels and
for approving the main principles of risk management.

Investment Committee

The Investment Committee is responsible for defining the acceptable limits for management of the Bank’s
foreign currency assets in accordance with the “Regulations for Management of Foreign Currency Assets of the
National Bank of the Republic of Azerbaijan”.

Risk Management Unit

The Risk Management Unit of the Market Operations Department permanently controls the limits set for
management of foreign currency assets in accordance with the “Regulations for Management of Foreign
Currency Assets of the National Bank of the Republic of Azerbaijan”, “Main Directions for Management of
Foreign Currency Assets of the National Bank of the Republic of Azerbaijan”, and “Operational Investment
Strategy for Management of Foreign Currency Assets of the National Bank of the Republic of Azerbaijan”.

Internal Audit

Risk management processes throughout the Bank are audited annually by the Internal Audit that examines
both the adequacy of the procedures and the Bank’s compliance with the procedures. Internal Audit discusses
the results of all assessments with management, and reports its findings and recommendations to the Chairman
of the Management Board.

Risk measurement and reporting systems

Depending on the structure of operations, the risk management in the Bank is conducted by centralized and
non-centralized method. Financial risk management is conducted centrally whereas operational risk manage-
ment is not centralized.

Operations are allocated among members of the Management Board based on control principle. Each Board
member must control the operations under his responsible sector.

Risk management is conducted directly by various departments. There are also special committees and com-
missions within the Bank for conducting operations and control such as the Investment Committee, Credit
Committee, and Regular Commission on determination of official exchange rates of the Bank, and others.

The risk related to the Bank’s foreign currency assets is a significant risk. Segregation of duties, procedures
and reporting for risk management are regulated by the “Guidelines on Management of Foreign Currency
Assets of the National Bank of the Republic of Azerbaijan”. Acceptable limits on managed risks are stipu-
lated in the “Guidelines on Management of Foreign Currency Assets of the National Bank of the Republic
of Azerbaijan”, “Main Directions of Management of Foreign Currency Assets of the National Bank of the
Republic of Azerbaijan”, “Operational Investment Strategy for Management of Foreign Currency Assets of the
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Risklora daimi nozarat Bazar amoliyyatlari departamentinin Risklorin idars edilmasi sébasi vo Odonis sistemlari
va hesablagsmalar Departamentinin Maliyys bazarlarinda amaliyyatlar sobasi torafindon aparilir.

Omoliyyat risklorinin idaro olunmasi Idaro Heyati vo Daxili audit departamenti torofindon aparilir. idars
Heyoti amaliyyat riskinin mohdudlagdirilmast mogsadilo amsliyyat prosedur vo qaydalarmi tosdiq edir. Daxili
audit departamenti miitomadi olaraq amoliyyat prosedurlarinin icra olunmasina nozarat edir vo Idare Heyatina
hesabat verir.

Haddindan artiq risk konsentrasiyasi

Bu tip risklorin yaranma sabablari, qarsi-toraflorin eyni vo ya oxsar is faaliyyati ilo masgul olmasindan,
is noviinlin eyni cografi regionda yer almasindan, eyni iqtisadi xiisusiyyatlara malik olan, iqtisadi va siyasi
sartlordan asili olan va bu sobabdon miiqavilalorde gostarilmis sertlorin pozulma ehtimalini artiran risklar
nazarda tutulur. Bankin artan faaliyyatinin xiisusi cografi yerlorda va sanaye sahslorinds konsentrasiyasi nisbi
hassasligin yaranmasina sabab ola bilar.

Haddindoan artiq risk konsentrasiyasinin tosiri altina diismemak tiglin, Bank daxili prosedurlarinda miixtalif
xiisusiyyatlors malik olan portfellorin idara edilmasi gaydalari ilo tomin olunur.

Kredit riski

Bank kredit riskina moruzdur ki, bu, maliyys ohdoaliyi olan bir torafin ohdoliyini yerino yetirmomasi vo
naticada digar torafin maliyya itkisine maruz qalmasi riskidir. Kredit riski investisiya aktivlarinin se¢ilmasi,
investisiya aktivinin kredit keyfiyyati, bir investisiya aktivina investisiya olunmus mablagin mohdudlasdiriimasi
vasitosilo idare olunur.

Belo ki, Bankin investisiya qaydalarina osasen Bank valyuta aktivlorinin idara edilmasinds yalniz
qusamiiddatli reytingi A-1+-dan (Standart&Poor’s), F-1-dan (Fitch) va yaxud P-1-den (Moody’s), uzunmiiddatli
kredit reytingi AA- -dan (Standart&Poor’s, Fitch) vo yaxud Aa3-dan (Moody’s) asagi olmayan investisiya
vasitolari istifads oluna bilor. Eyni zamanda, bir kommersiya bankina investisiyalagdirilmis maksimal mablog
100 mIn. ABS dollar1 ekvivalentinde miioyyan olunmusdur. Investisiya alotinin miiddatindon asili olarag, 1
ayadok miiddati olan investisiya alotlori tiglin minimal kredit reytingi A+ (Standart&Poor’s, Fitch), 1 aydan 6
ayadok olan depozitlar ligiin AA- (Standart&Poor’s, Fitch), 6 aydan yuxari miiddati olan depozitlar litin AA+
(Standart&Poor’s, Fitch) kimi miiayyanlosdirilmisdir. Agentliklor torafindan bir aktive miixtalif kredit reytingi
toyin edildiyi halda aktiva tayin edilon daha yiiksok reytinq istifade olunmusdur.

Bank kredit reytingi sistemi asasinda kreditlorin tosniflogdirilmasini hayata kegirir. Bu kreditalanlarin krediti
6domak qabiliyyatlorinds miimkiin dayisikliklarin tez miisyyan edilmasi tomin edir. Kredit tosniflogdirilmasi
Banka moruz galdigi risklor naticasinda potensial zarari giymotlondirmok vo lazimi todbirlori gérmok imkanini
yaradir.

Bank hesablart
Bankin miixbir hesablari 6lko reytingi AA- -dan (Standart&Poor’s, Fitch) va yaxud Aa3-don (Moody’s)

asagi olmayan Olkolorin markozi banklarinda, Beynalxalq Hesablagmalar Bankinda vo reytingi AA- -dan
(Standard&Poor’s, Fitch) va yaxud Aa3-don (Moody’s) asagi olmayan kommersiya banklarinda agila bilar.
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National Bank of the Republic of Azerbaijan” and “Investment Rules for Management of Assets by Foreign
Managers”. These limits are defined by the Investment Committee and approved by the Management Board.
Permanent control over risks is exercised by Risk Management Division of the Market Operations Department
and Financial Market Operations Division of the Payment Systems and Settlements Department.

Operational risks management is conducted by the Management Board and the Internal Audit Department.
The Management Board approves operational procedures and guidelines for limitation of operational risk. The
Internal Audit Department regularly monitors and reports to the Management Board on the implementation of
operational procedures.

Excessive risk concentration

Concentrations arise when a number of counterparties are engaged in similar business activities, or activities
in the same geographic region, or have similar economic features that would cause their ability to meet contrac-
tual obligations to be similarly affected by changes in economic, political or other conditions. Concentrations
indicate the relative sensitivity of the Bank’s performance to developments affecting a particular industry or
geographical location.

In order to avoid excessive concentrations of risks, the Bank’s policies and procedures include specific guide-
lines to focus on maintaining a diversified portfolio.

Credit risk

The Bank exposes credit risk, which is the risk that one party will incur a loss because the other party failed to
comply with its financial obligations. Credit risk is managed and controlled through proper selection of invest-
ment assets, credit quality of investment assets and setting limits on the amount of investment per investment
asset.

In accordance with the investment guidelines of the Bank, only investment instruments with short-term rat-
ings of no less than A-1+ (Standard & Poor’s), F-1 (Fitch) or P-1 (Moody’s) and long-term ratings of no less
than AA- (Standard & Poor’s, Fitch) or Aa3 (Moody’s) may be used for management of the Bank’s assets. At
the same time, the maximum amount invested in one commercial bank is defined as the equivalent of US Dollar
100 million. Subject to the terms of the investment instrument, minimal credit rating is defined as A+ (Standard
& Poor’s, Fitch) for investment instruments with a term of up to 1 month, AA- (Standard & Poor’s, Fitch) for
deposits with a term from 1 to 6 months, and AA+ (Standard & Poor’s, Fitch) for deposits with a term over 6
months. When different credit ratings are designated by the various agencies, the highest designated rating for
this asset is used.

The Bank classifies loans based on a credit rating system. This provides early identification of possible
changes in the creditworthiness of counterparties. Credit rating allows the Bank to assess the potential loss as
a result of the risks to which the Bank is exposed and take corrective action.

Bank accounts
The Bank may open correspondent accounts in central banks of countries with a country rating of no less than

AA- (Standard&Poor’s, Fitch) or Aa3 (Moody’s), International Settlements Bank and commercial banks with
rating of no less than AA- (Standard&Poor’s, Fitch) or Aa3 (Moody’s).



Milli Bankin 2008-ci ilin yekunu tizra maliyya hesabatligi

Depozitar xidmatlor

Bankin xarici qiymatli kagizlar ti¢iin depozitarisi 6lka reytingi AA- -dan (Standart&Poor’s, Fitch) va yaxud
Aa3-don (Moody’s) asag1 olmayan 6lkolorin markazi banklari, Beynalxalq Hesablasmalar Banki vo AA- -dan
(Standart&Poor’s, Fitch) vo yaxud Aa3-dan (Moody’s) asag1 olmayan reytingli kommersiya banklari ola bilar.

Maliyya bazarlarinda garsi-taraflor

Bankin xarici maliyya bazarlarinda qarsi-toraflori yalniz kredit reytingi A+ -dan (Standart & Poor's, Fitch)
va Al-don (Moody's) asagi olmayan maliyya institutlari ola bilar.

Torama maliyya alatlori

Téromoa maliyya alatlorinden irali galer kredit riski her zaman balansda oks etdirilmis miisbat adalatli
doyarlarlo mohdudlasir.

Asagidaki cadvalda téromolor do daxil olmagla balans komponentlsrinin kredit riskine maruz galmasinin
maksimal haddi gostarilir. Maksimal risk imumi mablogda, doyarsizlosms ehtiyatlarindan v asas silinma va
girov miiqavilolorinin istifade edilmasi vasitasilo azalmanin tosirindon avval gostarilir.

Umumi Umumi

maksimal maksimal

Qeydlor risk risk

2008 2007

Pul Vesa.ltler.l va pul vasaitlarinin ekvivalentlori (kassada olan 5 4331669 2730711
pul vasaitlari ¢ixilmagla)

Qeyri-rezident banklardaki vasaitlar 6 162,149 371472

Beynoalxalq Valyuta Fondu il hesablagmalar 7 1,305 8,568

Ticarat qiymatli kagizlar 8 542,073 431,835

Rezident banklara verilmis kreditlor 9 233,480 94,758

Qdeme .mu(%detl tamamlanana gader saxlanilan investisiya 10 214100 136,685

qiymatli kagizlar

Sair aktivler 14 3,617 3273

5,488,393 3,783,302

Maliyya taohhiidlari va potensial hdoliklor 22 82 3,171

Comi kredit riski 5,488,475 3,786,473

Maliyya alatlori adalstli doyarla oks etdirilonds yuxarida gostorilon mablaglor cari kredit riskini gostarir, lakin
galocokda dayarlarin doyismasi naticasinds yarana bilacok maksimal kredit riskini oks etdirmir.

Maliyya alatlorinin har bir sinfi ti¢tin maksimal kredit riski ilo bagl alave molumatlar istinad edilon xiisusi
geydlards agiqlanr.

Asagidaki codvaldo Bankin xarici valyutada saxladigi maliyys alotlorinin kredit reytingi haqqinda molumat
togdim olunmugdur. Cadvalde S&P, Fitch vo Moody’s beynolxalq agentliklorinin reytinglori tizra tosnifat
verilmisdir. Agentliklor torafindon bir aktive miixtalif kredit reytingi toyin edildiyi halda aktiva toyin edilon
daha asag1 reytinq istifade olunmusdur:
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Depository services

Central banks with a country rating of no less than AA- (Standard&Poor’s, Fitch) or Aa3 (Moody’s),
International Settlements Bank and commercial banks with a rating of no less than AA- (Standard&Poor’s,
Fitch) or Aa3 (Moody’s) may act as foreign depository for securities of the Bank.

Financial market counterparties

Only financial institutions with credit rating of no less than A+ (Standard & Poor's, Fitch) and A1 (Moody's)
may be financial market counterparties of the Bank.

Derivative financial instruments

Credit risk arising from derivative financial instruments is, at any time, limited to those with positive fair
values, as recorded in the balance sheet.

The table below shows the maximum exposure to credit risk for the components of the balance sheet, includ-
ing derivatives. The maximum exposure is shown gross, before impairment allowances and the effect of mitiga-
tion through the use of master netting and collateral agreements.

Maximum Maximum

Notes exposure exposure

2008 2007

Cash and cash equivalents (excluding cash on hand) 5 4,331,669 2,730,711
Amounts due from credit institutions 6 162,149 377,472
Special Drawing Rights holdings with the IMF 7 1,305 8,568
Trading securities 8 542,073 431,835
Loans to banks 9 233,480 94,758
[nvestment securities held to maturity 10 214,100 136,685
Other assets 14 3,617 3,273
5,488,393 3,783,302

Financial commitments and contingencies 22 82 3,171
Total credit risk exposure 5,488,475 3,786,473

Where financial instruments are recorded at fair value, the amounts shown above represent the current credit
risk exposure but not the maximum risk exposure that could arise in the future as a result of changes in values.

For more detail on the maximum exposure to credit risk for each class of financial instrument, references
shall be made to the specific notes.

The table below represents information on credit rating of financial instruments held by the Bank in foreign
currency. The table contains ratings of S&P, Fitch and Moody’s international agencies. When different credit
ratings are designated by the agencies for the asset, the lowest designated rating for this asset is used.
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31 dekabr 2008 AAA  AA+ AA  AA- A+ A Reytingsiz Comi

Pul vasaitlari

va pul vasaitlarinin
ekvivalentlari (kas- 4,303,241 - LI5S - 5980 5,988 9,305 4,331,669
sada olan pul vasaitlori
¢ixilmaqla)
Qeyri-rezident

banklardaki vasaitlor 160,301 ) ) ) i ) 1,848 162,149
Ticarat qiymatli kagizlart 526,633 641 4,020 - 6,711 - 4,068 542,073
Odomo miiddati tamam-
1anana. c'pder. saxlapllan 79,807 ) ) ) ) ) ) 79.807
investisiya qiymatli
kagizlari

31 dekabr 2007 AAA AA+ AA AA- A+ A Reytingsiz Comi
Pul vasaitlori
va pul vasaitlarinin
ekvivalentlori (kas- 1,781,211 112,062 436,521 159,392 240,416 - 1,109 2,730,711
sada olan pul vasaitlori
¢ixilmagla)
Qeyri-rezident
banklardaks vasaitlor 17,021 - 254,056 106,395 - - - 377472
Ticarat qiymatli kagizlart 401,713 8,851 8,686 12,033 552 - - 431,835

Maliyya aktiviarinin siniflori tizra kreditin keyfiyyati

Bundan slave, Bank markezi bank olaraq 6lkenin maliyys sisteminin sabitliyini qgorumaq magsadils likvidlik
problemlori ils {izlogon yerli banklara qisamiiddatli kreditlor verir. Bu va digar aktivlar tizro Bankin daxili risk
tosniflogdirilmosi agsagidaki cadvalde gostarilir:

Vaxt1 kegmoamis vo Vaxti St
dayarsizlogmamis 200.8 va ya fard Comi
Qeyri- sokildo
Yiiksok Standart doyarsizlosmis
reytin reytin standart 2008 2008
yung yung reyting
Rezident banklara verilmis kreditlor 10,801 - 40,203 182,476 233,480
Odoma milddai tamanlanana qadar 79,807 129998 4295 214100
saxlanilan investisiya qiymatli kagizlari
scilors verilmis kreditlor - 1,788 - - 1,788
Comi 90,608 1,788 170,201 186,771 449,368
Vaxt1 kegmoamis vo Vaxti otmils
deysrsmlesmam% %(})](1?17_ Vo ye; E?lrél; Comi
Yiiksok Standart R
. " standart dayarsizlagmis
reyting reyting g 2007 2007
Rezident banklara verilmis kreditlor 12,000 - 40,819 41,939 94,758
Odomo miiddati tamamlanana qadar
saxlamlan investisiya qiymatli kagizlar - - 132,424 4,261 136,685
Isgilora verilmis kreditlor - 1,494 - 1,494
Comi 12,000 - 174,737 46,200 232,937
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As at 31 December 2008 AAA  AA+ AA AA- A+ Unrated Total
Cash and cash equivalents 3 ) 7,155 5980 5988 9305  4331,669
(excluding cash on hand)

Amounts due from credit ) o) 51, : 1848 162,149
Institutions

Trading securities 526,633 641 4,020 6,711 4,068 542,073
Investmffnt securities held 79,807 ) 79,807
to maturity

As at 31 December 2007 AAA AA+ AA AA- A+ A Unrated Total
Cash and cash equivalents 21 )11 110060 w6521 159302 240416 1109 2,730,711
(excluding cash on hand)

Amounts due from eredit ), o, - 254056 106395 . 377472
mstitutions

Trading securities 401,713 8,851 8,686 12,033 552 431,835

Credit quality per class of financial assets

As a central bank, the Bank ensures the stability of the country’s financial system by granting short-term
loans to banks having liquidity problems, as deemed appropriate. The table below shows the credit quality by
class of asset for loan-related balance sheet lines, based on the Bank’s credit rating system.

Neither past due nor

Past due or

impaired 2008 . Total
Sub- . {nle{du(i
; ally impaire
High Standard standard 2008 2008
grade grade
grade
Loans to banks 10,801 - 40,203 182,476 233,480
Investment securities held to maturity 79,807 - 129,998 4,295 214,100
Loans to employees - 1,788 - - 1,788
Total 90,608 1,788 170,201 186,771 449,368
Neither past due nor
impaired 2007 Past due or Total
Sub- | 1‘nd1v1.duc-1
High Standard ally impare
grade grade sz 2007 2007
grade
Loans to banks 12,000 - 40,819 41,939 94,758
Investment securities held to maturity ) ) 132.424 4261 136,685
Loans to employees - 1,494 1,494
Total 12,000 - 174,737 46,200 232,937
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Bank torafindon kreditlorin tosniflogdirilmasi asagidaki qaydada hoyata kegirilmisdir:

Yiiksok reytingli — bura dovr arzinds kredit sortlorinds he¢ bir dayisiklik olmayan, ddenis miiddstinda
gecikmoa olmayan va maliyya vaziyyati sla giymatlondirilon banklara verilon kreditlor aid edilir.

Standart reytingli - bura dévr arzinda kredit sortlorinde heg bir doyisiklik olmayan, ddanis miiddatinda
gecikmo olmayan va maliyya vaziyyati yaxst qiymatlondirilon banklara verilan kreditlar aid edilir.

Qeyri-standart reytingli - bura dovr orzinda kredit sortlorine doyisiklik edilon, asas va faiz borclarinda
gecikmolar olmayan va maliyya voziyyati qonastboxs qiymoatlondirilon banklara verilon kreditlor aid edilir.

Vaxti 6tmiis va ya fordi sakilda doyarsizlogmis - bura dovr arzinda kredit sartlorine dayisiklik edilon, asas va
faiz borclarinda vaxti kegmis borclari olan vo maliyys voziyyati kafi qiymoatlondirilon banklara verilon kreditlor
aid edilir.

Siyasatine uygun olaraq Bank kredit portfeli daxilinds reytinglari doqiq va ardicil sakilds tatbiq etmalidir.
Verilon risk reytinglori miintozom qaydada qiymatlondirilir vo yenidon baxilir.

Dayarsizlagsmanin giymatlondirilmasi

Kreditlorin doyarsizlosmo baximindan qiymstlondirilmasi zamani nazors alinan asas amillors asagidakilar
daxildir: asas mobloglarin va faizlerin 6donilmasinin 90 giindon artiq miiddatds gecikdirilib gecikdirilmomasi,
qarsi-toraflorin pul vesaitlarinin harokatlorinda ¢otinliklor haqqinda mslumatin olub olmamasi, kredit
reytinglorinin agag1 diismasi va ya miiqavilanin ilkin sortlorinin pozulmasi. Bank dayarsizlosma baximindan iki
saviyyada qiymatlondirma aparir: fordi sakilda qiymatlondirilen ehtiyatlar va macmu sokilda giymotlondirilon
chtiyatlar,

Fordi sokilda qiymatlondirilon ehtiyatlar

Bank fordi olaraq har bir mithiim kredit vo ya avans tizrs tolob olunan ehtiyatlari fordi sokildo miioyyan edir.
Ehtiyatlarm mablogi miloyyan edildiyi zaman asagidaki amillor nozara alinir: qarsi-taraflorin biznes-planinin
dayanigligi, onun maliyya ¢otinliklori yarandigi toqdirde faaliyyot naticolorini tokmillogdirmak qabiliyyati,
miiflislik halinda prognozlasdirilan madaxiller, maliyys dostoyinin calb edilmasi imkani, girovun satis doyari vo
gozlonilon pul vesaitlori horakatinin miiddatlori. Gozlonilmoyan hadisalor daha yaxin diqget yetirilmosini talob
etdiyi hallar istisna olmagqla, dayarsizlasma zararlari har hesabat tarixinds qiymatlondirilir.

Mbocmu sakilda giymoatlondirilon ehtiyatlar

Macmu sokilds fardi olaraq miihiim olmayan banklara kreditlorin vo fordi olaraq miihiim, lakin fordi sokilda
doyarsizlosmasina dair obyektiv siibutlar olmayan kreditlarin deyarsizlasmasi tigiin ehtiyatlar qiymatlondirilir.
Ehtiyatlar hor bir hesabat tarixina qiymatlandirilir, va bu zaman har bir kredit portfeli ayrica tahlil edilir.

Macmu sakilda gqiymatlondirma zamani fardi sokilde doyarsizlagmaya dair obyektiv siibut olmayanda da port-
felin doyarsizlosmasi miioyyan edilir. Dayarsizlosma zararlori asagidaki malumatlari nazera almagla miisyyan
edilir: portfel tizra tarixi zararlar, cari iqtisadi soraitlar, zararin ¢okilmasi ehtimal edilon andan hamin zararin
doyarsizlosma tizra fardi sokilda giymatlandirilon doyarsizlosma zararini tolab etmasi miiayyan edildiyi anadok
toxmini miiddat va gozlonilon madaxillar vo aktiv dayarsizlogsdikdon sonra doyarin barpa edilmasi. Rohbarlik
bir iladak ola bilon bu miiddatin miiayyan edilmasina gora masuliyyat dasiyir.
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The Bank classifies its loan portfolio as follow:

High grade - loans issued to banks with excellent financial performance, having no changes in the terms and
conditions of loan agreements and no overdue in principal and interest.

Standard grade - loans issued to banks with stable financial performance, having no changes in the terms and
conditions of loan agreements and no overdue in principal and interest.

Sub-Standard grade — loans issued to banks with satisfactory financial performance, having changes in the
terms and conditions of loan agreements and no overdue in principal and interest.

Individually impaired - loans issued to banks with satisfactory financial performance, having changes in the
terms and conditions of loan agreements and overdue in principal and interest.

It is the Bank’s policy to maintain accurate and consistent risk ratings across the credit portfolio. The attrib-
uted risk ratings are assessed and updated regularly.

Impairment assessment

The main considerations for loan impairment assessment include whether any payments of principal or inter-
est are overdue by more than 90 days or there are any known difficulties in the cash flows of the counterparties,
credit rating downgrades, or infringement of the original terms of the contract. The Bank addresses impairment
assessment in two areas: individually assessed allowances and collectively assessed allowances.

Individually assessed allowances

The Bank determines the allowances appropriate for each individually significant loan on individual basis.
Items considered when determining allowance amounts include the sustainability of the counterparty’s busi-
ness plan, its ability to improve performance once a financial difficulty has arisen, projected receipts should
bankruptcy ensue, the availability of other financial support and the realisable value of collateral, and the tim-
ing of the expected cash flows. The impairment losses are evaluated at each reporting date, unless unforeseen
circumstances require more careful attention.

Collectively assessed allowances

Allowances are assessed collectively for losses on loans to banks that are not individually significant and for
individually significant loans where there is not yet objective evidence of individual impairment. Allowances
are evaluated on each reporting date with each portfolio receiving a separate review.

The collective assessment takes account of impairment that is likely to be present in the portfolio even
though there is no yet objective evidence of the impairment in an individual assessment. Impairment losses
are estimated by taking into consideration of the following information: historical losses on the portfolio, cur-
rent economic conditions, the appropriate delay between the time a loss is likely to have been uncured and the
time it will be identified as requiring an individually assessed impairment allowance, and expected receipts
and recoveries once impaired. The management is responsible for deciding the length of this period which can
extend for as long as one year.
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Bankin pul aktivlori va ohdoliklari tizre cografi comlosma belodir:

2008 _ 2007
joir oyt

.. Qeyri_
[OIT iIT

Azarbaycan iOIT Cami

Comi  Azerbaycan
Aktivlar:

Pul vasaitlori vo

pul vasaitlarinin

ekvivalentlori 69,799 4,331,669 - 4401467 66,803 2,730,711 - 2797514
Qeyri-rezident

banklardaki

vasaitlor - 162,149 - 162,149
Beynalxalq

valyuta Fonfu ilo

hesablagmalar - 1,305 - 1,305 - 8,568 - 8,568
Ticarat qiymatli

kagizlari - 542,073 - 542,073
Rezident banklara

verilmis kreditlor 201,546 - - 201,546 81,214 - - 81,214
Odoama miiddati

tamamlanana

qodar saxlanilan

investisiya

qiymatli kagizlart 129,998 79,807 - 209,805 132,424 - 132,424

Sair aktivlor 2,990 592 - 3,582 3,011 232 - 3,243
404,333 5,117,595 - 5,521,928 283452 3,548,818 - 3,832,270

377472 377472

431,835

431,835

Ohdaliklor:
Dévriyyada olan

banknotlar va

sikkalor 4,425,821 - - 4425821 2,911,155 - - 2911,155
Kredit togkilatlari

qarsisinda

ohdaliklor 567,597 - - 567,597 529,314 - - 529,314
Hokumat idaralari

qarsisinda

ohdaliklor 605,567 - - 605,567 37,236 - - 37,236
Sair deposit

hesablar1 1,282 - - 1,282 1,027 - - 1,027
Buraxilmig borc

qiymatli kagizlari 149,563 - - 149,563 251,854 - - 251,854
Digar beynalxalq

maliyys institutlart

qarsisinda

ohdalikler - 7,610 - 7,610 - 5,481 - 5,481

Beynalxalq

Valyuta Fondu

qarsisinda

ohdalikler - 64,203 64,203 - 87,115 - 87,115

Sair Shdaliklor 182 6,806 125 7,113 - 402 307 709
5,750,013 78,619 125 5,828,757 3,730,586 92,998 307 3,823,891

Xalis balans

movqeyi (5,345,680) 5,038,976  (125) (306,829)  (3.447,134) 3455820  (307) 8,379
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The geographical concentration of the Bank’s monetary assets and liabilities is set out below:

2008 2007
Azerbaijan OECD AU Total Azerbaijan OECD Al Total
OECD OECD
Assets:
Cash and cash
equivalents 69,799 4,331,669 - 4401467 66,803 2,730,711 - 2,797,514
Amounts due from
credit institutions - 162,149 - 162,149 - 377,472 - 377,472
Special Drawing
Rights holdings
with the IMF - 1,305 - 1,305 - 8,568 - 8,568
Trading securities - 542,073 - 542,073 - 431,835 - 431,835
Loans to banks 201,546 i 201,546 81,214 i i 81214
Investment secu-
rities held to
maturity 129,998 79,807 - 209,805 132,424 - - 132,424
Other assets 2,990 592 - 3,582 3,011 232 - 3,243
404,333 5,117,595 - 5,521,928 283,452 3,548,818 - 3,832,270
Liabilities:
Money issued in
circulation 4,425,821 - - 4425821 2,911,155 - - 2,911,155
Amounts due to
credit institutions 567,597 - - 567,597 529,314 - - 529,314
Amounts due
to government
organizations 605,567 - - 605,567 37,236 - - 37,236
Amounts due to
customers 1,282 - - 1,282 1,027 - - 1,027
Debt securities
issued 149,563 - - 149,563 251,854 - - 251,854
Amounts due
to international
financial institu-
tions - 7,610 - 7,610 - 5,481 - 5481
Amounts due to
the IMF - 64,203 64,203 - 87,115 - 87,115
Other liabilities 182 6,806 125 7,113 - 402 307 709

5,750,013 78619 125 5828757 3,730,586 92998 307 3,823,891

Net balance
sheet position (5,345,680) 5,038,976 (125)  (306,829)  (3,447,134) 3,455,820 (307) 8,379
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Likvidlik riski ve maliyyslesdirmanin idars edilmasi

Likvidlik riski adi va ya fovqalads soraitde 6danis tarixi ¢catanda Bankin ddanisla bagli hdaliklarini yerina
yetira bilmomasi riskidir. Bank tarafindan likvidlik riskinin idara olunmasi har bir seraitde Bankin 6hdsliklarini
6domak tigtin likvidliyin lazimi seviyyado saxlanilmasina osaslanir.

Pul-valyuta siyasotinin hoyata kecirilmosi vo 6lkodaxili maliyys sabitliyinin tomin edilmasi kimi morkozi
bankin prioritet magsadloring nail olmaq iigiin vaxtinda miidaxilo etmok mogsadilo Bank valyuta aktivlorinden
likvid amaliyyat trans1 formalasdirib. Markozi bankin likvid amaliyyat valyuta aktivlori asagidaki monbalor
tizro valyuta tolobatini qarsilamaq Ggtin kifayat edir: valyuta miidaxilalori, ii¢ ayliq idxal hacminda xarici
ticaratin maliyyoalosdirilmasi, 6lkenin qisa-miiddatli xarici borcu. Likvidlik riskinin idara edilmosi likvid
aktivlarinin miisyyan edilmasi vo investisiya miiddatindo valyuta aktivlorini minimal likvidlik limitlarinin
miisyyan edilmasindan ibaratdir

Maliyya 6hdaliklarinin ddanis tarixina qalmis miiddatlor iizra tohlili

Asagidaki cadvalda diskont edilmomis miigavilo Shdaliklari asasinda Bankin 31 dekabr 2008-ci il tarixina
maliyya 6hdaliklori 6danis tarixina qalmis miiddatlar tizra toqdim edilir. Talob asasinda denilmali 6hdaliklor
6donis tolobinin miimkiin olan on tez tarixdo verilmis hesab olunur. Bununla boraber Bank gozloyir ki,
miistarilarin ¢oxu Bank 6donisi aparmali oldugu an tez tarixde Gdonisi talab etmayacak, va cadval gozlanilon
pul vasaitlari harakatlarini aks etdirmir.

Maliyyo ohdaliklari S e 5ildon

31 dekabr 2008-ci il tarixino oz 3-12 ay 1-5il artiq Comi
Kredit toskilatlar1 qarsisinda ohdsliklor 567,597 - - - 567,597
Hokumat idaralari qarsisinda 6hdoliklor 605,567 - - - 605,567
Sair deposit hesablari 1,282 - - - 1,282
Buraxilmig borc qiymatli kagizlari 149,877 - - - 149,877
Digor beynalxalq maliyya institutlart

qarsisinda dhdaliklor 3,056 211 2,059 2,727 8,053
BVF garsisinda dhdoliklor 723 15,315 44 840 5,490 66,368
Sair 6hdaliklar 6,899 51 74 - 7,024
Comi diskont edilmamis maliyys

ohdaliklari 1,335,001 15,577 46,973 8,217 1,405,768
Maliyyo ohdaliklari 5 gl 5 ilden

31 dekabr 2007-ci il tarixino o 3-12 ay 1-5il artiq Comi
Kredit taskilatlar1 qarsisinda ohdaliklor 529,314 - - - 529,314
Hokumat idaralari qarsisinda ¢hdsliklar 37,236 - - - 37,236
Sair deposit hesablari 1,027 - - - 1,027
Buraxilmig borc qiymatli kagizlart 253,164 - - - 253,164
Digar beynalxalq maliyya institutlari

qarsisinda ohdaliklar 329 225 2,193 3,258 6,005
BVF qarsisinda 6hdsliklor 826 18,532 55,744 13,798 88,900
Sair 6hdoliklor 454 153 102 - 709
Comi diskont edilmomis maliyyo

ohdoliklari 822,350 18,910 58,039 17,056 916,355
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Liquidity risk and funding management

Liquidity risk is the risk that the Bank will be unable to meet its payment obligations when they fall due under
normal and stress circumstances. Management of the liquidity risk by the Bank is based on keeping the liquidity
at required level for meeting the requirements of the Bank in any condition.

In order to achieve the Bank’s primary goals of maintaining currency stability and control over monetary
policy, the Bank maintains operational foreign currency assets which are a group of liquid assets from its for-
eign currency assets to ensure timely intervention when deemed necessary. Such group of operational liquid
foreign currency assets of the central bank is adequate for meeting the foreign currency demand for currency
interference, financing foreign trade equivalent of three-month import, and financing short-term foreign debt of
the country. Liquidity risk management consists of identifying the liquid assets and determining the minimum
liquidity limits of foreign currency assets over its investment period.

Analysis of financial liabilities by remaining contractual maturities

The table below summarises the maturity profile of the Bank’s financial liabilities at 31 December 2008
based on contractual undiscounted repayment obligations. Repayments which are subject to notice are treated
as if notice were to be given immediately. However, the Bank expects that many customers will not request
repayment on the earliest date the Bank could be required to pay and the table does not reflect the expected
cash flows.

Financial liabilities thglis; 3to 12 1to5 Over Total
As at 31 December 2008 months years 5 years

months
Amounts due to credit institutions 567,597 - - - 567,597
Amounts due to government organiza-
tions 605,567 - - - 605,567
Amounts due to customers 1,282 - - - 1,282
Debt securities issued 149,877 - - - 149,877
Amounts due to international financial
institutions 3,056 211 2,059 2,727 8,053
Amounts due to the IMF 723 15,315 44,840 5,490 66,368
Other liabilities 6,899 51 74 - 7,024
Total undiscounted financial liabili-
ties 1,335,001 15,577 46,973 8,217 1,405,768
Financial liabilities 5 ildon

3 aydan . .
As at 31 December 2007 o 3-12 ay 1-5il artiq Comi
Amounts due to credit institutions 529,314 - - - 529,314
Amounts due to government organiza-
tions 37,236 - - - 37,236
Amounts due to customers 1,027 - - - 1,027
Debt securities issued 253,164 - - - 253,164
Amounts due to international financial
institutions 329 225 2,193 3,258 6,005
Amounts due to the IMF 826 18,532 55,744 13,798 88,900
Other liabilities 454 153 102 - 709
Total undiscounted financial liabili-
ties 822,350 18,910 58,039 17,056 916,355
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Asagidaki cadvalde Bankin maliyys tashhiidlari va potensial dhdaliklorinin miiqavila miiddatlori gstarilir.

3 aydan . 5 ilden

2 3-12 ay 1-5il i Comi
2008 - 82 - - 82
2007 - 3,171 - - 3,171

Bank gozlayir ki, potensial 6hdsliklorin va ya toshhiidlorin hamisinin 6hdolik miiddoti tamamlanana goador
yerina yetirilmasi tolob olunmayacaqdir.

Bazar riski

Bazar riski maliyyo alotlorinin doyorinin faiz daracasi vo valyuta mozonnolori kimi bazar parametrlorinda
doyisikliklar naticasinda toraddiid elomasi riskidir.

Faiz doracasi riski

Faiz doracasi riski maliyys aktivlerinin doyarinin faiz doracasinin artmasi/azalmasi naticosinds ucuzlagsmasi/
bahalagmasi riskidir. 31 dekabr 2008 va 2007-ci il tarixlorino Bankin aktivlorinds bazar qiymati ilo oks olunan
sabit golirli qiymatli kagizlar faiz daracasi riskine moruz qalmiglar. Bank bu riski investisiya portfelinin va
portfelin torkibindoki aktivlorin miiddstinin miloyyan olunmasi ils idars edir.

Asagidaki cadvalda Bankin maliyya aktivlerin va 6hdaliklarinin doyarinin faiz deracasinda 1% dayisikliya
qgars1 xalis hassasligi toaqdim olunur. Faiz doracasi riskina qarsi hassasligin tohlili “risk ehtimal edilon doyismasi
amili” asasinda edilir (PVO1).

2008 2007

Faiz . . . .
. Dayarin Faiz daracosinda Dayarin
Vel eSO hssse}llshgl artma hosszsllgl

artma

ABS dollart 1% 6,278 1% 5,923
Avro 1% 1,318 1% 854
Funt sterlinq 1% 352 1% 135
XBH 1% 23 1% 172
Sair 1% 35 1% 5,923
2008 2007

Bazis . . . .
. Dayarin Bazis maddalarinda Dayarin
Valyuta maddolorinda hssse}llshgl azalma hssse}llshgl

azalma

ABS dollart (1%) (6,278) (1%) (5,923)
Avro (1%) (1,318) (1%) (854)
Funt sterlinq (1%) (352) (1%) (135)
SDR (1%) (23) (1%) (172)
Sair (1%) (35) (1%) (5,923)

Hossasliq tohlili il bagli mohdudiyyatlor: Yuxaridaki cadvallor digar ehtimallarda dayisikliklor olmadiqda
osas ehtimallarin doyigsmosinin tasirini oks etdirir. 9slindo cadvalds qeyd edilon ehtimallarla digor faktorlar
arasinda qarsiliglt alage méveuddur. Qeyd etmok lazimdir ki, cadvaldaki hassasliq gostericilori xatti funksiya
tizra hesablanmir va valyuta moazannasinin daha ¢ox va ya az dayismasina qarsi hassasligi cadvalda gostorilon
ragemlar asasinda birbasa interpolyasiya va ekstrapolyasiya edila bilmaz.

174



National Bank’s 2008 financial reporting

The table below shows the contractual expiry by maturity of the Bank’s financial commitments and contin-

gencies.
Less
than 3 3to 12 lto5 Over Total
months months years 5 years
2008 - 82 - - 82
2007 - 3,171 - - 3,171

The Bank expects that not all of the contingent liabilities or commitments will be drawn before expiry of the
commitments.

Market risk

Market risk is the risk that the value of financial instruments will fluctuate due to changes in market variables
such as interest rates and foreign exchanges.

Interest rate risk

Interest rate risk arises from the possibility that changes in interest rates will affect the values of financial
instruments. As of 31 December 2008 and 2007 fixed income securities of the Bank recognized at market prices
were exposed to interest rate risk. The Bank manages this risk by definition of the term of investment portfolio
and assets in the portfolio.

The following table demonstrates the net effect of 1% change in interest rates to fair market value of the
Bank’s financial assets and liabilities. Analysis of sensitivity to interest rate risk is made on the basis of “esti-
mated change of the risk factor” (PVO1).

2008 2007

Gl Increase in Sensitivity of fair Increase in interest Sensitivity of fair
interest rate market value rate market value

USD 1% 6,278 1% 5,923
EUR 1% 1,318 1% 854
GBP 1% 352 1% 135
SDR 1% 23 1% 172
Other 1% 35 1% 5,923
2008 2007

o Decrease in Sensitivity of fair Decrease in inter- Sensitivity of fair
interest rate market value est rate market value

USD (1%) (6,278) (1%) (5,923)
EUR (1%) (1,318) (1%) (854)
GBP (1%) (352) (1%) (135)
SDR (1%) (23) (1%) (172)
Other (1%) (35) (1%) (5,923)

Limitations on sensitivity analysis: The above tables reflect the effect of changes in principal assumptions

with all other assumptions remaining constant. Actually, there is an interrelation between assumptions reflected
in the table and other factors. It should be noted that sensitivity exponents in the table are not calculated under
line function and sensitivity to even more or less change in currency rates may not be directly interpolated and
extrapolated on the basis of the table figures.
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Hossasliq tohlili Bankin aktivlerinin va ohdaliklorinin faal gokilds idars edildiyini nazars almir. Bundan
olavo, Bankin maliyys voziyyeti bazarda dayisikliklor bag verdikds doyiso bilor. Masolon, Bankin maliyya
riskinin idara edilmasi strategiyasi bazardaki doyisikliklora qarsi hossasligm idars edilmesini nozards tutur.
Bazardaki dayisikliklor miioyyan haddi kegands Bankin rohbarliyi bazi addimlar atmaq kimi gorarlar hayata
kegira bilar. Naticada, ehtimallardaki dayisikliklor chdaliklora heg bir tasir gostarmoya bilar, aktivlor iso
balans hesabatinda bazar qiymoti ilo dayarlandirilocok. Belo hallarda aktivler va 6hdolikler {i¢iin miixtalif
giymotlondirma bazasindan istifado edilmosi xalis aktivlerin dayismasina gatirib ¢ixara biler.

Yuxarida qeyd edilon hassasliq tohlillari ilo bagli digar mohdudiyystlors asagidakilar daxildir: yaxin dovrda
miimkiin bazar dayisikliklori ilo bagli hor hansi ominlik olmadan gabaqcadan verilon vo yalniz Bankin
movqgeyini aks etdiran potensial riskin niimayis etdirilmasi ti¢lin hipotetik bazar dayisikliklarinden istifads vo
biitlin faiz daracalarinin eyni qaydada horakat etmasi ehtimali.

Valyuta riski

Xarici valyuta riski xarici valyuta mozonnasinin doyismasi naticosinde maliyys aktivinin baza valyutasinda
doyarinin doyismasi riskidir. Bankin aktivlarinin doyari aktivlerin valyuta strukturundan asili olaraq asas xarici
valyutalarin mazonnolorinin doyismasi riskine maruz qgalir.

Bankin valyuta aktivleri ABS dollari, Avro va Funt sterling ilo saxlanilir. Valyuta aktivlorinin valyuta
kompozisiyasi “Azarbaycan Respublikast Milli Bankinin valyuta aktivlarinin idara edilmasi tizra 2007-ci il
{iciin osas istiqgamotlori” ilo miioyyan olunmus vo Bankin idars Heyatinin 30 noyabr 2007-ci il tarixli qorart ilo
yenidon baxilmigdir.

Bankin valyuta ehtiyatlarimin valyuta strukturunun doyisdirilmosi barade gorar1 asason Bankin valyuta
ehtiyatlari cari foaliyyati tomin edon amaliyyat va golocok nasillor ti¢lin saxlanilan, yigim alati olan investisiya
tranglarina boliinarak har bir trans tigiin ABS dollar1, Avro va Funt sterlingdan ibarat valyuta strukturu miisyyan
olunmusdur.

Asagidaki codvoldo Bankin 31 dekabr 2008-ci vo 2007-ci il tarixlorino qeyri-ticarot monetar aktivler vo
6hdalikler vo proqnozlagdirilan pul vesaitlori horoketlori tizrs iri risklora moruz qaldigi valyutalar gostarilir.
Tohlil valyutanin manata garst mozonnasindo mantiqi olaraq miimkiin horokotin tosirini hesablayir, bu zaman
bittin digar gostericilor doyismoz galir. Cadvaldaki manfi mablog monfast vo zarar haqqinda hesabatda poten-
sial xalis azalmani, miisbat mablag isa xalis potensial artimi oks etdirir.
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Sensitivity analysis does not account the active management of the Bank’s assets and liabilities. Further,
financial position of the Bank may change according to market changes. For instance, financial risk manage-
ment strategy of the Bank supposes management of sensitivity to market changes. When market changes go
beyond certain limit, management of the Bank may make a decision to take some measures. As a result, changes
in assumptions may have no effect on liabilities, while assets are valued in balance sheet at market prices. In
such cases utilization of different valuation bases for assets and liabilities may result in change of net assets.

Other limitations on the above sensitivity analysis include: usage of hypothetic market changes for demon-
stration of potential risk presupposed without any assurance in possible market changes for the nearest period
and reflecting the Bank’s position only and supposition of similar movement of all interest rates.

Currency risk

Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign
exchange rates. Subject to the currency structure of assets, the value of assets of the Bank is exposed to risk of
changes in exchange rates of main foreign currencies.

The assets of the Bank are primarily maintained in US Dollars, Euro and Pound Sterling. Currency compo-
sition of assets is defined by the “Main Directions for Management of Currency Assets of the National Bank
of the Republic of Azerbaijan for 2007” and revised by the resolution of the Management Board dated 30
November 2007.

Based on the resolution on change of currency structure of currency reserves, they have been divided into
operational tranche providing current activities and investment tranche held for future generations as a means
of hoarding, while currency structure compounding on US Dollars, Euro and Pound Sterling is defined for each
tranche.

The tables below indicate the currencies to which the Bank had significant exposure at 31 December 2008
and 2007 on its non-trading monetary assets and liabilities and its forecast cash flows. The analysis calculates
the effect of a reasonably possible movement of the currency rate against the Azerbaijani Manat, with all other
variables held constant on the income statement. A negative amount in the table reflects a potential net reduc-
tion in income statement, while a positive amount reflects a net potential increase.
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2008
ABS Funt

Manat dollart Avro  sterling XBH Digor Comi
Aktivlor:
Pul vasaitlari va pul vasaitlorinin
chvivalentlor M2 26s0 LMIeE 320 : U 4401467
Qeyri-rezident banklardaki
vasaitlor - 162,149 - 162,149
BVF-du il hesablasmalar - - - 1,305 - 1,305
Ticarat qiymatli kagizlart - 453844 71,200 14,929 - 2,100 542,073
Rezident banklara verilmis
kreditlor 201,546 - - - - - 201,546
Odome miiddati tamamlanana
qodar saxlanilan investisiya
qiymatli kagizlar 129,998 79,807 - - - - 209,805
Omlak va avadanliglar 30891 ) ) ) ) ) 30891
Qeyri-maddi aktivler 6691 ) ) ) ) ) 6691
Sair aktilr 2564 631 m 27 : : 27430

Comi aktivier 394,992 333948 1513765 347223 1,305 2,124 5,583,357

Ohdaliklar:

Dévriyyada olan banknotlar va

sikkalor 4425821 - - - - - 4425821
Kredit toskilatlari qarsisinda

ohdoliklor 385,009 163,830 18,758 - - - 567,597
Hokumat idaralri qargisinda

ohdaliklor 521,928 68,183 14,190 1,259 - 7 605,507
Sair deposit hesablart 1,245 35 2 - - 1,282
Buraxilmig borc giymatli

kagizlan 149,563 - - - - - 149,563
Digor beynalxalq maliyys

institutlart qargisinda ohdaliklor 2,796 4814 - - 7,610
BVF qarsisinda 6hdaliklor 712 - - 63,491 - 64,203
Sair ohdaliklar 306 17 6,731 - - 59 7,113
Cami ohdaliklar 5487379 236,880 39,680 1,259 63,491 66 5,828,756
Xalis balans movqeyi (5,092,387) 3,087,008 1,474,085 345964  (62,186) 2,058 (245,398)
Mozannads artma, %-ls 1% 1% 1% 1% 1%

Monfaata tosir 30,871 14,741 3,460 (622) 21 48470
Mbazonnada azalma, %-lo (1%) (1%) (1%) (1%) (1%)

Manfaata tasir (30,871) (14,741)  (3,460) 622 21 (48,470)
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2008

AZN UsD EUR GBP SDR Other Total
Assets:
Cash and cash equivalents 242 2621517 1,441,663 332,021 - 24 4,401,467
Amounts due from credit institu-
tions - 162,149 - 162,149
SDR holdings with the IMF - - 1,305 - 1,305
Trading securities - 453844 71,200 14,929 - 2,100 542,073
Loans to banks 201,546 - - - - - 201,546
Investment securities held to
maturity 129,998 79,807 - - - - 209,805
Property and equipment 30,891 ) ) i i i 30,891
[ntangible assets 6691 ] ) ) ) ) 6691
Other asses B64 @ m : S
Total Assets 394,992 3323948 1,513,765 347,223 1,305 2,124 5,583,357
Liabilities:
Money issued in circulation 4,425,821 - - - - - 4,425,821
Amounts due to credit institu-
tions 385,009 163,830 18,758 - - - 567,597
Amounts due to government
organizations 521,928 68,183 14,190 1,259 - 7 605,567
Amounts due to customers 1,245 35 2 - - - 1,282
Debt securities issued 149,563 - - - - - 149,563
Amounts due to international
financial institutions 2,796 4814 - - - - 7,610
Liabilities to the IMF 712 - - 63,491 - 64,203
Other liabilities 306 17 0,731 - - 59 7,113
Total Liabilities 5487379 236,880 39,680 1,259 63,491 06 5,828,756
Net balance sheet position (5,092,387) 3,087,008 1,474,085 345964  (62,186) 2,058 (245,398)
Increase in currency rate in % 1% 1% 1% 1% 1%
Effect on profit 30871 14741 3460 (622) 2 48,470
Decrease in currency rate in % (1%) (1%) (1%) (1%) (1%)
Effect on profit (30871)  (14,741)  (3,460) 622 1) (48,470)
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Aktivlar:

Pul vasaitlari va pul
vasaitlarinin ekvivalentlari
Qeyri-rezident banklardaki
vasaitlor

BVF-du ilo hesablasmalar
Ticarat qiymatli kagizlart
Rezident Banklara verilmis
kreditlor

Odomo miiddati tamam-
lanana qador saxlanilan
investisiya giymotli
kagizlar

omlak vo avadanhglar
Qeyri-maddi aktivlor

Sair aktivlor

Cami aktivlor

Ohdaliklor:

Dévriyyada olan banknotlar
va sikkoalar

Kredit togkilatlari qarsisinda
ohdaliklar

Hokumat idaralari
qarsisinda 6hdaliklor

Sair deposit hesablart
Buraxilmig borc qiymatli
kagizlar

Digar beynoalxalq maliyya
institutlart qarsisinda
ohdaliklar

BVF qarsisinda 6hdaliklor
Sair ohdaliklor

Comi dhdoliklor

Xalis balans movqeyi

Mazonnada artma, %-lo
Manfaata tasir

Mazannada azalma, %-ls
Mbanfaats tasir

Manat

81,214

132,424

25,681
5,396
49,731
294,446

2911,155

309,290

32,412
1,019
251,854

760
512
3,507,002

(3,212,556)

ABS
dollart

1,468,397

374301

347,109

197
2,190,004

205,951

4,817
4

5481

450
216,703

1,973,301

1%
19,733

(1%)
(19,733)

Avro

1,023,933

3,171

61,592

1,088,696

14,073

21
14,098

1,074,598

1%
10,746

(1%)
(10,746)

130

Funt
sterling

305,057

9,040

314,097

314,097

1%
3141

(1%)
(3,141)

XBH Digar
127

8,568 -
14,094

36

8,568 14,257

7
86,355 -
86,355- 7

(71,78T) 14250

1% 1%
(778) 142

(1%) (1%)
778 (142)

2007

Comi

2,797,514

377472

8,568
431,835

81,214

132,424

25,681
5,396
49,964
3,910,068

2.911,155

529,314

37,236
1,027
251,854
5481
87,115
983

3,824,165

85,903

32,984

(32,984)
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2007
AZN USD EUR GBP SDR Other Total
Assets:
Cash and cash equivalents - 1,468397 1,023,933 305,057 - 127 2,797,514
Amounts due from credit - 374301 3,171 : : : 377472
Institutions
SDR holdings with the IMF - - - - 8,568 - 8,568
Trading securities - 347,109 61,592 9,040 - 14,094 431,835
Loans to banks 81,214 - - - ) §1214
Investmc?nt securities held 132424 ) ) ) ) ) 132404
to maturity
Property and equipment 25,681 - - - - - 25,681
Intangible assets 5,396 - - - - - 5,396
Other assets 49,731 197 - - - 36 49,964
Total Assets 294,446 2,190,004 1,088,696 314,097 8,568 14,257 3,910,068
Liabilities:
Money issued in circulation 2,911,155 - - - - - 2,911,155
Amounts due to credit insti- 50050y 05 14073 : : : 529314
tutions
Amounts duc to govern- 32412 4817 i : : 7 37236
ment organizations
Amounts due to customers 1,019 4 4 - - - 1,027
Debt securities issued 251,854 - - - - - 251,854
Amounts due to interna-
. . - 481 - - - -
tional financial institutions 8 S48
Liabilities to the IMF 760 - - - 86,355 - 87,115
Other liabilities 512 450 21 - - - 983
Total Liabilities 3,507,002 216,703 14,098 - 86,355 7 3,824,165
Net balance sheet position  (3,212,556) 1,973,301 1,074,598 314,097  (77,787) 14,250 85,903
.Im:)rease in currency rate 1% 1% 1% % %
in %
Effect on profit 19,733 10,746 3,141 (778) 142 32,984
!)esrease in currency rate (1%) (1%) (1%) 1%) (1%)
in %
Effect on profit 19733  (10746)  (3,141) 778 (142) (32,984)
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Omoliyyat riski

Omoliyyat riski — sistemlorin nasazlig1, is¢ilorin sohvi, saxtakarlig1 vo ya xarici hadisslor naticosindo yaranan
riskdir. Nazarat sistemi islomoyanda amaliyyat risklori niifuza xolal vura, hiiquqi naticalera ve ya maliyya
zarorloring gatirib ¢ixara bilor. Bank biitiin amaliyyat risklorinin aradan gotiiriilmasini giiman eda bilmoz, lakin
Bank bu risklari nozarat sistemi va potensial risklarin izlonmasi va onlarla bagl todbirlorin gériilmasi yolu
ilo idara edo bilor. Nozarat sistemina vozifalorin samarali boliinmasi, daxil olma, tesdiq etma va tutusdurma
prosedurlari, heyatin talimlondirilmasi va giymatlandirilmasi proseslari, eloca da daxili auditden istifads dax-
ildir.

27. Maliyys alotlorinin odalotli doyeri
Asagida Bankin maliyys hesabatlarinda oks etdirilmis maliyys hesabatlarinin balans dayarlori vo odalatli

doyarlari sinifler {izra miiqayisa edilir. Cadval geyri-maliyya aktivlarin vo hdaliklarin adalatli dayarlari tagdim
edilmir;

Cari Odalatli Tanmmamus Cari Odalatli Tanmmamig
dayar doyar  golir/( zarar) dayar doyar  golir/( zarar)
2008 2008 2008 2007 2007 2007
Maliyya aktivlori
Pul vasaitlari va
pul vasaitlarinin
ekvivalentlari 4,401,467 4,401,467 - 2,797,514 2797,514 -
Qeyri-rezident
banklardak1 vasaitlor 162,149 162,149 - 377,472 377,472 -
BVF-du ilo
hesablagmalar 1,305 1,305 - 8,568 8,568 -
Ticarat qiymatli
kagizlar 542,073 542,073 - 431835 431,835 -
Rezident banklara
verilmis kreditlor 201,546 199,656 (1,890) 81,214 77,631 (3,583)
Odomo miiddati
tamamlanana gador
saxlanilan investisiya
qiymetli kagizlart 209,805 154,738 (55,067) 132,424 51.910 (80,514)
Sair aktivlor 3,582 3,582 - 3,243 3,243 -
Maliyya ohdoaliklari
Kredit toskilatlart
qarsisinda ohdaliklor 567,597 567,597 - 529,314 529,314 -
Hokumat idaralori
qarsisinda ohdaliklar 605,567 605,567 - 37,236 37,236 -
Sair deposit hesablar 1,282 1,282 - 1,027 1,027 -
Buraxilmis borc
qiymetli kagizlart 149,563 149,563 - 251,854 251,854 -
Digar beynalxalq
maliyya institutlari
qarsisinda ohdaliklor 7,610 7,243 367 5,481 5,012 469
BVF qarsisinda
ohdaliklor 64,203 58,875 5,328 87,115 68,878 18,237
Sair dhdaliklor 7,024 7,024 709 709 -
Reallagdiriimamis
adalatli doyards comi
tammmamus dayisiklik (51,263) (65,391)
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Operational risk

Operational risk is the risk of loss arising from systems failure, human error, fraud or external events. When
controls fail to perform, operational risks can cause damage to reputation, have legal or regulatory implications,
or lead to financial loss. The Bank cannot expect to eliminate all operational risks, but through a control frame-
work and by monitoring and responding to potential risks, the Bank is expected to manage the risks. Controls
include effective segregation of duties, access, authorisation and reconciliation procedures, staff education and
assessment processes, including the use of internal audit.

27. Fair values of financial instruments
Set out below is a comparison by class of the carrying amounts and fair values of the Bank’s financial instru-

ments that are carried in the financial statements. The table does not include the fair values of non-financial
assets and non-financial liabilities.

Carrying  Fair value Unrec.ognlsed Camying Fair value Unrec.ogmsed
alle 2008 gain/(loss) value 2007 gain/(loss)
vai 2008 2007 2007
2008
Financial assets
Cash and cash equiva-
lents 4,401,467 4,401,467 - 2,797,514 2,797,514 -
Amounts due from
credit institutions 162,149 162,149 - 377,472 377,472 -
SDR holdings with the
IMF 1,305 1,305 - 8,568 8,568 -
Trading securities 542,073 542,073 - 431,835 431,835 -
Loans to banks 201,546 199,656 (1,890) 81,214 77,631 (3,583)
Investment securities
held to maturity 209,805 154,738 (55,067) 132,424 51.910 (80,514)
Other assets 3,582 3,582 - 3,243 3,243 -
Financial liabilities
Amounts due to credit
institutions 567,597 567,597 - 529,314 529,314 -
Amounts due to gov-
ernment organizations 605,567 605,567 - 37,236 37,236 -
Amounts due to cus-
tomers 1,282 1,282 - 1,027 1,027 -
Debt securities issued 149,563 149,563 - 251,854 251,854 -
Amounts due to inter-
national financial insti-
tutions 7,610 7,243 367 5,481 5,012 469
Amounts due to the
IMF 64,203 58,875 5,328 87,115 68,878 18,237
Other liabilities 7,024 7,024 709 709 -
Total unrecognised
change in unrealised
fair value (51,263) (65,391)
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Maliyys hesabatlarinda adalatli dayerlo artiq geyds alinmamis maliyys alatlori iigiin odalatli doyarlorin
miioyyan edilmasi tigiin istifada edilon metod va forziyyslor asagida oks etdirilir.

Odalatli dayarlori taxminan balans dayarlarina barabar olan aktiviar

Tez satila bilan vo 6doma miiddati qisa (ii¢ aydan az) olan maliyya aktivleri va ¢hdaliklari ila bagli olaraq
ehtimal edilir ki, onlarin balans doyarlari toxminon odalatli doyarlorine barabordir.

Miiayyan daracali maliyya alatlari

Amortizasiya olunmus doayarls ugota alinan miioyyan daracali maliyya aktivlari va dhdaliklarinin oadalatli
doyari ilk dofa tanindig1 zaman bazar faiz doracalerinin analoji maliyys alatlori tiglin toklif edilmis cari bazar
doracalari ilo miigayise edilmasi yolu ila giymotlondirilir. Miiayyen faizli depozitlorin giymatlondirilmis
odalatli dayeri analoji kredit riski va 6doma miiddati olan borclar Gigiin pul bazarinda qiivvada olan diskont
edilmis pul vasaitlari harakatlari asasinda hesablanir. Birjada ticarat buraxilmis bore alatlorinin adalatli doyari
elan edilmis bazar qiymatlorino asaslanir. Buraxilmis istiqrazlar tiglin bazar giymatlori moveud olmayanda
Gdonis tarixinadok galan miiddati nazara almagla cari faiz daracasi ilo galirlilik ayrisi asasinda diskont edilmis
pul vasaitlari harakatlari modeli istifads edilir.

Odalatli dayarla qeyds alimmig maliyya alatlori

Asagidaki codvalda adalatli doyarlori birjada miisyyan edilmis qiymotlora asaslanan, biitiin model ilkin
parametrlor bazarda miisahido olunan giymotlondirme mexanizmlori ilo bagi olan va giymotlondirma
mexanizmlari geyri-bazar miisahido edilon ilkin parametrlorin istifadesini nazords tutanlar arasinda adalatli
doyarlo oks etdirilmis maliyys alatlori tohlil edilir.

Miioyyan maliyya alatlori giymatlondirma mexanizmloarini istifade etmoklo adalatli doyarlo qeyds alinir,
clinki cari bazar amaliyyatlar1 vo ya miisahida edilo bilon bazar molumatlari méveud deyildir. ©dalstli doyar
faktiki bazar amoliyyatlarinin qiymatlari tizra yoxlanmig qiymatlondirma modelindon vo Bankin an miinasib
model ilkin parametrlorinin on yaxsi qiymotlondirmosindan istifads etmoklo miioyyan edilir.

Qiymatlondirma
Birjada ~ mexanizmlori — bazarda
miiayyan miisahida edilmayan Comi
edilmis qiymat ilkin parametrlor
2008 2008 2008
Maliyya aktivlori
Ticarat qiymatli kagizlart 542,073 - 542,073
Odomo miiddati tamamlanana qador
saxlamlan investisiya qiymetli kagizlari - 209,805 209,805
Sair aktivlor 592 - 592
542,665 209,805 752,470
Maliyys ohdoliklari
Buraxilmis borc giymotli kagizlari - 149,563 149,563
Sair ohdoliklor 6,806 - 6,806
6,806 149,563 156,369
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The following describes the methodologies and assumptions used to determine fair values for those financial
instruments which are not already recorded at fair value in the financial statements.

Assets for which fair value approximates carrying value

For financial assets and financial liabilities that are liquid or having a short term maturity (less than thee
months) it is assumed that the carrying amounts approximate to their fair value.

Fixed rate financial instruments

The fair value of fixed rate financial assets and liabilities carried at amortised cost are estimated by compar-
ing market interest rates when they were first recognised with current market rates offered for similar financial
instruments. The estimated fair value of fixed interest bearing deposits is based on discounted cash flows using
prevailing money-market interest rates for debts with similar credit risk and maturity. For quoted debt issued
the fair values are calculated based on quoted market prices. For those notes issued where quoted market prices
are not available, a discounted cash flow model is used based on a current interest rate yield curve appropriate
for the remaining term to maturity.

Financial instruments recorded at fair value

The following table shows an analysis of financial instruments recorded at fair value, between those whose
fair value is based on quoted market prices, those involving valuation techniques where all the model inputs
are observable in the market, and those where the valuation techniques involves the use of non-market observ-
able inputs.

Certain financial instruments are recorded at fair value using valuation techniques as current market transac-
tions or observable market data are not available. Their fair value is determined using a valuation model that
has been tested against the prices of actual market transactions and using the Bank’s best estimate of the most
appropriate model inputs.

Valuation techniques —

Quoted market non-market observable Total
price inputs
2008 2008 2008
Financial assets
Trading securities 542,073 - 542,073
Investment securities held to maturity i 209,805 209,805
Other assets 592 - 592
542,665 209,805 752,470
Financial liabilities
Debt securities issued - 149,563 149,563
Other liabilities 6,806 - 6,806
6,806 149,563 156,369
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Birjada
miiayyan
edilmis qiymat
2007
Maliyys aktivlori
Ticarat qiymatli kagizlari 431,835
Odomo miiddati tamamlanana qoder
saxlamlan investisiya qiymaotli kagizlari )
Sair aktivlor 232
432,067
Maliyys ohdoliklari
Buraxilmig borc qiymatli kagizlar -
Sair ohdaliklor 402
402

Qiymatlondirma
mexanizmlari — bazarda
miisahida edilmayan
ilkin parametrlor

2007

132,424

132,424

251,854

251,854

28. Maliyya aktivlorinin vo dhdsliklorinin 6domo miiddatlorinin tohlili

Comi

2007

431,835
132,424

232
564,491

251,854
402

252,256

Asagidaki codvoldo maliyyo aktivleri vo ohdoliklori onlarin gaytarilmasi vo ya 6donilmosi goézlonilon

miiddatlar tizra tahlil edilir.

2008
Bir ildon Bir ildon

Bir iladok cOX Comi  Bir iladok ¢OX
Maliyya aktivlori
Pul vasaitlari va
pul vasaitlarinin
ekvivalentlori 4,401,467 - 4401467 2,797,514 -
Qeyri-rezident
banklardak1 vasaitlor 162,149 - 162,149 377,207 265
BVF-du ilo
hesablagmalar 1,305 - 1,305 8,568 -
Ticarat qiymatli
kagizlart 165,030 377,043 542,073 76,225 355,610
Rezident banklara
verilmig kreditlor 191,051 10,495 201,546 69,569 11,645
Odomo miiddati tamam-
lanana qoder saxlanilan
investisiya qiymatli
kagizlart 79,807 129,998 209,805 2,584 129,840
Sair aktivlar 2,117 1,465 3,582 1,174 2,069
Comi 5,002,927 519,001 5,521,927 3,332,841 499,429
Maliyya ohdoliklari
Kredit togkilatlart
qgarsisinda ohdoliklor 567,597 - 567,597 529,314 -
Hokumot idaralari
qgarsisinda chdaliklor 605,567 - 605,567 37,236 -
Sair deposit hesablari 1,282 - 1,282 1,027 -
Buraxilmis borc
qiymatli kagizlar 149,563 - 149,563 251,854 -
Digar beynalxalq
maliyya institutlari
qgarsisinda Ghdaliklor 3,220 4,390 7,610 498 4,983
BVF gargisinda
ohdoliklor 15,718 48,485 64,203 18,573 68,542
Sair dhdoaliklor 7,024 - 7,024 607 102
Comi 1,349,971 52875 1,402,846 839,109 73,627
Xalis balans movqeyi 3,652,956 466,126 4,119,081 2,493,732 425,802
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2007

Comi

2,797,514
377,472
8,568
431,835

81,214

132,424
3,243
3,832,270

529,314

37,236
1,027

251,854

5,481

87,115
709
912,736
2,919,534
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Valuation techniques —
Quoted market non-market observable Total
price inputs
2007 2007 2007
Financial assets
Trading securities 431,835 - 431,835
Investment securities held to maturity - 132,424 132,424
Other assets 232 - 232
432,067 132,424 564,491
Financial liabilities
Debt securities issued - 251,854 251,854
Other liabilities 402 - 402
402 251,854 252,256

28. Maturity analysis of financial assets and liabilities

The table below shows an analysis of financial assets and liabilities according to when they are expected to
be recovered or settled.

2008 2007
Within More than Within More than
Total Total
one year one year one year one year

Financial assets
Cash and cash equiva-
lents 4,401,467 - 4401,467 2,797,514 - 2,797,514
Amounts due from
credit institutions 162,149 - 162,149 377,207 265 377,472
SDR holdings with the
IMF 1,305 - 1,305 8,568 - 8,568
Trading securities 165,030 377,043 542,073 76,225 355,610 431,835
Loans to banks 191,051 10,495 201,546 69,569 11,645 81,214
Investment securities
held to maturity 79,807 129,998 209,805 2,584 129,840 132,424
Other assets 2,117 1,465 3,582 1,174 2,069 3,243
Total 5,002,927 519,001 5,521,927 3,332,841 499,429 3,832,270
Financial liabilities
Amounts due to credit
Institutions 567,597 - 567,597 529,314 - 529,314
Amounts due to govern-
ment organizations 605,567 - 605,567 37,236 - 37,236
Amounts due to custom-
ers 1,282 - 1,282 1,027 - 1,027
Debt securities issued 149,563 - 149,563 251,854 - 251,854
Amounts due to interna-
tional financial institu-
tions 3,220 4390 7,610 498 4,983 5,481
Amounts due to the IMF 15,718 48,485 64,203 18,573 68,542 87,115
Other liabilities 7,024 - 7,024 607 102 709
Total 1,349,971 52,875 1,402,846 839,109 73,627 912,736
Net 3,052,956 466,126 4,119,081 2,493,732 425,802 2,919,534
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29. Olagoli toroflor haqqinda molumatlar

24 sayli “Olaqpli taraflar hagqinda malumatlar” MHBS-na uygun olaraq toraflar bu halda slagsli hesab edilir
ki, bir toraf digar torafa nazarat etmok vo ya maliyya va ya amaliyyat qorarlarinin gobul edilmasinds mithiim
tosir gostormak iqtidarindadir. Har bir potensial alagali toraf miinasibatlarini nazarden kegirdikda, diggst bu
miinasibotlorin yalniz hiiquqi formasina deyil, mahiyyatino do yonaldilmolidir.

Olaqali taraflar slagali olmayan toraflorin hoyata kegira bilmadiyi amoliyyatlarda istirak eda bilor. Olagali
toroflor arasinda omsliyyatlar slagsli olmayan toroflor arasinda amaliyyatlarla eyni sortlor, miiddat vo mablogda
aparilmur.

Olagali taraflarle amoliyyatlarin hacmlori, ilin sonunda galiq balanslari va il {izra slagoli xarc vo golir asagida
gostorilir:

2008 2007
Azarbaycan Azarbaycan
hokumati hokumati
va dévlatin va dovlatin
nozarati  9sas nozarati  9sas
altmdaolan  idars  Digor altnda olan  idaro  Digor
miiossisalor  heyeti  isgilor Comi  miiossisolor heyati iggilar Comi
1 yanvar tarixin kredit
qaligy, imumi - 5 1,488 1,493 - 7 1,189 1,196
11 arzinda buraxilmis
kreditlar - 15 780 795 - - 841 841
1l arzinda kredit 6donisi - 1 499 (500) (2) (542 (544)
31 dekabr tarixino kredit
qaligy, imumi - 19 1,769 1,788 - S 1488 1,493
Cixilsin: 31 dekabr
tarixing doyarsizlosma
ehtiyatt - - (35) 35 - - (30 (30
31 dekabr tarixing
kredit qaligy, xalis - 19 1,734 1,753 - 5 1,458 1,463
Kreditlor {izra faiz goliri - 9 - 9 - 1 86 87
Kreditlor tigiin
dayarsizlogsmo xarci - - - - - - (6) 6)
1 yanvar tarixing Odoma
miiddati tamamlanana
@odar saxlanilan inves-
tisiya qiymetli kagizlari,
{imumi 136,685 - - 136,685 138,495 - - 138,495
1l arzinda alinnug
qiymatli kagizlar 32 - - 32

Il arzindo miiddati

tamamlanmig qiymatli

kagizlar (2,424) - - (2,424) (1,810) - - (1,810)
31 dekabr tarixina

Odoma miiddoti tamam-

lanana godar saxlanilan

investisiya qiymatli

kagizlari, imumi 134,293 - - 134,293 136,685 - - 136,685
Cixilsm: 31 dekabr

tarixing dayarsizlosma

chtiyat (4,295) - - (4,295) (4,261) - - (4,261)
31 dekabr tarixing

(Odomo miiddoti tamam-

lanana qodor saxlanilan

investisiya qiymatli

kagizlari, xalis 129,998 - - 129,998 132,424 - - 132,424
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29. Related party disclosures

In accordance with IAS 24 “Related Party Disclosures”, parties are considered to be related if one party has
the ability to control the other party or exercise significant influence over the other party in making financial
or operational decisions. In considering each possible related party relationship, attention is directed to the sub-
stance of the relationship, not merely the legal form. The Government of the Republic of Azerbaijan and other
Azerbaijan government-owned and -controlled entities are considered as related parties.

Related parties may enter into transactions which unrelated parties might not, and transactions between related
parties may not be effected on the same terms, conditions and amounts as transactions between unrelated parties.

The volumes of related party transactions, outstanding balances at year end, and related expense and income
for the year are as follows:

2008 2007
Key
Government Key Government  man-
of Azerbaijan ~ man- of Azerbaijan  age-
and age- and  ment
Government ~ ment Other Government ~ per-  Other
controlled  person- emplo- controlled ~ son-  emplo-
entities nel yees Total entities  nel yees  Total
Loans outstanding at 1
January, gross - 5 1,488 1,493 - 7 1,189 1,196
Loans issued during the
year - 15 780 795 - - 841 841
Loan repayments during
the year - 1 499 (500) ) (542) (544)
Loans outstanding at
December 31, gross - 19 1,769 1,788 - 5 1,488 1,493
Less: allowance for
impairment at 31
December - - (35) (35) - - (30 (30
Loans outstanding at
31 December, net - 19 1,734 1,753 - 5 1,458 1,463
Interest income on loans - 9 - 9 - 1 86 87
Impairment charge for
loans - - - - - - 6) (6)
[nvestment securities
held to maturity at 1
January, gross 136,685 - - 136,685 138,495 - - 138,495
Securities purchased
during the year 32 - - 32
Securities matured dur-
ing the year (2,424) - - (2,424) (1,810) - - (1,810)
[nvestment securities
held to maturity at 31
December, gross 134,293 - - 134,293 136,685 - - 136,685
Less: allowance for
impairment at
31 December
(4,295) - - (4,295) (4,2601) - - (4261)
Investment securities
held to maturity at 31
December, net 129,998 - - 129,998 132,424 - - 132,424
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2008 2007
Azarbaycan Azarbaycan
hokumati hokumati
va dovlatin va dovlatin
nazarati  Osas nozarati  Osas
altndaolan  idaro  Digor altmda olan ~ idara  Digar
) miiossisolor  heyati  iscilor Comi  miiossisolor heyati isgilor Comi
Odoma miiddati tamam-
lanana qadar saxlanilan
investisiya qiymatli
kagizlariiizro faiz goliri 318 - - 318 597 - - 597
Odamo miiddati
tamamlanana qadar

saxlamlan investisiya
qiymatli kagizlarriizra

dayarsizlagma xarci (34) - - (34) (310) - - (310)
1 yanvar tarixing Kredit

toskilatlar1 qargisinda

ohdaliklor 279,681 - - 279,681 471,953 - - 471,953
11 arzinda alinmg

mabloglar 22,350,122 - - 22350122 12,928,926 - - 12928926
Il arzinda ddanilmis

mablaglor (22,393,688) - - (22,393,688)  (13,121,198) - - (13,121,198)
31 dekabr tarixina

kredit tagkilatlar:

qargisinda ohdoliklor 236,115 - - 236,115 279,681 - - 279,681
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Interest income on
Investment securi-

ties held to maturity
Impairment charge

for Investment
securities held to

maturity
Amounts due to

credit institutions at

1 January
Amounts received

during the year
Amounts repaid

during the year
Amounts due to

credit institutions
at 31 December

Government
of Azerbaijan
and
Government
controlled
entities

318

(34)

279,681
22,350,122

(22,393,688)

236,115

Key
man-
age-
ment
person-
nel

Other
emplo-
yees

2008

Total

318

(34)

279,681

22,350,122

(22,393,688)

236,115

Government
of Azerbaijan
and
Government
controlled
entities

597

(310)

471,953
12,928,926

(13,121,198)

279,681

2007
Key
man-
age-
ment
pet- Other
son-  emplo-
nel yees Total
597
(310)
471,953
12,928,926

(13,121,198)

- - 279,681
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Azarbaycan
hokumati
v dovlatin
nozarati
altinda olan

. miiossisalor
1 yanvar tarixina

hokumat idaralori
qarsisinda

Ohdoaliklor
1 arzindo alnmig

mablaglor
1l arzinda

odonilmis

mablaglor
31 dekabr

tarixine hokumat
idaralori
qarsisinda

ohdaliklor
Hokumat

idaralari
qarsisinda
ohdoliklor iizra

faiz xorclori
1 yanvar tarixina

sair depositler
Il arzinda alnmug

mabloglor
11 arzinda

0donilmis

mablaglor
31 dekabr

tarixing sair

depositlor 32
1 yanvar tarixina

digor beynalxalg
maliyya institutlari
qarsisinda

ohdaliklar
Il arzinda almnmug

kreditlor
11 arzinda kredit

0donisi

31 dekabr
tarixina digar
beynalxalq
maliyya
institutlar
qarsisinda

ohdaliklor
Digar beynalxalq

maliyya toskilatlari
qarsisinda
ohdaliklor tizra faiz
xarci

37,236
30,040,855

(29,472,524)

605,567

(120)
211

1,546

(1,725)

5,481
34,544
(32415)

7,610

(30)

Osas
1dara
heyati

2008

Digor

iscilar Comi

37,236

30,040,855

(29,472,524)

- 605,567

- (120)
211

1,546

(1,725)

32

5,481
34,544

(32415)

- 7,610

(30)
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Azarbaycan
hokumati
v dovlatin
nazarati
altinda olan
milossisalar

107,129

12,053,975

(12,123,868)

37,236

(72)
43

2,193,212

(2,193,049)

211

6,869
28,498
(29,386)

5481

(57)

2007

Osas
idara
heyati

Digar

is¢ilor Cami

107,129

12,053,975

(12,123,868)

37,236

(72)
48

2,193,212

(2,193,049)

211

6,869
28,498

(29,386)

5481

)



National Bank’s 2008 financial reporting

2008 2007

Government  Key

Government  Key of  man-
of Azerbaijan  man- Azerbaijan  age-
and  age- and  ment
Government ~ ment . Government  per- .
controlled  per-  epyjo. controlled  som- g
entities  sonnel yees Total entities nel yees Total
Amounts due
to government
organizations at |
January 37,236 - - 37,236 107,129 - - 107,129
Amounts received
during the year 30,040,855 - - 30,040,855 12,053,975 - - 12,053,975
Amounts repaid
during the year (29,472,524) - - (29472,524)  (12,123,868) - - (12,123,868)
Amounts due
to government
organizations at
31 December 605,567 - - 605,567 37,236 - - 37,236

Interest expense

on Amounts due

to government

organizations (120) - - (120) (72) - - (72)
Amounts due to

customers at 1

January 211 - - 211 48 - - 48
Amounts received

during the year 1,546 - - 1,546 2,193,212 - - 2,193,212
Amounts repaid

during the year (1,725) - - (1,725)  (2,193,049) - - (2,193,049)

Amounts due to

customers at 31

December 32 32 211 - - 211
Amounts due to

international finan-

cial institutions at

1 January 5,481 - - 5,481 0,869 - - 6,869
Loans received

during the year 34,544 - - 34,544 28,498 - - 28,498
Loans repaid dur-

ing the year (32,415) - - (32,415) (29,886) - - (29,886)
Amounts due

to international

financial insti-

tutions at 31

December 7,610 - - 7,610 5,481 - - 5,481
[nterest expense

on amounts due to

international finan-

cial institutions (50 - - (50 (57 - - (57)



Milli Bankin 2008-ci ilin yekunu tizra maliyya hesabatligi

Bank Azarbaycan hokumati vo dovletin nazarati altinda olan miisssisolordon komissiya galiri alds etmis va
komissiya xarclorini ¢okmisdir.

Osas Idara heyatino 6danislar 2008-ci il {igiin 581 min manat olmusdur (2007: 165 min manat).
30. Balans tarixindon sonraki hadisa

2009-cu ilin fevral ayinda Bankin xarici menecerlor torofindon idara olunan aktivlorin saxlanilmasi tizra
kecirdiyi tender naticosinds “Bank of New York™ yeni kastodian segilmisdir.
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National Bank’s 2008 financial reporting

The Bank earned commission income and incurred commission expenses from Government entities.
Compensation of key management personnel amounted to AZN 581 thousands for 2008 (2007: AZN 165
thousands).
30. Event after the balance sheet date

In February 2009 the Bank engaged Bank of New York to replace State Street Bank as custodian for its assets
under external management based on a tender process.



Cadveller

Osas makroigtisadi gostaricilor

2000 2001 2002 2003 2004 2005 2006 2007 2008

Umumi daxili mohsul, min. 7100 53156 o624 71465 85302 125225 180370 268150 380057

manat

Fiziki hocm indeksi, %-lo

- ovvelki ilo nisbeton 114 1099 1106 1112 1102 1264 1345 1250 1108
- 1990-c1 ilo nisbeton 50 648 717 797 878 1110 1493 1866 2068
Indeks deflyator, owvelkiilo 1 0c ) 1007 o3 1060 1084 1161 1071 1144 1209
nisbaton

Adambasina diigon UDM, 6652 7142 7745 8967 10603 15919 23733 34739 54039
ABS dollart

Senaye istehsalinin hacm

indeksi, ovvelki ilo nisbeten,  106,9 105,1 103,6 106,1 105,7 133,5 136,6 124,0 111,6
%-lo

Kond tesorriifat: istehsalinin

hocm indeksi, avvelki ilo 112,1 111,1 106,4 105,6 104,6 107,5 100,9 104,0 112,5
nisboton, %-lo

Xarici ticaret balansi, min. $ 3194 6138 481,6 -98,2 161,2  3299,1 77453 152240 20747,6

- ixrac 1858,3  2078,9 23049 26245 37429 7649,0 13014,6 21269,0 262434

- idxal 1538,9  1465,1 18233 27227 3581,7 4349,9 52693 60450 54958
Istehlak qiymatlori indeksi,

- ovvalki ilo nisbeton 101,8 101,5 102,8 102,2 106,7 109,6 108,3 116,7 120,8

- ovvalki ilin dekabrina

) 102,2 101,3 103,3 103,6 110,4 105,4 111,4  119,6% 115.4*
nisbaton

Senayenin topdansatig

qiymat indeksi, avvalki ilo 124,6 101,8 97,7 116,1 112,9 118,6 117,7 108,0 111,6
nisbaten

Orta ayliq nominal emak
haqqi, manat

ovvelki dovre nisbaten, %-lo  120,2 1173 121,3 122,7 124,9 121,9 119,8 142,0 124,2

Orta ayliq real amok haqq
ovvolki dovre nisbaton, %-lo
Kredit qoyulusu, mln. manat ~ 466,5  486,3 5202 6703  989,5 14410 2362,7 4681,8 71913
Yeniden maliyyalogdirma

doracelori, (dovriin sonuna, 10,0 10,0 7,0 7,0 7,0 9,0 9,5 13,0 8,0
%-lo)

Genis pul kiitlosi (dovriin
sonuna), mln. manat

443 52,0 63,1 714 96,7 117,9 141,3 2140  268,0

118,1 115,6 118,0 120,1 117,1 111,2 110,6 121,7 102,8

3258 351,1 4052 5184 6836  796,7 21377 4401,6 6081,0

Dévlet Qisamiiddatli Istiqraz
Varagalori:

m'lgefllfai‘:t‘“‘m’nlnhecml’ 689 935 1011 9Ll 160 3297 1159 1805 2715

- orta Ol¢iilmiis galirlilik, %-lo 16,6 16,5 14,6 7,6 46 11,5 10,8 10,6 10,8
Milli Bankin notlari

m-h}lleiiil:m onin hocrni, - - - 36,5 2174 830,3 1914,6  1302,0
- orta l¢iilmiis galirlilik, %-lo - - - - 45 9,3 11,2 11,0 4.6



Tables

Main Macroeconomic Indicators

Gross domestic product,

AZN mil

Volume index, %

- relative to the previous year
- relative to 1990

Index deflator, relative to the

previous year

GDP per capital,

uUsSD

Industrial production vol-

ume index, relative to the

previous year, %
Agricultural production vo-
lume index, relative to the
previous year, %
Foreign trade balance, USD mil

- exports

- imports
Consumer price index,

- relative to the previous year

- relative to the previous
year’s December
Industrial wholesale price
index, relative to the previ-
ous year, %
Average nominal monthly
salary, AZN
relative to the previous year, %
Average monthly real salary,
relative to the previous year, %

Loan portfolio, AZN mil

Refinancing,
(period-end, %)

Broad monetary base
(period-end), AZN mil

Government short-term
T-bills:

- sold, AZN mil

- weighted average yield, %
HBA’s Notes

- sold, AZN mil

- weighted average yield, %

2000
4718,2

111,4
59,0

106,1

665,2

106,9

112,1

3194
1858,3
1538,9

101,8
102,2

124,6

443
120,2
118,1

466,5

10,0

3258

68,9
16,6

2001
5315,6

109,9
64,8

102,7

714,2

105,1

11,1

613,8
2078,9
1465,1

101,5
101,3

101,8

52,0
1173
115,6

486,3

10,0

351,1

93,5
16,5

2002
6062,4

110,6
71,7

103,1

774,5

103,6

106,4

481,6
2304,9
1823,3

102,8
103,3

97,7

63,1
121,3
118,0

520,2

7,0

405,2

101,1
14,6

2003
7146,5

111,2
79,7

106,0

896,7

106,1

105,6

98,2
2624,5
27227

102,2
103,6

116,1

714
1227
120,1

670,3

7,0

5184

91,1
7,6

2004
8530,2

110,2
87,8

108,4

1060,3

105,7

104,6

1612
3742,9
3581,7

106,7
1104

12,9

96,7
124,9
117,1

989,5

7,0

683,6

16,0

4,6

36,5
4,5

2005
12522,5

126,4
111,0

116,1

1591,9

133,5

107,5

3299,1
7649,0
4349,9

109,6
105,4

118,6

117,9
121,9
111,2

1441,0

9,0

796,7

329,7
11,5

2174
9,3

2006
18037,1

134,5
149,3

107,1

23733

136,6

100,9

7745,3
13014,6
5269,3

108,3
11,4

117,7

141,3
119,8
110,6

2362,7

9,5

21377

115,9
10,8

830,3
11,2

2007
26815,1

125,0
186,6

114,4

34739

124,0

104,0

15224,0
21269,0
6045,0

116,7
119,6%

108,0

214,0
142,0
121,7

4681,8

13,0

4401,6

180,5
10,6

1914.,6
11,0

2008
38005,7

110,8
206,8

120,9

5403,9

111,6

112,5

20747,6
262434
5495,8

120,8
115.4*

11,6

268,0
1242
102,8

7191,3

8,0

6081,0

271,5
10,8

1302,0
4,6



Cadveller

Istehlak qiymatlarinin indeksinin dayismasi, avvalki ilin dekabrina nisbatan, %-l

Comi mallar Orzaq mehsul-  Qeyri-orzaq . orzaq vo
. o Qeyri-arzaq . .
ve xidmatler lari, igkiler, mallari, qgeyri-arzaq Xidmetlor
. e . mallart
lizra tiitlin xidmatler mallar
1995-ci il 84,6 90,3 68,5 68,6 86,9 68,4
1996-c1 il 6,8 0,3 32,0 9,5 23 104,5
1997-ci il 0,4 -0,7 4.4 0,0 -0,6 14,6
1998-ci il -1,6 9,0 2,1 3,0 8,2 -0,6
1999-cu il 0,5 2,0 2,5 0,0 -1,6 0,1
2000-ci il 2,2 4,0 -0,9 1,7 34 -4,4
2001-ci il 1,3 1,8 0,5 1,3 1,7 -0,6
2002-ci il 33 4.8 1,0 1,7 4 -0,1
2003-cii il 3,6 5,4 0,5 1,0 4,2 -0,3
2004-cii il 10,4 13,7 49 43 11,3 5,7
2005-ci il 54 6,3 43 32 53 5,7
2006-c1 il 11,4 16,1 0,1 15 13,2 43
2007-cr il 19,6 20,1 18,7 11,6 17,5 27,6
2008-cr il* 15,4 19,4 10,5 11,0 16,8 9,7

* Azerbaycan Respublikasi Dovlat Statistika Komitesinin melumatlarina esasen hesablanmigdir

Ghalinin amanatlari, min. manat

Omanatlor qusamiiddatli uzunmiiddatli

o ciimladen o ciimladen o ciimledan
fllor xarici xarici xarici
COMI manatla valysta COMI manatla valyuta ~COMI manatla valyuta
ilo ilo ilo
2001-ci il 117,0 12,0 105,0 101,4 9,1 92,3 15,6 2,9 12,7
2002-ci il 153,5 13,5 140,0 114,2 10,6 103,6 39,3 2,9 36,3
2003-cii il 251,9 190 2329 126,7 15,5 11,2 1252 34 121,8
2004-cii il 403,1 30,1 373,0 194,6 254 169,2  208,6 47  203,8
2005-ci il 4945 558 4387 2412 424 198,7 2534 134 2400
2006-c1 il 819,5 2503 5692 4628 1864 2764 3567 63,9 292,7
2007-c1 il 14684 6764 7920 9825 5294 4531 4860 1470 3389
2008-ct il 1903,7 10356  868,1 12369 7758 4610 6668 2598  407,0
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Tables

Changes in Consumer Price Index, in relation to December of the previous year, %

Tostal Food prod- Non-food Non-food Food and .
: ucts, drinks, products, non-food Services
and services . products
tobacco services products
1995 84,6 90,3 68,5 68,6 86,9 68,4
1996 6,8 0,3 32,0 9,5 23 104,5
1997 0,4 0,7 44 0,0 -0,6 14,6
1998 -1,6 9,0 2,1 3,0 -8,2 -0,6
1999 0,5 2,0 2,5 0,0 -1,6 0,1
2000 22 4,0 0,9 1,7 34 4.4
2001 1,3 1,8 0,5 1,3 1,7 -0,6
2002 33 48 1,0 1,7 4 -0,1
2003 3,6 54 0,5 1,0 4,2 0,3
2004 10,4 13,7 49 43 11,3 57
2005 5,4 6,3 43 32 53 57
2006 11,4 16,1 6,1 75 13,2 43
2007 19,6 20,1 18,7 11,6 17,5 27,6
2008* 154 19,4 10,5 11,0 16,8 9,7
* Calculated on data of the State Statistic Committee of the Republic of Azerbaijan
Individual deposits, AZN mil
Deposits Short-term Long-term
of which of which of which
Year in in in
TOTAL inmanat foreign TOTAL inmanat foreign TOTAL inmanat foreign
currency currency currency
2001 117,0 12,0 105,0 101,4 9,1 92,3 15,6 29 12,7
2002 153,5 13,5 140,0 114,2 10,6 103,6 393 29 36,3
2003 251,9 190 2329 126,7 15,5 11,2 1252 34 121,8
2004 403,1 30,1 373,0 194,6 254 1692  208,6 47 2038
2005 494.5 558 4387 2412 42,4 198,7 2534 134 2400
2006 8195 2503 5692 4628 1864 2764  356,7 639 2927
2007 14684 6764 7920 9825 5294 45311 4860 1470 3389
2008 1903,7 10356 868,01 12369 7758 4610  666,8 2598 4070



Cadveller

Kredit qoyulusu, min. manat

1995-ci il
1996-c1 il
1997-ci il
1998-ci il
1999-cu il
2000-ci il
2001-ci il
2002-ci il
2003-cii il
2004-cii il
2005-ci il
2006-c1 il
2007-ci il
2008-ci il

Kreditlor - comi

CoMi

218,2
266,7
310,8
340,6
356,0
466,5
486,3
520,2
670,3
989,5
1441,0
2362,7
4681,8
7191,3

o climleden
vaxti kegmis

comi

45,0
54,7
63,0
67,3
72,8
100,2
134,4
109,6
67,5
55,0
68,2
71,1
100,3
159,8

%-1o

20,6
20,5
20,3
19,8
20,5
215
27,6
21,1
10,1
5,6
47
33
2,1
2,2

qusamiiddatli

CcoMi

1814
245,6
289,1
3334
347,1
336,1
354,0
374,2
487,1
700,8
913,3
1142,0
1649,5
22959

200

o ciimladen
vaxtt kegmis

comi

37,9
52,7
59,8
65,5
71,1
88,3
117,4
96,6
52,9
41,7
48,6
532
69,5
96,7

%-1o

20,9
21,5
20,7
19,7
20,5
263
332
25,8
10,9
6,0
53
47
42
42

uzunmiiddatli
o ctimloden
coMi vaxti kegmis
comi %-lo

36,8 7,1 19,2
21,2 2,0 9,4
21,7 3,2 14,7
72 1,8 247

9,0 1,7 19,4
130,5 11,9 9,1
1323 17,1 12,9
145,9 13,0 8,9
183,2 14,6 7.9
288,7 133 4,6
5277 19,6 3,7
1220,7 244 2,0
3032,2 30,7 1,0
4895,4 63,1 1,3



Tables

Loan Portfolio, AZN mil

Loans Short-term loans Long-term loans
of which of which of which
TOTAL past due TOTAL past due TOTAL past due
total % total % total %
1995 2182 45,0 20,6 181,4 379 20,9 36,8 7,1 19,2
1996 266,7 547 20,5 245.6 52,7 21,5 21,2 2,0 94
1997 310,8 63,0 20,3 289,1 59,8 20,7 21,7 32 14,7
1998 340,6 67,3 19,8 3334 65,5 19,7 72 1,8 24,7
1999 356,0 72,8 20,5 3471 71,1 20,5 9,0 1,7 19,4
2000 466,5 100,2 21,5 336,1 88,3 26,3 130,5 11,9 9,1
2001 486,3 134,4 27,6 354,0 1174 332 132,3 17,1 12,9
2002 520,2 109,6 21,1 374,2 96,6 25,8 1459 13,0 8,9
2003 670,3 07,5 10,1 487,1 52,9 10,9 183,2 14,6 79
2004 989,5 55,0 5,6 700,8 41,7 6,0 288,7 133 4,6
2005 1441,0 68,2 4,7 9133 48,6 53 527,71 19,6 3,7
2006 2362,7 71,7 33 11420 53,2 4,7 1220,7 244 2,0
2007 46818 100,3 2,1 1649,5 69,5 42 30322 30,7 1,0
2008 7191,3 159,8 22 22959 96,7 42 48954 03,1 1,3
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Cadveller

Azarbaycan Respublikasinin tadiya balansi, min. ABS dollart

Cari hesab
Xarici ticarot balanst
[xrac
fdxal
Xidmatlor balansi
[xrac
fdxal
Galirler
Kredit (daxilolmalar)
Debet (6domaler)
Cari transfertlor
Kapitalin ve maliyyenin
herakati hesabi
Birbasa investisiyalar
Neft bonusu
Digar investisiyalar

Sair vesaitlor

Ehtiyat aktivlerin doyismesi,
(- artim; + azalma)

Balans

2000
-167,7
3194
1858.3
-1538,9
2246
2598
4844
3354
559
3913

73,0

441,9
29,1
100,0
312,8
2742
0

2001 2002
S1L7 0 -768,4
6139 4816

20789  2304,9
-1465,0 -18233

3751 -935,6
289,8 362,1
-664,9 -1297,7
3672 -384,7
41,5 37,1
-408,7  -4218
76,6 70,4
3174 10515
220,1  1066,8
6,4 0,0
90,9 -15.3

- -86,6
-265,6  -196,5
0 0

202

2003
-2020,6
98,2
2624,5
27227
-1614,5
4319
20464
4420
52,7
-494.7

134,2

2338,1
2293,2
58,6
-13,7
-112,1

-205,4

2004
-2589,2
161,2
37429
-3581,7
22384
491,9
27303
-700,6
52,9
7535

188,5

3023,3
2329,7
21,6
672,0
-50,1

-384,0

2005
167,3
3299,1
7649
-4349.9
-1970
683
-2653
-1645,6
201,8
-1847.4

483,8

566

458,2

106,8
-125,6

-607,7

2006
3707,6
77453

13014,6

-526,3

19234

9399
-28633
-2680,6

280
-2960,6

566,3

-1735,4
-1306,5
17
-445,9
-256,1

-1716,1

2007
9018,9
152243
21269,3
-6045,0
-2131,0
1247,5
-3378,6
-5079.,4
331,0
-5410,4

1005,0

-5759,8
-5102,7
68,2
-725,3
-361,0
-2898,1

0

2008
16453,5
23011,6
30586,3
7574,7
23426
1546,9
-3889,5
-5266,0
595,1
-5861,1

1050,5

-3557,9
-545,0
35
-3016,4
-845,7
-12049.,9
0



Tables

Balance of Payment of the Republic of Azerbaijan, USD min.

Current account
Foreign trade balance
Exports
Imports
Balance of services
Exports
Imports
Revenues
Credit (income)
Debit (payments)
Current transfers
Capital and finance
account
Direct investments
Oil bonus
Other investments

Other funds

Change in reserve assets,
(- increase; + decrease)

Balance

2000
-167,7
3194
1858.3
-1538.9
2246
2598
4844
3354
559
3913

73,0

4419
29,1
100,0
312,8
-274,2
0

2001
517
613,9
2078,9
-1465,0
-375,1
289,8
-664.,9
-367,2
41,5
-408,7

76,6

3174
220,1
6,4

90,9

-265,6

2002
-768,4
481,6
2304,9
-1823,3
-935,6
362,1
-1297,7
-384,7
37,1
-421,8

70,4

1051,5
1066,8
0,0
-15.3
-86,6

-196,5

2003
-2020,6
98,2
2624,5
27227
-1614,5
431,9
220464
-442,0
52,7
-494,7

1342

2338,1
22932
58,6
-13,7
-112,1

-205,4

203

2004
-2589,2
161,2
3742,9
-3581,7
22384
4919
27303
-700,6
52,9
7535

188,5

3023,3
2329,7
21,6
672,0
-50,1

-384,0

2005
167,3
3299,1
7649
-4349.9
-1970
683
-2653
-1645,6
201,8
-1847.4

483,8

566

458,2

106,8
-125,6

-607,7

2006
3707,6
77453

13014,6
-5269,3
-1923.4
939,9
-2863,3
-2680,6
280
-2960,6

566,3

-1735,4
-1306,5
17
-445.9
-256,1

-1716,1

2007
9018,9
152243
212693
-6045,0
21310
1247,5
-3378,6
-5079,4
3310
-54104

1005,0

-5759,8
-5102,7
68,2
-725,3
-361,0

-2898,1

2008
16453,5
23011,6
30586,3
-1574,7
-2342,6

1546,9
-3889,5
-5266,0

595,1
-5861,1

1050,5

-3557,9
-545,0
3,5
-3016,4
-845,7

-12049,9



Cadveller

Kredit taskilatlar hagqinda malumat

Bank foaliyyaetinin hoyata kecirilmasi {igiin
lisensiyasi olan kredit togkilatlarinin say1
I. Banklar
1. Banklarin say1, o ciimleden:
- dovlet banklar1
- 0zl banklar, o ciimlodon
xarici kapitalli banklarm say1, o ciimladen:
- nizamnamo kapitalinin 50%-den 100%
goedrini taskil edan

- nizamnams kapitalinin 50%-den az
olan hissesini toskil edon

- xarici banklarm yerli filiallart
Macmu kapitalin hacmine gore banklarin
qruplasdirtlmast
- 3,5 min. manat
- banklarin say1
- imumi bank kapitalinda xiisusi ¢okisi
- 3,5 - 5,0 mln. manat
- banklarin say1
-limumi bank kapitalinda xiisusi ¢okisi
- 5,0 - 10,0 mIn. manat
- banklarin say1
-imumi bank kapitalinda xtisusi ¢okisi
- 10,0 mIn.manatdan artiq
- banklarin say1
- timumi bank kapitalinda xiisusi ¢okisi
3. Banklarn yerli filiallarmin say1, o ciimlodon:
- dovlet banklar
- 6zl banklar
Yerli filiallar1 olan banklarm say1
Banklarn sobalerinin say1
Banklarm yerli niimayandsliklerinin say1

Xarici banklarm yerli niimayandsliklerinin say1
Banklarm xaricds fealiyyet gosteren

strukturlarinin say1, o ciimledan:
- torome banklar

- filiallart
- niimayondaliklori
II. Bank olmayan kredit togkilatlari
1. Bank olmayan kredit toskilatlar say1, o ciimloden
- Kredit ittifaglarmin say1
- Filiallarim say1
- Beynoalxalq humanitar teskilatlar terefinden
maliyyslasdirilen kredit tagkilatlarmin say1
- Filiallarin say1
- Digor bank olmayan kredit togkilatlarinin say1
- Filiallarin say1

2000 2001
158 116
59 53
3 2
56 51
16 16
5 5
9 9
2 2
195 191
132 122
63 69
26 27

—_—— O D O OO O
—_—— O D OO OO

9 63
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2002 2003
93 104
46 46

2 2
4 44
15 17

4 4

9 11

2 2

220 305
124 125
96 180
31 36

0 0

0 0

0 2

3 4

1 1

1 1

1 2
47 58

45
0
12
6
1
12

2004
114

44

42
15

19
245

10
17,2

10
27,7

30,6
350
127
223

38

[ S

—

70
55

14
13

12

2005
129

44

4
18

11

23
41,2

44,7
374
126
248

38
24

BN —

—_— —

85
68

16
13

12

2006
138

44

4
20

13

29
45,6

11
52
420
125
295
41
69

EENEE S A )

—_— —

94
71

16
29

12

2007
142

46

44
21

13

39
95,1
485
125
360
41
94

DO — D i WO

96
71

18
44

12

2008
140

46

45
23

14

43
98,6
567
37
530

99

AN — D o B~ O

94
75

18
52

12



Tables

Information on credit organizations

Number of credit organizations with a banking

licence
1. Banks

1. Number of banks, of which:
- state banks
- private banks, of which:
number of banks with foreign capital, of which:
- banks with share of foreign capital from
50% to 100%

- banks with share of foreign capital less
than 50%

- local branches of foreign banks
Grouping of banks by volume of aggregate
" capital
- 3,5 mIn. manat
- number of banks
- as a share of gross banking capital, %
- 3,5 - 5,0 mIn. manat
- number of banks
- as a share of gross banking capital, %
- 5,0 - 10,0 mIn. manat
- number of banks
- as a share of gross banking capital, %
- over 10,0 mln. manat
- number of banks
- as a share of gross banking capital, %
3. Number of bank branches, of which:
- state banks
- private banks
Number of banks with local branches
Number of bank divisions
Number of local bank representatives
Number of local representatives of foreign banks
Number of bank units operating abroad, of
which:
- affiliate banks
- branches
- representations
II. Non-bank credit organisations
1. Number of non-bank credit organisations, of which
- Number og credit unions
- Number of branches
- Number of credit organisations financed by
international humanitarian organisations
- Number of branches
- Number of other non-bank credit organisations
- Number of branches
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2000 2001
158 116
59 53
3 2
56 51
16 16
5 5

9 9

2 2
195 191
132 122
63 69
26 27
0 0

0 0

0 0

2 2

0 0

1 1

1 1
99 63

2002
93

46

2
44
15

4

47

2003
104

46

44
17

11

305
125
180

36
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58
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12
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2004
114

44

42
15

19
24,5

10
17,2

10
27,7

30,6
350
127
223
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70
55

14
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12

2005
129

44

)
18

11

23
41,2

44,7
374
126
248

38
24
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85
68

16
13

12

2006
138

44

2
42
20

5

13

29
45,6

11
52
420
125
295
41
69
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94
71

16
29

12

2007 2008
142 140
46 46

2
4 45
21 23

6 7
13 14

2 2

0 0

0 0

1 1
05 03

5 2
44 11
39 43

95,1 98,6
485 567
125 37
360 530
41 38
94 99

0 0
3 4
5 9

2 2

11

2 6
9% 94
7775

0 0
18 18
4 5

1 1
2 1



Cadveller

Pul agqreqatlary, min. manat

MO M1 M2 M3

dovriyyada olan M0O+taleb oluna- M1+ miiddatli M2+SDV

nagd pul nadek depozitlor depozitler depozitlari

01.01.95 55,2 80,3 86,2 209,6
01.01.96 120,5 185,0 191,5 259.9
01.01.97 173,1 2347 240,8 309,0
01.01.98 2341 307,6 3113 412,7
01.01.99 1852 240,5 2437 342,6
01.01.00 2272 278,0 280,9 398,0
01.01.01 270,0 315,5 325,8 509,7
01.01.02 293,8 337,5 351,1 686,8
01.01.03 333,7 3935 405,2 785,2
01.01.04 408,2 499,8 518,4 1018,8
01.01.05 4778 657,3 683,6 1503,0
01.01.06 5474 747.8 796,7 1841,8
01.01.07 1311,3 1853,6 21377 3440,5
01.01.08 2713,5 3652,7 4401,6 58973
01.01.09 4145,7 5145,0 6081,0 8494,2
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Tables

Money Aggregates, AZN mil

MO

cash in

circulation

01.01.95 55,2
01.01.96 120,5
01.01.97 173,1
01.01.98 2341
01.01.99 185,2
01.01.00 2272
01.01.01 270,0
01.01.02 293,8
01.01.03 3337
01.01.04 408,2
01.01.05 4778
01.01.06 5474
01.01.07 1311,3
01.01.08 2713,5
01.01.09 4145,7

Ml

MO+demand

207

deposits
80,3
185,0
23477
307,6
240,5
278,0
315,5
337,5
393,5
499,8
657,3
7478
1853,6
3652,7
5145,0

M2
MI+ term
deposits

86,2
191,5
240,8
3113
243,7
280,9
325,8
3511
405,2
5184
683,6
796,7

21377
4401,6
6081,0

M3
M2-+hard
currency deposits

209,6
259.9
309,0
412,7
342,6
398,0
509,7
686,8
785,2
1018,8
1503,0
1841,8
3440,5
5897,3
84942



Azorbaycan Respublikasit Morkozi Banki
Azorbaycan, Baki, AZ1014, R. Behbudov kiig., 32
Telefon (994 12) 493 11 22

Faks (994 12) 493 55 41

www.nba.az

The Central Bank of the Republic of Azerbaijan
32 Rashid Behbudov Str., Baku, Azerbaijan
Telephone (994 12) 493 11 22

Fax (994 12) 493 55 41

www.nba.az



