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1. Stylized facts about Azerbaijan’s economy



Economy experienced high economic

growth for the last two decades
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Oil revenue is an important source

of budget revenue
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External sector highly correlated with the
oil price
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Country posses the high level of strategic
reserves
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2. Possible effects of rising interest rates
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It seems commodity (0il) exporters possess
immune against interest rate increase
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A large amount of FDIs is directed to
the oil sector
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Two main partners’ exchange rate depreciated due
the change of rising interest rate environment?!
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3. Monetary policy tools



Two step devaluation increased the
competitiveness of the economy
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t inflation was achieved through
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Central Bank adjusted interest rate corridor to
achieve its monetary policy target
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Deposit and note auctions were introduced to
sterilize excess liquidity in the banking system
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Monetary Base (million manats)

Central Bank targeted monetary base as
its nominal anchor

12000
11000
10000
9000
8000
7000
6000
5000

8102/80/1¢
8102/80/20
8102/,0/90
8102/90/50
8102/50/L0
8102/%0/60
8102/£0/50
8102/20/90
8102/10/01
L102/2T/11
LT0Z/1T/%1
LT02/0T/LT
L102/60/12
L102/80/€2
L102/L0/L2
L102/90/0¢
L10Z/50/0¢€
L102/50/10
LT02/%0/%0
L102/20/82
L102/20/10
9102/21/0¢
9102/21/50
910Z/11/L0
910Z/0T/11
9102/60/60
9102/80/ST
9102Z/L0/61
9102/90/L1
9102/50/61
9102/%0/12
9102/£0/81
9102/20/61
9102/10/S2
st0z/zr/€e
ST02/11/92
S10Z/01/62
ST02/01/20
ST02/60/€0
S102/80/L0
ST02/L0/60
S102/90/0T
ST0Z/S0/ET
ST0Z/%0/ST
S102/€0/21
S102/20/21
S102/10/ST
$¥102/21/S1
$102/11/81
$102/01/12
$102/60/22
$102/80/92
$102/L0/0¢€
$102/L0/10
$102/90/20
$102/50/20
$102/%0/L0
$102/€0/€0
$102/20/%0
$102/10/L0

Cash in Circulation + Bank reserves at Central Bank

*Monetary base



Summary

1. Oil sector is important for the economy
2. It seems oil exporters have immune against rising interest rate
3. Rising interest rates indirectly affect economy through exchange rate

4. The monetary policy tools are primarily used to achieve lower inflation
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