AZERBAIJAN MONTHLY ECONOMIC UPDATE - APRIL 2026

* Economic activity slowed markedly in February,
reflecting weaker performance in both the
hydrocarbon and non-hydrocarbon sectors.

* Inflation edged down in February, as service and
non-food prices declined following a surge in
January.

* The trade surplus narrowed in February, driven by
a decline in exports.

* The state budget recorded a deficit in February, as
expenditures increased while revenues fell.

* C(Credit to the economy rose modestly in February.

The economy contracted by 1.1 percent (yoy) in
February, reducing growth in January-February to 0.3
percent. Hydrocarbon sector output fell 4 percent (yoy)
in February, after 1 percent (yoy) growth in January,
driven by a 6.9 percent (yoy) contraction in crude-oil
production, while natural gas production fell by 1.1
percent (yoy). Non-hydrocarbon sector growth slowed to
0.6 percent (yoy) in February from 2.3 percent in January.
The slowdown was driven by a contraction in
construction (-17 percent, yoy) and the hospitality sector
(-1 percent, yoy), while the transport sector edged down
by 0.1 percent. On the other hand, activity in retail trade
and agriculture expanded 2.4 percent (yoy) and 3.7
percent (yoy), respectively, preventing a steeper fall in the
non-hydrocarbon sector. On the demand side,
investments declined 17 percent (yoy), driven by a 30
percent (yoy) fall in non-hydrocarbon sector investments
due to lower public investments. High-frequency
indicators point to a mixed performance in consumption:
in February, small payments declined 9.2 percent (mom)
while payment card transactions increased 8.8 percent
(mom) amid stable remittance inflows.

Annual inflation edged down to 5.6 percent (yoy) in
February, driven by a slowdown in services and non-
food prices. The CPI increased 0.6 percent (mom) in
February, driven mostly by a 1.1 percent (mom) increase
in food prices, slightly lower than 1.3 percent (mom)
growth in January. The slowdown in inflation was largely
driven by a moderation in service and non-food prices
following a surge in January, driven by the hike in
regulated prices. In February, non-food prices increased
0.3 percent (mom) while service prices rose by 0.2
percent (mom).

The trade surplus narrowed in February as the fall in
exports outweighed the decline in imports. Exports fell
17 percent (yoy) in February, driven by a 25 percent (yoy)
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drop in hydrocarbon exports. This was due to a 30 percent
(voy) decline in crude oil exports while natural gas
exports fell by 13 percent. Non-hydrocarbon exports rose
30.5 percent (yoy) in February with the top three export
items comprising nuts, gold and copper. Meanwhile,
imports declined 4.4 percent (yoy), excluding SOFAZ gold
imports. As aresult, the trade surplus narrowed from 17.6
percent in January to 9.9 percent of GDP in February.

The current account surplus eased to 4.6 percent of
GDP in 2025, down from 6.3 percent in 2024. The
trade surplus declined from 11.9 percent of GDP in 2024
to 8.4 percent in 2025, due to a fall in hydrocarbon sector
exports. Import growth moderated to 3 percent in 2025,
compared to 4.7 percent in 2024, reflecting subdued
domestic demand. The services balance deficit narrowed
from 2.8 percent of GDP in 2024 to 2.2 percent in 2025.
The primary income account deficit continued its
downward trajectory in 2025, as profit repatriation from
the principal gas field declined. The secondary income
account balance improved in 2025, supported by
increased remittance inflows.

The exchange rate remained at 1.7 AZN/USD amid
moderating FX demand. Turnover of the USD operations
in the FX market declined by 6.4 percent (mom) in
February and was 24 percent lower than a year ago,
pointing to subdued FX demand. Against this backdrop,
CBAR’s reserves increased by 0.4 percent to USD 11.6
billion. The nominal effective exchange rate depreciated
by 0.6 percent (mom) while the real exchange rate
depreciated by 1 percent (mom) in February.

Credit to the economy rebounded in February after a
decline in January. Bank loan portfolios grew 0.4 percent
(mom) in February after posting a 0.3 percent (mom)
decline in January. Business loans increased by 0.6
percent (mom) while consumer loans rose by 0.4 percent
(mom). Deposits plateaued in February as a 0.1 percent
drop in AZN deposits was offset by 0.4 percent rise in FX
deposits. Bank profits increased by 5.7 percent (yoy) in
February.

The government budget recorded a deficit in
February. Government budget revenues fell 3.1 percent
(voy) in February, largely driven by an 11.3 percent (yoy)
drop in SOFAZ transfers. Tax collection increased 6.6
percent (yoy). Budget expenditure increased by 5.9
percent (yoy). As a result, the overall budget balance
recorded a deficit of AZN 601 million (6.4 percent of GDP)
in February; however, the overall budget surplus over the
first two months of the year reached 9 percent of GDP.
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Figure 1. Growth moderated sharply in February
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Figure 3. The trade surplus narrowed in February, as

exports continued to fall
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Figure 5. Credit growth increased in February after

contracting in January
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Figure 2. Inflation edged down in February, driven by
service and non-food prices
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Figure 4. FX demand moderated while CBAR reserves

inched up
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Figure 6. The budget recorded a deficit in February;
however, it remained in surplus on a cumulative basis
over the first two months of the year
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