
AZERBAIJAN
Table 1 2022
Population, million 10.2

GDP, current US$ billion 76.8

GDP per capita, current US$ 7533.4

School enrollment, primary (% gross)a 94.3

Life expectancy at birth, yearsa 66.9

Total GHG emissions (mtCO2e) 53.3

Source: WDI, Macro Poverty Outlook, and official data.
a/ WDI for School enrollment (2021); Life expectancy
(2020).

Economic growth was 4.6 percent in

2022, driven by non-energy sectors

supported by recovering demand and

fiscal expansion. Inflation accelerated

sharply to 13.8 percent, driven by

import prices. In the medium-term,

growth is expected to moderate as

non-energy sector growth returns to

pre-COVID levels while the energy

sector shrinks further. Risks to this

outlook are balanced.

Key conditions and
challenges

Azerbaijan’s continued reliance on hydro-
carbons as a major source of export and
fiscal revenues remains its main vulner-
ability. This poses risks to long-term
growth due to declining oil production,
oil price volatility, and the global transi-
tion away from fossil fuels.
Constraints to private sector development
include a large state footprint in the econ-
omy, lack of a level playing field for
firms, shallow financial markets, and a
weak human capital base.
Another key development challenge for
Azerbaijan is post-conflict reconstruction
in liberated territories, which will re-
quire substantial public resources and
adequate planning and implementation
of investments, to ensure efficiency and
fiscal sustainability.
Azerbaijan’s 2022–2026 Socio-Economic
Development Strategy lays out a reform
plan to move to a private-sector-led
growth model and the development of
human capital, with a target of sustained
5 percent growth in non-energy sectors
during 2022–2026.

Recent developments

The economy expanded by 4.6 percent
(yoy) in 2022, supported by strong
growth in non-energy sectors. The energy

sector shrank by 2.6 percent (yoy) as con-
tinued fall in oil production was only par-
tially offset by an increase in natural gas
production. The non-energy sector grew
by 9.1 percent (yoy) in 2022 compared to
7.2 percent (yoy) in 2021, driven by ser-
vices, including transport (largely due to
trade rerouting following Russia’s inva-
sion of Ukraine), hospitality, and ICT. The
construction sector also performed well,
expanding by 13.4 percent (yoy) due to a
sharp increase in public investment.
On the demand side, consumption grew
at a healthy pace in 2022, supported
by growth in real wages and a surge
in money transfers from Russia (up
5.5-fold, yoy). Investment rebounded
strongly, supported by public invest-
ment largely directed toward recon-
struction in liberated territories.
Inflation rose from 6.7 percent in 2021 to
13.8 percent by end-2022, driven by high
import prices, particularly for food. To
counter inflationary pressures, the Central
Bank of Azerbaijan (CBA) raised the pol-
icy rate by 100 bps during 2022 to 8.25
percent. However, the policy rate remains
negative in real terms.
Soaring energy prices boosted exports in
the first nine months of 2022 with exports
doubling in nominal terms (yoy) while
imports increasing by 28 percent (yoy).
Strong exports coupled with the sharp
increase in money transfers from Russia
pushed the current account to a surplus
of 30.7 percent of GDP over this period.
This was offset partly by net financial
outflows, which picked up to 16.6 per-
cent of GDP, largely driven by invest-
ment repatriation by energy companies.

FIGURE 1 Azerbaijan / Non-oil GDP growth and oil price
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FIGURE 2 Azerbaijan / Official poverty rate and
unemployment rate
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Foreign currency reserves increased by 27
percent in 2022, to USD 9 billion, cover-
ing 5.3 months of imports.
The fiscal balance recorded a surplus of 5.4
percent of GDP in 2022. This was driven by
a 24.7 percent (yoy) nominal increase in fis-
cal revenues. Fiscal spending increased by
17 percent (yoy) due to a 31 percent (yoy)
increase in public investment. Higher fiscal
revenues allowed the Government to cut
transfers from the State Oil Fund of the Re-
public of Azerbaijan (SOFAZ) to the bud-
get in 2022, which increased SOFAZ re-
serves by 9 percent to USD 49 billion (62
percent of GDP). Public debt declined to
11.7 percent of GDP.
Credit to the economy rose by 18 percent
(yoy) in 2022, driven by a 27.3 percent
(yoy) increase in consumer lending. The
bank NPL ratio fell from 4.2 to 2.9 percent
and bank profits increased substantially.

Outlook

Economic growth in 2023 is expected to
moderate to 2.2 percent. On the energy

side, the slowdown is driven by a project-
ed fall in oil and gas production, due to
the main oil field’s declining production
profile and the main natural gas field’s
near full capacity.
Growth in non-energy sectors is expected
to ease to 5.2 percent, after two years of
rapid growth, as it converges to the pre-
COVID growth path. Growth will be sup-
ported largely by services and construc-
tion, which is expected to remain robust
due to strong public investment focused
on reconstruction. In the medium-term,
growth is expected to average 2.5 percent
in the absence of structural reforms.
On the demand side, consumption is esti-
mated to ease in 2023, converging to pre-
COVID levels. Increase in minimum
wages, pensions, and social transfers are
expected to prevent a steeper fall in con-
sumption. Investment is expected to ease
in the medium-term, as the private invest-
ment outlook remains cloudy due to con-
tinuing challenges in the business environ-
ment. External demand is likely to moder-
ate in the medium-term as well, with slow-
ing global growth and weaker prospects
for global energy demand.

Inflation is projected to slow to 8.5 percent
in 2023 as international prices ease, while
remaining above the CBA’s upper range.
Over the medium-term, inflation is expect-
ed to moderate and return to the CBA’s
target interval of 4+/–2 percent by 2025.
The external balance is projected to re-
main in surplus in 2023 supported by
high energy prices. Imports are expected
to remain robust in 2023 supported by
domestic demand, while moderating in
the medium-term as growth slows. The
fiscal balance is estimated to remain in
surplus in the medium-term, averaging
3.9 percent of GDP. High energy rev-
enues are expected to offset higher spend-
ing arising from the implementation of
the recently approved 2022–2026 Socio-
Economic Development Strategy.
The main downside risks to the outlook
include the risk of reversals of money
transfers from Russia and trade rerout-
ing, which has benefited the Azerbaijani
transport sector following the war in
Ukraine. Upside risks in the medium-term
include higher-than-forecasted energy
prices and a potential ramp up of natural
gas exports to the EU.

TABLE 2 Azerbaijan / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -4.3 5.6 4.6 2.2 2.5 2.6

Private Consumption -5.1 7.0 4.9 4.0 3.6 3.6
Government Consumption 4.8 3.8 7.4 4.2 3.1 3.1
Gross Fixed Capital Investment -7.1 -6.0 4.5 3.2 3.3 3.3
Exports, Goods and Services -8.1 5.6 3.3 0.8 1.6 1.8
Imports, Goods and Services -10.5 2.5 3.2 2.7 2.7 2.7

Real GDP growth, at constant factor prices -4.4 5.6 4.6 2.2 2.5 2.6
Agriculture 1.9 3.3 3.4 3.2 3.0 3.0
Industry -5.2 4.1 2.4 0.5 1.0 1.2
Services -4.4 8.6 8.5 4.7 4.5 4.6

Inflation (Consumer Price Index) 2.8 6.7 13.8 8.5 6.2 5.4

Current Account Balance (% of GDP) -0.5 15.2 26.5 19.2 14.8 13.0
Net Foreign Direct Investment Inflow (% of GDP) -1.5 -4.1 -1.5 -1.0 -1.0 -0.9

Fiscal Balance (% of GDP) -6.5 4.2 5.5 4.8 4.0 3.0
Revenues (% of GDP) 33.7 36.5 32.4 33.1 33.1 31.6
Debt (% of GDP) 18.4 16.2 11.7 10.9 10.8 11.0
Primary Balance (% of GDP) -5.7 4.8 5.9 5.1 4.3 3.3

GHG emissions growth (mtCO2e) -1.4 0.9 1.3 0.3 1.0 1.7
Energy related GHG emissions (% of total) 62.6 64.0 64.4 64.3 64.5 64.8

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
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