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Regional Economic Outlook – Azerbaijan
Introduction
[bookmark: _GoBack]Azerbaijan economy which largely depends on oil continues to struggle. The first ten months of 2017, saw the monthly GDP dwindling to 0.7% (Focus Economics, 2017). Non-oil economies, on the other hand, posted a 2.1% growth rate. A draft budget that focuses on the supporting the non-economic economy which aims at diversify the nation’s economy in the prevailing environmental condition. With a population of an estimated 9.4 million people (according to the 2016 Population Census), Azerbaijan’s GDP has experienced a downward trend from US$ 8,014 to US$3.50 in 2013 and 2016. The trend is relative to the 2016 economic growth (approximately -3%) as compared to 5.8% in 2013 whereby several factors such as review of diversification of economy to cushion the improvement of the non-oil economy, financial instabilities, and res-structured environmental, economic policies. There is, however, a projected GDP growth of 1.5% and 2.4% in 2018 and 2019 respectively. 
International Banking Perspectives
It is true that the projected growth of the country’s economic perspective progresses by reforms in both oil and non-oil economic pillar priorities. Banking assessments have seen the largest state-owned bank restructuring debt worth 9% of GDP, as some banks are raising fresh capital (IMF, 2017) to meet the projected growth rate and relied on foreign debt issuance. Foreign exchange rate measures have enabled the variations facing many Central Asia nations. Indeed this external factor has enabled the movement of local currency. The liberalization of both foreign and local currencies has allowed the dominant of local currencies to meet the decline in remittances using foreign currencies.  The Central Bank of Azerbaijan increased policy rates (from 7% to 15% in 2016 and 2017 respectively) given the rising inflation rate. These financial policy actions have had some minimal impact on both lending and deposit rates indicating weak monetary transmission. The official and unofficial exchange rates may serve a measure for domestic prices of goods and services. Efforts are made to develop and implement strong monetary and fiscal policies which are prioritized to establish proactive banking mechanisms, clear monetary objectives and sound monetary development that will not weaken the local currency at the expense of foreign currencies. Foreign exchange can safeguard the direct import-export strength of the economy to ease financial development for both state-owned banks and private banks in the preceding economic and financial circumstances. 
Conclusion
Banking sector requires a proactive approach to meet the growing and changing market demands. Emerging issues such a high demand for loans brackets for individuals and businesses among others needs to be in line with the international best banking practices. Competitive financial environments need to meet the diversification realignment of business in the strategic realignments. The unprecedented global crises have a direct impact on the banking and economic sector, especially to nations that primarily depend on exports or imports. With the implementation of the draft budget, Azerbaijan is likely to shift this economic perspective as the economy will progress towards strengthening non-oil pillars of the economy, which have a high access to the local citizenry. 
The negative factors that decelerate growth such as weak governance and ownership structures facilitated by political interferences, corruption, management structures and external factors (globalization, for instance), need to be improved. Investors (foreign and domestic) confidence need to be assured, through engagement with other lenders and establishment of a regime that enables the local communities to benefit from the outputs of job creation. Improved trade diversification and export/import structures are an important aspect for Azerbaijan to attain the projected growth while attaining impact in the economic factors.
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