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GENERAL CHARACTERISTICS OF THE WORK 

 

Relevance of the topic and degree of development. The devel-

opment of financial markets and the existence of financial and credit 

institutions that operate efficiently here have been a prerequisite for the 

successful operation of the economy as a whole in the last 10 years. It is 

the financial markets that determine the conditions for the development 

of financial intermediation, thereby satisfying the business's need for fi-

nancial resources and enabling the acceleration of the investment pro-

cess. 

   An important feature of the modern economy of the Republic of 

Azerbaijan is that the money, credit, currency, fund, and insurance sec-

tors tend to integrate and form a single national market. This is deter-

mined by the demand for various sources and financial instruments in 

financing the economy. 

In the conditions of continuous development of the economy, the 

volume of operations in all sectors of the financial markets is increasing 

at a rapid pace. Its role as a mechanism for mobilization and redistribu-

tion of financial resources is constantly increasing. In the modern con-

ditions of the world trend, financial products offered simultaneously in 

several segments of the financial markets have started to appear. So, 

currently, in addition to commercial banks, insurance companies, pen-

sion funds and joint financing funds act as sellers of credit derivatives, 

and the buyers of these instruments are commercial banks, pension 

funds and non-financial corporations. The characteristic features of 

modern financial markets are the inter-sectoral redistribution of finan-

cial risks. It determines the stability of specific segments, but at the same 

time, it can lead to an increase in the operational risk of the financial 

system as a whole. 

The processes taking place in the world financial markets also in-

fluence the financial markets of Azerbaijan and determine the main di-

rections of its development. The complexity of the processes taking 

place in the financial markets of Azerbaijan determines the need to in-

crease the set of financial instruments and apply it to several segments 

of the market and the development of system regulation. 
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In addition to all this, the importance of applying foreign experi-

ence in this field is very great. It is clear that a number of countries in 

the world have established mega-regulators that control several seg-

ments of the financial markets at the same time.  

Currently, the process of integration of financial markets in Azer-

baijan and the world is intensifying. In this regard, the formation of an 

international financial center in the territory of our country, which has 

wide opportunities for companies to actively participate in the world fi-

nancial markets, is of particular importance. Thus, the relevance of the 

topic of the dissertation research is determined by the necessity of the 

following: 

- analysis of methodological aspects of financial market formation 

and activity; 

- application of principles and conditions of organization of finan-

cial markets; 

- determining the place and role of financial markets in the struc-

ture of the economy; 

- Investigating segments and types of financial markets in Azer-

baijan; 

- Stages and regularity of development of financial markets in 

Azerbaijan, analysis and evaluation of the current situation; 

- Finding out the conditions for the integration of the financial 

markets of Azerbaijan into the world financial markets, their compati-

bility and possible lack;  

- making necessary recommendations on the regulation and im-

provement of financial markets. 

Economic reforms implemented in recent times are observed with 

a significant increase in the global rating indicators of our country. In 

the Strategic Road Map for the perspective development of the national 

economy of the Republic of Azerbaijan, approved by the Decree of the 

President of the Republic of Azerbaijan dated December 6, 2016, the 

formation of the financial sector, including financial markets in the 

country, will be ensured until 2022, and in the long term, the financial 

sector will be prepared for competition on the world stage. 

The tasks of achieving these goals can be evaluated as factors that 

determine the relevance of the dissertation topic. 
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As for the degree of development of the dissertation topic, we 

should note that a lot of scientific research has been carried out in the 

directions of the development of financial markets and its various seg-

ments in Azerbaijan. The formation of working mechanisms in the field 

of improving the use of financial resources in various directions has had 

a significant impact on this. As a result, a large number of scientific-

research works on the study of emerging and developing financial mar-

kets in our republic have been created. In this direction, A.A. Alekbarov, 

M.M. Sadigov, M.Kh. Hasanli, Z.F. Mammadov, S.M. Mammadov, 

B.Kh. Atashov, M.M. Baghirov, A.Sh. Shakaraliyev, A.I. Bayramov, 

among the economists of Azerbaijan. In the scientific researches of 

D.A.Baghirov, A.M.Karimov, A.B.Abasov, R.M.Jabiyev, N.A.Novru-

zov and others, the modern situation and development prospects of the 

financial markets were studied in detail, and results of theoretical and 

practical importance were obtained. 

The works of foreign authors provide a deep and comprehensive 

analysis of numerous theoretical and practical aspects of its develop-

ment based on the integration of money, credit and fund sectors, which 

are part of financial markets. Here, researches were conducted by sev-

eral prominent economists in the direction of regulation of financial 

markets, complex research and determination of their future develop-

ment directions. A. Smith, D. Ricardo, K. Marx can be attributed to such 

economists. In addition, there are a number of valuable scientific-re-

search works in the field of financial markets in the works of T.K. 

Blokhin, D.M. Mikhaylov, B.A. Lyalin, T.V. Vorobyov, A.A. Chalda-

yev, T.B. Nikitina, S.V. Yakinin and a number of other scientists in the 

CIS area. 

However, in the studies of the country's economists, the main at-

tention is paid only to the specificity of the financial markets, to the 

study of its separate segments, and to the conditions of the integration 

of the world financial markets. In addition, most of the research works 

are on the analysis of the macroeconomic conditions of the formation of 

financial markets, the criteria for the selection of the methodology of its 

development, the methods and tools of regulation, the acceleration of 

the integration of the Azerbaijani financial markets into the world finan-

cial markets and the improvement of financial markets. the processes of 
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proposal development and implementation have been neglected in a 

number of cases. In this regard, it is necessary to study the formation 

and activity of financial markets in Azerbaijan based on the principles 

of systematic analysis, and the economic changes taking place in the 

world and in our republic make it necessary to constantly study the fi-

nancial markets and the real situation existing there, and to determine 

the directions for improvement. Such approach allows to reveal the main 

regularity of the development of the financial markets of Azerbaijan, to 

reveal the specificity of the conditions of its integration into the world 

financial markets, and to determine the possibility of the formation of 

an international financial center on the territory of Azerbaijan. All this 

shows that the topic of scientific research work is devoted to an actual 

and relatively little-studied problem in this field. 

Object and subject of research. The set of financial markets of 

different types and levels of development, as well as economic subjects 

closely related to them, operating in our republic was taken as the object 

of the research. The subject of the research is the formation, develop-

ment and improvement tendencies of financial markets, regularities, as 

well as the factors, methods and means that condition these processes. 

Research goals and objectives. The purpose of the study is to 

develop the conceptual bases of its formation and development in order 

to improve and regulate the financial markets of the Republic of Azer-

baijan in accordance with the new economic conditions and integrate 

them into the world financial markets. To achieve this goal, the follow-

ing tasks were set and fulfilled: 

- to study and practice modern methodologies of financial mar-

kets; 

- to assess the conditions and principles of the organization of fi-

nancial markets; 

- to study the place and role of financial markets in the general 

structure of the economy; 

- to characterize the segments and types of the financial market in 

Azerbaijan; 

- to provide an analysis of the current state of development of fi-

nancial markets; 
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- to determine the main goals by showing the positive and negative 

aspects of the integration of the Azerbaijani financial markets into the 

world financial markets; 

- to study the international experience on regulation of financial 

markets; 

- to reveal the main tendencies of the development of the financial 

markets of Azerbaijan; 

- to determine the degree of influence of state securities on the 

securities market; 

- preparing recommendations for improving the future develop-

ment of financial markets. 

Research methods. The methodological and theoretical bases of 

the research are the principles of systematic analysis and logic, the con-

cept of market equilibrium and the rules of efficient behavior of market 

participants. General scientific methods were used in the research, in-

cluding inductive and deductive analysis, classification and grouping, 

economic-statistical and comparative methods. Their consistency pro-

vided the necessary depth and universality of the research, as well as 

made it possible to substantiate the results scientifically. 

During the research, quantitative analysis methods were used to 

assess the impact of government securities on the securities market. A 

regression model of the relationship between the mentioned indicators 

was built. 

The theoretical basis of the research is the works of classical and 

modern foreign economists dedicated to the theory and practice of the 

formation and development of financial markets. Researches of Azer-

baijani economists in the field of financial markets were widely used in 

the thesis work. 

The following are the empirical basis of the research: 

- Legislative acts of the Republic of Azerbaijan, normative docu-

ments of the Cabinet of Ministers of the Republic of Azerbaijan, the 

Central Bank, the Ministry of Finance, the Financial Markets Control 

Chamber of the Republic of Azerbaijan (abolished in November 2019), 

the Strategic Road Map of the Republic of Azerbaijan on the develop-

ment of financial services; 
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- statistical and analytical materials of state authorities of the Re-

public of Azerbaijan, foreign states and organizations; 

- publications in the periodical press of Azerbaijan and foreign 

countries. 

The main provisions defended: 

- study of the methodological aspect of financial markets activity; 

- examination of the principles of organization of financial mar-

kets and evaluation of their place and role in the economic system; 

- investigating the mechanism of state regulation of financial mar-

kets in Azerbaijan; 

- classification of financial market segments and assessment of 

mutual relations between them in the context of state financial policy 

priorities; 

- assessment of the current state of financial markets in Azerbai-

jan; 

- study of the main regularities of the development of financial 

markets in Azerbaijan; 

- classification of development stages of financial markets in 

Azerbaijan and justification of their development directions; 

- evaluation of the system of measures ensuring the integration of 

the financial markets of Azerbaijan into the world financial markets 

The scientific novelty of the research consists of the following: 

- the theoretical and methodological bases of the formation and 

development of financial markets in Azerbaijan, the conditions and prin-

ciples of organization and improvement of its activity, the place and role 

of financial markets in the economy were comprehensively studied; 

- the economic nature of segments and types of financial markets, 

mutual relations between financial markets were analyzed, the priority 

directions of the state's financial policy were determined based on the 

current state of financial markets; 

- the main conditions and directions of the integration of the Azer-

baijani financial markets into the world financial markets have been de-

termined. A modern infrastructure of financial markets carrying out 

transactions using a wide set of financial instruments used in the world 

experience has been created in the financial markets of Azerbaijan; 
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- the most important conditions for the integration of the Azerbai-

jani financial markets into the world financial markets were investigated 

and the system of measures to be used in this direction was determined; 

- the current state of the financial markets was analyzed and, ac-

cordingly, its development directions were indicated in the perspective; 

- the system of financial market regulation measures has been es-

tablished to ensure control by the Central Bank and financial authorities; 

- the level of influence of state securities on the securities market 

in Azerbaijan during 2019-2022 was determined; 

- Scientifically based proposals and recommendations have been 

prepared in the direction of improving the activity of the financial mar-

kets of Azerbaijan. 

Theoretical and practical significance of research. The imple-

mentation of the proposals and recommendations put forward in the the-

sis work can allow to significantly increase the efficiency of financial 

markets in the improvement and development of the market infrastruc-

ture in the country. 

The obtained new scientific approaches and results can be used as 

educational materials in the implementation of strategic roadmaps for 

the development of the financial sector of our country, as well as in the 

training programs of economists and financial specialists. 

The results and proposals developed in the research process can 

be used to improve the legislation on the development and regulation of 

financial markets in our republic. 

Approval and application. The subject of the dissertation corre-

sponded to the general direction of the research work of the Azerbaijan 

Cooperation University and was regularly discussed and approved in the 

scientific seminars of the University as a topical subject. The scientific 

results of the dissertation work were used in the teaching of finance and 

conducting scientific-research works at the Azerbaijan Cooperation 

University and Baku Business University, and were presented at repub-

lican and international scientific-theoretical conferences. 

The main provisions and results of the dissertation work are 

printed 4.1 p.s. reflected in 12 articles and theses. Among the published 

scientific works are the classification and characteristics of financial 

markets (Baku, 2017), the role of financial flows in the investment of 
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securities (Baku, 2018), theoretical and practical aspects of the develop-

ment of the financial market in Azerbaijan (Baku, 2020), the evaluation 

of the role of financial markets in the national economy ( Baku, 2021), 

articles entitled " Main features of the development of financial markets 

of Azerbaijan” (Moscow, 2021) and published in international scien-

tific-practical conference materials Financial markets and the role of the 

state in their formation (Baku, 2018), Investors in the securities market 

(Baku, 2018), The theses entitled “Stock market as a priority of the fi-

nancial market of the Republic of Azerbaijan” (Bulgaria, 2018), “Regu-

lation and development trends of modern Azerbaijan financial markets” 

(Baku, 2020) can be cited. 

The name of the organization where the dissertation work was 

performed: Azerbaijan Cooperation University 

Dissertation volume and structure. The dissertation consists of 

an introduction, 3 chapters, a conclusion and a 158-item bibliography. 

The introduction consists of 14138 characters, the first chapter has 

58905 characters, the second chapter has 82274 characters, the third 

chapter has 34998 characters, the conclusion has 11368 characters, and 

the bibliography has 10697 characters. There are 8 tables and 12 pictures 

in the dissertation. The volume of the dissertation, excluding tables, pic-

tures and the list of references, is 206,743 characters. 
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CONTENTS OF THE DISSERTATION 

 

Introduction 
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ity of national financial markets 

1.1. Methodological aspects of formation and activity of financial 

markets 

1.2. Organization of financial markets, their place and role in the 

economic system 

1.3. Tools and means of state regulation of financial markets in 

modern conditions 
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of financial markets in Azerbaijan 

2.1. Main characteristics of segments and types of financial mar-

kets in Azerbaijan 

2.2. Analysis of the current state of financial markets in Azerbai-

jan 

2.3. The main stages and regularities of the development of the 

financial markets of Azerbaijan 

Chapter III. Development trends and ways of improvement of 

financial markets in Azerbaijan 

3.1. Modern development trends of financial markets in Azerbai-

jan 

3.2. Integration of the financial markets of Azerbaijan into the 

world financial markets 

3.3. Directions for improving the financial markets of Azerbaijan 
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Reference list 

 

THE MAIN CONTENT OF THE RESEARCH 

 

In the introduction of the thesis, the relevance and level of devel-

opment of the topic, the object and subject of the research, the goals and 

objectives, methods, the main propositions defended, scientific innova-

tion, theoretical and practical significance, approval and application of 

the research results are explained. 
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In the first chapter of the dissertation devoted to "theoretical and 

methodological foundations of the activity of national financial mar-

kets", the economic content, functions, structure, role of financial mar-

kets in the economy, the formation and operation of financial markets 

were studied and the tools and means of state regulation were evaluated. 

Financial markets are a more volatile (complex) element of the modern 

market economy. Because, on the one hand, it has a strong influence on 

the changes in the obstacles created in the real sector, and on the other 

hand, it has a strong influence on the process of redistribution of finan-

cial resources and the change of the dynamics of the interest rate. In 

modern conditions, the role of financial markets in the reproduction pro-

cess is growing rapidly. Diversification of relations between the real and 

financial sectors of the economy allows economic entities to maximize 

the income obtained from placing temporary free funds, attract debt 

funds, and reduce risks. This also ensures the overall stability of the re-

production process. However, the uncontrolled flow of capital between 

the financial markets of specific countries and regions, the increase in 

interest rate and exchange rate volatility pose a threat to the normal 

course of the reproduction process. In connection with this, the problem 

of its regulation in order to ensure the stability and liquidity of financial 

markets and the reduction of financial risks for investors is intensifying. 

The financial market can be studied in two different ways, both as 

a set of financial institutions and as a set of economic relations. In the 

first case, the financial market includes organizations and departments, 

which are designed for redistribution of capital based on market princi-

ples of supply and demand. In the first approach, the financial market 

acts as a system of market participants who are investors and institutions 

that issue securities. Here, intermediaries - stock exchange and over-the-

counter organizers; market infrastructure - deposits, registrars, settle-

ment centers, etc. includes. In the second case, the financial market is 

viewed as a system of economic relations aimed at the formation, distri-

bution and redistribution of capital. All markets in which capital is 

bought and sold, except the commodity market, are considered financial 

markets. 

Direct or participation of financial intermediaries is important to 

determine the relations between financial market participants. Deposits 
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of individual investors collected by banks and non-bank financial inter-

mediaries are transformed into investment capital, financial assets. In 

general, the money market and the capital market differ according to the 

maturity of assets in the composition of financial capital. This classifi-

cation is used by the International Monetary Fund and the World Bank. 

In some cases, money capital is considered a short-term credit market, 

and the capital market is considered a long-term credit market (Figure 

1). 

 
Figure 1. Structure of financial markets and its participants 

Source: Compiled by author. 

There are short-term financial instruments in the money market, the 

main purpose of which is to meet the demand for current sources of 

finance. In this case, the money market (in the broadest sense) consists 

of the securities market and the interbank money market, which in-

cludes assets at the Central Bank and clearing between large institu-

tions. 
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As a rule, modern money markets are characterized by global inte-

gration and are determined by the liquidity of the assets of this market, 

i.e. how easily and quickly they can be converted into cash currency. 

Research shows that the most common market in practice is the 

stock market, which is generally the same as the stock market. The 

evidence in favor of this approach is that if earlier the stock market 

was mainly related to long-term securities, now the boundary between 

long-term and short-term securities is gradually being broken. The se-

curities market is divided into national, international and regional mar-

kets. Besides, primary and secondary, organized and unorganized, 

money and capital markets are distinguished depending on the order 

of organizing the purchase and sale of securities. The classification of 

the securities market can be shown in the following scheme (Figure 2). 

 

 

 

 

 

 

 

 

  

 

 

Figure 2. Types of securities market 
Source: Compiled by author. 

It should also be noted that when securities are issued, they enter 

the primary market and find their first owner there. Participants of the 

primary market consist of issuers and investors. The purchase and sale 

of securities can be carried out both without intermediaries (that is, 

they can be sold directly by the issuer to the investor) and with the help 

of an intermediary. All subsequent operations, i.e. subsequent pur-

chase and sale of securities, are carried out on the secondary market. 

In the primary market, investors' funds go into the hands of issuers. In 

the secondary market, securities and funds are transferred from one 

Primary 

market 

Repeat 

market 

Securities market 

Organized 

market 

Unorganized 

market 

Money 

market 

Capital 

market 
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investor to another, where the issuer is not involved. Here securities 

are redeployed and securities change hands. 

Financial markets include the foreign exchange market. The for-

eign exchange market refers to the purchase and sale of foreign cur-

rencies, payment documents in foreign currency, as well as the move-

ment of foreign investors' capital and derivative financial instruments 

or stable market (forward, option, etc.) relationships. 

In the foreign exchange market, the interests of investors, sellers 

and buyers of currency values are linked. From an organizational and 

technical point of view, the foreign exchange market is characterized 

by modern communication networks connecting national and foreign 

banks, brokerage companies and other financial institutions that are 

subjects of the foreign exchange market. The main aspect of the for-

eign exchange market is that it stands against each other only through 

writing on the correspondent account. The main thing is that the bank 

determines the exchange rate. 

Gold market is a center where regular trading and financial ac-

tivities are conducted using gold based on market prices. Such centers 

are a combination of large banks, precious metal exchanges, organiza-

tions specialized in gold trading, its regulation and bullion production. 

Another important aspect of the financial market is the provision 

of financing needs of companies. The financial market is a mechanism 

that allows an enterprise acting as a deficit player to mobilize capital 

at the expense of investors (surplus player). The effort to ensure the 

efficient operation of financial markets requires the development of the 

method of its regulation, including the regulation of the activities of 

market participants, the procedure for the execution of agreements 

with financial assets, and the improvement of its degree of openness 

and transparency. 

The main goal of financial market regulation is to protect inves-

tors' interests and create competitive capital markets. Violation of in-

vestors' rights is characteristic of the financial markets of developing 

countries. There are low-level legal assurance technical, supply base 

and regulatory authorities. The Republic of Azerbaijan also belongs to 

the group of developing market countries. 
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As a result of the successful economic policy implemented in the 

country, Azerbaijan has demonstrated sufficient tolerance to the global 

crisis, and high financial stability of the economy has been ensured 

thanks to the large currency reserves created. 

Increasing the role of financial markets in ensuring the socio-

economic development of the country depends directly on state regu-

lation, and the main tasks facing the state in this direction may be the 

following: 

- provision of state support for the development and improve-

ment of the securities market; 

- ensuring the security of the securities market for the free activ-

ity of professional participants and the satisfaction of customers; 

- monitoring the installation of free information systems in the 

securities market and compliance with the principle of disclosure of 

information products by market participants.1 

In the second chapter of the thesis called "Evaluation of the 

modern state of the formation of financial markets in Azerbaijan", 
the current state of financial markets was analyzed, the financial mech-

anism of activity stimulation was characterized, its segments and types 

were analyzed and evaluated. The main stages of development of fi-

nancial markets have been characterized, the possibilities of its devel-

opment have been revealed. 

The dynamic development of Azerbaijan's economy took place 

thanks to the economic reforms and the deepening of its integration 

into the world economic system. Financial markets have become a ne-

cessity as a structure that ensures the direction of both internal and ex-

ternal resources to economic development. Thus, in modern condi-

tions, financial markets play an important role in providing financial 

resources, both at the level of macroeconomic and state structures. 

"Therefore, the development of the market economy is impossible 

without financial markets. "Financial markets are a special form and 

                                                             
1 Abbasov Azim.H. Formation of financial markets in Azerbaijan and problems of financial 

and credit system in market economy. Baku, 2003. 
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method of organizing cash flows and are a set of buying and selling 

relations in the sphere of financial relations."2 

On the other hand, financial markets have the main role of reor-

ganizing the redistribution of financial resources in the economy. 

Thus, the formation, more efficient distribution and purposeful use of 

financial resources is regularly regulated with the help of the financial 

market. Financial markets are an important tool for maintaining mac-

roeconomic balance, especially financial stability. 

Despite the fact that financial markets in our country are in the 

stage of formation, they continue to develop. The existence of financial 

markets is the basis for the formation of a market economy, the imple-

mentation of the process of privatization of state property in Azerbai-

jan, the development of entrepreneurship, the creation of joint-stock 

companies, the development of debt relations, etc. related to economic 

processes. 

The credit market, which is one of the foundations of financial 

markets, consists of two types: the wholesale credit market and the re-

tail credit market. The wholesale loan market determines the interbank 

interest rate and is generally carried out on interbank exchanges. In our 

republic, the wholesale credit market is implemented through credit 

auctions held by the Central Bank. The retail credit market represents 

the relationship between creditor banks and customers and determines 

the retail interest rates of loans.3 

Another segment of the financial market, the foreign exchange 

market, reflects the relations that arise in the process of changing the 

national currency of one country to the currency of another country. 

Thus, healthy financial markets play a special role in ensuring 

economic efficiency and the necessary standard of living for each 

member of society, on the one hand, in creating investment opportuni-

ties, and on the other hand, in creating conditions for more rational 

planning of consumption expenses. 

Banks are an institution that plays a key role in the financial sys-

tem. In countries based on market laws, the banking system consists of 

                                                             
2Atashov Bayali. Kh. Financial markets. Textbook for higher schools, Baku, 2016. 456s, p. 

21. 
3Sadigov MM, Mammadov SM Finance. Textbook. Ganja, 2010. 



18 

two levels - the Central Bank and the commercial banking system. A 

bank is a legal entity that attracts deposits or other repayable funds, 

gives loans on its own behalf and at its own expense, and at the same 

time carries out transfer and cash settlement operations on behalf of 

customers, whether as a natural or a legal entity.4 

Thus, financial markets combine small and diverse funds and 

turn them into powerful cash flows that are used to improve the econ-

omy.  

As a result of the distribution of those cash flows among the sec-

tors and areas of the economy, this provides opportunities to create 

conditions to ensure the expansion of investment. The economic pro-

gress of the country and the improvement of financial institutions, in 

turn, have a positive effect on the development of financial markets. 

In order to fulfill the tasks defined by the Decree No. 1897 of the 

President of the country dated March 16, 2016, comprehensive 

measures related to the formation of a financial system consisting of 

dynamic and healthy institutions are planned and implemented in the 

"Strategic Roadmap for the Development of AR Financial Services". 

Figure 3 shows the strategic goals set for the implementation of the 

Strategic Roadmap.5 

 

                                                             
4AR Law "On the Central Bank of the Republic of Azerbaijan" (December 10, 2004). 
5Strategic Roadmap for the development of AR financial services. Baku, 2016. 
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Figure 3. Strategic goals defined for the implementation of the 

Strategic Roadmap in the financial field 
Source: Based on information contained in the Strategic Roadmap 

compiled by the author. 

 

      It was emphasized above that in order for the securities market to 

function in a purposeful way in our country, the establishment of its 

developed infrastructure is extremely important. Currently, the infra-

structure of the securities market is mainly formed by the Baku Stock 

Exchange, the National Depository Center and other experienced par-

ticipants of the securities market. The indicators of the securities mar-

ket in 2019-2022 are shown in table 1. 
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Table 1. in the Republic of Azerbaijan in 2018-2021 actual stock 

market performance 
Market  

segments 

Number of transactions Amount (million man) 

2019 2020 2021 2022 2019 2020 2021 2022 

Corporate 

securities, 

including: 

3277 3237 6076 4400 3,477 3356.5 2395.1 2189.7 

Primary  

market 
299 330 1277 566 2,305 1435.6 2164.4 1007.9 

Repeat  

market 
2,978 2907 4799 3834 1,172 1920.9 230.7 1181.9 

Government 

securities, 

including: 

2177 1737 2206 2506 11,782 8,622.9 7,287.8 8,312.8 

Prima-

rymarket 
1,581 1161 1425 1590 10,877 7,610.5 6,188.6 7,304.0 

Repeatmarket 596 576 781 916 905 1,012.3 1,099.3 1,008.8 

Repo/counter-

repo 
618 1,322 4,284 4,112 1,123 2150.2 7196.3 5060.5 

securities 

market, 

including: 

6,072 6,296 12,566 11,018 16,382 14129.5 16879.3 15563.0 

Primary  

market 
1,880 1491 2702 2156 13,182 9,046.1 8,353.0 8,311.9 

Repeat  

market 
4,192 4,805 9,864 8,862 3,200 5,083.4 8,526.3 7,251.2 

Source : Azerbaijan Republic It was compiled by the author based on the data of 

the Central Bank . 

         As can be seen from the table, in 2019, the number of transac-

tions concluded for all transactions in the stock market was 6,072, in 

2020, 6,296, in 2021, 12,566, and in 2022, 11,018 units. Compared to 

2019, the number of deals in 2022 increased by 81.5%, compared to 

2020 by 75%, and compared to 2021, it decreased by 12.3%. Com-

pared to 2021, the growth in the government securities market in 2022 

was 13.6%. In the compared period, we witness a 27.6% decrease in 

the number of corporate securities transactions, and a 29.7% decrease 

in repo transactions. 

         During the study, regression analysis was used to model the im-

pact of government securities on the securities market. 
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         Let's write the equation of the model using the simple linear type 

of regression model. The formula for simple linear regression is: 

y = β0 + β1x + ε 

In our example, government securities are the independent variable, 

and the securities market is the dependent variable. In this case 

     Let's accept the conditional data as in the table below and add it to 

the excell 2019 software. 

Table 2. 

Actual indicators of the securities market in the Republic of 

Azerbaijan in 2019-2022 
Years 2019 2020 2021 2022 

State precious pa-

pers (x) 

6 days 5 days 7 days  5 days 

Precious papers 

market (y) 

37,000,000 

AZN 

48,000,000 

AZN 

21,000,000 

AZN 

52,000,000 

AZN 

Source: compiled by the author based on the data of the Central Bank of the 

Republic of Azerbaijan [14]. 

 

 
Figure 4. Summary of the regression model 

Source: prepared by the author in Excel 2019 software based on the data of the 

Central Bank of the Republic of Azerbaijan. 
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In the example we looked at, the value of Multiple R is about 

0.82, which, as you can see, is closer to 1. This means that the relation-

ship between government securities and the securities market is very 

strong during the year under review. 

The long-term vision of financial services until 2025 is to create 

a financial system within a stable, reliable and balanced legal frame-

work, supported by a regulatory framework and providing a wide 

range of financial services to all customer groups. The task set for the 

period after 2025 is to form an attractive and competitive financial sec-

tor at the regional level for foreign investors. 

Azerbaijan's corporate bond market has developed rapidly in re-

cent times. Their issuers were the largest oil corporations and banks. 

Thus, in the formation of the financial market, its fund segment 

showed a structured and stable tendency to development, adequate to 

the stock market of developed countries. 

Also, there have been positive structural changes in the credit 

market of Azerbaijan. The reduction of public debts has led to an in-

crease in bank lending to the real sector of the economy. Resources 

concentrated in these banks have been an important source of corporate 

financing. 

The increase in the revenues of the State budget of the Republic 

of Azerbaijan helped to increase the capitalization of state banks, in-

crease their system-creating function in the banking sector of Azerbai-

jan, activate the process of debt capital formation and use it for credit-

ing the real sector. 

At the same time, the liberalization of the Azerbaijani financial 

market became an important condition for its integration into the world 

financial market. 

The third stage of the development of the Azerbaijani financial 

market started in 2006 and is still ongoing. At this stage, the specified 

conditions have been realized and the country's economy has actually 

become a part of the global financial system. The goal here is to 

strengthen the national currency and the financial centers of Azerbai-

jan. 
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Thus, the analyzes show that the formation and development 

stages of the financial market in Azerbaijan reflect the global model of 

the formation of such markets. 

Strategic Roadmap for AR financial services development. 

Baku, 2016. 

In the third chapter of the dissertation, dedicated to "Develop-

ment trends and ways of improvement of financial markets in Azerbai-

jan", the characteristics of modern development trends of financial 

markets are determined, and the integration of financial markets into 

the world financial markets is justified in order to increase the effi-

ciency of the financial mechanism of sustainable and innovative de-

velopment. In this chapter, proposals and recommendations on 

measures to improve the financial markets have been put forward. 

The trend of strengthening the integration of the Azerbaijani fi-

nancial markets into the world markets is manifested first of all in the 

process of globalization of international economic relations, and sec-

ondly, in the expansion of the country's economy and the increasing 

interest of Azerbaijani companies and banks in foreign economic ex-

pansion. 

From the period when the Republic of Azerbaijan began to co-

operate with the world's prestigious development banks and funds, as 

well as with various international financial and credit organizations, 

until 2020, 167 projects and programs were financed on behalf of the 

Republic of Azerbaijan or on the basis of state guarantees in areas of 

special significance for the social progress of our country. 203 signed 

credit agreements. The total amount given directly to the government 

by the beginning of 2020 with different international financial and 

credit institutions with which we cooperate is 12914.8 mln. loan agree-

ments were signed in dollar equivalent. Based on this, 11410.1 mln. 

dollars (91.7%) were used. About 3091.1 mln. on used loans. principal 

debt in the amount of USD 9091.0 mln. in dollar equivalent, including 

direct foreign debt of 8320.0 mln. was equivalent to dollars. 

In our opinion, the integration of the financial market of Azer-

baijan into the world financial market can bring the following benefits 

to our country: 
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- in placing funds of our country's companies and banks in the 

world credit market; 

- achieving circulation of securities of local issuers in interna-

tional exchanges; 

- placement of funds of non-residents in the country's credit mar-

ket; 

- Organizing the circulation of foreign securities in the stock 

market of Azerbaijan; 

- In carrying out transactions with all financial instruments used 

in the world financial market; 

- Optimizing the investment portfolio by attracting foreign finan-

cial assets by private and institutional investors of Azerbaijan. 

In order to create a favorable investment environment in the 

countries and stimulate the financial market, measures must be ap-

plied. 

The effectiveness of the applied concessions has already been 

recognized by most countries.  

In recent decades, free economic zones have been widely used 

to create favorable conditions for both domestic and foreign investors. 

Limited territories - Free economic zones - are provided for the appli-

cation of tax, currency, financial, social and customs benefits to indi-

viduals and legal entities engaged in entrepreneurial activity. Because 

here there is a complex system of sights that attracts foreign investors. 

In the previous paragraphs, we mentioned the non-transparency 

of the database as one of the problems that hinders the development of 

financial markets in our country. Thus, the lack of transparency of the 

information base reduces investors' interest in the financial market. 

This is one of the reasons that directly slows down the development of 

the financial market. In the market economy, reliable and accurate in-

formation is one of the main factors. Because the more honest the in-

formation, the more sustainable profitability of enterprises and organ-

izations can be ensured, as well as the conditions for finding reliable 

partners and reliable financial sources. Such data can be prepared ac-

cording to modern standards using accounting and reporting system. 
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       It is important to ensure the use of precise and clear methods 

for monitoring the activities of financial institutions. For this purpose, 

the following should be implemented: 

- improving the risk management system of professional partici-

pants of financial markets; 

- strengthening the role of the jury when considering disputes in 

the financial market and increasing the authority of judicial bodies (ar-

bitration courts) in resolving financial disputes, including by promot-

ing the specialization of special courts on financial legislation issues; 

-optimizing the demand for financial institutions' reporting, ap-

plying standards to the public disclosure of information about their ac-

tivities by professional participants of financial markets; 

- paying attention to the improvement of the demand for the 

placement of funds, composition and structure of assets of financial 

institutions that even carry out investment activities in the financial 

market. 

Thus, the future development of financial markets in Azerbaijan 

directly depends on the activities of many state institutions, improve-

ment of the legislative framework, activities of legal and natural per-

sons and many other factors. 

The tasks set in the Strategic Roadmap for the development of 

financial services in the Republic of Azerbaijan until 2020 have been 

largely solved, and thus a reliable foundation has been created for the 

long-term development of the financial markets of Azerbaijan. As a 

result of this progress, we can say about the stable formation of inde-

pendent, competitive real financial markets. 

Summarizing what has been said, it can be shown that in order 

to bring the level of development of financial markets in Azerbaijan to 

the level of advanced countries, it will be necessary to carry out long-

term and extremely extensive work. 

Thus, the study of the objective laws of the formation and devel-

opment of financial relations, the study of the current situation in the 

financial market, the assessment of risks, the investigation of the di-

rections of their reduction, made it possible to draw a number of con-

clusions, put forward proposals and recommendations: 
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1. In modern times, the state of financial markets and the pace 

of development in Azerbaijan are not encouraging, although many re-

forms have been carried out in this area. The lack of improvement of 

the information base, the imperfect level of transparency, the presence 

of a small number of investors, insufficient financial literacy, the low 

level of interest of the population in this area, etc. we can give an ex-

ample of the main reasons. Experience shows that if we approach the 

delays in the development of the general financial system and financial 

markets from the position of the IEP and benefit from their experience, 

we can overcome many problems encountered in this field. 

2. In modern conditions, the role of the financial market in the 

reproduction process has increased significantly. Diversification of re-

lations between the real sector of the economy and the financial sector 

allows economic entities to maximize income from the placement of 

temporary financial resources, attract debt funds and neutralize risks. 

Thus, the overall stability of the reproduction process is ensured. 

3. The organization and development of financial markets in 

Azerbaijan reflects world laws. This regularity consists of the devel-

opment of separate segments of financial markets by stages and their 

integration into a single market. The general direction of the develop-

ment of the Azerbaijani model of financial markets is the coordination 

of fund and bank financing of the corporate sector. Therefore, the fi-

nancial market model formed in Azerbaijan characterizes the specific-

ity of the country's economy and contains elements of the Anglo-

American and continental financial market. 

4. With the help of the regression model, it was determined that 

there is a strong positive relationship between government securities 

and the securities market. 

5. The modern trends of the development of the financial mar-

kets of Azerbaijan consist of the following: 

- the increase in the number of markets expressed in the increase 

in the capitalization of the stock segment of the national model of the 

financial market, which consists of connecting bank lending and cor-

porate financing with the placement of securities in the stock market; 

- increase in bank credit, increase in currency transactions; 
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- As a result of favorable macroeconomic conditions in Azerbai-

jan and the stable activity of financial institutes, the increase in the 

degree of stability in the economic ups and downs of the world finan-

cial markets; 

- strengthening integration into the world financial markets. 

6. For the revival of the economy, the development of the bank-

ing system and financial markets of Azerbaijan, the merger of rela-

tively small banks and small enterprises that previously operated sep-

arately in the form of joint-stock companies, and investment by issuing 

securities were among the most important methods applied. 

7. The lack of special risk assessment organizations in our coun-

try slows down the flow of foreign investors to the country. Thus, for-

eign investors are not aware of the risks they may face in the country 

they are going to invest in, and due to the lack of special risk assess-

ment organizations, they are unaware of the risk. The lack of special 

companies that can present this information to investors in our country 

is one of the main factors that slows down the development of the fi-

nancial market. In my opinion, the establishment of such organiza-

tions, whether in the public or private sector, would be a very com-

mendable step. 

8. The presence of sufficiently high interest rates applied in 

commercial banks operating in the country is one of the factors that 

directly affect the number of investors. So, when an investor who 

wants to earn income applies for a loan from a bank in order to engage 

in investment activities, he avoids this activity due to the fact that the 

interest rates are quite high. This indirectly affects the number of in-

vestors. This means that this situation is not beneficial for a potential 

investor, and it is not beneficial for an investor applying to the bank 

for a loan. For this reason, it would be appropriate to significantly re-

duce the loan interest in commercial banks, which would benefit both 

individuals and legal entities, as well as the banks themselves, in terms 

of increasing their customers. 

9. Improvement of the stock exchange, legal and organizational 

development of this market based on advanced international experi-

ence, expansion of trading opportunities, creation of a modern trading 

platform for financial instruments, registration of securities protection 
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rights and simplification of accounting procedures, this expansion of 

financial intermediation services at the regional level to access type 

services, creation of appropriate legislative framework for regulation 

and promotion of the activities of investment companies, as well as 

preparation of rules regulating the activity of the financial market 

should be carried out from time to time. 

10. In order to ensure the rapid growth of financial markets, the 

country's economy should be open, and the regulation of the country's 

economic activity should be adapted to the international legal model 

and world practice. The process of regulating the economy and foreign 

trade should be formed in accordance with the country's national inter-

ests, natural and production resources, domestic needs and advantages 

of the international division of labor. Foreign economic relations are 

political, psychological, etc. should be organized not according to val-

ues, but according to the principles of economic efficiency, necessity 

and justice. This means that favorable conditions should be created for 

the implementation of appropriate forms of foreign economic rela-

tions. The country's financial institutions should actively participate in 

joint activities with international and regional economic organizations 

and institutions in accordance with the standards. Foreign economic 

relations should always be directed to national strategic goals, should 

ensure scientific and technical development, should serve the efficient 

use of financial resources, and ensure the country's economic security. 

11. It is recommended to take measures to ensure the trans-

parency of financial reports, which are the main database in financial 

markets, and to stimulate mass training in this area. Therefore, it is 

advisable to take into account the following: 

- implementation of mechanisms that encourage economic enti-

ties to use the securities market to attract financial resources; 

- development of the state and non-state system related to the 

compliance of investors' rights and interests by issuers; 

- promoting the demand for securities by ensuring the protection 

of investors' rights by issuers; 

- stimulating the development of financial market infrastructure, 

including investment funds and institutional investors; 
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- preparation and implementation of state programs for the pur-

pose of educating investors, as well as increasing investment and cor-

porate management culture. 

12. The wide use of investment resources in circulation has a 

significant impact on the development of Azerbaijan's financial mar-

kets, increasing the competitiveness of financial markets, and it           is 

imperative to increase investment resources in terms of volume. 

Studies show that despite some difficulties, this new market 

structure in our country will grow faster in the future. 

Over time, the conditions for the proper development of the se-

curities market in Azerbaijan are created, the reason for this is the con-

tinuation of the privatization process, the creation of large companies, 

holding structures, and the formation of large joint-stock companies. 

This will result in further expanding the possibility of our companies 

to attract investment together with local and international stock mar-

kets. 
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