iquidity is not a problem in
LAzerbaijan. In 2007, the
economy willgrow ata gal-
loping rate of 29.2 percent, ac-
cording to an IMF projection. High
oil prices are turning the gears of
this Caspian Sea republic of 8.1
million people. Pipeline infra-
structure, both for crude oil and
natural gas, will net
$140 billion in revenue
over 20 years, ac-
cording to President
llham Aliyev. As the
Oil Fund captures
petrodollars, the bank-
ing sector is busy cre-
ating multiplier effects.
“Frankly, our need
for equity is not high.
Our aim is to facilitate
better access to inter-
national capital mar-
kets for our banks,” says EIman
Rustamov, Chairman of the Na-
tional Bank of Azerbaijan (NBA,
the central bank). The New Man-

The extraordinary boom in Azer-
baijan requires sound man-
agement. For the banking sec-
tor, this means allocating re-
sources to value-creating com-
panies. The European Bank for
Reconstruction and Develop-
ment (EBRD) plays an enabler
role by helping to build institu-
tions and making loans of up to
$6.9 million available to SMEs.
It has also proven key in mini-
mizing risk for budding com-
panies in the non-oil sector.
“Azerbaijan is officially the

ELMAN RUSTAMOV
Chairman of the
National Bank of

Azerbaijan
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BANKING SECTOR
Petrodollars fuel financial world

at, Azerbaijan’s re-denominated
currency, now circulates in 95%
of the country. Designed by Robert
Corino, who also signed off on the
euro, its aesthetics have anchored
the country in the global context.
Now, tighter monetary policy at the
NBA will pave the way for com-
petitiveness of the non-oil sector.
Meanwhile, Rustamov
is happy to see the
number of banks drop
from a peak of 253 to
44. Technical assis-
tance by the EBRD and
World Bank have
proven key in mergers,
as well as in imple-
menting good corporate
governance. “After the
oil sector, banking is the
second-fastest growing
part of the economy. As-
sets, deposits and credits in the
banking sector have attained a
level of 50 percent [of GDP]. This
is alogical result of all the efforts:

Oil revenues flow into Baku banks as sector matures in world’s fastest-growing economy

liberalization, consolidation, in-
stitutional development and the
establishment of a legislative
framework,” says Rustamov.
Foreign capital is now present
in 19 Azeri banks. As in Russia,
private bankers are conscious
the oil bonanza offers a unique
time window. Since 1995, the
Azerbaijan Banks Association
(ABA) has enhanced the com-

EBRD: less risk in non-oil

fastest-growing economy in the
world. At the EBRD, we have
played an important role in de-
veloping the oil and gas indus-
try. Now that revenue is
flowing, we’re focused on
non-oil projects,” says Aygen
Yayikoglu, head officer of the
EBRD in Baku. There are three
areas that the EBRD has staked
out as its mission in Azerbaijan:
SME promotion, banking and in-
frastructure.

“We’re working together with
nine banks, and we are share-
holders in four of them,” says
Yayikoglu, who is instrumental
in designing new products for
trade finance and leasing. The
EBRD also acts as alending in-
stitution to local entrepreneurs.
As an example, Yayikoglu cites
Garadagh Cement, the largest
cement-maker in south Cau-
casus, which is co-owned by
Switzerland’s Holcim. “Our third

petitive framework by driving re-
forms. In 2000, ABA set up a
banking training center with EU
backing. The program has in-
fused new life into the financial
system with market research and
strategic planning. “More oppor-
tunities in the financial sector will
arise when Azerbaijan joins the
WTO,” says Eldar Ismayilov, the
ABA president.

pillar is infrastructure financ-
ing,” says Yayikoglu. By paying
for roads and railways, the
EBRD hopes to have a direct
impact on the private sector.
After all, Azerbaijan will not be
able to diversify its economy
as long as infrastructure deficits
remain in place.

PROJECT DIRECTED AND
COORDINATED BY:
Valentine Charles,
Julien Drolon, Pablo Lopez
and Michael Artacho
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Rebranding is trend

Kapital Bank leads the way as Azerbaijan’s savy, newly-strengthened hanking sector works to project a fresh image that more
accurately reflects its durability, force and modernization after more than five years of tough consolidation and sector reform

tarting in 2000, Azeri
banks began to climb up
the value ladder. The

central bank had implemented
wide-ranging reforms that ef-
fectively shut down under-capi-
talized institutions. In the con-
solidation process, asset port-
folios at banks were shifted and
poor performers merged with
more adaptive players. Only 44
entities survived. Today, robust
oil prices underlie the stability of
the Azerbaijan’s financial sys-
tem. But quality and reliability
are the new hallmarks of finan-
cial intermediaries. To prove that

times have changed,
many of them are
busy remaking their
image.

“We’ve success-
fully implemented a
rebranding cam-
paign, preserving
what was positive
historically while giv-
ing new meaning to
the bank as a mod-
ern institution,” says
Rauf Rzayev, Chairman of the
Board at Kapital Bank. His in-
stitution is the result of a merg-
er that took place after 133 years

since 1874

KAPITAL BANK

71 Fizuli Street, Baku
Azerbaijan AZ1014

Tel: +994 12 493 66 30
Fax: +994 12 493 79 05
office@kapitalbank.az
www.kapitalbank.az

Read this supplement on our website:

www.universalnews-us.com/azerbaijan3

Opening doors

[

At Kapital Bank, we
have a long history of
promoting confidence,

efficiency and secure
investment, both
individual and
corporate, through

Azerbaijan’s widest
network of branches to

ultimately strengthen
the economy and
support the regional
socio-economic
development of the
nation with innovation

and transparency.

RAUF RZAYEV
Chairman of the Board
at Kapital Bank

of activity. A new man-
agement team took
overin 2004. Accord-
ing to Rzayey, there
was no business plan
or credit ratings to
speak of—and the
balance sheet was
unimpressive. Still, in-
ternational financial
groups began opening
credit lines based on
the country’s growth
projections. This allowed Kapi-
tal Bank to finance projects in
telecommunications, trans-
portation, construction, phar-
maceuticals and natural gas.
“By mid-2007, the number of
blue-chip clients had grown to
450,” says Rzayev, adding, “Of
course, our ultimate goal is to

become
“We “ve successfully first in the
implemented a market.”
rebranding campaign, Kapital
preserving the positve ~ Bank now
while giving new manages
meaning as a the widest
modern institution” network of

branchesin

Azerbaijan. It is a state-owned
bank with a mandate to foster
economic development. But this
does not preclude netting prof-
its. Revenue grew 122 percent
in 2005 to $3.4 million while to-
tal assets climbed 60 percent to
$107.3 million.

Now Kapital Bank has decid-
ed to move into an ultramodern
office building in Baku. “Today, the
bank needs a new face that will
convey the message that we are
amodern financial institution with
best international practices,” says
Rzayev.

Supervisory Board

SME
portfolio
pays off

Efficiency measures have
opened the gates to private
players like Technikabank.
An open joint-stock compa-
ny, Technikabank was found-
ed in 1993 during one of
Azerbaijan’s worst years of
economic contraction. It di-
versified its credit portfolio
early on, finding market nich-
esin SMEs and up-and-com-
ing telecoms that had been
turned down by larger insti-
tutions.

Today, Technikabank’s cor-
porate profile includes 5,000
companies and 20,000 pri-
vate depositors. Infirst quar-
ter 2006, the bank posted 10
percent growth in assets, to-
taling $76.7 million. By Jan-
uary 2007, the number had
grown to $154.6 million.

“The bank grew 109 per-
cent last year as a result of
the proper legal framework.
The reforms enacted by
President llham Aliyev have
affected all sectors of the
economy,” comments Etibar
Aliyev, Chairman of the Su-
pervisory Board. With the
economy expected to con-
tinue to boom through 2010,
interaction with foreign fi-
nancial institutions such as
the EBRD, the IFC and the
Asian Development Bank
will give Technikabank an
additional edge.

ETIBAR
. ALIEV
Chairman of the

at Technikahank
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IBA: first in line

National leaders in providing credit to boost non-oil sectors such as agriculture, the
International Bank of Azerbaijan is backing the diversification of the country’s economy

ahangir Hajiyev, Chairman
J of the Board at the Interna-

tional Bank of Azerbaijan
(IBA), is somewhat of a visionary.
He speaks of capital inflows as a
source of risk and of making in-
roads into unknown markets. A
few years ago, he de-
vised a plastic card for
the Pension Fund of
Azerbaijan. Retirees
were told they could
collect benefits by
swiping their cards at
an ATM. While only
450,000 signed up the

addition, IBA is number one when
it comes to private deposits. Ac-
cording to IBA officials, overall as-
sets exceeded $2.1 billion in the
first quarter of 2007. Net profits
over the same period amounted
to $15.6 million.

“We were the first bank
to obtain a credit line
from the Export-Import
Bank of the United
States without any sov-
ereign guarantees. It
was purely based on
the relationship be-
tween our institutions,”

first year, today the  JAHANGIRF HAJIVEV ~ says Hajiyev. The loan
word has spread, and Chairman of the was worth $20 million
the card-holding pop- Board of IBA over a 10-year period.

ulation is in the millions.

As with the plastic cards, IBA
has a number of all-time firsts in
Azerbaijan. It was the first Azeri
bank to receive ratings from in-
ternational credit agencies. ltwas
also the first to raise capital in in-
ternational financial markets. The
credit lines that IBA opened now
underlie 50 percent of assets of
Azerbaijan’s banking system. In

IBA branches

To prove its name, the Inter-
national Bank of Azerbaijan
(IBA) decided to venture be-
yond national borders six years
ago. Its presence is especial-
ly strong in the Russian Fed-
eration. According to a July
press release, IBA will soon be
ranked among the top 250
banks in Russia by assets. In
the second quarter of 2007,
capitalization at IBA's Moscow
office amounted to $28.12 mil-
lion.n 2008, a new IBA branch
will open in the industrial city

Hajiyev has obtained
similar deals with France’s CO-
FACE, Germany’s HERMES and
the Export-Import Bank of Italy.
“They’ve all taken into account
our reputation as a reliable bank,”
says Hajiyev. The latest syndi-
cated loan is worth $130 million
and is sourced from 26 banks in
12 different countries.

As a national development

out in region

of Nizhny Novgorod, which ac-
counts for 25 percent of trade
turnover between Russia and
Azerbaijan. It also has a pres-
ence in cities like St. Petersburg
and Yekaterinburg.

“We have representative of-
fices in London and Frankfurt,
and are also planning to open
one in New York,” says Ja-
hangir Hajiyev, IBA chairman.
“Our main task is to develop our
institution as a universal bank
that can offer all kinds of bank-
ing services to our customers.”

]
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Innovation has long been a tradition at the International Bank of Azerhaijan

bank, IBA is unlike any other fi-
nancial intermediary. It has been
ahead of competitors in re-routing
petrodollars to the non-oil sector.
In a country in which 50 percent
of the populationis rural, agribusi-
ness could be an economic run-
ner-up after oil & gas. IBA has fa-
cilitated contacts between local
entrepreneurs and US-based out-
fits specialized in farm machinery,
whichis how Nebraska-based Val-
mont Tubing came to furnish irri-
gation equipment for the local cot-
ton industry. Cotton in Azerbaijan
is considered a strategic sector, of-
fering long-term revenue and new
jobs. “The next step is the devel-
opment of a tobacco industry, from
seeding to re-drying, thrashing
and blending—all the way to the
end product,” says Hajiyev.

Euromoney named IBA the
‘Best Bank in Azerbaijan’ from
1997 to 2004. Global Finance
Magazine has named it the ‘Best
Emerging Market Bank’ in the
Caucasus Region. From his Niza-
mi Street headquarters in Baku,
Hajiyev refuses to take credit. In-
stead, he gives it completely to
the bank’s 1,314 employees,
whom, he says, have ultimately
been responsible for protecting
the shareholders’ best interests
and furthering Azerbaijan’s eco-
nomic diversification. “We are
very glad when we receive inter-
national recognition. But behind
all these awards there is the day-
to-day work of an entire institu-
tion, which is what makes IBA
such a successful bank,” says
Hajiyev.

www.texnikabank.az

1107 Ataturk Avenue

Baku, azerbaijan AZ1069
Tel: (+994 12) 4477744
Fax: (+994 12) 4474422
info@texnikabank.az
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IBA is the strongest bank in the Caucasus region according to independent international rating agencies.

IBA possesses over half of the aggregate bank assets on the local market, which comprises 10% of the
national GDP, 26.3% of the total banking system’s share capital, 56.1% of total deposits, 47.3% of loans
and 60% of plastic card issuance.

IBA owns the widest service network in Azerbaijan consisting of 36 branches, over 100 sub-branches, a
network of 520 ATMs and 1500 POS-terminals.

IBA owns the following subsidiaries:

-IBA Moscow, LLC, the only Azerbaijani bank in the Russian Federation
-IBA Georgia, LLC, a subsidiary bank

-The International Insurance Company, which possesses the largest statutory capital among insurance
companies in Azerbaijan

-AzeriCard, the country’s largest card processing company
-Azerileasing Company
-IBA maintains representative offices in Frankfurt-am-Mein and London

Baku AZ1005, Azerbaijan, Tel: (994 12) 493 00 91, www.ibar.az, ibar@ibar.az




