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Abstract: The development history of the securities market and its perspectives 
in the Republic of Azerbaijan have been analyzed in our scientific article. The impact
of the securities market on the country's economy has been identified. Taking into 
account the ongoing reforms in the Republic of Azerbaijan, recommendations and 
proposals on the strengthening the State Securities Committee, restoration of the 
legal base of stock societies and creation of the corporative Governance Codex have
been discussed in the article.
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INTRODUCTION
The development and improvement of all segments of the securities market, 

which means one of the key attributes of the market economy assumes a great 
importance. This is due to the fact that the financial market in parallel with banking 
systems are important as a cash flow transit in the economy. Directing of oil revenues to 
other sectors in Azerbaijan creates a special basis for the development of the 
country's financial market.

The experience of developed countries proves that the economic development of 
the country promotes the development of the securities market. This process acts as 
a special form of capital. Thus, the history of creation and modern development 
trends of securities features attract special interest. Unlike other commodity exchange
forms, securities market can be seen as commodities, as they have the potential to 
bring benefits. According to the Civil Codex of the Republic of Azerbaijan, securities
is a document that confirms any right and it does not have the right to be offered as
a commodity in the market or to earn a profit without this document. After the 
approval of the rights, all securities rights may cross over to the other party.

Just because of these features, securities are important in long run development 
of the economy and has an indispensable share in expanding capital relations. Many 
measures are being taken to develop the state securities market. Decree on the
"Approval of State Program on Development of Securities Market in the Republic 
of Azerbaijan for 2011-2020" has been signed by the President of the Republic of 
Azerbaijan. The main purpose of this program is to provide a range of capabilities 
to modern economics, meeting international standards, and operating with a higher 
efficiency, providing reliable risk management at the securities market.
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MATERIALS AND METHODS
As commodity exchanges are formed, special markets for exchange of valuable 

goods also have been created. The first emerging markets in the Middle Ages Europe
started with the agricultural development, trade and money exchange in the 12th

century, in the process of buying and selling the debts of agricultural communities;
in France, in the 13th century, Bruges merchants were involved in commodity purchase,
bankers in Venice, Pisa, Verona, Genoa and Florence in the 13-14th centuries were 
engaged in trade in government bonds and debts. At the second stage, with the 
commodity trade development and exchange with India and Southeast Asia in 1602,
East-Indian Company was established the Amsterdam Stock Exchange in Dutch, the 
London Stock Exchange was established in 1773. New York Stock Exchange in 
1817, and in 1971, for the first time in the world for all exchanges NASDAQ 
(National Association of Securities Dealers Automated Quotations) was established.

In the end of the 19th – start of the 20th century, extensive oil extraction in Baku 
started with the creation of a securities market in Azerbaijan. It is not a coincidence 
that establishment of the Baku Commodity Exchange in 1886 along with promoting
the trade of bonds and promissory notes also promoted economic development in 
Azerbaijan. As a result, at the beginning of 20th century, Bul-Bule Oil and Trade 
Joint Stock Company, Oil products stock company, Balakhany-Zabrat Oil Production
Joint-Stock Company, shares, promissory notes and bonds of companies engaged in 
oil production, processing, trade and transportation have increased the activity in the 
capital markets of the country, the rapid development of the oil industry and became
the cornerstone of the securities development.

From this point of view, the development of the securities market in Azerbaijan 
can be divided into two periods: (1) In the end of the 19th century, the period before 
the revolution; (2) After the independence of the Azerbaijan Republic, the period up 
to our modern era.

RESULTS
The transition to the market economy of the Republic of Azerbaijan, made a basis

to realize many urgent economic reforms in the country, and the new projects 
development. Such measures have created a new level of the securities market in the 
country and stimulated its development.

The factors causing the securities market in Azerbaijan are: (a) privatization of 
stockholder state enterprises into the stock societies; (b) increased interest of foreign 
investors and rising foreign direct investments in Azerbaijan economy; (c) creation 
of independent ventures and companies in the form of joint-stock companies; (d) 
development of small and medium businesses in the country. All of these factors 
encouraged beginning of the second phase of the securities market in Azerbaijan. 
Foreign investors in Azerbaijan, various economic entities, foreign companies and 
economic authorities began to release their securities.

The Baku Securities Exchange, which was organized in 1991, is the first stock 
exchange in the newly established securities market of the Republic of Azerbaijan, 
after the decision of the Cabinet of Ministers of the Republic of Azerbaijan "On 
Issuance of State Short-Term Bonds", the state securities market began to operate 
and were adopted Laws "On Securities" and "On Joint Stock Companies". As a result,
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issuance of securities in the republic, taking under the control and registering, issuing 
a license for securities issuance and combining the function of regulation of the 
securities market by the state, including as a state economic management body was 
established the State Securities Committee under the President of the Republic of 
Azerbaijan. This step is securities management in implementation of professional
fields assumes great importance. Despite the achievements, study of modern trends 
in the securities market in the Republic of Azerbaijan, there is a need to look for new 
opportunities.

With the beginning of economic reforms of the President H. Aliyev, in 1993, the
result of multilateral reforms promoted the acceleration of economic transformation 
processes in the securities market in Azerbaijan. As a result of these, the Auction 
Center and "Mulk" National Depository Center have been formed under privatization
process in 1995; an establishing over 1,000 joint stock companies; creating an investor
layer of 70,000 shareholders; creating State Committee for Securities under the 
President of the Republic of Azerbaijan according to the Decree (December, 30, 1998);
reconstruction of the National Depository Center, considered the main institution for 
the securities market infrastructure of Azerbaijan (September, 1999); creating of
depository services; an establishment of the Baku Stock Exchange (2000); formation 
of brokerage and dealer institutions (modern stock market intermediaries); Baku Stock 
Exchange created guarantee for active implementation of function of trade 
organization in the securities market.

If we summarize all abovementioned, we can conclude that financial market in 
the Republic of Azerbaijan can be considered fully formed in 1995. In 1998, turnover 
of non-denominated manat (national Azerbaijan currency) was 1767.7 billion, 4 stock 
exchanges, 547 joint-stock companies, about 79 commercial banks have been acted. 
At present, 15 exchanges operate in Azerbaijan. From this point of the view, the Law 
of the Republic of Azerbaijan "On Securities Market" assumed great importance in 
regulating the securities market and promotion its development. 

Various institutional and purposeful aspects of securities require continuous 
investigation of existing problems. Securities and stock market considering funding 
sources of all state and international enterprises, at the same time to have their own 
securities is very important for small businesses.

The Securities Market Infrastructure in Azerbaijan is shown in Figure 1.

Investment companies Deposits
Fund market

Companies Investment

Figure 1: Infrastructure of the Securities Market
Source: created by authors

In order to acquire capital, companies that want to earn a living for business areas 
are mostly issuing stocks and shares. They are the most widely distributed securities. 
In addition to stocks and shares, there are a number of securities types issued by 
companies for various purposes. According to the laws of the Republic of Azerbaijan,
stocks and shares are considered investment securities and the main purpose of their 
issuance is to involve investment in the business activity.
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The factor of high oil production in the country has a direct and indirect impact 
on the securities market development. Thus, the most valuable securities in Azerbaijan,
for the domestic market is the SOCAR bonds issued by the State Oil Company of 
Azerbaijan Republic (SOCAR). SOCAR bonds intended for internal market in 
September-October, 2016, issued in the amount of $100 million, 5-year maturity and 
5% annual yield, during the first two months of 2017, in the securities market of 
Azerbaijan performing bonds with a total of 38.6 million US dollars or 69.7 million 
manats, made up over 76% of operations in the securities market.

CONCLUSION
Development of the securities market in the Republic of Azerbaijan depends on 

various factors. Looking at economic reforms in the country, there is a great need 
for large-scale investments in Azerbaijan and creation of a civilian stock market. In 
this direction, many measures are being undertaken; one of them is the issue of state 
and cooperative bonds, shares, bills and other securities, their placement. Through 
the sale-purchase mechanism, necessary investment sources for expanding all spheres
of public funding are formed. At the same time, the privatization of state property 
has started. All these issued for involving of companies financial resources in this 
field and savings of the population with the purpose of their effective usage.

The main purpose of the securities market development, is selling securities at 
affordable prices and their transactions, depending on the economic conditions. For 
the effective securities market activity in the Republic of Azerbaijan it is appropriate to:
(a) form the securities sale markets in different economic areas; (b) mange organized 
and non-organized securities markets; (c) create conditions for the formation of all 
types of markets, both in stock and out of stock; (d) use traditional methods and 
informational technologies in the securities market circulation; (e) develop small and 
medium business in the country; (f) establish a primary market for securities trading.

The monetary policy implemented by the Government of Azerbaijan confirms 
the securities market development and its integration into the global financial market.
At present, the situation in the financial sector of Azerbaijan is stable and despite of 
the positive development pace, it would be important to benefit from the experience 
of developed countries in terms of protecting national securities interests.

Within the framework of the State Program "On Development of the Securities 
Market in the Republic of Azerbaijan for 2011-2020", it is accompanied by the 
phased implementation of the defined tasks, it is important to form the appropriate 
conditions for the gradual integration of the securities market in the Republic of 
Azerbaijan into international capital markets.
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