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Introduction and Summary { YABE

This research covers the current situation, challenges, and development prospects of the
agricultural sector in Azerbaijan.

Economic Role and Structure: Agriculture constitutes approximately 6% of the GDP and is one of the leading sectors
for employment. In the sector's structure, a large portion of production (85-20%) comes from individual and family
farms. The Shamkir region leads in terms of gross product output, Jalilabad in terms of sown areas, and the Sabirabad
and Mil-Mughan regions are leaders in animal husbandry.

Land Resources and Production: Only 23.5% of the country's territory is arable land, while 44.9% is unsuitable for
agriculture. Grain crops are cultivated on more than 60% of the sown areas, which indicates a need for diversification.
The production of livestock products shows a more stable growth compared to crop production.

Trade Balance: In terms of export value, cotton fiber (178.2million) and tomato (175.4 million) hold the main positions. In
imports, wheat is the clear leader (1.3 million tons), which indicates a strategic dependency for food security.

Main Challenges and Proposals: The primary problems of the sector are water scarcity, land degradation, fragmentation of
farms, limited access to financial resources, and the slow adoption of modern technologies. As strategic solutions, the
modernization of irrigation systems, the implementation of "smart agriculture” technologies, the promotion of farmer
cooperatives, and the stimulation of export-oriented, high-value product manufacturing are proposed.
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The Role of Agriculture in the Global Economy { YABE
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Agriculture, as the backbone of the global economy, directly provides for the livelihoods and food security of billions of people. The sector's impact on the world economy is
1% determined not only by direct economic indicators but also by its role in social stability and ecological balance.

Key Statistical Indicators:

< Gross Domestic Product (GDP): According to preliminary forecasts from the World Bank, the share of agriculture, forestry, and fishing in the global GDP was around
4% in 2024. This figure is vital for low-income countries, where it can constitute over 25% of the GDP.

< Employment; Based on recent reports from the UN's Food and Agriculture Organization (FAO), approximately 892 million people, or 26% of the global workforce,

were employed in agriculture in 2022. The entire food system (including production, processing, transportation, retail, etc.) provides jobs for about 1.3 billion people
worldwide. It is projected that this trend will not change substantially in the 2024-2025 period.

J Market Value: According to FAO data, the value of global agricultural production has nearly doubled in real terms over the last two decades, reaching 3.8 trillion USD

in 2022. Despite the impacts of climate change and geopolitical tensions, the value of this market is expected to continue growing due to increasing global food
demand.

ko Strategic Importance:

J Food Security and Growing Demand: According to UN projections, the world population will reach 9.7 billion by 2050, which requires a global food production increase of
approximately 50%. This makes agriculture the most strategic sector for the coming decades.

J Poverty Reduction: According to World Bank reports, growth in the agricultural sector is 2-3 times more effective at reducing poverty than growth in other sectors. The vast
majority of the world's poor live in rural areas, and their main source of livelihood is agrarian activity.

Raw Material Supply for Industry: The agricultural sector is an indispensable source of raw materials that ensures the continuous operation of critical industries such as food
J processing, textiles, biofuels, and pharmaceuticals.

Sustainable Development and Climate Impacts: Modern agriculture is responsible for approximately one-quarter of global greenhouse gas emissions and 70% of freshwater

J use.According to a recent FAO report, the hidden environmental and health costs of global agrifood systems are estimated to be over $10 trillion annually. Therefore, the
transition to smart and sustainable agriculture is critical for the future of the global economy.

s> employment, poverty reduction, and the development of other industrial sectors will grow even more. This confirms the strategic necessity for countries like Azerbaijan to
prioritize the modernization and sustainable development of the agrarian sector.

E Conclusion: Projections for 2024-2025 and beyond indicate that while the direct share of agriculture in the global GDP may remain stable, its fundamental role in food security,

Source: Food and Agriculture Organization of United Nations, International Monetary Fund, World Bank 4
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* The Share of Agriculture in the Azerbaijani Economy { YABE

Gross domestic product by economic sectors,
in actual prices, 2024, %

Share of agriculture, forestry and fishing in GDP byyears, % Investment™* in fixed capital by economic sectors, 2024, %

® Industry | Agriculture, forestry, and fishing*
W Industry m Transportation and storage 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
Agriculture, forestry and fishing B Tourist accommodation and food service activities m Construction W Transportation and storage
m Construction W Information and communication _ -
W Trade; repair of transport vehicles m Other sectors Blaformation and cogipiiEatEh yier sectors

W Net taxes on products and imports

Gross agricultural product by private owners, family peasant farms,

Gross agricultural product by agricultural enterprises, million AZN and households, million AZN

Gross output is the total value, calculated at actual selling prices, of all goods and services produced by agricultural enterprises and private owners, family peasant farms, and households
(including the value of intermediate consumption - semi-finished products - used during production).

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
B Plant-growing products W Livestock products B Plant-growing products M Livestrock products
Source: The State Statistical Committee of the Republic of Azerbaijan *In 2024, out of the total investment of 21.4 billion AZN, 283 million AZN was allocated to agriculture, forestry and fishing.
**These are expenditures aimed at the creation of material and technical infrastructure, the enhancement of production potential, production
capacity, and the long-term development of the economy. 5
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Physical volume index of agricultural production, . ' .
YO T I O e Number of agricultural enterprises and individual farms, units

Classification of agricultural lands, 2024, % . A : >
in comparable prices as a percentage of the previous year, %

120%
2.000

1.750

110%
1.500
1.250
100% 1.000
750

90% 500
2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

—#— Plant-growing products  ==e== Livestock products —#— Agricultural enterprises -=0-—=Private owners
wm Arable land Fallow lands

Permanent crops m Hayfields and pastures
m Lands unsuitable for agriculture The fact that only 23.5% of the land is arable while 44.9% is unsuitable for cultivation indicates the potential for

expanding the agrarian sector through more efficient management of existing resources and the reclamation of

unusable lands.
Structure of sown areas by all farm categories, %
The graphs show that while there was a sharp decline in the number of individual farms between 2016 and 2020,

the number of large agricultural enterprises remained relatively stable. This points to structural changes in the
61% 61% 62% 83% agrarian sector, such as the exit or consolidation of small farms. Although there has been a slight recovery in the

62% 61%
number of individual farms since 2020, it is still well below the 2016 level.
In the last years analyzed, there has been almost no change in the structure of sown areas; grain crops maintain
21% 23%
8% 9% 8% %%

their leadership with a share of over 60%. While this stability demonstrates the resilience of traditional production
2% for food security on the one hand, on the other, it indicates limited opportunities for diversification into alternative
crops that could generate higher income.

When looking at production volume indices, it is clear that livestock production has shown consistent and stable
growth over the last years, whereas crop production has experienced more pronounced fluctuations from year to

W Cereal and dried pulses W Industrial crops year. This confirms that crop production is more dependent on external factors like climate conditions, while
Potatoes, watermelons and melons, vegetables 1 Forage crops animal husbandry is a more predictable and stable area in the overall growth of agriculture.

2019 2020 2021 2022 2023 2024

Source: The State Statistical Committee of the Republic of Azerbaijan 6



Funds by Economic Sectors

Distribution of main funds by economic sectors for 2024

m Industry Agriculture, forestry and fishing

Construction m Transport and communication

m Other sectors

In the distribution of main funds (financial resources allocated for the funding of current and future
expenditures, programs, or social obligations) by economic sectors, the largest share belongs to

industry (64.5%).

In 2023, agriculture, forestry, and fishing accounted for 10.2 billion manats, holding a 3.5% share.

Like all other analyzed sectors, agriculture, forestry, and fishing has also followed an upward trend in
terms of its fixed assets in recent years.

Distribution of main funds by economic sectors, billion AZN

188,7

10,1
10,0 10,2

9.2

8.4 85

2019 2020 2021 2022 2023 2024 2019 2020 2021 2022 2023 2024

el |ndustry === Agriculture, forestry, and fishing

16,0
26,9

51,0

2019 2020 2021 2022 2023 2024 2019 2020 2021 2022 2023 2024 2019 2020 2021 2022 2023 2024

e=fl== Construction e=fl—=Transport and communication e=fl== Other sectors

Source: The State Statistical Committee of the Republic of Azerbaijan
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e Employment in Agriculture and the Financial Situation of the Sector { YABE

Distribution of employed population by economic activity, %

Share of population employed in agriculture, thousand persons

Agriculture, forestry, and fishing is

12.000 6.000 : -
one of the sectors with the highest
10.000 5.000 . 1
= i concentration of the country's
80% 8.000 4008 employed population.
60% 6.000 3.000
40% 4.000 2.000 Although the share of the urban
20% 2.000 1.000 population has consistently been
0% 0 0 predominant, this trend has
2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 .
accelerated even more since 2018.
HEEN Total population (left scale)
m Other sectors W Agriculture, forestry and fishing W People living in rural areas (left scale) .
Construction Indsutry =====s Population employed in agriculture, forestry and fishing (right scale) AIthough In recent years there has
M Transportation and storage B Information and communication Total employed population (right scale) been a growth trend in per capita

gross domestic product in
Financial results of the activities of agricultural enterprises, agriculture, forestry, and fishing,

Comparison of per capita gross domestic product, in manats million AZN this sector still holds a very small

share in the national economy.
13,292
12,115 12,383 200 . . o o
While the financial situation in crop

160 production and animal husbandry

120 has followed a similar pace, in

20 recent years, this has resulted in
crop production losing its dominant

%0 position over animal husbandry due

638 666 706
2 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
2022 2023 2024
m Total economy Agriculture, foresty and fishing el Profit or loss (-) in crop production g Profit or loss (-) in animal husbandry

Source: The State Statistical Committee of the Republic of Azerbaijan 8
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e Leading Agricultural Regions in Azerbaijan { NAEB

Gross agricultural product, 2023, million Total sown area of agricultural crops,
AZN 2023, km?

Shamkir 746.8 Jalilabad 816.5
Sobirabad 100 Sobirabad 670.6 With 746.8 million AZN in agricultural output,

the Shamkir district surpasses other districts
Jalilabad 466.4 Aghjabadi 576.1 P ’

_ demonstrating its leading position in the

Barda 419.8 Kurdamir 573.3 . ) )

country's agrarian sector. It is followed by
Khachmaz 416.6 Barda 5504 . . _

Sabirabad (519.9 million AZN) and Jalilabad
Tovuz 372.9 Saatly 535.9 —

(466.4 million AZN).
Aghjabadi 369.7 Sheki 504.5
Absh 313.3 Bil 495.1 : o L L.

=heren nastvar The Jalilabad district ranks first in the cultivation

Guba 274.2 Beylagan 486.2

of agricultural crops with a sown area of 816.5
AklieEta 23k NN (S km? This indicator highlights the district's

significant role in crop production.

2023, tons In meat production, the Siyazan district is the

Siyazan 24,122 Sabirabad 124.6 leader with an indicator of 24,122 tons. This
Shabran 14,612 Barda 104.2 shows how specialized the regionis in the

Ujar 13,088 Imishli 95.9 livestock sector.

Barda 12,137 Jalilabad 91.0

Khachmaz 10,866 Yevlakh 79.4 The Sabirabad district ranks first in the category
Sabirabad 10,603 Aghjabadi 78 3 of cattle with 124.6 thousand heads. The Barda
Jalilabad 8,632 Masall 741 (104.2 thousand heads) and Imishli (95.9

Imishli 7760 Aghdash 68.8 thousand heads) districts are also among the
Salyan 7,734 Saatly 68.1 leaders in this field.

Aghjabadi 7,381 Salyan 61.4

Source: The State Statistical Committee of the Republic of Azerbaijan 9
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¢ Consumption and Production of Agricultural Products

Per capita production of agricultural products, kg
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Note: Respectively, the trend of the top 5 (five) products in 2024 (by production) and 2023 (by consumption) has been presented.
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¢ Productivity in Crop Production in Agriculture = )) AP

Sown areas of agricultural crops, by all farm categories, Planting area of total and fruit-bearing age fruit and

thousand hectares berry trees, thousand hectares

227 232
1738 200 & - - —
: 1717 186 186
1.614 1585 1.628 1.631 : 1.624 1.633 148 154 160
' - 1535 139 144 133 138
I | I 123

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

W Planting area Of which, fruit-bearing age

Productivity of agricultural crops by type for 2024, centners per hectare

v Looking at the period analyzed, the total sown area of
agricultural crops is around 1.5-2 million hectares, of
which 140-240 thousand hectares are accounted for by
fruit and berry plantations.

Y For 2024, the largest share of the sown area of
Fruits and agricultural crops belonged to cereal and dried pulses
peres 71 (10.21km2).

Y The highest productivity in 2024 was observed in sugar
beet.

Watermelons and Vegetables, Potatoes, Cotton
Sugar beet, 443 melons, 254 pale 193 30
leaf, 13

Source: The State Statistical Committee of the Republic of Azerbaijan
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¢ Agricultural Lands and Sown Areas Riatois
D'St”b“t'onfzt ;%réc‘:lultural lands Sown areas of agricultural crops, thousand hectares 2 Alarge part (93%) of the country's agricultural
lands is comprised of hayfields and pastures,
e 989 999 986 948 1.021 and arable land.

4 Among cereal and dried pulses in 2024, the
367 376 379 373 346 356 largest share belonged to wheat (546 thousand
ha) and barley (421 thousand ha), and the

130 148 122 144 122 145 125 140 113 128 127 129
] ] ] B [ N volume of each of these two crops individually
2019 2020 2021 2022 2023 2024 was greater than that of other categories for
Arable land W Fallowland Cereal and dried pulses W Industrial crops the respective year
Permanent crops B Hayfields and pastures Potatoes, vegetables, watermelons and melons W Fodder crops

The total arable land in the country equals 23% of Azerbaijan's territory. In 2024, total agricultural lands constituted more than half (65%) of the country's territory,
where the highest share belongs to hayfields and pastures, and the lowest share to fallow lands.

thousand hechtares

2.057
273 2423 2423 2418 2415 2.414 2.406

54 59 274 274 274 275
-— g —p—=
0 30 30 i/I/. = -——a—=—=
—n - 260

2019 2020 2021 2022 2023 2024 2019 2020 2021 2022 2023 2024 2019 2020 2021 2022 2023 2024 2019 2020 2021 2022 2023 2024

emi= Arable land eml= [ allow land e=fl== Pcrmanent crops === Hayfields and pastures

Source: The State Statistical Committee of the Republic of Azerbaijan



Animal Husbandry in Agriculture

Classification of livestock products produced in 2023 by economic regions, tons (ranked from highest to lowest by meat production)

Guba-Khachmaz ¥ 56902 182,091 186,342 82,672

Central Aran ¥ 38430 ¥ 344165 Y 268912 133,221 1,291
Karabakh X 27,282 307,590 X 355,906 103,308 X 1,596
Mil-Mughan 26,961 Y 348,462 Y 256,650 Y 299,154 Y 1887
Lankaran-Astara 23,791 X 321473 240,514 150,103 807
Shirvan-Salyan 22,673 178,392 137,977 X 489,998 1,182
Gazakh-Tovuz 22,134 192,400 192,996 91,214 ¥ 2135
Shaki-Zagatala 19,826 214,444 191,191 38,892 1,116
Nakhchivan Autonomous Republic 12,542 60,283 62,234 75,163 902
Mountainous Shirvan 11,528 125,704 136,169 57,230 1,229
Absheron-Khizi 11,117 29,982 64,628 X 540,982 297
Ganja-Dashkasan 9 071 Q7 595 126,972 46,509 1031
East Zangezur 6,591 Q7024 57,374 16,356 /85
Baku city 2,195 8,114 6,126 3,352 34

aaaaaaaaaaaaaaaaaaaaaaa

Y In 2023, the Guba-Khachmaz economic region held the leading position in meat production, while the lowest production occurred in Baku city, where climatic and
geographical factors play a significant role.

Y The highest concentration of cattle is found in the Mil-Mughan, Central Aran, and Lankaran-Astara economic regions. The leading districts within these regions are
Sabirabad (124.6 thousand heads), Yevlakh (79.4 thousand heads), and Jalilabad (91 thousand heads), respectively.

v Inegg production, the Absheron-Khizi economic region has the largest share, with the Khizi district being the leader (75% of production).

Source: The State Statistical Committee of the Republic of Azerbaijan
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Animal Husbandry in Agriculture { YABE

Production of livestock products by agricultural enterprises Except for eggs, in 2024 for all

types of livestock products, the

total output volume from private

70 130 0.5
1.200 ’ .
66 o owners, family peasant farms, and
0,4
- 1.050 households exceeds that of
90
0,3 . .
900 agricultural enterprises.
54 50 750 . '
b Since 1998, there has been no silk
" * ¢00 : duction by agricultural
Tweroeog Ny Swer@eoR QS sweproooR NS B e 5 3 O 3 cocoon production by agricultura
SRRIRIILRRRR RRRKIIRQRIRRKR RRIIRRIQRIRRR SRIERIRIQLIRIRRR enterprises in the country.
e [Meat (in slaughtered weight), thousand e Milk, thousand tons e Eggs, million units e \N 00|, thousand tons
tons

Production of livestock products by private owners, family peasant farms, and households

350 2.300 1.300 18 750
320 600
2.150 1.150 16
290 450
2.000 1.000 14
260 300
1.850
230 850 12 150
200 1.700 700 - 10
S 10 9o 0o o0 g N®MY S 10 O OO0 g N MY W ok >0y YT S 0 O OO0 g N MY S 0 0o ®o>O0 g N Y
"""""" N T 5o o 0o o Y S 9 a9 © o0 0900 Yo S 556 56006693 Y4A« B EEEEEER R
Q2338823 Q R R R« RQ R N aacNaaQ«888 SRR Q QL2 N aacdaxa «838
== Meat (in slaughtered weight), thousand e Milk, thousand tons e Eggs, million units s \W 00, thousand tons e COCOONS, tONS
tons

Source: The State Statistical Committee of the Republic of Azerbaijan



Animal Husbandry in Agriculture =) AP

Livestock per 100 households in rural areas, head

697 685
665 672 658
645 630 612 599
554
213 225 222 222 218 216 215 214 21 203
I 0'3 I 0’3 I 0'2 I 0,3 I 0’3 I 0'3 I 0'3 I 0,2 l 0'2 l 0'2

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

m Cattle W Sheep and goats Pigs

Production of meat by type, in slaughtered weight, by farm categories, thousand tons
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Source: The State Statistical Committee of the Republic of Azerbaijan
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Number of combines (machines) per thousand

Sown area of respective crops per
hectares of respective crops, units

combine (machine), hectares

31,3 5.359
5.086
4105
21,9
6,8 57 ez 1163
48 48 4,8 49 4,9 ' 52 POl 856 o
37 38 37 38 37 33 640
12 1,3 1,6 272 210 2 262 207 269 266 268 308

02 98 I I 02 99 I 02 M 0,2 0,2 I 0,2 I 0 208 146 20 36 203 36 204 32 V6 a6 171

— _— [ ] [ ] [ ] [ B e mm — . — . | — T

2019 2020 2021 2022 2023 2024 2019 2020 2021 2022 2023 2024

Cereals harvester Grain maize harvester ~ m Potatoes harvester ~ W Beet harvester  m Cotton harvester Cereals harvester Grain maize harvester ~ m Potatoes harvester ~ mBeet harvester ~ m Cotton harvester

In 2023, the sale of agricultural machinery and equipment to agricultural producers

Total value of equipment sold and provided to agricultural producers
by the state on preferential terms, million AZN

Machinery and equipment Quantity, units 260

by the state on preferential terms (Top 10)

Mowers 269

Ploughs 191

Other agricultural machinery and equipment 120

Tractors 14

Seeding machine 103

Spray and pollinate 84

Dutch harrow /8 29 31

Cereals harvesters combines 69 =

Mineral fertilizer spreaders 62 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
Grass pressing machines 37

Source: The State Statistical Committee of the Republic of Azerbaijan 1 6



International Trade of Agricultural Products of Azerbaijan

Top exported agricultural products by volume, for 2024,

thousand tons

Top exported agricultural products by value, for 2024,

million US dollars

154,
343 145,6
19,9

97.8
. :

H Persimmon mTomato m Cottonfiber mApple Potato

Top imported agricultural products by volume, for 2024,
thousand tons

12920

375,0

181,3
85,3 64,3

_ .

m Wheat mVegetablesandfruits m Vegetableandanimalfatsandoils mCorn

W Vegetables and fruits

178,2 175,4

128,9
13,7
. ]

m Cotton fiber

B Persimmon

B Tomato Hazelnut

m Apple

Top imported agricultural products by value, for 2024,
million US dollars

2818 279,7

1736
129,6
- =

B Wheat Butter and other fats made from milk mWMeat mTea

v Although persimmon leads in terms of volume among exported products, cotton fiber generated the most revenue with 17/8.2 million USD.

v Even though meat and tea are not in the top five of imported agricultural products by volume, more than 200 million USD was spent on the import of these products in 2024.

Source: The State Customs Committee of the Republic of Azerbaijan
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The Structure of the Gross Agricultural Product

B Agricultural enterprises B Private owners, family peasant farms, and households

J
Cereal and dried pulses, 14% y
Industrial
crops, 3%
Milk, 16%
S s
Fruits and o = : o 2
Vegetables, 25% berries, 9% 5§ Livestock and poultry, 34% 23
273 Os
58
J

Cereal and

dried pulses,
9%

~
3]
20
81—
22
= 5
23

0
-'-'L
O a

Fruits and
berries, 12%

Industrial
crops, 2%

Milk, 5%

Vegetables, 14%

Livestock and poultry, 30%

Other crop
products, 1%

Watermelons
and melons, 2%

In 2024, vegetables held the
largest share at 25.4% in the

crop production structure of
agricultural enterprises.

For private owners, family
peasant farms, and households
vegetables also lead the crop
production structure (14%).
For both enterprises and
individual farms, the smallest
share belongs to tea.

In livestock products, for both
agricultural enterprises and for
private owners, family peasant
farms, and households,
livestock and poultry rank
first with 29.9% and 33.5%,

respectively.

Source: The State Statistical Committee of the Republic of Azerbaijan
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Lending to Agriculture Sector ¢ YABE

Loans to legal entities operating in agricultural, forestry or

fisheries sector mill GRS Short-term loans to private enterprises, million manat

105
1.000 90
800 75
60
600
400 ——
30
- . n ‘ n L L
; B e — , B= =l =i
2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
e SHOTt-term e | ong-term M Local currency [ Foreign currency

Long-term loans to private enterprises, million manat

During the analyzed period, loans to state-owned enterprises held a negligible share in

the sector (long-term loans, averaging 2.8 million AZN equivalent). The highest volume

was recorded in 2023 at 16.8 million AZN equivalent (15.1 million AZN equivalent in

765
foreign currency, 1.7 million AZN in national currency).

615

465 The share of long-term loans in the total loans issued to legal entities operating in the

agriculture, forestry, and fishing sector is noticeably large (406 million AZN equivalent for
315
the year 2024 - 86% of the total loans issued under this criterion).
16
15 The large-scale increase in the volume of short-term loans in 2022 is associated with the

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

o

post-pandemic economic recovery period.

Ml Local currency M Foreign currecy

Source: Central Bank of the Republic of Azerbaijan, statistical bulletin



Vegetable production, 2023,
thousand tons

Gross agricultural product, 2023,

billion US dollars

Russia 13,789
Uzbekistan
Kazakhstan
Belarus 10.2
L] 4,741
Azerbaijan 7.2 3,026 2,801
. ' 1,826
Tajikistan [ 5.8 . . 1217 607

Kyrgyzstan | 4.4
Armenia J| 2.3
Moldova | 17

Cattle and poultry meat production**,

Production of cereal and dried pulses,

2023, thousand tons 2023, thousand tons

16,508 142,600

17,097
449 398 380 176 130 7,063 3172 1748 1,743 1398 291
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* Comparison between Azerbaijan and Other Countries

(A
S YAEB

Share in the
country's J
territory

Forest covered

C t
ouRilS land, thousand ha

Istar sektordaki Gmumi mahsul,
istarsa da ayriligda teravaz,

Russia 808,790 47.9% mal-gara va qus ati ve danlilar va
Belarus 7894 38.0% denll—.p"axlall b|tk|ler|n“|stehsal

hacmi Uzra Rusiya muqayisa
Azerbaijan 1040 12.6% olunan élkalar arasinda an
Moldova 329 10.0% ondadir (93 milyard ABS dollan).
Armenia 283 10.0% .

< Azerbaycan 2023-cu ilds kand
Uzbekistan 3,295 8.0% tasarrtifatinda MDB dlkslori
" dayarinda mahsul istehsal

Tajikistan 410 2.9% T

etmisdir.
Kazakhstan 3,337 1.2%

< Danlilar ve danli-paxlal bitkilarin
istehsali Uzras Rusiyadan sonra an
cox istehsal 171 milyon ton il
Qazaxistana maxsusdur.

Total wood stock,

million m?

4 Mesasile ortull torpaq sahasinin
157 157 . . :
;51 152 153 155 = olks srazisindaki payi baximindan
144 Azarbaycan muqayisa olunan
olkalardan yalniz Rusiya ve
Belarusdan geri galir.

Y Umumi adac ehtiyati (izra 6lkada
2019-cu ildan etibaran (istisna:
2023) azalan tendensiya
musahida olunur.

104 105

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

*180 kg per person
**In slaughtered weight for Azerbaijan, in live weight for other countries

Source: The State Statistical Committee of the Republic of Azerbaijan
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Agricultural Subsidies in Azerbaijan: Strategic Support and Digital Transformation ¢ YABE

Objective: To increase productivity, reduce costs, and modernize the agrarian sector.
Management: All applications and payments are carried out digitally via the "Farmer's Card".

Key Support Mechanisms 2024-2025 Strategic Priorities

» Sown Area Subsidy (per hectare): » "Green"initiatives (COP29):
® The base amount is 200 AZN/ha and varies depending on crop type; ® An additional 60 AZN/ha subsidy for farmers using modern irrigation
® Upto12,000 AZN in support for intensive orchards. systems (from 2025).
» Crop Subsidy (per ton): » Food security:
e Stimulates the production and supply of strategic crops ® Special focus on the production of food-grade wheat and other strategic
(wheat, cotton, corn, etc.); crops (soybeans, sunflower);
e Example: 100 AZN/ton for food-grade wheat, 195-210 AZN/ton for cotton. e Crops such as wheat and barley are covered by agricultural insurance.
» Machinery Discount: » Strengthening export potential:
® A40% state discount on the purchase of agricultural machinery. e High-coefficient subsidies for the production of high-income and

export-oriented products (hazelnuts, pomegranates, etc.).

Although the purpose of providing subsidies is to support small and medium-sized farmers, due to the scale of their farms and production volumes, large agricultural
holdings and clusters remain the main beneficiaries, attracting the largest share of state support. Among economic regions, Central Aran and Karabakh are the leaders,
owing to cotton and grain subsidies.
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Trend of Subsidies Directed to Agriculture ¢ YABE

Direct subsidies and concessions,

Notes and main directions

million AZN
2014 230 Mainly concessions on the sale of fuel, motor oils, and fertilizers for agricultural machinery.
2015 215 General reduction in budget expenditures and the impact on agricultural subsidies amidst falling oil prices.
2016 160 Post-devaluation period, a decrease in the volume of subsidies.
2017 270 Increase in subsidies for the development of cotton and tobacco production.
2018 380 Strengthening of support for strategic products (cotton, tobacco, silk cocoons).
2019 450 Transition year to a new subsidy mechanism. Implementation of the Electronic Agricultural Information System.
2020 470 Transition to a fully digital system. The sown area subsidy became the main type of support.
2021 480 Despite the pandemic, the volume of subsidies was maintained and increased.
2022 530 Food security became a priority, with increased focus on wheat production.
2023 560 Crop subsidy (100 AZN/ton for wheat) was introduced; the volume of support increased.

Crop Production (Agriculture) Sector: The main and absolute majority of subsidies are directed to this sector, as the primary support tools are specifically
related to crop production:

< Sown Area Subsidy: Paid per hectare.

< Crop Subsidy: Paid per ton for crops such as cotton, tobacco, sugar beet, and wheat.

< Machinery Discount: The 40% discount on tractors, combines, and other machinery is mainly used in crop production.
4 Seed and Seedling Subsidy: Directly related to crop production.

The Livestock Sector: Subsidies allocated to this sector are more specific and smaller in volume:

4 Artificial Insemination Subsidy: 100 AZN is paid for the artificial insemination of each head of breeding animal. This is aimed at improving the breed composition of livestock.
< Beekeeping Subsidy: A subsidy of 10 AZN is provided for each bee family (hive).
< Silk Cocoon Subsidy: A subsidy per kilogram of raw silk cocoons produced (a type of crop subsidy).

Source: State budget drafts of the Ministry of Finance of the Republic of Azerbaijan, official press releases and press conferences of the Ministry of Agriculture and the Agrarian Subsidy Council.
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Prospects for Agricultural Development in Azerbaijan

Scarcity and
inefficient use

Land degradation
and decline in fertility

of

water resources

¥

Modernization of
irrigation systems and
application of
water-saving
technologies

Widespread adoption
of "smart agriculture"
elements

of farms

Promotion of farmer
cooperation

Small land ownership
and fragmentation

Weakness of the The two-sided
supply chain and effects of climate

market infrastructure change

Expansion of the
agricultural insurance
mechanism

Strengthening of
science, education,
and advisory services

The shortage of
qualified personnel,
modern and
agrotechnological
knowledge

4
=©)

Stimulation of Support for
high-value and agroecological and
export-oriented organic production
product

manufacturing
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Disclaimer

This document is the property of and has been prepared by OJSC"IBA" (hereinafter referred toas "IBA") as part of its internal research coverage, solely for general informational purposes and independently of the
respective companies mentioned herein. This document shall not constitute or form part of, and should not be construed as, an invitation to invest orinvestment advice, legal advice, or any other type of professional
advice. Nothing contained herein shall form the basis of any contract or commitment whatsoever or shall be considered as a recommendation to take any actions regarding the information provided.

This document is subject to verification, completion, and change without notice, and IBA is not under any obligation to update or keep current the information contained herein. Opinions, forecasts, and estimates
provided herein are based on information obtained from third-party sources believed to be reliable and in good faith and may change without notice. Third-party publications, studies, and surveys state that their data has
been obtained from reliable sources, but accuracy or completeness is not guaranteed. Accordingly, undue reliance should not be placed on any such data contained in this document.

While every effort has been made to ensure the accuracy of the information contained herein, no representation or warranty, expressed or implied, is made by IBA, or any of its respective directors, employees, affiliates,
advisers, or agents about the completeness, accuracy, reliability, suitability, or availability with respect to the content of this document. Any reliance you place on such information is therefore strictly at your own risk. We
disclaim any liability for any loss or damage, including without limitation, indirect or consequential loss or damage, or any loss or damage whatsoever arising from the loss of data or profits arising out of, orin connection
with, the use of this document.

This document may contain forward-looking statements, which are based on certain assumptions and expectations of future events. Actual results, performance, or achievements could differ materially from those
expressed orimplied in such forward-looking statements. We do not undertake any obligation to publicly update or revise any forward-looking statements to reflect events or circumstances that may arise after the date
of this document. The inclusion of any links or references to third-party websites does not necessarily imply a recommendation or endorse the views expressed within them.

Before making any investment decisions or taking any actions based upon the information provided, we strongly encourage you to consult with a qualified professional advisor. IBA may or seek to do business with

companies covered in its research. As a result, you should be aware of a potential conflict of interest that may affect the objectivity of the information contained in this document. Unauthorized copying, distribution,
publication, or retransmission of all or any part of this document by any medium or in any form for any purpose is strictly prohibited.
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+99412 493 00 91 (ext.. 1416)
abb-research@abb-bank.az

Risk Management Department,
Market Risk Management Division

Nurlan Safarzade

+99412 493 00 91 (ext.. 1422)
abb-research@abb-bank.az

Risk Management Department,
Market Risk Management Division

Azar Hazizade

+99412 493 00 91 (ext.. 1441)
abb-research@abb-bank.az

Risk Management Department,
Market Risk Management Division
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