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Azerbaijan's economy has seen its 
growth curtailed in recent years. 
GDP growth more than halved 

from 5.8 per cent in 2013 to 2.8 per cent 
one year later and again to an estimated 
1.1 per cent in 2015, according to the 
IMF. Moreover, it expects a three per 
cent contraction of the country's GDP 
in 2016 although in September 2016 it 
revised this indicator up to -2.4 per cent. 

In addition to lower economic output, 
the state budget was also impacted by 
the global fall in oil prices, running into a 
deficit of 3.7 per cent of GDP, according 
to the State Statistics Committee. The 
government now seeks broad structural 
reforms to put Azerbaijan on a stronger 
non-oil and private sector growth foot-
ing, while a restructuring of the banking 
system has been advised by the IMF. 

Construction, which contributed 12.5 
per cent to GDP in 2015, now depends 
to a large extent on foreign investment. 
Parliament's passing of the build-oper-
ate-transfer (BOT) model bill is helping 
to speed up large-scale construction 
schemes funded by foreign investment.  

The infrastructure sector is benefitting 
from key projects such as the develop-
ment of the Baku-Tblisi-Kars railway, the 
Bingadi-Novakhani-Jorat highway and 
the Trans Anatolian gas pipeline. 

The housing sector has been boosted 
by the creation of the State Housing 
Construction Agency (SHCA) in April 
2016. Part of the initiative is to encour-
age multi-storey residential building with 
the first 2000 apartments to be built on a 
11.6ha plot along Baku’s outer ring road, 
in Yasamal district, with further devel-
opments in Ganja, Sumgait, Lankaran, 
Misalli and Shamkir. 

To reduce the number of unregistered 
safe houses in a country with a housing 
shortage, structural reform is also being 
sought. Private homes built before 2013, 
where the owner holds the right of land-
ownership, will not need design docu-
ments to be registered as legal. 

Consumption
Cement demand in Azerbaijan stood at 

4.3Mt at the end of 2014 but fell to an 
estimated 2.6Mt in 2016. The national 
statistic office has attributed this decrease 
to lower public and private spending. 

Key end consumers are the ready-mix 
market with a market share of 38 per 
cent, followed by retailers (27 per cent) 
and precast concrete elements and prod-
ucts (26 per cent). The construction and 
dry mortar segments account for seven 
and two per cent, respectively. 

There is a fairly even split between 
bagged and bulk cement. In 2015 around 
52 per cent of cement was sold as bagged 
cement while 48 per cent was supplied in 
bulk. Cement is predominantly delivered 
by road in 24-32t trucks.

Production
Cement production capacity has 
remained at 5.2Mta for a few years now, 
but only about a third of this is required 
at present. In 2015, cement production 
stood at 3.04 per cent, up slightly on the 
previous year. However, with domestic 
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The global fall in oil prices has affected Azerbaijani government 
spending, but the country's cement market is expected to recover 
in 2018.

Azerbaijan’s cement production base
Company Capacity (Mta) Plants (No.)

Norm LLC 2.00 1

Holcim (Azerbaijan) OJSC 1.90 1

Akkord 1.00 1

Gemikaya Group 0.26 1

Source: Industry sources
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demand declining steeply, 2016 produc-
tion amounted to just 2.31Mt. 

Holcim OJSC accounts for around 
40 per cent of the domestic market.  It 
has received significant investment from 
the European Bank for Reconstruction 
& Development to improve its fuel and 
energy efficiency with the bank taking 
its stake in the company to 20 per cent.

Gemikaya Group opened a 800tpd 
(0.26Mta) factory in 2011, built by 
China’s Pengfei Group.

Norm LLC was launched in July 
2014 when it opened the 2Mta Qizildas 
cement plant, built by CNBM-owned 
China Triumph International Engineering. 
Output at the works in Garadagh, Baku, 
reached 0.54Mt in 2014. Claudius Peters 
supplied a 5500tpd ETA 10610S clinker 
cooler to the plant with 10 static inlet 
rows, six parallel aerated lanes and 10 
air channels. The cooler is also equipped 
with a roller crusher. The concrete works 
for the clinker discharge hole and pre-
heater foundations were carried out by 
MCC Tiangong Construction Group of 

China. Further initiatives in 2016 at the 
plant included investment in oil well 
cement production to help exports to 
Russia and Kazakhstan.

Akkord’s Gazakh Cement Plant LLC 
(GCPL) saw its 2500tpd line completed 
in 2014 and is currently working on the 
second kiln line, which is due to start 
up in 2017. This will take the plant’s 
cement capacity to 3Mta. In September 
2016, GCPL was merged with Akkord 
Concrete LLC within the Akkord Industry 
Construction Investment Corp.

In May 2016 the Azerbaijani gov-
ernment announced a joint pro-
ject with local investors to build a 
RUB15,112m (US$262.7m), 1.8Mta 
greenfield integrated cement plant in 
Dagestan, between Makhanchkala and 
Kaspiysk. Earlier in April, the Agency for 
Entrepreneurship and Investment held 
talks with UAE investors who wanted 
to build a 1.5Mta cement plant in 
Dagestan. Extenders such as slag, fly 
ash and microsilica are used mainly by 
ready-mix companies in projects where 

high-strength and self-compacting 
concretes are needed. In terms of min-
eral additives, producers use limestone 
and volcanic ash (natural pozzolan).

Prices
Ex-works bulk cement prices (excl VAT) 
range between AZN78-84/t in 2016 and 
this has widened from the price range of 
AZN75-80 in 2015. Prices of imported 
cement in May 2016 were just under 
AZN80/t (US$46.60/t). 

Exports
Norm LLC plans to export undis-
closed volumes of cement to southern 
Russia, Kazakhstan and Turkmenistan.  
Meanwhile, Akkord Cement was 
reported as exporting 91,000t of clinker 
in 2015. In January 2016 alone it won 
contracts for 200,000t of exports with 
Georgia as a potential market. Gemikaya 
Group exported to Iran and Turkey.

Imports
Azerbaijan imported around five per 
cent of its domestic demand with clinker 
imports adding a further 10 per cent. 

Georgia has been a regular source 
of cement imports, but as Azerbaijani 
prices are now 3-10 per cent lower and 
the country considers itself now self-suf-
ficient, imports have tailed off. In addi-
tion, measures to protect the domestic 
industry from imports were announced 
in the summer of 2016 and were due to 
come into force on 1 November 2016.

Outlook
Azerbaijan can expect GDP growth of 
just under one per cent in 2017, acceler-
ating to 2.2 per cent the following year, 
according to the IMF. Cement demand 
is expected to rise to 2.68Mt in 2017 
and will remain stable throughout 2018 
at 2.81Mt. Modernisation and new 
capacity in the industry will lead to 
more efficient production but the sector 
needs an increase in domestic demand. 
Export markets are anticipated to remain 
competitive. n

In summary
4 plants  
5.2Mta cement capacity
n �Cement consumption to        

recover in 2018
n Prices to remain largely stable.

Azerbaijan’s cement market expected to pick up in 2018

2014A 2015A 2016E 2017F 2018F

Consumption (Mt) 4.30 3.29 2.60 2.68 2.81

Change (%) -2.3 -23.5 -21.0 +3.1 +4.9

Production (Mt) 3.02 3.04 2.31 2.63 3.03

Exports (Mt) 0.08 0 0.19 0.21 0.22

Imports (Mt) 2.24 0.35 0.31 0.26 0

Source: ICR Research
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