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Key Developments

=  According to the preliminary estimates of the National Statistics Office, in May 2021, the real GDP growth rate was 25.8
percent and average growth rate of first five months was 11.5 percent. At the same time, Seasonally adjusted monthly
economic growth compared to the previous month amounted to -8.3 percent, which is explained by the exhaustion of the one-

time effect of opening the economy in April;

= Annual inflation stood at 9.9 percent in June, while seasonally adjusted annualized core monthly inflation was 4 percent;

= |In May, exports increased by 45 percent year-on-year and imports increased by 40.3 percent year-on-year, increasing the

trade deficit by 36.5 percent year-on-year to 420.9 million USD;

= The real effective exchange rate for May depreciated by 3.8 percent compared to the same period of the previous year and

appreciated by 1.1 percent compared to the previous month;

= The National Bank of Georgia left the monetary policy rate unchanged at 9.5 percent;

June | 2021



Economic Growth in May was equal to 25.8 percent

Economic Growth, % y/y

50%

44.8% » Estimated real GDP growth rate in May 2021 equaled 25.8
40% percent YoY and average annual real GDP growth rate for the
30% 25.8% first 5 months equals to 11.5 percent.
20%
* As of May, seasonally adjusted economic growth was -8.3
0% 48% 5.2% 4.8% 5.4% 4.6% 5.0% 2 35 dto th . h
3% percent compared to the previous month.
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: * In May 2021 the estimated real growth compared to the same
-13.2%
-20% period of the previous year was observed in the following
a1 Q2 Q3 Q4 a1 Q2 Q3 Qa a1 Apr May
5018 5019 5019 5020 5020 2021% activities:  Manufacturing, Financial and Insurance activities,
. Trade, Real estate activities, Hotels and restaurants, Construction,
Economic Growth, % m/m
20% Transportation and storage.
15%
10%
5%
0%
-5%
-10%
-15%
-20%
()] [e)} ()] [e)} ()] [e)} [e)] [e)} ()] )] [e)] )] o o o o o o o o o o o o — — — i —
< o7 S 9 g 7 g H d d g g g g g g g g g g g g g g g g q
c Keo) = = > c = oo Q. + > O c Q0 = = > C = oo Q. += > [S] [y Kol = = >
s 22233328328 =¢ 2288332280282 2 2232
Seasonally Adjusted Economic Growth, % m/m
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According to preliminary estimates, real GDP fell by 4.5 percent in the first quarter of 2021

Real GDP growth by economic activity, 2021 | Quarter
60% 2%

According to preliminary estimates, in the first quarter of 2021,

40% ® Annual Growth 2% compared to the corresponding period of the previous year, real
1%
GDP decreased by 4.5 percent.

20% Contribution to Growth (RHS) 1%
I - o g industr i bt
0% — * The following industries have made a significant contribution to
& | I 1%
growth:
-20% -1%

- * Mining Industry: 50.3% y/y (0.6 pp)

-40% * Financial and insurance activities: 24% y/y (1.5 pp)

-2%

* Information and communication: 16.8% y/y (0.6 pp)

-60% -3%
Construction Transport and Provision of Real Estate Arts, Fun and Mining Industry Information and Financial and Health and social Other

warehousing accommodation Recreation communication  insurance activities  service activities ° Heolfh Gnd SOCi0| SerVice GCﬁViﬂeS: ]3-3% Y/Y (0-6 pp)

GDP by economic activity, 2021 | Quarter

The following industries have made a significant contribution to
the decline:

* Provision of accommodation: -54% y/y (-2.2 pp)

» Arts, Fun and Recreation: -25.4% y/y (-1 pp)

bli Financial and - C e 0 )
admi:iustr;ction, Agriculture , insurance Construction: -19.4% y/y (-1.1 pp)

8.3% 6.6% activities , 6.2% * Transport and warehousing: -9% y/y (-0.5 pp)

» Real Estate: -6.4% y/y (-0.9 pp)

Transportation Human health
Wholesale and and storage , and social work
Other, 23.4% retail trade , 14.9% Manufacturing , 10.6% Construction , 6.8% 5.8% activities , 5.5%

Source: Geostat, author’s calculations
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Trade Deficit increased by 36.5 annually

Change of Domestic Export, %y/y
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Change of Import, %y/y
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Decomposition of Change of Import, %y/y
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Export increased annually by 45
percent to 339.4 million USD in May.

Domestic export increased annually by
32.5 percent to 239.5 million USD.

Import annually increased by 40.3
percent to 742.3 million USD in May.

Trade deficit annually increased by
36.5 percent to 402.9 million USD in
May.

Share of re-export is equal to 29.6
percent, while share of commodity
export equals to 37.3 percent.

Contribution of import of Investment,
Consumption and Intermediate goods
to total import was equal to 9.5, 13.8
o 17.2 percent respectively.




International trade is characterized by stable diversification

Export by country, May 2021 Import by country, May 2021

Top Export Products:
» Copper ores and concentrates: 63.1 min.
USD - 18.6 percent of total export.

*  Motor cars: 40.2 mIn. USD — 11.8 percent.

*  Ferro-alloys: 32.8 mIn. USD - 9.7 percent.

N Turkey, 17.9%
Az‘irzb;;a"' Top Import Products :
China, 18.8% : *  Motor cars: 59.7 mIn. USD - 8 percent of

total import.

Ukraine,
Armenia, 6.7% 4.9% Petroleum and petroleum oils: 58.6 mlin.
Ukraine, 5.7% USD - 7.9 percent.

_ Copper ores and concentrates: 43.5 min.
Armenia, Germany,

D — 5.9 percent.
Other, 29.4% 7.2% USA, 4.1% Other, 41.5% China, 8.4% | USA, 5.8% 4.5% us perce

Export by product, May 2021 Import by country, May 2021 Top Export Country:

*  China: 63.8 mIn. USD - 18.8 percent.
*  Russia: 45.7 mIn. USD - 13.5 percent.

*  Azerbaijan: 43.4 min. USD - 12.8 percent.
Copper
ores and Top Import Country :

concent... k ) I
Gopper oresand 7.9% e Turkey: 132.8 mIn. USD - 17.9 percent.

concentrates, 18.6% , *  Russia: 76.6 min. USD - 10.3 percent.

Telephone *  China: 62.5 mIn. USD - 8.4 percent.

Medic... sets, 4.2%
Wine of put upin |

fresh measu...

grapes, doses ,
Other, 50.4% Ferro-alloys, 9.7% 5.5% 5.9% pOther 3:5%

Source: Geostat
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Revenues from tourism increased significantly in May due to the base effect

Revenue from Tourism

500
450
400
350

Revenue from Tourism, May 2021

800%
700%
600%

In May 2021, tourism revenues increased

by 709.6 percent to 73.8 million USD.

300 izzj Such high increase is mainly due to low
izz 300% Israel 12970.62 27330.9% level of tourism revenue inflow in May
150 200% Ukraine 12958.33 2305.7% 2020 (9.1 million USD).
100 100%
o /i o Russia 9330.482 495.4%
T EU + UK 7258.276 1544.4% At the same time, tourism revenues
§538553285535585388538¢58¢% Turkey 7107.436 116.8% increased by 612.4 percent compared to
Revenue from Tourism Azerbaijan 2711.754 387.9% January, while in the case of seasonal
= Revenue from Tourism (Seasonally Adjusted)
Annual Growth Rate Other 21463.17 698.8% adjustments, the monthly increase was

Revenue from Tourism by country

equal to 74.3 percent.

EU + Great Britain,
9.8% Turkey, 9.6%

AN EhHIER
1.5%

Iran, 0.5%

Other, 25.5% Ukraine, 17.6% Russia, 12.6% Azerbaijan, 3.7%

Source: NBG
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Remittances are increasing as a result of economic activity in the region

Net Remittances Net Remittances, April 2021

0 200 * In May 2021, net remittances were estimated

at 164.9 million USD, representing a 39.4
percent annual increase.

180
150%
160

100%
140

120

0% = Net Remittances increased from:

100 o ltaly 31,364.4 14.7% 3.4% * Russia: 63 percent (8 p.p. contribution
to overall growth)
80 o .
o Russia 24,524.2 63.0% 8.0%
60 * ltaly: 14.7 percent (3.4 p.p.
0, 0, o .
a0 -100% USA 23,912.9 58.9% 7.5% contribution to overall growth).
R R EEEEEEEEEEE.
E 5T 8 £ 8388385388538 ¢% Greece 19,362.2 6.1% 0.9% = USA: 589 percent (7.5 p.p.
- << T 0 s« T0O0 ST 0= ™ 0=« ™ 0 =< . .
_ contribution to overall growth).
mm Net Remittances Israel 14,459.0 29.8% 2.8%
Net Remittances (Seasonally Adjusted) = Greece: 6.1 percen'r (09 p-p.
—— Annual Growth Rate Other 51,234.7 62.9% 16.7% contribution to overall growth).
. = |srael: 29. rcent (2. .p.
Net Remittances by country, %y/y srael:  29.8  percent (2.8 p.p
contribution to overall growth).
155% 143.6%
1359, = Remittances from Ukraine and
1159, Azerbaijan also increased
95% significantly.
75%
I
55% 29.7% N 38.4%
o 26.5% 29:7%
35% . . . o 23:1% 20.7% 23.7% 21.5%//mm—
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The real effective exchange rate in May appreciated by 1.1 percent compared to the previous month
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Euro 3.7608 -14.5% -18.6%
US Dollar 3.1603 -9.3% -15.4%
Turkish Lira 0.3625 32.9% 39.4%
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Tax revenues in the first five months exceeded the forecast value by 1.9 percent

Budget Revenue Performance, June 2021
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60%
50%
40%
30%
20%
10%

0%
-10%
-20%
-30%

-40%

Jan-18
Mar-18
May-18

Jul-18
Sep-18
Nov-18

Jan-19
Mar-19

s [ncome

s Custom

May-19

s Profit

mmm— Property

Profit Tax

Actual

Jul-19
Sep-19

Nov-19

s Other

108.7%

VAT

114.6%

Excise

—O— Performance

Mar-20
May-20

Jan-21

Source: Ministry of Finance of Georgia

June | 2021

Mar-21

140%

120%

100%

80%

60%

40%

20%

0%

May-21

Consolidated Budget, mIn GEL

"‘1""" ll IIIIII| II
v Vo, V

1500

1000

50

o

-500

-1000

-1500

-2000

6 00 6 o0 W 0 O OO O OO oo OO O O O
o9 o5 o g oo g g g g g aqd
O i L ik L
§ 3 33 33 &5§&8 83 838 5& 38 =&
- = = w oz - = s w oz - = >
[ Revenue Expense == QOperating Balance

Consolidated Budget Expenditure, min GEL

1800
1600
1400
1200
1000

800
600 I I.I I
400 = [ |
= -I- LT |
200 & 1 H [ ] ]
. RINRENRER
0 [ce] ()] (o)) (o))
200 7 T 9 < =
c > c > 35
© (o] © © =
- z - s
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. |nterest
[ Grants

Other

e Subsidies
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e Social Benefits
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Total Balance

Nov-20 FommmEss
Jan-21 EEMEEET
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mmmm Purchases of Goods and Services

The forecast of tax income for January-June
2021 is 5,898.1 million GEL, while the actual
figure for January-June 2021 is 1.9 percent

higher than planned and equals to 6,008.4 min
GEL.

The actual level of tax income in June was
1,207.6 mIn GEL, which is 3.3 percent higher
compared to the forecasted value of tax
income of 1,168.7 min GEL.

Consolidated budget revenues increased by

13.9 percent and expenditures increased by
15.6 percent.

The operating budget of the consolidated
budget, which represents the savings of the
government, amounted to -146 million GEL,
while the total balance was set at -361.6 million
GEL.

Revenue from taxes had a significant impact on
revenue from VAT, accounting for 34.9 percent
of total growth.



The structure of the securities portfolio has undergone minor changes

Portfolio Yield Curve Weighted average interest rates
11.50% 10.00% Lact Aucti = |n June 2021, 4 auctions were held with total
ast Auction issuance volume of 87.625 million GEL.

= 30.06.2021 Previous Auction
10.50% 9.50%
31.05.2021

= The weighted average interest rate amounted to

9.50% 9.58% 9.00% 9.189 percent.

 9.58%
8.47% 8.48% . . . el
8.50% : : 53 8.:50% = There were issued treasury bills with maturities of

8.25%
8.47% .
8.13% 8.19% 8.32% 6 months and 12 months; Treasury bonds with

maturities of 2 and 5. Treasury securities with

7.50% 8.00% o
total amount of 100 million GEL were redeemed.
6.50% 7.50%
6M 1y 2Y 5Y 10y 6 month t-bill 12 month t-bill 2 yeart-bond 5 yeart-bond 10 yeart-bond = As of June 30 2021 27.7 percent of treasury
_ _ - _ _ securities portfolio is composed of securities
Issuance and Demand, min GEL Portfolio Forming Securities Composed by Time to Maturity whose maturity date is due for the next 1 year.
100 2,500
26 ® 10 year t-bonds
m 5 year t-bonds . .
0 2000 Y 37,5% = Bid-to-cover ratio increased compared to the
68 ’ 2 year t-bonds previous month’s value (May 2.51) and is 3.0.
= 12 month t-bills
60 55 54 1,500 H 6 month t-bills
37.625
40 1,000 15,3% 15,2%
I 12,4% —
20 500
0 . . _ ! ——————
6M 12M 2y 5y up to 6 months 6 - 12 months 1-2years 2-5years 5yearsand more

Source: Ministry of Finance of Georgia
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The larization rates continue to rise

Loan Larization Deposit Larization

70% 01-06-21 70% 01-06-21 = As of June 1, 2021, the larization of total loans is
45.6 percent.
60% . Share of Interbank Loans

mmmmmn Share of Loans Granted to Legal Entities

Share of Loans Granted to Individuals 0%
50%

= The larization of loans to individuals is 61
percent.

Total Loans

Loans, Granted to Legal Entities

40% Loans, Granted to Individuals

0% » The larization of loans to legal entities

amounted to 30 percent.

30%

20% 10%

* The larization of total deposits equals to 39

percent.
10% O 0 O @ @ N &N N ;M M < NN ML VW NNNO®O®OOD OO O O o
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. = The larization on deposits of legal entities

$ 3 7:"; uz?’ 8. 8 5 8. $ 8 $ 3. :. ,'_'—Iq g. 2. fflq’ :. ﬂl ﬂl Si ":.' :. $ 3.? 3. RI “:." mmmmm Share of Current Accounts Share of Demand Deposits s Share of Time Deposits amounted tO 557 percent.
E g _5 E g § E g § @ g _5 @ g _5 @ g _5 § g _5 § g § § g § @ Total Deposits Current Accounts Demand Deposits
Time Deposits . . . . o . .
» The larization of deposits of individuals is 24
01-06-21 01-06-21 percent.
100% 60%
90% » The larization of time deposits is 41.3 percent.
Consumer Loans === | 0ans Secured by Real Estate
80%
40%

70%

» The larization of current accounts equals to 44.2
; percent.
60%

so% 20% W’_/_/m = The larization of demand deposits is 30.1
o _ percent.
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30%

20%
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cC & B8 & & 8 £ 4L B £ & B & 4 B & 6 8 & bH B £ o Total Deposits Deposits of Individuals
S o S @ S o S o S @ S o S o S o
= &£ O 5 &£ O 5 &£ O 5 & O =5 & O =5 & O =5 o 0 =5 o . .
Deposits of Legal Entities
Source: NBG

June | 2021




The annual growth trend of loans is revealed

Loans, % y/y Loans by Currency, % y/y Mortgage Loans, % y/y

01-06-21 01-06-21 31-05-21
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Total Loans Local Currency Loans Total Loans Local Currency Loans
mmmmm Share of Interbank Loans Total Loans

Loans, Granted to Legal Entities

Loans, Granted to Individuals

Foreign Currency Loans

Foreign Currency Loans

As of June 1, 2021, total loans increased by 13.4 percent compared to the corresponding period of 2020 (excluding exchange rate effects).

Following the downward trend, the annual growth of loans to legal entities increased to 12.3 percent.

The annual growth of loans to individuals is 14.7 percent.

As of June 1, 2021, the growth rate of loans denominated in the national currency amounted to 26.1 percent.

The annual growth of loans denominated in foreign currency amounted to 4.5 percent.

As of May 31, 2021, the annual growth of loans secured by real estate amounted to 19 percent. At the same time, mortgage loans denominated in national currency increased by
38.3 percent, while mortgage loans denominated in foreign currency increased by 10.4 percent.

Source: NBG

June | 2021




The growth of deposits denominated in national currency exceeds that of foreign currency

Deposits, % y/y Deposits by Currency, % y/y Deposits by type, % y/y
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= As of June 1, 2021, the growth of total deposits compared to the corresponding period of the previous year is 22 percent.

The annual growth of deposits denominated in the national currency amounted to 37 percent. The annual growth of deposits denominated in foreign currency is relatively stable at
14 percent over the same period.

The growth of deposits of individuals amounted to 17 percent, while the annual growth of deposits of legal entities showed a significant increase and its value in the same period
amounted to 27 percent.

= The annual growth of current accounts at the beginning of May 2021 was equal to 16.7 percent.

» The annual growth of time deposits was 25.6 percent and significantly contributed to the growth of total deposits.

» The growth of demand deposits amounted to 20.7 percent.

Source: NBG
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The National Bank of Georgia leaves the monetary policy rate unchanged at 9.5 percent

Inflation and Monetary Policy Rate
10 -

= On June 23, 2020, the Monetary Policy Committee of the National
Bank of Georgia decided to leave the refinancing rate unchanged.

e e .. * The monetary policy rate was set at 9.50 percent.

According to the National Bank, all other things equal, inflation will

average around 7 percent in 2021 and then gradually approach the
farget.

AN — g/ » According to the NBG, the upward pressure on inflation is due to
\/ \/ Monetary Policy Rate rising prices in world agricultural markets (including oil prices) and

Annual Inflation devaluation in previous periods, which increases the impact of

- - = = Inflation Target imported goods and food prices on inflation. At the same time, it
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Market interest rates increased in national currency and decreased in foreign currency

Interest Rates on Deposits Interest rates on Loans secured by Real Estate
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As of June 1, 2021, the interest rate on foreign currency deposits was 2.2 percent, and in national currency - 9.4 percent.

The weighted average interest rate on deposits in the national currency by legal entities was 9.7 percent, and in foreign currency - 2 percent.

The average annual interest rate on deposits by individuals is 2.2 percent for foreign currency deposits and 8.8 percent for national currency deposits.

The weighted average annual interest rate on short-term consumption loans was 18.3 percent (22.7 percent in national currency and 6.3 percent in foreign currency).
The weighted average annual interest rate on long-term consumption loans was 17.3 percent (18.6 percent in national currency and 7.6 percent in foreign currency).

At the end of May 2021, the interest rate on mortgage loans denominated in local currency issued to legal entities was 13.1 percent, and in foreign currency — 6.9 percent. The interest
rate on loans to individuals in the national currency was 12.3 percent, and in foreign currency - 6.2 percent.

Source: NBG
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Disclaimer

The publication was prepared by the Macroeconomic Analysis and Fiscal Policy Planning Department of the Ministry of
Finance of Georgia. The information and opinions contained in this publication represent the views of the authors - the
economic team of the Macroeconomic Analysis and Fiscal Policy Planning Department and do not represent the official
position of the Ministry of Finance of Georgia. The analytical information provided in the publication serves informational
purposes and is obtained from public sources. The forecasts and calculations given in the report should not be taken as a

promise, reference or guarantee.
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