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Key Developments

= According to the preliminary estimates of the National Statistics Office, in August 2021, the real GDP growth rate was 10.3
percent and average growth rate of first eight months was 12 percent. At the same time, economic growth compared to
compared to corresponding month of 2019 amounted to 4.5 percent

» Annual inflation stood at 12.3 percent in September, while core inflation was 6.3 percent

= |n August, exports increased by 15.7 percent year-on-year and imports increased by 26.1 percent year-on-year, increasing the

trade deficit by 34.2 percent year-on-year to 499.9 million USD

= The real effective exchange rate for August appreciated by 5.6 percent compared to the same period of the previous year and

by 0.4 percent compared to the previous month

= The National Bank of Georgia left the monetary policy rate unchanged at 10 percent
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Economic Growth in August was equal to 10.3 percent

Economic Growth, % y/y
35%

e 29.9% » Estimated real GDP growth rate in August 2021 equaled 10.3 percent YoY and
25% average annual real GDP growth rate for the first 8 months equals to 12 percent.

20%

15%

o 99% 103% = |n July 2021 the estimated real growth compared to the same period of the previous

48%  52%  48%  S54%  46%  5.0%
5%

2.3% year was observed in the following activities: Manufacturing, Financial and Insurance
- N

- - - - activities, Trade, Electricity, gas, steam and air conditioning supply, Hotels and
_5% . . .
10% 56% gy -6.2% -4.5% restaurants, Transportation and storage, Arts, entertainment and recreation.
- 0 -6. o . 0
~15% -13.2%
20% » A decline was registered in Construction, Mining and quarrying.
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Source: Geostat, author’s calculations
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According to preliminary estimates, real GDP increased by 29.9 percent in the second quarter of 2021

Real GDP growth by economic activity, 2021 Il Quarter

30% g ™ According to preliminary estimates, in the second quarter of 2021,
20% 2% compared to the corresponding period of the previous year, real
6% GDP increased by 29.9 percent and by 12.7 percent compared to

50% the second quarter of 2019.

5%
40% 4%
30% 3% * The following industries have made a significant contribution to
20% 2% growth:
10% 1% * Accommodation and food service activities: 75.5% yfy (2.5 pp)

* Information and communication: 56.2% y/y (1.8 pp)

60%

-10% -1%

Agriculture Education Accommodation Information and  Wholesale and Water supply ~ Transportation Financial and  Health and social Manufacturing Other " Wholesale Gnd I’efO” 1I’Ode: 539% Y/y (65 pp)
and food service communication retail trade and storage insurance service activities
activities activities . Wcﬂer SUpply: 498% y/y (04 pp)
M Annual Growth Contribution to Growth (RHS) .
* Transportation and storage: 47% yly (2.5 pp)
GDP by economic activity, 2021 Il Quarter .

Financial and insurance activities: 45.5% yly (2.8 pp)
* Health and social service activities: 43.4% y/y (2.3 pp)
* Manufacturing: 42.3% yly (4.2 pp)

Public
MESNSPORENORN administrati...

GNCISEORGEENN and defence , decline:
Construction , 8.6% 6.3% 5.8%

+ The following industries have made a significant contribution to the

= Agriculture: -2.3%vyly (-0.2 pp)
* Education: -1.4%yly (-0.1 pp)

Arts, Human
entertainment | health and
and social work
Wholesale and retail recreation, activities ,
Other, 23.9% trade , 15.9% Real estate , 9.6% Agriculture , 7.8% 5.4% 5.1%

Source: Geostat, author’s calculations
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Trade Deficit increased by 34.2 percent annually

Change of Domestic Export, %y/y Change of Import, %y/y

7o% o » Export increased annually by 15.7
percent to 338.2 million USD in August.

60%
40%
50%

o 0% = Domestic export increased annually by

17.7 percent to 239.4 million USD.

30%
0%
20% * |mport annually increased by 26.1

percent to 838.1 million USD in August.

10% -20%

0%

-40%
-10%

* Trade deficit annually increased by

34.2 percent to 499.9 million USD in
-20% -60%
R R B o R A R I NN R RN RN R R R R R e R N RN NN RN NN RN
CO L & >c 35 was >0 cOo s S >c 35 wads >0 c 0% S >c 5 W CO LS & >cTs5 Wwads >0 cos S >Sc5s5 wads >0 c0s S >c =S o
SE3SS3T18028883528353892888322372 SE£32537280288822837280248882223°2 = Share of re-export is equal to 29.4
mmm Real Growth mmmm Price Effect —0— Nominal Growth mmm Real Growth Price Effect —O— Nominal Growth percent, while share of commodity
export equals to 33.3 percent.
D iti f Export D iti f Ch fl rt, Y%y/
ecomposition ot Expo ecomposition o ange ot Import, %y/y
80% 70% = Contribution of import of Investment,
60% mm— Consumption Consumption and Intermediate goods
60% 50% Intermediate to total import annual growth was
. 40% m |nvestment equal to 7.6, 168 o 1.7 percent
’ 30% Total respectively.
20% 20%
10%
0% 0% -.I.IIIIIIi
-10%
-20% 20%
-30%
-40%
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Source: Geostat, author’s calculations
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International trade is characterized by stable diversification

Export by country, August 2021

Azerbaijan, 15.3%

Russia, 16.1%

Ukraine, 7.9%
Turkey,

6.3%

Kazakhst...

Armenia, 6.8% 2.8% Other, 43.8%

Other, 28.8%

Export by product, August 2021

Copper ores and
concentrates, 16.0%

Wine of fresh
grapes, 5.9%

Waters, natural

Other, 50.1% Ferro-alloys, 10.9% | or mineral , 3.7% Other, 69.7%

Source: Geostat
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Import by country, August 2021

Turkey, 18.8%

Azerba...
6.1%

Import by country, August 2021

Ukraine,
4.5%

USA, 4.5%

Germany, 4.5%

Motor cars,
7.2%

Copper
ores and

6.0%

concent...

Automatic
data
processin...

Medica...
put upin

measur...

Top Export Products:

*  Copper ores and concentrates: 54 mlin.

USD - 16 percent of total export.
*  Motor cars: 45 min. USD — 13.3 percent.
* Ferro-alloys: 36.9 mIn. USD — 10.9 percent.

Top Import Products :
*  Petroleum and petroleum oils :
USD — 10.4 percent of total import.

Motor cars: 60.4 min. USD — 7.2 percent.

Copper ores and concenirates: 50.3 min.

USD - 6 percent.

Top Export Country:
*  Russia: 54.5 mIn. USD - 16.1 percent.

*  China: 54.2 min. USD - 16 percent.
*  Azerbaijan: 51.7 mIn. USD - 15.3 percent.

Top Import Country :
*  Turkey: 157.7 mIn. USD — 18.8 percent.

*  Russia: 89.4 mIn. USD - 10.7 percent.
*  China: 59.9 min. USD - 7.1 percent.

87.1 min.




Tourismrecovery has slowed down in August due to increase of COVID daily cases

Revenue from Tourism, 2019 = 100

Revenue from Tourism, August 2021
140

120

100 \

80

o EU + UK 33.1

" /:;2 Ukraine 325
20 \ - / Russia 24

0

Q/

Saudi Arabia 18.2
o o o o o o o o o o o o — — — — — — — —
D O VD D S R G A P
Eg 2255233823888 2858853232 Turkey 14.6
e Revenue from Tourism Azerbauan 6.5
Revenue from Tourism (Seasonally Adjusted)
—— 2019 level Other 70

Revenue from Tourism by country

Saudi Arabia, 9.1% Turkey, 7.3%

Armenia,
Other, 32.1% EU + Great Britain, 16.6% Ukraine, 16.3% Russia, 12.1% Azerbaijan, 3.3% 1.9%

Source: NBG
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In  August 2021, tourism revenues
increased by 1,243.6 percent to 198.8
million USD. Such high increase is mainly
due to low level of tourism revenue inflow

in August 2020 (14.8 million USD).

Despite the slight recovery in the region
and within the country, tourism sector
activities remains on a lower levels
compared to 2019. In particular, revenue
from tourism in August 2021 decreased by

51.8 compared to August 2019.

At the same time, seasonally adjusted
tourism revenues decreased by 19.7
percent compared to the previous month,
which is partly due to increased daily
COVID cases.



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

Net Remittances Net Remittances, August 2021
0 200 = In August 2021, net remittances were

180 150% estimated at 177.5 million USD, representing
160 a 10.2 percent annual increase.
140 100%
o con et 30,125.0 8.5% 1.5% = Net Remittances increased from:
100 o ltaly 33,007.3 19.6% 3.4% " Russia: 8.5 percent (1.5 pp.
. contribution to overall growth).
0, 0,
60 -50% USA 24,259.5 11.2% 1.5% * ltaly: 196 percent (3.4 p.p.
20 oo Greece 18,171.3 -7.4% -0.9% contribution to overall growth).
o o (=) ~ ~ ~ [oe] [ee] [5e) a [e)} [e)} o o o - —
A e Israel 16,258.5 16.3% 1.4% = USA: 112 percent (1.5 p.p.
=T - B S R B S B - S B contribution to overall growth).
ms Net Remittances Turkey 3,106.6 -24.9% -0.6 = Israel: 16.3 percent (1.4 p.p.
Net Remittances (Seasonally Adjusted) ibuti I h
= Annual Growth Rate Other 52,5302 13.8% 4.0% contribution fo overa grOM )
Net Remittances by country, %y/y * Net Remittances decreased from:
155% 143.6% = Greece: 7.4 percent (-0.9 p.p.
135% contribution to overall growth).
1 = Turkey: 24.9 percent (-0.6 p.p.
95% contribution to overall growth).
75%
55%
265%297% .
% 12.8% 5 o0 113% 132% 5 oo a0 0,09 526 125% 13.7% 13.6% 10.8% (0 5 300 16.8% 2> 1% 20.7% 14 69 19-3% 0 6%

15%
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s USA = Germany — s Turkey — mssssm France Italy ~ =mmmm Russia ~ mmmmm Greece wmmmm Ukraine  wmssm Azerbaijan  mssss QOther Total
Source: NBG
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The real effective exchange rate in August appreciated by 5.6 percent annually

NEER: 2013 = 100 REER: 2013 = 100 USD Exchange Rates

120 110

30 September, 2021

15 105
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Note: Increase means appreciation
30 September, 2021 30 September 2021 - 1 January 2021 31 September 2021 - 1 January 2020
Euro 3.6409 -11.7% -16.0%
US Dollar 3.1228 -8.2% -14.4%
Turkish Lira 0.3525 36.7% 43.4%
Russian Ruble 0.0429 7.4% -10.6%
NEER 109.82 -0.7% -7.9%
REER (August, 2021) 119.01 13.4% 5.1%

Source: NBG
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Tax revenues in the first 9 months exceeded the forecast value by 1percent

Budget Revenue Performance, September 2021 Consolidated Budget, mIn GEL
1400 112.9% 14% 2000 » The forecast of tax income for January-
1500 September 2021 is 9,406 million GEL, while the
1200 112% actual figure for January-September 2021 is 1
ouo 1000 percent higher than planned and equals to
108.9% 110% 500 I II 9,504.7 min GEL.
08.5%
800 0 v‘."'ll‘ 'V'l 9 v
107.4% 108% v * The actual level of tax income in September
600 -500 was 1,185.6 miIn GEL, which is 5.8 percent
068% 000 higher compared to the forecasted value of tax
o income of 1,120.8 min GEL.
- 104% -1500
-2000 = Consolidated budget revenues increased by 45
0 o 102% YIS SISIIIRRRSSIRAYR percent and expenditures increased by 17.5
Tax Income Income Tax Profit Tax VAT Excise © g § 3 S S s § g 3 8 S s § g 3 $ & s g g 3 percent.
s Forecast Actual ~==O=—Performance [ Revenue Expense Operating Balance Total Balance
» The operating budget of the consolidated
Tax Income, % y/y Consolidated Budget Expenditure, min GEL budget, which represents the savings of the
60% 1800 government, amounted to 182.7 million GEL,
50% 1600 while the total balance was set at -114.7 million
40% 1400 GEL.

30% 1200

20%

1000 = Revenue from taxes had a significant impact on
10% 800 I revenue from Income tax and VAT, accounting
0% 600 II I II II I I 0 for 24.9 and 16.7 percent of total growth,
-109 B .
10% 200 I 4 H Rupguguiizisiy al respectively.
-20% = i s T1H i II II
6 200 B 11 HH 1
-30% o 1 [(T111] IRNRREERERENRDR [ ]
_A0Y, [oe] [ee] [e)} a o O o O O —
40% 200 T 77 TTYYeeq 8
PEREe22222928888883 %574 £ §5 5 5555838 E
§ § 33835583532 8355853328358¢E&8%53°¢3 - o= vz 2z 0
- o= 22 o= 22 o= 2 = mmmm Compensation of Employees mmmm Purchases of Goods and Services
s Income mmmm Profit VAT . Excise Interest Sub.5|d|es .
s Grants e Social Benefits
mmmm Custom = Property s Other — Taxes .
Other = Expenditure

Source: Ministry of Finance of Georgia
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The structure of the securities portfolio has undergone minor changes

Portfolio Yield Curve Weighted average interest rates

11.50% 10.00% = In September 2021, 4 auctions were held with
——30.09.2021 total issuance volume of 85 million GEL.

Lo.50% 31.08.2021 o 9.39%

= The weighted average interest rate amounted
to 9.328 percent.

9.50% 5 9.00%
2-22% 9.57%
8.70%
o 8.37% 8.33% 8.50% . . . oy
8.50% =0% . = There were issued treasury bills with maturities
Last Auction of 6 months and 12 months; Treasury bonds
- son 8.00% Previous Auction with maturities of 2 and 5. Treasury securities
with total amount of 65 million GEL were
redeemed.
6.50% 7.50%
6M 1y 2y 3% 10Y 6 month t-bill 12 month t-bill 2 year t-bond 5 year t-bond 10 year t-bond
_ _ . _ _ = As of September 30, 2021 22.1 percent of
Issuance and Demand, min GEL Portfolio Forming Securities Composed by Time to Maturity treasury securities portfolio is composed of
120 110 2,000 bond 37.0% securities whose maturity date is due for the
= 10 year t-bonds ‘
Issuance 1800 ] next 1 year.
m 5 year t-bonds
100
= Demand 1,600 2 year t-bonds
80 1400 =12 month t-bills = Bid-to-cover ratio increased slightly compared
1200 ™6 month t-bills 22.2% to the previous month’'s value (August 2.97)
- 19,7% and is 3.
60 49 1,000 —
4 800 9
w0 35 13,2%
600 3.9% [ ]
20 s
15
0 ] I I
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% 01-09-21

70% 01-09-21 » As of September 1, 2021, the larization of total
loans is 48 percent.
60% B Share of Interbank Loans
mmmmmn Share of Loans Granted to Legal Entities
Share of Loans Granted to Individuals 50%

50%

= The larization of loans to individuals is 63.4
percent.

Total Loans

Loans, Granted to Legal Entities
40% Loans, Granted to Individuals . . ert
30% » The larization of loans to legal entities

30% amounted to 31.7 percent.

Lo L .
’ = The larization of total deposits equals to 39.4
20%
percent.
O O O # = &N N N MO O < < 1 1N 1NN W O N N N 0 0 OO0 OO O O O «
10% TiiTiiigiiiiiiiidzyyiiieiiiig
% 2228828822832 3e288c28225328 23

= The larization on deposits of legal entities
0%

o G h © e 0 O a N MGy 6 oo o o B Share of Current Accounts Share of Demand Deposits mmm Share of Time Deposits amounted to 558 perCent.
2P QQQ Qe Q@ @ @ G d g g o g g g GG ql ol Total Deposits Current Accounts Demand Deposits
@g%@g%@g%ﬁg%@g%@g%ﬁg%ﬁg%@g%@ Time Deposits . . . . .. .
* The larization of deposits of individuals is 25
01-09-21 01-09-21 t
100% 60% percent.
90% . . . . .
Consumer Loans ——— Loans Secured by Real Estate » The larization of time deposits is 40.3 percent.
80%
40% . .
70% » The larization of current accounts equals to 46.7
60%

percent.

50% % izati [ [
20% W/—/-’"_//N/_W—A » The larization of demand deposits is 30.6
0%

30%

20%

nm ©W © © © N N NN 0O O 0 0 O O O O O O O O «H o o

O L c o 9 ¥ ¢ a 9V L ¢ a v L& ¢ a v £ ¢ a v & c a

o, v & 5 9 Y & 5 ¢ 9 & 5 ¢ O & 5 9o O 8O 5 9 9 O 5 o

10% o sS 5 uoa S 5 oo S 5SS o S S vwa S S wuw.a S S oun
Net of Exchange Rate Effect

0%

[ Share of Deposits of Individuals Share of Deposits of Legal Entities
O ~ ~ o] fo2) D o — — ~ o o < wn wn o ~ ~ 0 a a o -
e e Ad P g A g F 9 g g G g g g g g Total D ; D its of Individual
L o & £ A& £ & b L L obh B L b L L L s s s LS otal Deposits eposits of Individuals
220 2220 2¢&o0 2 ¢o0o 2 E&o 32 Eo 32 ¥ o 2¥ ) -
Deposits of Legal Entities
Source: NBG
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The annual growth trend of loans is revealed

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

01-09-21 01-09-21 31-08-21
35% 55%

85%
30%

45%
25% 65%
20% 359%
15% 45%

25%
10%

5%

9
15% 25%
0% Ll LU L L LI
newegensneeeenaRgR g , it
5% & > & & > a4 & 2 4 & > a4 & > c o > a & = o g 5% IIIIII
5] g g = g g & g g = g g & g ﬁletngghagge@te fec IIIIII I
s Share of Interbank Loans n

wn wn wn OO N IS IS 00 0 O 0O 00 O O O O ~ « o
. s 7 999 9259 SR3IIIII]IT A ol B B B S R S I S,
Share of Loans Granted to Individuals §§§§i§§i§§ 533';5\, 5§§ %‘;"Eiﬁ s T 2288238832888 38588388228823
i Share of Loans Granted to Legal Entities = = = = = = =
Total Loans Share of Foreign Currency Loans [ Share of Local Currency Loans Share of Foreign Currency Loans [ Share of Local Currency Loans
Loans, Granted to Legal Entities Total Loans Local Currency Loans Total Loans Local Currency Loans

Loans, Granted to Individuals

Foreign Currency Loans

Foreign Currency Loans
As of September 1, 2021, total loans increased by 15.2 percent compared to the corresponding period of 2020 (excluding exchange rate effects).

* The annual growth of loans to legal entities is 15.5 percent.

= The annual growth of loans to individuals is 14.9 percent.

As of September 1, 2021, the growth rate of loans denominated in the national currency amounted to 28.9 percent.

The annual growth of loans denominated in foreign currency amounted to 4.9 percent.

As of August 31, 2021, the annual growth of loans secured by real estate amounted to 15.6 percent. At the same time, mortgage loans denominated in national currency
increased by 34.1 percent, while mortgage loans denominated in foreign currency increased by 6.7 percent.

Source: NBG
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The growth of deposits denominated in national currency exceeds that of foreign currency

Deposits, % y/y Deposits by Currency, % y/y

01-09-21 01-09-21 01-09-21
35% 50% 50%

Deposits by type, % y/y

30%

20% 40%
25%
30% 30%

20%

20% 20%

15%

10%
10%

0%
5%

Net of Exchange Rate Effect
of Exchange Rate Effect Net of Exchange Rate Effect o
0 -10% N 1N 1N W W W N N N 0 0 0 O O 0O O O O «H « «
% n 1 1 © VW VW N N N 0 0 O O O O O O O «H «H o A R v B B B o B v B o R S U r B o S N S N > B
- - e B B R T B R R R i > AR SR N AR N AR R & r% a <& (% o & ("3- a < r% a < r% a < r% o & (% ¢
© (7] © (7] © (7] (] (] © (7] © (7] © a
§ 3 § & 3 § 8§ 7 & 5 3 8§ & =T o & F 8 5 =8 -SR-S - I > T TS A B S
-5% - T - > S E - ) .
N " N ; | Share of Current Accounts [ Share of Demand Deposits
. L . - mmmmm Share of Foreign Currency Deposits Share of Local Currency Deposits
[ Share of Deposits of Individuals Share of Deposits of Legal Entities g ¥y oep yoep
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Foreign Currency Deposits
As of September 1, 2021, the growth of total deposits compared to the corresponding period of the previous year is 13 percent.

The annual growth of deposits denominated in the national currency amounted to 12 percent. The annual growth of deposits denominated in foreign currency is relatively stable at
13 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 9 percent.

= The annual growth of current accounts at the beginning of September 2021 was equal to 21.2 percent.

The annual growth of time deposits was 4.9 percent and significantly contributed to the growth of total deposits.

* The growth of demand deposits amounted to 18.6 percent.

Source: NBG
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The National Bank of Georgia has left the monetary policy rate unchanged at 10 percent

Inflation and Monetary Policy Rate
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Source: NBG
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* On September 15, 2021, the Monetary Policy Committee of the

National Bank of Georgia decided to leave the refinancing rate
unchanged.

The monetary policy rate is 10 percent.

According to the NBG, the upward pressure on inflation depends
on sharply increased prices for food and oil in world markets.
International  transportation  costs have also
significantly, affecting the prices of imported products.

increased

According to the National Bank, all other things equal, inflation
will remain high for the rest of the year. Inflation will decline
significantly from spring 2022, which, along with the fading-out

of temporary factors, will be facilitated by tight monetary policy
and fiscal consolidation.

The next meeting of the Monetary Policy Committee will be held
on October 27, 2021.

In September 2021, the National Bank sold 60 million USD.




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 September 1, 2021, the interest rate on foreign currency deposits was 1.9 percent, and in national currency - 9.9 percent.

The weighted average interest rate on deposits in the national currency by legal entities was 10.1 percent, and in foreign currency - 2 percent.

The average annual interest rate on deposits by individuals is 1.9 percent for foreign currency deposits and 9.4 percent for national currency deposits.

The weighted average annual interest rate on short-term consumption loans was 17.6 percent (21.1 percent in national currency and 6 percent in foreign currency).
The weighted average annual interest rate on long-term consumption loans was 17.2 percent (18.4 percent in national currency and 7.2 percent in foreign currency).

At the end of August 2021, the interest rate on mortgage loans denominated in local currency issued to legal entities was 13.4 percent, and in foreign currency — 6.9 percent. The
interest rate on loans to individuals in the national currency was 12.7 percent, and in foreign currency - 6 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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