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Key Developments

= In August 2022, the real GDP growth rate was 10.5 percent and average growth rate of the first eight months of 2022 was

10.3 percent, according to the preliminary estimates of the National Statistics Office.
= In September, annual inflation stood at 11.5 percent, while core inflation was 7.5 percent

= In August, exports increased by 40.4 percent year-on-year and imports increased by 39.7 percent year-on-year, increasing the

trade deficit by 39.3 percent year-on-year to 743.1 million USD

= For August, the real effective exchange rate appreciated by 20.2 percent compared to the same period of the previous year and

by 4.6 percent compared to the previous month

= The National Bank of Georgia kept the monetary policy rate to 11.0 percent
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Economic Growth in August was equal to 10.5 percent

Economic Growth, % y/y

35%

-4,1%

-5%

yoon » Estimated real GDP growth rate in August 2022 equaled 10.5 percent YoY and
30% e
. average annual real GDP growth rate for 2022 January-August equals to 10.3 percent.
20% 18,0%
14,6% . . .
15% e oo 116% o * In August 2022 the estimated real growth compared to the same period of the previous
9,1% g,8% 047 /6% 9,7% 10,5%

0% a% 52% 4.8% 54% 46 5.0% 7,2% year was observed in the following activities: Transport and warehousing, Construction,

’ ’ 7T 3,3% 9
5% 4 2,6%
o B . B . B . [ I I - I I Information and Communication, Hotels and restaurants and trade.

o "68% -7,4% 6.8% * A decline was registered in the field of Manufacturing industry and Real estate related
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o -14,5% activities.
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According to preliminary estimates, real GDP increased by 7.1 percent in the second quarter of 2022

Real GDP growth by economic activity, 2022 Il Quarter

* According to preliminary estimates, in the second quarter of 2022

Zg:f’ 2% economic growth amounted to 7.1 percent, while in the first quarter of
(]
70% 2% 2022, compared to the corresponding period of the previous year,
60% g real GDP increased by 14.9 percent and by 20.3 percent compared
50% 1%
40% » to the first quarter of 2019.
30% ’ N . I i
So0% . y * The following industries have made a significant contribution to growth
0%
M= a0z
ot Q2 2022:
-10% ry = Supply of electricity, gas, steam and air conditioning: 75.9% y/y
-20% -1%
° Supply of Information and  Administrative ~ Transportand  Mining industry Education Activities of Agriculture, Professional,  Health and social Other ’ (] .6 p.p.)
electricity, gas, communication and support storage households as  forestry and fish  scientificand  service activities
t d ai i tiviti t ts; f: i technical . . .
“conditioning e productionof actiities * Information and communication: 27.7% y/y (1.0 p.p.)
undifferentiated
foods and = Administrative and support services activities: - 24.4% y/y (0.1
B Annual Growth Contribution to Growth (RHS) households}/‘,,
their own pp)
. .. consumption
GDP by economic activity, 2022 Il Quarter = Transport and warehousing: 18.6% y/y (1.1 p.p.)

* Mining industry: 12.6% y/y (0.2 p.p.)
» Education: 12.0% p.a. (0.6 p.p.)
State
governance * Activities of households as employers: 11.0% y/y (0.01 p.p.)

and defense;
Compulsory
Transportation social
Manufacturing, 10.87% and storage, Security,
6.04% decline:

= Agriculture, forestry and fish farming: 10.9% y/y (0.9 p.p.)

+ The following industries have made a significant contribution fo the

* Health care and social service activities: -12.7% y/y (0.7 p.p.)

= Professional, scientific and technical activities: -9.2% y/y (-0.2
Financial and
and insurance p'p')
Wholesale and retail recreation, activities,
Other, 24 63% trade, 16.55% Real estate activities, 10.00% | Constructoon, £.62% 4 B81% 4 66%

Source: Geostat
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Trade Deficit increased by 39.3 percent annually

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

70%
60%
50%
40%
30%
20%
10%
0%
-10%
-20%
-30%

60%
50%
40%
30%
20%
10%
0%
-10%
-20%
-30%

* Export increased annually by 40.4
percent to 470.7 million USD in August.

* Domestic export increased annually by
10.5 percent to 261.2 million USD.

* Import annually increased by 39.7
percent to 1,213.8 million USD in

-40% August.
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AR 52 % = = 52 % = = T3~ 828338283$5828s2° * Trade deficit annually increased by
39.3 percent to 743.1 million USD in
mmmm Real Growth mmmmm Price Effect ==O— Nominal Growth mmmm Real Growth Price Effect —O— Nominal Growth

August.

= Share of re-export in export growth is

. . equal to 33.2 percent (112.0 %y/y),

Decomposition of Export Decomposition of Change of Import, %y/y while share of commodity export is
negative 2.6 percent (-7.6 %y/y).

80% 70%

60% mmmm Consumption
60% 50% Intermediate = Contribution of import of Investment,
40% = Investment Consumption and Intermediate goods to
40% 30% Total

total import annual growth was equal to

20% 8.2, 17.0 and 14.6 percent respectively.
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International trade is characterized by stable diversification

Top 10 Export goods, % of total Export Export by country, August

500 +60.4% - el l » Top Export Products:

250 +40.4% other +  Motor cars 120.1 mIn. USD - 25.5 percent.
«  Copper ores and concentrates: 62.9 min.

400 Turkey USD - 13.4 percent of total export.

350 . « Wine of fresh grapes: 254 miln. USD - 5.4

China
Wine of percent.

fresh grapes. e
Copper ores and concentrates. 13% 5%

m Kazakhstan

. ® Ukraine * Top Import Products :

200 +  Petroleum and petroleum oils: 153.9 min.

USD - 12.7 percent.

Undenatured = Armenia

Fertilizers.

ethylalcohol. | . _ o 150
3% CEREs 2% = Bulgaria +  Motor cars: 122.7 mIn. USD - 10.1 percent.
: 100 e Aserbaiian «  Copper ores and concentrates: 73.6 min.
: Apricots, | natural or gy : USD - 6.1 percent of total import.
Mineral cherries, artificial )
Motor cars. 26% water. 2% peaches.... | mineral... [N # Russia
2020 2021 2022
Top 10 Import goods, % of total Import Import by country, August
b SRS - b P Y Yr VY » Top Export Country:
1400 +82.6% l +  Russia: 70.2 mln. USD — 14.9 percent.
0 v
+39.7% Other +  Azerbaijan: 70.0 mIn. USD - 14.9 percent.
1200 .
Japan + Bulgaria: 51.7 mIn. USD - 11.0 percent.
1000 Azerbaijan
Copper ores and Medica... " TOp Imporf COUhfI’y :
concentrates. 6% 3% 800 # Armenia «  Turkey: 239.2 mIn. USD - 19.7 percent.
600 u Germany *  Russia: 192.9 min. USD - 15.9 percent.
Petrole...
Telephone . m USA +  China: 103.6 min. USD - 8.5 percent.
sets. 2% 1% 400 u China
Precious 200 m Russia
Petroleum and petroleum metal
oils . 13% Motor cars. 10% Cigars. 2% ores... 0 = Turkey

2020 2021 2022

Source: Geostat
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Tourism recovery continue to increase and reached 126.7% percent of 2019 level in August

Revenue from Tourism, 2019 = 100 Revenue from Tourism, August 2022
140 16 .
7 = In  August 2022, ftourism revenues
120
\ [ increased by 163.1 percent compared to
100
the corresponding period of the previous
80
Russia 183.1 year to 522.9 million USD. Such high
60
0 EU + UK 51.4 increase is mainly due to low level of
. Turkey 46.9 tourism revenue inflow in August 2021
o o Israel 85.0 (198.8 million USD).
o o o o o o — — — — — — )] o~ o~ o~
('] N N 9] ('] N (3] o ('] (9] (3] ('] ('] N (9] (']
AP R B R Belarus 32.9
¢ 83 8 3 5§ ¢ & 8 & 3 5 & & 8 2 . )
Ukraine 32.8 * Because of the recovery of economic
T Revenue from Tourisr T level Other 190.9 activity in the region and within the
Recovery of Tourism by country, corresponding month of 2019 = 100, % country, tourism sector activities increased
140% compared to 2019. In particular, revenue
" 127% . . .
o ® Azerbaijan ¥ Belarus 120% from tourism in August 2022 increased by
('
] ]
Turkey fran 26.7 percent compared to August 2019.
100%  msrael B Russia 96% 89%
80%  mSaudiArabia M Armenia 9 ; ;
69% . 71%  71% *= At the same time, seasonally adjusted
= Ukraine mEU 58% 62% . .
60% 52% oo 5% 53% 5% tourism revenues increased by 3.8 percent
Other Total
40% 36% compared to the previous month.
27%
20% oy 19
2 = E S
0% — —-— -
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug
2021 2022

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

Net Remittances Net Remittances, August 2022

300%

250%

* In August 2022, net remittances were
estimated at 304.7 million USD, representing
a 71.7 percent annual increase. Relative to

00% .
’ Russia 107.9 258.4 43.9 corresponding  month  of 2019, Net
150% 1392 Italy 35.9 8.8 1.6 Remittances increased by 139.2 percent.
100% USA 27.8 14.5 2.0
50% . 33,7% fsrael 17.3 6.5 0.6 * Net Remittances increased from:
—e
0% ——— St 17.3 4.9 0.5 * Russia: 258.4 percent (43.9 p.p.
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Kazakhstan 10.8 179.1 3.9 contribution to overall grOWJrh)'
——2021/2020 ——2021/2019 2022/2021 ——2022/2019 Other 87 .6 69.3 20.19 = Kazakhstan: 179.1 percent (3.9 p.p.
Net Remittances by country, %y/y contribution to overall growth).
189,4%
13832 143 6% = Germany: 50.9 percent (2.7 p.p.
150% o contribution to overall growth).
130%
1;8:/; 71,7% * ltaly: 8.8 percent (1.6 p.p.
70% 2% contribution to overall growth).
50% 529,73 oo 5
30% 5,4%2'4%,5‘%1'31)/3'2%,6%,8%,0%5’2%1593'7%'6%0%’3% ,O707 14,67 9'14’,2%,2%7%1,7]%'61/2,1%,8%1,6%’50

10%
-10%
-30%
-50%

_____ . = Net Remittances decreased from:

= Greece -4.9 percent (0.5 p.p.
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The Real effective exchange rate in August appreciated by 20.2 percent annually

NEER: 2013 = 100 REER: 2013 = 100 USD Exchange Rates
130
145 120
120
115
135 110
110
100
125
105 90
115 100 80
70
95
105 TRY
60 RUB
90 AZN
95 50 BYN
85 UAH
40 AMD
e Region Average
85 80 0
2253923552333+ FA 2833222255222 2R/377F48R 292882288888 S RSN NN
Note: Increase means appreciation
September 30, 2022 Sep 30, 2022 - Jan 1, 2022 Sep 30, 2022 - Jan 1, 2021
Euro 2.7482 A 27.3% A 46 4%
US Dollar 28352 FY 9 0% FY 15.6%
Turkish Lira 0.1529 Y 51.2% Y 187.7%
Russian Ruble 0.0490 v -15.8% v -10.3%
NEER 137.07 FY 4 5% FY 23.9%
REER (spa0L@Em 2022) 143.04 Y 13.7% Y 36.3%

Source: NBG
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Tax revenues in the September is above the forecast value by 20.2 percent

Budget Revenue Performance, September 2022 Consolidated Budget, mIn GEL
e ”. * The actual level of tax income in September
2000 . .
121,0% 2022 was 1,503 min GEL, which is 20.2 percent
S w1300 higher compared to the forecasted value of tax
200 o 1000 income of 1,250 min GEL.
500 I I |
1000 116,7% 118% VA AV V=R § A VAATALY A » Consolidated budget revenues increased by 4.6
400 116% 00 percent and expenditures by 4.0 percent in
August.
600 114% -1000
400 e I » The operating budget of the consolidated
-2000 budget, which represents the savings of the
200 110% e
- 2500 government, amounted to 197.8 million GEL,
0 108% FFIIAIIFISIITIRRRESRIFTFIIFIFFA while the total balance was set at -194.5 million
Tax Revenue Income Tax Profit Tax VAT Excise S8 & = 3 & & = = 3 & & = = T3 & & = = T3 &8 = = GEL
- 2= wz-o 23S wz=o 23S wz-" =23 nwz- == .
s Forecast Actual — em@Qum Performance
[ Revenue Expense Operating Balance Total Balance . .
P perating = Revenue from taxes had a significant impact on
Tax Income, % y/y Consolidated Budget Expenditure, min GEL revenue from VAT in August, accounting for
ot 5000 8.9 percent of total growth.

50%
40% 1500
30%

20%

1000
10%
0%
500
-10%
H
-20% i
-30% 0
3
-40% c
00 00 00 00 00 0 O OO O OO OO OO O © O © O O ™ = «H = = = &N N N (©
S s o A B B B i B B R N UL N =
§5 353535553838 5533838555853835853 S0
- == oz 3ss nz - 3>s nz-3>s wz o 3ss . .
mmmm Compensation of Employees mmmm Purchases of Goods and Services
s ncome s Profit VAT — Excise mmmm |nterest e Subsidies
e Grants e Social Benefits
mmmmm Custom mmmmmmm Property B Other e Taxes Other = Expenditure
Source: MOF
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The structure of the securities portfolio has undergone minor changes

Portfolio Yield Curve Weighted average interest rates
, = |n September 2022, 4 auctions were held with
11,50% ——30.09.2022 -~ 31.08.2022 10,75% —@— Last Auction —@— Previous Auction total issuance volume of 221.65 Million GEL.
10,61% 10,50%  10,39%

= The weighted average interest rate amounted

10,50% . o
10,61% 9,94% 10,25% t0 9.539%.
9,56% o . . . "
9 50% 10,00% * There were issued treasury bills with maturities
e 0 of 6 months and 12 months; Treasury bonds
9,56% 9 75% . .. .
’ with maturities of 2 and 5. Treasury securities
8,50% 8 84% 9,50% with total amount of 35 million GEL were
redeemed.
9,25% 9,30%
7,50% ' = As of September 30, 2022 24.6% of treasury
6M 1y 2y 5Y 10Y 9,00% securities portfolio is composed of securities
6 month t-bill 12 month t-bill 2 year t-bond 5 year t-bond 10 year t-bond whose maturity date is due for the next 1 year.
Issuance and Demand, min GEL Portfolio Forming Securities Composed by Time to Maturity = Bid-to-cover ratio slightly decreased compared

to the previous month’s value (August 2.48)

300 - and amounted to 2.45.
Millions 10 year t-bonds

3000
250 M |ssuance Demand ® 5 year t-bonds 39.2%
213 ’
200 2500 2 year t-bonds
200 B 12 month t-bills
2000 ® 6 month t-bil
150 month t-bills
1500 18,5% 18.1% 21.5%
100 80 91,65
63 66 1000
o)
>0 20 30 . 500 6,1%
, EEE [ . == B
6M 12M 2y 5Y up to 6 months 6 - 12 months 1-2years 2-5years 5 yearsand more
Source: MOF
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The larization rates continue to rise

Loan Larization Deposit Larization

80% 01.09.2022 70% 01.09.2022 = As of September 1, 2022, the larization of total
loans is 53.4 percent.
mmm— Share of Interbank Loans

s Share of Loans Granted to Legal Entities

70%

60%

o
Share of Loans Granted to Individuals 50%

» The larization of loans to individuals is 68.7
percent.

Total Loans
50%

Loans, Granted to Legal Entities

Loans, Granted to Individuals

a0% 30% = The larization of loans to legal entities amounted
to 35.2 percent.
30%
20% 10% * The larization of total deposits equals to 40.8
percent.
0 289 ooy NYIYYYESSENRNAAR8SFFS S
o 2332582 58585855852858383838¢838558235¢853 o : .
o% RS2 02283299 =03<2==2=%2 * The larization on deposits of legal entities
838388863833 4433323252338 7d8 ted to 64.9 t
€3 ¥Y5C3 Y3828 ¥z Y38 3¥ce3¥ege Y mmmmm Share of Current Accounts Share of Demand Deposits s Share of Time Deposits amounre o ° percen °
FESEHEEZzLEzRZEzLEzEZzT 32Tz Total Deposits Current Accounts Demand Deposits
fime bepostts * The larization of deposits of individuals is 26.5
01.09.2022 01.09.2022 percent.
100% 70%
90% Consumer Loans === Loans Secured by Real Estate - The |c1rizc1ﬁ0n Of time deposi’rs is 498 percen’r.
80% 50%
[ ]
70%

The larization of current accounts equals to 36.9
0% percent.
60%

so% MFM = The larization of demand deposits is 33.3
30%

N W VW W WOWUKNNNINGIOWR W WO NN O O O O o o o o4 & &
O A A A AT A TN A S VI W S SR R I
W% § 55§ 855885588558 85858085858855¢&
20% oS > unuwo3SSunao03S S uno03S S uno0S S ouno0sS S o033 S n
10%
Net of Exchange Rate Effect
s Share of Deposits of Individuals Share of Deposits of Legal Entities
0%
O N N ® O @ O = =+ N M 0 g 1NN ;N O NN 0 O 0 O A -+ o Total Deposits Deposits of Individuals
R P oo g A g g g g g g g g g ad
c 2 8 £ 2 B £ 2 8B £ £ B € o B € o L c o f c o f c Deposi .
o o o 53 eposits of Legal Entities
22623862802 2oc2T s 32e86228028 o0 3 . €
Source: NBG
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The annual growth trend of loans is sustained

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

01.09.2022 31.08.2022
85%

01.09.2022
55%

45%

35%
25%

15%
|“||||||I| il |I||I|I|||||||||||||““|||||||‘ mml“lmmnh“"
I\

65%

45%

5%

o
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C > 4 & >4 & >4 ¢ > a ¢ > a ¢ >a ¢ >4 ¢ > a
8 2 0 8 8 08 8 0 8% 08 % 988 08 % 0 &8 T 0 .
=S v = = =l S Vv s v = = s Share of Local Currency Loans Share of Foreign Currency Loans W Share of Local Currency Loans Share of Foreign Currency Loans
I Share of Loans Granted to Legal Entities Share of Loans Granted to Individuals
Total Loans Local Currency Loans Total Loans
mmmmm Share of Interbank Loans Total Loans

Local Currency Loans

Loans, Granted to Legal Entities

Loans, Granted to Individuals

Foreign Currency Loans

Foreign Currency Loans

As of September 1, 2022, total loans increased by 11.8 percent compared to the corresponding period of 2021 (excluding exchange rate effects).

= The annual growth of loans to legal entities is 6.1 percent.
= The annual growth of loans to individuals is 17.0 percent.
As of September 1, 2022, the growth rate of loans denominated in the national currency amounted to 20.0 percent.

The annual growth of loans denominated in foreign currency amounted to minus 3.6 percent.

As of August 31, 2022, the annual growth of loans secured by real estate amounted to 11.6 percent. At the same time, mortgage loans denominated in national currency increased
by 21.9 percent, while mortgage loans denominated in foreign currency increased by 4.9 percent.

Source: NBG
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The annual growth of deposits is still high

Deposits, % y/y Deposits by Currency, % y/y Deposits by type, % y/y
35%

01.09.2022 01.09.2022 50% 01.09.2022
50%
30%

25%

40%
40%

20%

30%

30%
15%

10% 20% 20%
5% 10%

10%
0%
0%

-5% Net of Exchange Rate Effect 0%

-10%
-10%
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As of September 1, 2022, the growth of total deposits compared to the corresponding period of the previous year is 23.7 percent.

The annual growth of deposits denominated in the national currency amounted to 23.5 percent. The annual growth of deposits denominated in foreign currency increased by 23.8
percent over the same period.

The growth of deposits of individuals amounted to 20.1 percent, while the annual growth of deposits of legal entities in the same period amounted to 10.0 percent.
The annual growth of current accounts at the beginning of September 2022 was equal to 34.1 percent.

* The annual growth of time deposits was 9.3 percent.

* The growth of demand deposits amounted to 36.2 percent.

Source: NBG

September | 2022




The National Bank of Georgia kept the monetary policy rate to 11.0 percent

Inflation and Monetary Policy Rate

16 - = On September 14, 2022, the Monetary Policy Committee of the
National Bank of Georgia decided to keep the refinancing rate at
11.0 percent.

14 Monetary Policy Rate

11,5

12 - Annual Inflation
10 4 - - -~ Inflation Target . . .
» According to the National Bank, Although recently prices on

infernational commodity markets seem to have stabilized,

uncertainty remains high and future trends largely depend on
....... global geopolitical developments. Overall, under the influence of
these factors, the inflation will tend to decline in the current and
next years - but at a slower pace compared to the previous
forecast - and other things equal, will gradually approach the

target level from the second half of 2023.
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e LT B i YT ELZETTIEETTIELTLI = The next meeting of the Monetary Policy Committee will be held
SEg388g38=2g2s 22522258 = on October 26, 2022.
- Trade of USD by NBG, mln USD * In September NBG intervened into FX market only once, in
second half amid to depreciation of GEL NBG sold 13.6 min
40 USD via FX auctions.
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Source: NBG
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Market interest rates slightly changed in national and foreign currency

Interest Rates on Deposits Interest rates on Loans secured by Real Estate
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As of September 1, 2022, the interest rate on foreign currency deposits was 1.4 percent, and in national currency — 10.8 percent.

The weighted average interest rate on deposits in the national currency by legal entities was 11.1 percent, and in foreign currency — 1.7 percent.

The average annual inferest rate on deposits by individuals is 1.4 percent for foreign currency deposits and 10.8 percent for national currency deposits.

The weighted average annual interest rate on shortterm consumption loans was 17.4 percent (19.5 percent in national currency and 6.8 percent in foreign currency)
The weighted average annual interest rate on long-term consumption loans was 16.8 percent (18.0 percent in national currency and 6.8 percent in foreign currency).

At the end of August 2022, the interest rate on mortgage loans denominated in local currency issued to legal entities was 14.2 percent, and in foreign currency 7.4 percent. The interest
rate on loans to individuals in the national currency was 13.3 percent, and in foreign currency 5.9 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.

Georgia, Thilisi 0105, Gorgasali Street N16
Tel: (995 32) 2 261 407
E-mail: info@mof.qge; www.mof.qe
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