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Key Developments

= In July 2022, the real GDP growth rate was 9.7 percent and average growth rate of the first seven months of 2022 was 10.3

percent, according to the preliminary estimates of the National Statistics Office.

= In August, annual inflation stood at 10.9 percent, while core inflation was 7.0 percent

= In July, exports increased by 40.4 percent year-on-year and imports increased by 26.2 percent year-on-year, increasing the

trade deficit by 15.2 percent year-on-year to 572.0 million USD

= For July, the real effective exchange rate appreciated by 15.4 percent compared to the same period of the previous year and by

5.7 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 July was equal to 9.7 percent

Economic Growth, % y/y

35%
28,9%

30%

25%

20% 18,0%

14,6%
15% 11,6%
91% ggn% ‘O 106% 9,7%
10% 7,2%
|

4,8% 52% 4,8% 54% 46% 50%
o b ,8% 4,6% ® 330

HHEEEENm
] L

-4,1%

-10% -6,8% _7,4% -6,8%
-15%
-14,5%
-20%
Q1 Q2 Q3 o4 Q1 Q2 Q3 Q4 Ql Q2 Q3 Q4 Jan Feb Mar Apr May Jun Jul

2018 2019 2019 2020 2020 2021 2021* 2022

Economic Growth, % m/m

15%

10%

5%

0%

-5%

-10%

-15%

-20%
[e)} [e)} ()] [e)} (o)} )] o o o o o o — — — — — — o~ o~ (o] (]
< < 9 9 94 94 g g g g g4 g4 g g g g g g o4 g g d
§ & & 2 © 3 & & % 2 & 3 & 3 ® 32 § 3 & &8 =& =
- = S w oz - =S w oz - =S wo oz - =S

Seasonally Adjusted Economic Growth, % m/m

Source: Geostat, MOF

August | 2022

» Estimated real GDP growth rate in July 2022 equaled 9.7 percent YoY and average
annual real GDP growth rate for 2022 January-July equals to 10.3 percent.

* In July 2022 the estimated real growth compared to the same period of the previous
year was observed in the following activities: Transport and warehousing, Construction,

Information and Communication, Mining, Trade.

* A decline was registered in the field of Manufacturing industry.
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According to preliminary estimates, real GDP increased by 7.2 percent in the second quarter of 2022

Real GDP growth by economic activity, 2022 | Quarter

80% 2% * According to preliminary estimates, in the second quarter of 2022
70% 4% economic growth amounted to 7.2 percent, while in the first quarter of
60% 3% 2022, compared to the corresponding period of the previous year,
>0% 3% real GDP increased by 14.9 percent and by 20.3 percent compared
40% 2% to the first quarter of 2019.
30%
2%
20%
10% n n - Y%« The following industries have made a significant contribution to growth
0% I e .
N o of Q1 2022:
109
o i * Accommodation and food supply activities: 70.3% y/y (1.4 p.p.)
-20% -1% : : : e
Accommodation Electricity and gas Arts, Transportation Health Education Manufacturin, Real Estate related  Activities of Other . .
and food serf/ice tsut;:typly ¢ entertatinment andZto:atge ' ' e Wholesale and aczi:ities ‘ houtsehtoldsas ' - E|edr|C|1y Gnd gGS SUpply: 547% Y/y (] 2 pp)
activities and recreation retail trade; Repair employers
ofearsand = Arts, entertainment and recreation: 47.6% y/y (1.5 p.p.)
B Annual Growth Contribution to Growth (RHS)

* Transport and warehousing: 29.4% y/y (1.7 p.p.)
GDP by economic activity, 2022 | Quarter = Healthcare: 18.8% y/y (1.0 p.p.)

» Education: 18.2% y/y (1.1% p.p.)
* Manufacturing industry: 13.2% y/y (1.4% p.p.)
* Wholesale and retail trade; Car and motorcycle repair: 8.9% y/y

in5|:qmm;|$i::::::ies Transportation and (1.2p.p)
e storage, 6.57% = Activities related to real estate: 7.4% y/y (1.0% p.p.)
Real estate activities, 12.62%
Manufacturing, 10.33% + The following industries have made a significant contribution to the
decline:
Health and = Activities of Households as employers: -7.0% y/y (-0.01 p.p.)

socidl
service
Agriculture, activities,
Other, 26.18% ‘Wholesale and retail trade, 12.45% 5.64% 5.35%

Source: Geostat
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Trade Deficit increased by 15.2 percent annually

Change of Domestic Export, %y/y Change of Import, %y/y
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* Export increased annually by 40.4
percent to 541.7 million USD in July.

* Domestic export increased annually by
23.2 percent to 345.5 million USD.

* Import annually increased by 26.2
percent to 1,114.0 million USD in July.
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= Share of re-export in export growth is
equal to 23.5 percent (85.8 %y/y),
. i o while share of commodity export equals
Decomposition of Export Decomposition of Change of Import, %y/y o 6.3 percent (17.3 %y/y)
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International trade is characterized by stable diversification

Copper ores and concentrates.
16%

Motor cars. 19% Ferro-alloys. 10%

Top 10 Export goods, % of total Export
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Export by country, July
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* Top Export Products:
* Motor cars 101.5 mIn. USD — 18.7 percent.
«  Copper ores and concentrates: 87.8 min.
USD - 16.2 percent of total export.
+ Ferroalloys: 52.7 mln. USD - 9.7 percent.

= Top Import Products :

+ Petroleum and petroleum oils: 141.8 min.
USD - 12.7 percent.

+ Motor cars: 101.1 mIn. USD - 9.1 percent.

«  Copper ores and concentrates: 74.6 min.
USD - 6.7 percent of total import.

»  Top Export Country:
+  Russia: 82.6 mIn. USD - 15.2 percent.

+  China: 75.6 mIn. USD - 13.9 percent.
«  Azerbaijan: 64.5 mIn. USD - 11.9 percent.

*  Top Import Country :
+  Turkey: 183.6 mIn. USD - 16.5 percent.

+  Russia: 169.1 min. USD - 15.2 percent.
+  China: 96.3 mIn. USD - 8.6 percent.



Tourism recovery continue to increase and reached 120.4% percent of 2019 level in July

Revenue from Tourism, 2019 = 100
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* In July 2022, tourism revenues increased

by 131.9 percent to 476.1 million USD.
Such high increase is mainly due to low

level of tourism revenue inflow in July 2021
(205.3 million USD).

Because of the recovery of economic
activity in the region and within the
country, tourism sector activities increased
compared to 2019. In particular, revenue
from tourism in July 2022 increased by

20.4 percent compared to July 2019.

At the same time, seasonally adjusted
tourism revenues increased by 8.1 percent

compared to the previous month.



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

Net Remittances
300%
250%

200%

Net Remittances, July 2022

Russia 98.0 201.0 36.0
150% Italy 35.2 7.4 1.3
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* In July 2022, net remittances were estimated

at 278.3 million USD, representing a 53.1
Relative  to
2019, Net

Remittances increased by 105.7 percent.

percent annual increase.

corresponding  month  of

= Net Remittances increased from:

» Russia: 201 percent (36 p.p.
contribution to overall growth).

» Kazakhstan: 103.3 percent (2.5 p.p.
contribution to overall growth).

= Germany: 45.9 percent (2.4 p.p.
contribution to overall growth).

* ltaly: 7.4 percent (1.3  p.p.
contribution to overall growth).

= Net Remittances decreased from:

= Greece -8.6 percent (0.9 p.p.
contribution to overall growth)



The Real effective exchange rate in July appreciated by 15.4 percent annually

NEER: 2013 = 100

REER: 2013 = 100

USD Exchange Rates
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Turkish Lira 0.1598 — 201.4% e 216.3%
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Source: NBG

August | 2022




Tax revenues in the August is above the forecast value by 5.8 percent

Budget Revenue Performance, August 2022 Consolidated Budget, mIn GEL
» The actual level of tax income in August 2022
2000 . . .
e wsr was 1,234 min GEL, which is 5.8 percent higher
1200 s uex 1500 compared to the forecasted value of tax
- 1ax 1000 income of 1,167 mln GEL.
1000 111,1% . 500 I II
A VA TAS AV SA YAV LY VI = Consolidated budget revenues increased by
800 5 ¥ v/ v A V !
1o o0 12.2 percent and expenditures by 8.6 percent
600 108% in July.
-1000
106%
400 1500 » The operating budget of the consolidated
104% . .
o -2000 budget, which represents the savings of the
0% eng government, amounted to -86.4 million GEL,
0 L 100% FIAIIAIAISIIIIR]|ISIRIFFIISFIFIA while the total balance was set at -374.5 million
Tax Revenue Income Tax Profit Tax VAT Excise § § g e §§ E g g 2 §§ E g § = Efg E g § = E)‘é § f§° g = GEL.
s Forecast Actual =@ Performance
[ Revenue Expense Operating Balance Total Balance = Revenue from taxes had a signiﬁcant impact on
Tax Income, % y/y Consolidated Budget Expenditure, min GEL revenue from VAT in July, accounting for 9.1
percent of total growth.
60% 2000
50%
40% 1500
30%
20%
1000
10% I
0% |
-10% 500 I ]
-20% : |
-30% 0 L I
o0 o~
-40% ’f =
IITIZEIZIZI2322RLIRIRINGgSsddNNN 5 3
S 553 $ 5555355553538 58555385355573 500
S35 8283578285 °" 82557825557
mmmm Compensation of Employees mmmm Purchases of Goods and Services
s |ncome s Profit VAT m— Fxcise s |nterest s Subsidies
e Grants e Social Benefits
mmmms Custom EEEEEE Property B Other e Taxes Other ——— Expenditure

Source: MOF




The structure of the securities portfolio has undergone minor changes

Portfolio Yield Curve Weighted average interest rates
= In August 2022, 4 auctions were held with total
———31.08.2022 ~—31.07.2022 8 i illi
10,75% o— Last Auction o— Previous Auction issuance volume of 228 million GEL.
11,50% 10,52%
10,61% 10,50% * The weighted average interest rate amounted
(o)
10,50% to 9.833%.
10,57% 10,25% 10,39 . . . .
9,56% 0,08% 10,08% = There were issued treasury bills with maturities
9,50% 9,97% of 6 months and 12 months; Treasury bonds
0, . e
9,57% 10,00% with maturities of 2 and 5.
0,
9,26% 9,97%
0,
8,50% 8,79% 9,75% = As of August 31, 2022 21.27% of treasury
9 68% securities portfolio is composed of securities
7,50% 9,50% e whose maturity date is due for the next 1 year.
6M 1Y 2Y 5Y 10Y 6 month t-bill 12 month t- 2 year t-bond5 year t-bond 10 year t-
bill bond » Bid-to-cover ratio slighly decreased compared
_ _ . _ _ to the previous month'’s value (July 2.67) and
Issuance and Demand, min GEL Portfolio Forming Securities Composed by Time to Maturity amounted to 2.48.
Millions 110 year t-bonds
3000 m 5 year t-bonds
300 I Issuance Demand 2 year t-bonds 38.9%
245 2500 B 12 month t-bills
250 220 B 6 month t-bills
2000
200
150 1500 19.1% 21.3% 21.5%
98
100 - 80 1000
44
o I - |
6M 12M 2Y 5Y R I | | I | S
up to 6 months 6 - 12 months 1-2years 2 - 5years 5 years and more
Source: MOF
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The larization rates continue to rise

Loan Larization Deposit Larization
wo 010822 . 01,0890 * As of August 1, 2022, the larization of total
loans is 53.9 percent.
70% s Share of Interbank Loans
[ Share of Loans Granted to Legal Entities
60%

o
Share of Loans Granted to Individuals 0%

» The larization of loans to individuals is 69.0
percent.

Total Loans
50%

Loans, Granted to Legal Entities

. Loans, Granted to Individuals o * The larization of loans to legal entities amounted

to 35.9 percent.

30%

20% 10% * The larization of total deposits equals to 41.9
percent.
SS9 S oS ogeddSadddgdgddasdd8S8NNAN
c c > = o o I o > B = w o c > = o o I o > B = W o c > = a o 5
2 2 99 3 8 8 &8 3 2 2 0w 3 03 8 & 3 2 2 o o 3 . . . oY
o% % 83223582333 832238°58233383223¢ * The larization on deposits of legal entities
838338858333 233383282835838333741N dito 66.2
< é %o i: '8 é %0 r% 'E’; é %0 (% '&’; é %0 t% 'uQJ- é %O %.' 'uQJ. é %O r!% .qo; 3 %D mmmmm Share of Current Accounts Share of Demand Deposits s Share of Time Deposits GmoUnte fo : percent.
ftzxgsdzagsdzaskzagstzasdtzasdzg
Total Deposits Current Accounts Demand Deposits
Time Deposits * The larization of deposits of individuals is 28.5
01-08-22 percent.
100% 01.08.2022
60% .. . o
s0% Consumer Loans ——— Loans Secured by Real Estate = The larization of time deposits is 50.0 percent.
80%
= The larization of current accounts equals to 39.8
70% 40%
percent.
60%
50% * The larization of demand deposits is 33.2
20%
a0% percent.
30%
20% 0%
9982835508883 2232RRI/IINAANN
10% P e = T B L e - T
’ Net of Exchange Rate Effect 8338838832388 32388s388s288¢5 3
0%
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Source: NBG
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The annual growth trend of loans is sustained

Loans, % y/y Loans by Currency, % y/y Mortgage Loans, % y/y
01-08-22
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sh f Interbank L Total Loans Total Loans Local Currency Loans Total Loans
s Share of Interbank Loans

Local Currency Loans
Loans, Granted to Legal Entities

Loans, Granted to Individuals

Foreign Currency Loans

Foreign Currency Loans

= As of August 1, 2022, total loans increased by 13.1 percent compared to the corresponding period of 2021 (excluding exchange rate effects).

The annual growth of loans to legal entities is 8.6 percent.

The annual growth of loans to individuals is 17.1 percent.

As of August 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 6.0 percent.

As of July 31, 2022, the annual growth of loans secured by real estate amounted to 14.7 percent. At the same time, mortgage loans denominated in national currency increased by
22.2 percent, while mortgage loans denominated in foreign currency increased by 9.6 percent.

Source: NBG




The annual growth of deposits denominated in foreign currency continues stable growth

Deposits, % y/y
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= As of August 1, 2022, the growth of total deposits compared to the corresponding period of the previous year is 15.8 percent.

* The annual growth of deposits denominated in the national currency amounted to 18.9 percent. The annual growth of deposits denominated in foreign currency is relatively stable at
13.8 percent over the same period.

* The growth of deposits of individuals amounted to 10.9 percent, while the annual growth of deposits of legal entities in the same period amounted to 3.0 percent.
* The annual growth of current accounts at the beginning of August 2022 was equal to 25.1 percent.

* The annual growth of time deposits was 4.6 percent.

* The growth of demand deposits amounted to 24.5 percent.

Source: NBG
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The National Bank of Georgia increased the monetary policy rate to 11.0 percent

Inflation and Monetary Policy Rate
16

= On August 3 22 2022, the Monetary Policy Committee of the

_ National Bank of Georgia decided to keep the refinancing rate at
Monetary Policy Rate

10,9 11.0 percent.
12 - Annual Inflation

14 -

10 - - - = 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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Trade of USD by NBG, mIn USD ' '
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20 * In August NBG intervened into FX market five times, in the first

half of August, when GEL was appreciating against USD NBG

20 bought 70mIn USD, and in second half amid to sharp

I I ”II I”“II I depreciation of GEL NBG sold 40.6 mIn USD via FX auctions.
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Market interest rates increased in national currency and decreased in foreign currency

Interest Rates on Deposits
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the interest rate on foreign currency deposits was 1.5 percent, and in national currency

Source: NBG
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10.7 percent.

The weighted average interest rate on deposits in the national currency by legal entities was 11.1 percent, and in foreign currency — 1.6 percent.

The average annual inferest rate on deposits by individuals is 1.5 percent for foreign currency deposits and 10.7 percent for national currency deposits.

The weighted average annual interest rate on shortterm consumption loans was 15.5 percent (19.7 percent in national currency and 4.5 percent in foreign currency).
The weighted average annual interest rate on long-term consumption loans was 16.8 percent (18.1 percent in national currency and 6.5 percent in foreign currency).

At the end of July 2022, the interest rate on mortgage loans denominated in local currency issued to legal entities was 14.2 percent, and in foreign currency 7.2 percent. The interest
rate on loans to individuals in the national currency was 13.3 percent, and in foreign currency 5.9 percent.




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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