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Key Developments

=  According to the preliminary estimates of the National Statistics Office, in November 2021, the real GDP growth rate was 12
percent and average growth rate of 11 months was 10.7 percent. According to preliminary data, in the third quarter of 2021,
annual economic growth was 9.1 percent.

» Annual inflation stood at 13.9 percent in December, while core inflation was 6 percent

= |In November, exports increased by 42.8 percent year-on-year and imports increased by 39.6 percent year-on-year, increasing

the trade deficit by 37.3 percent year-on-year to 576.9 million USD

= The real effective exchange rate for November appreciated by 12.5 percent compared to the same period of the previous year

and by 2.3 percent compared to the previous month

= The National Bank of Georgia increased the monetary policy rate to 10.5 percent
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Economic Growth in November was equal to 12 percent

Economic Growth, % y/y
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Estimated real GDP growth rate in November 2021 equaled 12 percent YoY and

average annual real GDP growth rate for the first 11 months equals to 10.7 percent.
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According to preliminary estimates, real GDP increased by 9.1 percent in the third quarter of 2021

Real GDP growth by economic activity, 2021 lll Quarter

100% 3% = According to preliminary estimates, in the third quarter of 2021,
80% 2% compared to the corresponding period of the previous year, real

2% GDP increased by 9.1 percent and by 1.6 percent compared to the
60% 1%

second quarter of 2019.
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= Wholesale and retail trade: 12.3% y/y (1.9 pp)
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supply retail trade and storage and food service  entertainment insurance
setities - andecreation activities * Accommodation and food service activities: 49.8% y/y (1.3 pp)
B Annual Growth Contribution to Growth (RHS) . .
= Arts, enterfainment and recreation: 48.1% y/y (1.5 pp)
GDP by economic activity, 2021 Ill Quarter = Health and social service activities: 23.8% y/y (1.1 pp)

= Financial and insurance activities: 20.3% y/y (1.3 pp)
* Manufacturing: 7.3% y/y (0.6 pp)

Public + The following industries have made a significant contribution to the
administrati... | Transporta... .
and defence, | and storage, decline:

i % 9% .6% .
Manufacturing , 11.9% 39 o = Agriculture: -2.9% y/y (-0.3 pp)
= Construction: -29.7% y/y (-2.1 pp)
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Financial and | health'and
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Trade Deficit increased by 37.3 percent annually

Change of Domestic Export, %y/y Change of Import, %y/y
70% 60% * Export increased annually by 42.8
percent to 428.9 million USD in

November.
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40% 20%

* Domestic export increased annually by
30%

0% 44.1 percent to 325.2 million USD.

20%

10% 20% * Import annually increased by 39.6
percent to 1,007.3 million USD in

November.
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= Contribution of import of Investment,
Consumption and Intermediate goods
to total import annual growth was
equal to 9.7, 135 and 16.7 percent
respectively.
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International trade is characterized by stable diversification

Top 10 Export goods, % of total Export Export by country, November
* Top Export Products:
500 +23.8% — l * Copper ores and concentrates: 94.5 min.
150 +42.9 % Other USD - 22 percent of total export.
400 Kazakhstan *  Motor cars: 44.3 min. USD — 10.3 percent.
Wine of fresh [ 350 Armenia *  Ferro-alloys: 36.8 mIn. USD — 8.6 percent.

grapes, 6.3% 4.9%

300
= Turkey » Top Import Products :
Wate?r 230 m Ukraine *  Copper ores and concentrates: 103.5 mln.
natural or .
o 200 -10. .
Spirituous | artificial... = Azerbaijan USD - 10.3 percent of total import
beverages, 4.4% 150 . China * Petroleum and petroleum oils: 85.9 min.
100 USD - 8.5 percent.
m Russia
50 *  Motor cars: 61.7 min. USD — 6.1 percent.
Copper ores and Hazelnuts and = EU
concentrates, 22.0% Ferro-alloys, 8.6% other nuts, 3.8% 0
2019 2020 2021
0 * Top Export Country:
Top 10 Import goods, % of total Import Import by country, November I
e EU: 104 mIn. USD - 24.2 percent.
23.1% .
1200 ° a9e% V l *  Russia: 67.3 min. USD - 15.6 percent.
. ()
1000 Other *  China: 48.5 min. USD — 11.3 percent.
Petroleum Medicam... Brazil
gases and put up in »  Top Import Country :
other gaseous |[Smeasured 800 USA P imp -
hydrocarbons, doses,, e « Ukraine e EU:222.3 miIn. USD - 22.1 percent.
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Tourism recovery has slowed down due to increase of COVID daily cases and reached 55 percent of 2019 level in November

Revenue from Tourism, 2019 = 100
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Revenue from Tourism, November 2021
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In November 2021, tourism revenues
increased by 761.8 percent to 111 million
USD. Such high increase is mainly due to
low level of tourism revenue inflow in

November 2020 (12.9 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
November 2021
decreased by 45 compared to November
2019.

from tourism in

At the same time, seasonally adjusted
tourism revenues decreased by 3.2
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, November 2021

EZ; = |n November 2021, net remittances were

110% ---- estimated at 175.6 million USD, representing

90% a 18.6 percent annual increase. Relative to

70% faly sl4 26:4% corresponding  month  of 2019, Net

zz: \/\/\/—\ff% Russia 26.1 4.5% 0.8 Remittances increased by 35.9 percent.

. USA 23.5 21.2% 2.8

-10% e Greece 17.6 2.3% 0.3 * Net Remittances increased from:

30% Israel 16.5 23.7% 2.1 * ltaly: 26.4 percent (4.4 p.p.

-50% b v e e e s o e BTy 104 46.4% 29 con’rfibuﬁon to overall growth).
2021/2020 ——2021/2019 ——2020/2019 Other 50.0 21.6% 6.0 . E;J:L?k;uﬁ:r;sto osifﬁn;rovfh? o

Net Remittances by country, %y/y = USA: 21.2 percent (2.8 p.p.

155% 143.6%

contribution to overall growth).
135%
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26.5%29-7%
35% 8‘723'1% °

9 16.
12.4% 7 5% 11.3%13.2% 7.6% 7.8% 9.0% 15,2612.5%13.7%13.6%10.8% 7.0% 7.3% °

= Germany: 46.4 percent (2.2 p.p.
contribution to overall growth).

» Israel: 23.7 percent (2.1 p.p.
contribution to overall growth).

20'7%14 6%19.3% 19.1% 18.6%
. 9

5.4% 9.2% 10.2% 7,79 11.7%

15% .
oy = — — — — J2.0% —— = " Net Remittances decreased from:
5% =
-25%
-45%

» Ukraine: 39.7 percent (-2 p.p.
contribution to overall growth).
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The real effective exchange rate in November appreciated by 12.5 percent annually
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Tax revenues in the December exceeded the forecast value by 8.6 percent

Budget Revenue Performance, December 2021 Consolidated Budget, mIn GEL
1600 1400 2000 = The actual level of tax income in December was
121.5% 119.8% 122.3% 1500 1,380.1 mIn GEL, which is 8.6 percent higher
1400 108.6% 120% compared to the forecasted value of tax
0, .
1900 101.3% 1000 income of 1,271.4 min GEL.
0,
100% oo
1000 80% o N "/ | 7 = Consolidated budget revenues increased by 29
800 v : percent and expenditures by 18.3 percent.
60% -500
600 1000 = The operating budget of the consolidated
400 40% budget, which represents the savings of the
-1500 3
0% government, amounted to 164.0 million GEL,
2 ° . -
00 -2000 while the total balance was set at -118.4 million
[ ] I IIIIIIJZZ2Z332I3LRRAIRR_LETsgad
0 0% R O T L. GEL.
Tax Income  Income Tax Profit Tax VAT Excise 232 =2 gss¢g S 235 s8¢g S =2 3ss¢g S =32
mmmm Forecast Actual —O— Performance [ Revenue Expense == Operating Balance Total Balance = Revenue from taxes had a S|gmflcant Impact on
revenue from VAT, accounting for 13 percent
Tax Income, % y/y Consolidated Budget Expenditure, min GEL of total growth.
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30% 1100
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= |nterest mm Subsidies
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mmmm Custom = Property s Other — Taxes Other — Expenditure
Source: MOF
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The structure of the securities portfolio has undergone minor changes

Portfolio Yield Curve

11.50%
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9.39%
0,
9.50% . 9.03%
Nﬁ%
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6M 1y 2Y 5Y

Issuance and Demand, min GEL

Weighted average interest rates

10.00% o

9.50%
9.56%
9.00%
9.04%
8.50%
= | ast Auction
8.00% . )
Previous Auction
7.50%
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2 year t-bond
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9.25%

9.10% 9.15%
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Portfolio Forming Securities Composed by Time to Maturity

200 2,500
0 Issuance 179 m 10 year t-bonds
m 5 year t-bonds
= Demand 2000
160 142 . 2 year t-bonds
140 = 12 month t-bills
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120 1,500
100 93.5
80 1,000
55 61 14.1%
60 50 . 10.9%
40 30 500 [ ]
20
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| 1
0 R ] [ ]
6M 12M 2y 5Y up to 6 months 6 - 12 months
Source: MOF
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39.7%

21.5%

14.8%

1-2years 2-5years 5 yearsand more

In December 2021, 4 auctions were held with
total issuance volume of 193.5 million GEL.

The weighted average interest rate amounted
to 9.621 percent.

There were issued treasury bills with maturities
of 6 months and 12 months; Treasury bonds
with maturities of 2 and 5. Treasury securities
with total amount of 15 million GEL were
redeemed.

As of December 31, 2021 25 percent of treasury
securities portfolio is composed of securities
whose maturity date is due for the next 1 year.

Bid-to-cover ratio decreased compared to the
previous month’s value (November 2.37) and
amounted to 2.26.



The larization rates continue to rise

Loan Larization Deposit Larization
70% 11221 01-12-21 » As of December 1, 2021, the larization of total
70% .

loans is 49.4 percent.

mmmmm Share of Interbank Loans

60% mmmmm Share of Loans Granted to Legal Entities

Share of Loans Granted to Individuals

. = The larization of loans to individuals is 64.5
50% Total Loans 50%
Loans, Granted to Legal Entities percent'
40% Loans, Granted to Individuals
30% » The larization of loans to legal entities
30% amounted to 33.3 percent.
20% 10% * The larization of total deposits equals to 38.7
percent.
10% 2993933932332 2332358532323838873
W A2 FETS202I83 20 FETS2022832 < = The larization on deposits of legal entities
0%
Y 8‘ g 9 g 8 5 g 8 8' 3] o g. 3. 2[ g, l-r‘_} ﬂ. $ ~ g 0‘_‘|0 g"w 2= &1 mmmmmm Share of Current Accounts Share of Demand Deposits s Share of Time Deposits amounted tO 539 percent.
2 3 ¥ f'>u~ 2 3 % K% 2 3 ¥ r'.?- 2 3 9 ">“* < 3 ¥ ;'?* 2 3 9 ('>u* 2 3 Total Deposits Current Accounts Demand Deposits
L Z &S 4+ 2 IS L Z2IS L Z2ISLEZ2IS L zZ2IS ez Time Deposit . . . .
e = The larization of deposits of individuals is 25.3
01-12-21 01-12-21 t
100% s percent.
90% . . . . .
consumer toans » The larization of time deposits is 39.6 percent.
80%
= | 0ans Secured by Real Estate 40%
70% * The larization of current accounts equals to 44.9
60%

percent.

50% 20% M . . .
. » The larization of demand deposits is 30.6
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The annual growth trend of loans is revealed

Loans, % y/y Loans by Currency, % y/y Mortgage Loans, % y/y
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mmmmmn Share of Loans Granted to Legal Entities Share of Loans Granted to Individuals mmmm Share of Local Currency Loans Share of Foreign Currency Loans [ Share of Local Currency Loans Share of Foreign Currency Loans
mmmmm Share of Interbank Loans Total Loans

Total Loans

Local Currency Loans Total Loans
Loans, Granted to Legal Entities

Local Currency Loans
Loans, Granted to Individuals

Foreign Currency Loans

Foreign Currency Loans

As of December 1, 2021, total loans increased by 15.3 percent compared to the corresponding period of 2020 (excluding exchange rate effects).

* The annual growth of loans to legal entities is 14.6 percent.
= The annual growth of loans to individuals is 16 percent.
As of December 1, 2021, the growth rate of loans denominated in the national currency amounted to 25.9 percent.

The annual growth of loans denominated in foreign currency amounted to 6.6 percent.

As of November 31, 2021, the annual growth of loans secured by real estate amounted to 12.9 percent. At the same time, mortgage loans denominated in national currency
increased by 26.9 percent, while mortgage loans denominated in foreign currency increased by 5.4 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

01-12-21 01-12-21 01-12-21
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Deposits by type, % y/y
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As of December 1, 2021, the growth of total deposits compared to the corresponding period of the previous year is 11.3 percent.

The annual growth of deposits denominated in the national currency amounted to 10.5 percent. The annual growth of deposits denominated in foreign currency is relatively stable
at 11.9 percent over the same period.

The growth of deposits of individuals amounted to 16.3 percent, while the annual growth of deposits of legal entities showed a significant increase and its value in the same period
amounted to 6.2 percent.

The annual growth of current accounts at the beginning of December 2021 was equal to 28.7 percent.

The annual growth of time deposits was -1.02 percent and significantly contributed to the growth of total deposits.

» The growth of demand deposits amounted to 17.1 percent.

Source: NBG
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The National Bank of Georgia increased the monetary policy rate to 10.5 percent

Inflation and Monetary Policy Rate

16 1 13.9 ® On December 8, 2021, the Monetary Policy Committee of the

National Bank of Georgia decided to increase the refinancing
rate by 0.5 pp.

14 4 Monetary Policy Rate

12 Annual Inflation
10 - - = = = Inflation Target

* The monetary policy rate is 10.5 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 increased
significantly, affecting the prices of imported products. According
to the NBG, the contribution of such exogenous factors to the

S YN0 2 OO IIIMNALLELENNNN 8RR aR88 8888355 g headline inflation is about 9 pp in November.
§ 3255853 58§:323855838853858:338585388:338588385853%8
Trade of USD by NBG, min USD

» According to the National Bank, all other things equal, inflation is
expected to increase temporarily in the coming months due to the
base effect of utility bills, although it will start to decline in the

spring. The gradual reduction of inflation, together with the

0 IIIII .IIII.I I I weakening of one-off factors, will be facilitated by planned fiscal

consolidation and tighter monetary policy.
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30 mpurchase of USD * The next meeting of the Monetary Policy Committee will be held

0 on February 2, 2022.
“ Sell of USD

-60 = |n 2021, the National Bank sold 332.9 million USD.
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Source: NBG
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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 December 1, 2021, the interest rate on foreign currency deposits was 1.7 percent, and in national currency — 10.2 percent.

The weighted average interest rate on deposits in the national currency by legal entities was 10.3 percent, and in foreign currency - 1.7 percent.

The average annual interest rate on deposits by individuals is 1.7 percent for foreign currency deposits and 10 percent for national currency deposits.

The weighted average annual interest rate on short-term consumption loans was 18.1 percent (20.2 percent in national currency and 6.5 percent in foreign currency).
The weighted average annual interest rate on long-term consumption loans was 16.9 percent (18.2 percent in national currency and 6.7 percent in foreign currency).

At the end of November 2021, the interest rate on mortgage loans denominated in local currency issued to legal entities was 13.5 percent, and in foreign currency — 6.8 percent. The
interest rate on loans to individuals in the national currency was 12.8 percent, and in foreign currency - 5.8 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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