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Key Developments

= In June 2023, the real GDP growth rate was 7.7 percent and average growth rate of the first six months of 2023 was 7.6

percent, according to the preliminary estimates of the National Statistics Office.
= In July, annual inflation stood at 0.3 percent, while core inflation was 3.2 percent

= In June, exports increased by 22.5 percent year-on-year and imports increased by 10.0 percent year-on-year, decreasing the

trade deficit by 1.5 percent year-on-year to 666 million USD

= For June, the real effective exchange rate appreciated by 17.4 percent compared to the same period of the previous year and

depreciated by 0.1 percent compared to the previous month

= The National Bank of Georgia kept the monetary policy rate at 10.5 percent in June
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Economic Growth in June was equal to /7.7 percent

Economic Growth, % y/y
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= Estimated real GDP growth rate in June 2023 equaled 7.7 percent YoY and average
annual real GDP growth rate for the 2" quarter of 2023 equals to 7.4 percent.
Seasonally adjusted economic growth in June comparing to the previous month was -

0.6 percent.
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In June 2023 the estimated real growth compared to the same period of the previous
year was observed in the following activities: Construction, trade, financial and

insurance activities.

= A decline was registered in the fields of the transport and warehousing, electricity, gas,

Jan Feb Mar Apr May Jun

steam and air conditioning supply.
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According to preliminary estimates, real GDP increased by 7./ percent in the first quarter of 2023

Real GDP growth by economic activity, 2023 | Quarter
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* According to preliminary estimates, in the first quarter of 2023
economic growth amounted to 7.7 percent, while in the fourth quarter
of 2022, compared to the corresponding period of the previous year,
real GDP increased by 9.7 percent. In the first quarter 2023 economic
growth was 23.1 percent compared to the first quarter of 2019.

* The following industries have made a significant contribution to growth
of Q1 2023:

* Information and communication: 44.2% (2.2 p.p.)

= Activities of households as employers: 38.0% y/y (0.05 p.p.)

* Administrative and support services activities: 32.9% (0.4
p.p.)

=  Accommodation and food service activities:15.7% (0.5 p.p.)

= Construction: 15.1% (0.7 p.p.)

* Wholesale and retail trade; repair of motor vehicles and

motorcycles: 14.0% (1.6 p.p.)

+ The following sectors made a significant contribution to the decrease:
* Mining and quarrying: -10.8 (-0.2 pp.)
* Human health and social work activities: -12.7% (-0.7 p.p.)
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Trade Deficit decreased by 1.5 percent annually

Change of Domestic Export, %y/y
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Change of Import, %y/y
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* Export increased annually by 22.5
percent to 549.6 million USD in June.

50%

0% * Domestic export decreased annually by
8.4 percent to 245 million USD.

10%

0% * Import annually increased by 10.0
percent to 1 216 million USD in June.
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International trade is characterized by stable diversification

9 Export by country, June
Top 10 Export goods, % of total Export port by )z - Top Export Products:
. +56.8 % l *  Motor cars: 196 min. USD - 35.6 percent of
+22.5% v total export.
Copper ores and Other . )
concentrates. 5% | Ferro-alloys. 4% LS . Copper ores and concentrates: 25.6 min. USD
— 4.7 percent.
Bulgaria
400 ¢ «  Ferro-alloys: 23.2 min. USD - 4.2 percent.
Wine of fresh Electrical energy. = Turkiey
8 300
grapes. 4% 4% =kyrgyzstan = Top Import Products :
Gz vineral | waters, RS = Russia «  Motor cars: 116.6 min. USD - 13.7 percent.
cheraots, and | includi... = Kazakhstan +  Petroleum and petroleum oils: 96.8 min. USD
cigarillos and... fresh mineral .
| vaters.. | ana.. 100 = Armenia — 8.0 percent of total import.
thyl alcoho = . . . .
undenatured, | Waters, mineral . = Azerbaijan Medicaments put up in measured doses: 48.1
Motor cars. 36% alcohol... and aerated... 2021 2022 min. USD - 4.0 percent.
Top 10 Import goods, % of total Import Import by country, June
o +40.8 % l * Top Export Country:
10.0 % v - Armenia: 80.0 min. USD - 14.5 percent.
Other
1200 «  Azerbaijan: 76.8 miIn. USD — 14.0 percent.
Italy
Medicaments [T «  Kyrgyzstan: 70.6 miln. USD - 12.3 percent.
put up in Azerbaijan
Petroleum and petroleum oils. measured 200 = Armenia . Top Import Counlry :
0, 0,
o e «  EU countries: 301.3 min. USD - 24.8 percent
® Germany
Telephone Other | Auto.. [N «  Turkiye: 219.5 mln. USD - 18.0 percent.
sets ; bars and data = China
. Cigars, o [ _
including | ; tee. 29 | rods of... | proces... JPICE Russia: 148.3 min. USD - 12.2 percent.
garettes. 2% m USA
telephones
for cellular Struct... Air 200 o Russia
networks or Motor and conditi...
Motor cars. 14% forothers] vehicles . 1% | parts o... | machi... 0 u Turkiey
Source: Geostat 2021 2022
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Net Remittances decreased by 18.5 percent in June 2023

Net Remittances Net Remittances, June 2023
300% . .
a1 7 * |n June 2023, net remittances were estimated
250% Country Net Remittances  Change, %y/y Share in at 324.3 million USD, representing a 18.5
(USD million) growth, pp .
200% percent annual decrease. Relative to
155,6%
150% - corresponding  month  of 2019,  Net
Russia 125.7 -45.0 -25.9 , ,
. Remittances increased by 157.1 percent.
100% Italy 42.0 20.7 1.8
50% 33,7% USA 37.4 415 2.8
0% Greece 18.8 9.1 0.4 * Net Remittances increased from:
-18,5% Germany 19.3 47.2 1.6
-50% Israel - R . . B
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec 189 15.7 0.6 Turklye' 154.7 percent (com”bUhon
Other 62.1 1.6 0.3 of 0.7 pp to total growth).
——2023/2022  ===2022/2021 ====2022/2019 ==2021/2019
Net Remittances by country, %y/y * Germany: 47.2 percent (contribution
200% of 1.6 pp to total growth).
— USA _
) _(Kaerrmj”y * USA: 41.5 percent (contributing 2.8
150% — lefl\fus pp to total growth).
. taly
100% m— Russia * ltaly: 20.7 percent (1.8 p.p.
W Greece contribution to total growth).
50% ,
* Net Remittances decreased from:
oy e — RS & W N8 = = » Russia: -45.0 percent (-25.9 pp
18,5% contribution to total growth)
-50% .
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£222322222::53323222232255522838333:22383338:22z2:z2¢+: total growth)
RSRSSSSSSSS8CRERSRISRENERERERIRERRYIYIIERRRRE
N N N N N N N N N

Source: NBG

July|2023




ezinr
ez hen
€T IBN
gz uer
TTNON
[44°EN
cinr
T hen
Tien
Tz uer
TTAON
1z das
pralily
T hen
TTleN
T uer
0T'NON
0g'das
ozInr
ozhen
0T 1eN
ocuer

July 31, 2023

20.4%
16,9%
135.7%
41,7%
41,9%
20,2%

USD Exchange Rates

-0,7%
2.2%
47,1%
26,4%
13.1%
4 6%

4]
€7-994
[44 EN
442\
TZ-NON
Tz-unr
Te-uer
0z-8ny
0z-leN
6T-120
6T-Aen
81-22@
8T-Inr
81-9°4
JARCEN
LT-1dy
9T-AON
9T-unr
91-uer
ST-8ny
ST-leN
¥1-120
yT-Aein
€1-22Q
€T-In(
€1-094

w
F Y
F
F Y
F
F 9

2,9060
26433
0,0981
0,0231
186,05
151,88

July 31, 2023 July 31, 2023 - Jan 1, 2023 July 31, 2023 - Jan 1, 2022

REER: 2013 = 100

90
85
80

LN o mn o LN o LN
o~ (] — — o o [e)]
— — — — — —

trallaly
€7-9°4
[44°EN
Tz-1dy
TZ-AON
Tz-unr
Te-uer
0¢z-8ny
0z-1eiN
61-1°0
6T-AeiN
8T1-23@
8T-Inr
81-9°4
LT-d3S
LT-1dy
9T-AON
9T-unf
9T-uer
ST-8ny
ST-le
¥T-1°0
vT-Aeny
€1-23Q
€T-INf
€1-924

e
“©
D)
C
(@
<C
-+
(@
(D)
O
C
(D)
o
=
™~
>
o)
O
()
-+
B1Y
(@)
(D)
C
(O
o
<C
(D)
C
2
=
=
()
-+
(4}
o
(D)
(@)
C
(49}
-
(@)
>
Lol
(D)
2
-+
(@)
()
G
G
Lol
"
(D)
o

Note: Increase means appreciation
REER (June 2023)

NEER: 2013 = 100
Turkish Lira
Russian Ruble
NMEER

Source: NBG

Euro
US Dollar

165
155
145
135
125
115
105

95

85

™
N
O
S
=
=)
-



Tax revenues in July is above the forecast value by 7.8 percent

Budget Revenue Performance, July 2023
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The actual level of tax income in July 2023 was
1,664 min GEL, which is above the forecasted
value by 7.8 percent.

Consolidated budget revenues increased by
10.0 percent and expenditures increased by
12.8 percent in June.

The operating budget of the consolidated
budget, which represents the savings of the
government, amounted to 436.6 million GEL,
while the total balance was set at 7.2 million
GEL.

Revenue from taxes had a significant impact on
revenue from VAT and Income tax in June,
accounting for 6.5 and 5.9 percent of total
growth, respectively.



Structure of the Securities Portfolio has Undergone Slight Changes

Portfolio Yield Curve Weighted average interest rates
10,0% 10,0% = In July 2023, 6 auctions were held with total
9,66% issuance volume of 264.85 million GEL.
9,49% = July
9.5% 2% 9,49% June = The weighted average interest rate amounted
’ 9,28% to 8.5%.
v 9,02% 20%
0,0% 915%\%( %NG% * There were issued treasury bills with maturities
’ 9,02% s oo of 6 mopths and .1‘2 months and the treasury
8,86% o bonds with maturities of 3, 5, 7 and 11 years.
g 59 7,98% Treasury securities with total amount of 40
’ =—31.07.2023 8,0% 8,12% million GEL were redeemed.
30.06.2023
= As of July 31, 2023 around 38% of the treasury
8,0% 7% securities portfolio is composed of the
0-1 Years 1-3 Years 3-5 Years 5+ Years &M 1M 3 5Y " 11¥

securities whose maturity date is with duration

) ) ) 3-5 years. The medium-term state financials
Issuance and Demand of Treasury Bonds, min GEL Portfolio by Residual Maturity (July 31) securities (with duration 1-3 years) have also a

210,5 sizable share (at around 28%) in the total
200 9,9% portfolio, while 24% are securities with maturity
date due for the next 1 year. .
139,0 . .
150 = The Bid-to-cover ratio decreased compared to
1000 o6 the previous month’'s value (June 2.08) and
100 _ amounted to 2.26.
550 60,0 59,3
50 360 430
20,0 20,0. 25,0
0
6M 12M 3y 5Y 7Y 11v
lssuance ® Demand = 0-1Years = 1-3Years = 3-5Years 5+ Years
Source: MoF
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Some Larization Rates Stop Rising

Loan Larization Deposit Larization
80%

6/30/2023 70% 30.06.2023 = As of June 30, 2023, the larization of total loans
is 54.8 percent.

70%

60%

50%

so% » The larization of loans to individuals is 70.3

percent.
40%

0% 0% * The larization of the loans to legal entities

20% amounted to 36.3 percent.

10% 10%

0%

= The larization of the total deposits equals to 48.5

ercent.
5525885888932 999592883588  2ancoogzidgRnERE88gENNR
Lo iy Y B L & & < R
$S88233882888235833388338833883 amk 288828853558 3885832388258 5 The larizati the deposits of leaal entiti
it - rizarion on | Nt
mmmm Share of Interbank Loans [ Share of Loans Granted to Legal Entities mmmmm Share of Current Accounts Share of Demand Deposits mmm Share of Time Deposits € larizanon © € aeposiis of legal e es
Share of Loans Granted to Individuals Total Loans Total Deposits Current Accounts Demand Deposits GmOUnfed fo 745 percenf.
Loans, Granted to Legal Entities Loans, Granted to Individuals Time Deposits
100% 6/30/2023 80% 30.06.2023 * The larization of the deposits of individuals is
Consumer Loans 32 5
90% e | 0ans Secured by Real Estate . Percenf-
80% 1 . . . . .
‘ o0 * The larization of time deposits is 56.1 percent.
70%
. * The larization of current accounts equals to 47.5
o 40%
’ percent.
50%
20% * The larization of the demand deposits is 40.4
20%
percent.
30%
20% t
0%
2385559 m992939g8:5835y3 0
et of Exchange Rate fifect 2582582582588 58¢858¢858¢8:5
0%
O NN~ OO dd N AN MO T NN OMNMNOOOWO OO O « d N oM
Q Q2 Q Q Q o o o ol ol g gl g Qg mmmmmm Share of Deposits of Individuals Share of Deposits of Legal Entities
S22 83Fs038°" 888238038~ £8<23 Total Deposits Deposits of Individuals
Deposits of Legal Entities
Source: NBG
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Annual Growth Trend of Loans is Sustained

Loans Growth Rates, % y/y Loans by Currency, % y/y Mortgage Loans, % y/y
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mmm Share of Interbank Loans Total Loans Total Loans Local Currency Loans Total Loans Local Currency Loans

Loans, Granted to Legal Entities

Loans, Granted to Individuals Foreign Currency Loans Foreign Currency Loans

= As of June 30, 2023, the total loans increased by 15.4 percent compared to the corresponding period of 2022 (excluding exchange rate effects).
= The annual growth of loans to the legal entities is 14.4 percent.

* The annual growth of loans to individuals is 16 percent.

= As of June 30, 2023, the growth rate of the loans denominated in the national currency amounted to 15.7 percent.

= The annual growth of loans denominated in foreign currency amounted to 15 percent.

» As of June 30, 2023, the annual growth of loans secured by real estate amounted to 13.4 percent. At the same time, the mortgage loans denominated in national currency
increased by 24.8 percent, while the mortgage loans denominated in the foreign currency increased by 4.9 percent.

Source: NBG
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Annual Growth of Deposits Denominated in Foreign Currency Continues Stable Growth

Deposits Annual Growth, % y/y

50%

Deposits by Currency, % y/y Deposits by Type, % y/y
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Share of Deposits of Legal Entities [ Share of Deposits of Individuals

Total Deposits

N o, Share of Local Currency Deposits [ Share of Foreign Currency Deposits
Deposits of Legal Entities
Deposits of Individuals

Total Deposits Local Currency Deposits
Foreign Currency Deposits

Share of Current Accounts B Share of Demand Deposits B Share of Time Deposits
Total Deposits Current Accounts
Time Deposits

Demand Deposits

= As of June 30, 2023, the growth of the total deposits compared to the corresponding period of the previous year is 30.5 percent.

* The annual growth of the deposits denominated in the national currency amounted to 44.6 percent. The annual growth of the deposits denominated in foreign currency stood at 19.5
percent over the same period.

= The growth of deposits of individuals amounted to 30.7 percent, while the annual growth of deposits of legal entities in the same period amounted to 35.8 percent

= The annual growth of current accounts at the beginning of June, 2023, was equal to 29.6 percent.
= The annual growth of the time deposits was 21.3 percent.

= The growth of the demand deposits amounted to 44.5 percent.

Source: NBG
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The National Bank of Georgia Kept the Monetary Policy Rate at 10.5 percent

Inflation and Monetary Policy Rate

16 _ = On June 21, 2023, the Monetary Policy Committee of the
14 - Monetary Policy Rate National Bank of Georgia decided to keep the refinancing rate at
10.5 percent level..

Annual Inflation

12 A
10 - - - - Inflation Target
= Per the NBG, Russia's invasion in Ukraine has led to significant
global economic disturbances and further exacerbated supply-
demand imbalances already in place due to the pandemic.
Recently however, there have appeared signs of price
stabilization on international commodity markets. As a result of
the sanctions lately imposed by the European Union, oil prices
have decreased. At the same time, international shipping costs
4 continve to fall at a rapid pace, which should be reflected in

S 3 2 2 3 3 2 2 2 2 S oz & & a2 a ] /& & ¥ § 78 8 & import prices. In Georgia inflation has already retreated from its
s 2 § %2 § 2= & =2 & =2 & =2 & = &§ =2 & = & = & = & s k and fell bel h inflati 0.6 i i
= < < < = = = < < = = = peak and tell below the target intlation at 0.6 percent in June, is
now on a downward path. It is expected that given the
Trade of USD by NBG, mln USD appreciated exchange rate, the aforementioned global trends will
60 be gradually transmitted to the local market, helping to further
reduce inflation.
40
- ‘ = The next meeting of the Monetary Policy Committee will be held
on August 2, 2023.
0|||||||.||||.|II|I|IIIII|I|| ul /
20 . : : :
» The NBG made the interventions through the auctions during
4o [PurchaseofUsD June, 2023 and sold 17.1 million USD.
Sell of USD
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Source: NBG
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Market Interest Rates Slightly Decreased in National Currency and Increased in Foreign Currency

Interest Rates on Deposits Interest rates on Loans secured by Real Estate

13%
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As of June 30, 2023, the interest rate on foreign currency deposits was 1.4 percent, and in national currency — 11.1 percent.

The weighted average interest rate on deposits in the national currency by legal entities was 11 percent, and in foreign currency — 2.1 percent.

The average annual interest rate on deposits by individuals is 1.4 percent for foreign currency deposits and 11.1 percent for national currency deposits.

The weighted average annual interest rate on shortterm consumption loans was 16.2 percent (17.9 percent in national currency and 6.6 percent in foreign currency).
The weighted average annual interest rate on long-term consumption loans was 16.5 percent (17.6 percent in national currency and 7.3 percent in foreign currency).

At the end of June, 2023, the interest rate on mortgage loans denominated in local currency issued to legal entities was 14 percent, and in foreign currency 9.2 percent. The interest
rate on the loans to individuals in the national currency was 13.3 percent, and in foreign currency 6.8 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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