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Key Developments

= |In December 2022, the real GDP growth rate was 11 percent and average growth rate of 2022 was 10.1 percent, according

to the preliminary estimates of the National Statistics Office.

= In January, annual inflation stood at 9.4 percent, while core inflation was 7.7 percent

= In December, exports increased by 32.5 percent year-on-year and imports increased by 31.2 percent year-on-year, increasing

the trade deficit by 30.3 percent year-on-year to 822.6 million USD

= For December, the real effective exchange rate appreciated by 15.0 percent compared to the same period of the previous year

and by 0.6 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 December was equal to 11 percent

Economic Growth, % y/y
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Estimated real GDP growth rate in December 2022 equaled 11.0 percent YoY and

average annual real GDP growth rate for 2022 equals to 10.1 percent.

In December 2022 the estimated real growth compared to the same period of the
previous year was observed in the following activities: Construction, manufacturing,
transport and warehousing, finance and insurance activities, trade, hotels and

restaurants.
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* A decline was registered in the field of real estate related activities, professional,
-14,5%
scientific and technical activities and supply of electricity, gas, steam and air
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According to preliminary estimates, real GDP increased by 9.5 percent in the fourth quarter of 2022

Real GDP growth by economic activity, 2022 Ill Quarter
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* According to preliminary estimates, in the third quarter of 2022
economic growth amounted to 9.8 percent, while in the second quarter
of 2022, compared to the corresponding period of the previous year,
real GDP increased by 7.2 percent and by 18.0 percent compared to
the second quarter of 2019.

The following industries have made a significant contribution to growth
of Q3 2022:

= Activities of households as employers: 127.8% y/y (0.1 p.p.)

* Information and communication: 74.9% y/y (3.3 p.p.)

= Supply of electricity, gas, steam and air conditioning: 34.7% y/y

(0.3 p.p.)

* Mining industry: 31.3% y/y (1.1 p.p.)

* Transport and warehousing: 29.0% y/y (0.4 p.p.)

* Arls, entertainment and recreation: 12.0% y/y (1.5 p.p.)

*  Accommodation and food supply activities: 11.7 y/y (0.5 p.p.)

= Construction: 9.1% y/y (0.4 p.p.)

« The following sectors made a significant contribution to the decrease:
* Real estate-related activities: -6.3 y/y (-0.8 p.p.)
* Health care and social service activities: -14.3 y/y (-0.8 p.p.)
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Trade Deficit increased by 30.3 percent annually

Change of Domestic Export, %y/y Change of Import, %y/y
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» Export increased annually by 32.5
percent to 555.8 million USD in
December.

Domestic export decreased annually by
6.2 percent to 297.9 million USD.

* Import annually increased by 31.2

-40% percent to 1,378.4 million USD in
7323287383833 39534834343H4 292229383888¢88+383333337837377% December.
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* Trade deficit annually increased by
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International trade is characterized by stable diversification

Top 10 Export goods, % of total Export Export by country, December
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Tourism recovery continue to increase and reached 167.2% percent of 2019 level in December 2022

Revenue from Tourism, 2019 = 100 Revenue from Tourism, December 2022
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167,2 * In December 2022, tourism revenues

increased by 188.2 percent compared to

the corresponding period of the previous

20 Russia 363.9 year to 363.3 million USD. Such high
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40 : . . .
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Remittances are increasing as a result of economic activity in the region

Net Remittances Net Remittances, December 2022

300% .
* In December 2022, net remittances were
241,7%

250% estimated at 501.4 million USD, representing

200% a 155.6 percent annual increase. Relative to

Russia .
125,6% 313.5 925.5 144.2 corresponding  month  of 2019,  Net
150%
Italy 42.3 13.5 2.6 Remittances increased by 241.7 percent.
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The Real effective exchange rate in December appreciated by 15.0 percent annually

NEER: 2013 = 100 REER: 2013 = 100 USD Exchange Rates
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NEER 137.07 b, 4.5% i, 23.9%
REER (December 2022) 145.35 b, 15.5% b, 38.5%
Source: NBG
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Tax revenues in January is above the forecast value by 15.9 percent

Budget Revenue Performance, January 2023 Consolidated Budget, mIn GEL
oo » The actual level of tax income in January 2022
1800 a0 oo was 1,678 min GEL which is above he
e 1159% 109.6% . MR o forecasted value by 15.9 percent.

1400 1000

100%
500 .
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80% .502 | v I ' ‘M W/ Y W w in December.

. » Consolidated budget revenues increased by
1000

800 60%

-1000 . .
oo oo » The operating budget of the consolidated
40% 2000 budget, which represents the savings of the
400 oo government, amounted to 61.1 million GEL,
200 0% NN RNRNNN NN NNOQ O NI NN NN while the total balance was set at -906.7 million
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Tax Revenue Income Tax Profit Tax VAT Excise
s Forecast Actusl O Performance [ Revenue Expense == Operating Balance Total Balance = Revenue from taxes had a signiﬁcant impact on
revenue from VAT and profit tax in December,
Tax Income, % y/y 2100 accounting for 10.2 and 6.5 percent of total
growth, respectively.
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The structure of the securities portfolio has undergone minor changes

Portfolio Yield Curve Weighted average interest rates
= InJanuary 2023, 5 auctions were held with total
e 31.01.2023 10,0% . ! -
—®—January issuance volume of 242.087 million GEL.
10,0%
9,5% * The weighted average interest rate amounted
9,45% 9,42% ?
9.5% 9.31% to 8.880%.
8.94% 9,0% = There were issued Treasury Bills with total
9,0% ’ amount 40 million and Treasury bonds with the
5o 8,83% 8,68% amount of 202.087 million.
8,5% » Treasury securities with total amount of 40
8 0% million GEL were redeemed.
8,0% 6 month T- 12 monthT- 3 vyearT- 5yearT- 7 year T-

0-1 Year* 1-3 Year* 3-5 Year* 5-7 Year* bills bills bonds bonds bonds = As of January 31, 2023 24% of treasury
securities portfolio is composed of securities
with the remaining maturity of less than 1 year.

Issuance and Demand, min GEL
= Bid-to-cover ratio slightly changed compared
200 187 to the previous month's value (December 2.27)

and amounted to 2.10.
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The larization rates continue to rise

Loan Larization Deposit Larization

. s o 120000 » As of January 1, 2023, the larization of total

loans is 55.4 percent.
70%

mmmmm Share of Interbank Loans

s Share of Loans Granted to Legal Entities

60%

. » The larization of loans to individuals is 69.9

percent.

Share of Loans Granted to Individuals

Total Loans
50%

Loans, Granted to Legal Entities

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

to 37.5 percent.

30%

o 0% * The larization of total deposits equals to 43.0

percent.
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n N g N W O NN 0 O O O < N N M < 1 1N O N 0 00 O ©O —« = N
8833888688839 odadI3ddagdda3dINNA amounted’r067.5percent.
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L2 ST Z2IS L 23S e 2SS e 2Z2Is5sS e 2Z2Isue 2
Total Deposits Current Accounts Demand Deposits
Time Depsis * The larization of deposits of individuals is 28.4
31-12-22 31.12.2022 percent.
100% 80%
s0% Consumer Loans ——— Loans Secured by Real Estate * The larization of time deposits is 50.7 percent.
80% 60% . .
* The larization of current accounts equals to 40.2
70%
percent.
60% 40%
s0% * The larization of demand deposits is 37.0
o 20% percent.
30%
0%
20% n W VW W N N N 0 0O 0 O O O O O O H H H N o
[S] — [<1] (3 — a0 o — [T} o — a0 Q — [T} o — a0 o - (1) o
9} Q S [} QS g} Q S 9 QS ) Qo S 5} QS 7] o S 9}
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Net of Exchange Rate Effect
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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
31-12-22 31-12-22 31-12-22
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Share of Local Currency Loans Share of Foreign Currency Loans s Share of Local Currency Loans Share of Foreign Currency Loans Total Loans
I Share of Loans Granted to Legal Entities Share of Loans Granted to Individuals
Total Loans
mmmmm Share of Interbank Loans Total Loans

Local Currency Loans

Loans, Granted to Legal Entities

Loans, Granted to Individuals

. Local Currency Loans
Foreign Currency Loans

Foreign Currency Loans
As of January 1, 2023, total loans increased by 16.2 percent compared to the corresponding period of 2022 (excluding exchange rate effects).

The annual growth of loans to legal entities is 11.9 percent.
= The annual growth of loans to individuals is 18.2 percent.
As of January 1, 2023, the growth rate of loans denominated in the national currency amounted to 22.3 percent.

The annual growth of loans denominated in foreign currency amounted to 9.4 percent.

As of December 31, 2022, the annual growth of loans secured by real estate amounted to 10.3 percent. At the same time, mortgage loans denominated in national currency
increased by 21.0 percent, while mortgage loans denominated in foreign currency increased by 2.7 percent.

Source: NBG
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The annual growth of deposits denominated in foreign currency continues stable growth

Deposits, % y/y Deposits by Currency, % y/y Deposits by type, % y/y
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Total Deposits
Deposits of Individuals

Foreign Currency Deposits

Current Accounts

= As of January 1, 2023, the growth of total deposits compared to the corresponding period of the previous year is 30.6 percent.

Demand Deposits

Time Deposits

The annual growth of deposits denominated in the national currency amounted to 31.9 percent. The annual growth of deposits denominated in foreign currency stood at 29.6 percent
over the same period.

The growth of deposits of individuals amounted to 29.8 percent, while the annual growth of deposits of legal entities in the same period amounted to 14.6 percent.
The annual growth of current accounts at the beginning of January 2023 was equal to 32.3 percent.

The annual growth of time deposits was 14.7 percent.

The growth of demand deposits amounted to 52.3 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 February 1, 2023, the Monetary Policy Committee of the
14 - National Bank of Georgia decided to keep the refinancing rate at
11.0 percent.

Monetary Policy Rate
Annual Inflation
10 - - - - - Inflation Target

12 4

94 = Per NBG, Annual inflation in Georgia has already passed the
peak and follows a downward trend, mainly driven by the
gradual neutralization of the external factors. In particular,
according to the Food and Agriculture Organization (FAO), the
international food price index has been decreasing since March
last year. At the same time, international shipping costs continue
to decline and as of December 2022 have fell down almost to the
pre-pandemic level. These trends, against the backdrop of a

S8 3 8222333332225 23S55505383838IXY22T22RR]IRRIISSSNANANNN stron h bei itted he | | k
T L L L T LTI E T LI LT TLILCTLILCELTILETIZTLIIRTLINTLIERCTEIR ger exchange rate, are being transmitted to the local market
§ 53855388338 5§8538553885583853838888388533885385253E8 . . . . .
SETOSTSTORSTORTSTORILTOSLTOSLTOSCTOSCTORCT OSSO and reduce imported inflation. Both prolonged period of tight
monetary policy and fiscal consolidation support the reduction of
Trade of USD by NBG, mln USD headline inflation. According to the updated macroeconomic
" forecast, other things being equal, given tight monetary policy
annual inflation will continue to decline and approach the target
40 level in the second half of 2023.
20 I I I I I I ‘ = The next meeting of the Monetary Policy Committee will be held
NI ST Ry 1 on March 29, 2023.
-20
20 m Purchase of USD = There was no FX interventions through auctions during December.
Sell of USD
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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

31.12.2022 Legal Entities Individuals
A2, 17%
18%
: 31-12-22 31-12-22
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As of January 1, 2023, the interest rate on foreign currency deposits was 1.4 percent, and in national currency — 10.9 percent.

The weighted average interest rate on deposits in the national currency by legal entities was 11.3 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 10.9 percent for national currency deposits.

The weighted average annual interest rate on shortterm consumption loans was 16.7 percent (18.8 percent in national currency and 6.5 percent in foreign currency).
The weighted average annual interest rate on long-term consumption loans was 16.6 percent (17.9 percent in national currency and 6.9 percent in foreign currency).

At the end of December 2022, the interest rate on mortgage loans denominated in local currency issued to legal entities was 14.2 percent, and in foreign currency 8.5 percent. The
inferest rate on loans to individuals in the national currency was 13.3 percent, and in foreign currency 6.3 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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