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Key Developments

= In November 2023, the real GDP growth rate was 5.9 percent and average growth rate of the first eleven months of 2023 was

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

= In December, annual inflation stood at 0.4 percent, while core inflation was 2.0 percent

= In November, exports decreased by 1.8 percent year-on-year and imports decreased by 7.6 percent year-on-year, decreasing

the trade deficit by 11.1 percent year-on-year to 730 million USD

= For November, the real effective exchange rate appreciated by 2.7 percent compared to the same period of the previous year

and depreciated by 2.8 percent compared to the previous month

= The National Bank of Georgia decreased monetary policy rate at 9.5 percent in December
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Economic Growth in November was equal to 5.9 percent

Economic Growth, % y/y
» Estimated real GDP growth rate in November 2023 equaled 5.9 percent YoY and average

35%

. 28,8% annual real GDP growth rate for the 31 quarter of 2023 equals to 5.7 percent, while the
25% average growth of the first 11 months was 6.9 percent. Seasonally adjusted economic
20 15,0% growth in November comparing to the previous month was 1.0 percent.
15%
10,5% 9 10,4%
9,5% o, 4 9,8% 9,7% ’
10% - 7.2% SO TR 62% 59% . . .
o P 33% I I I . I I I l l " . ~” = In November 2023 the estimated real growth compared to the same period of the previous
0% LR . . = . year was observed in the following activities: Financial and insurance activities,
o . 3,8% Construction, Professional, scientifictechnical activities and Trade.
-10% -6,8% .7,4% -6,8%
-15%
_14/5% . . . . . .
-20% = A decline was registered in the fields of n Manufacturing, Energy, Transportation and
a Q@ a3 o4 Q. Q@ a3 o4 a1 @ a3 o4 Q1 Q2 Q3 Oct Nov
2019 2020 2020 2021 2021 2022 2022 2023 storage.
Economic Growth, % m/m Economic Growth, 2023-2019
15% 30% —8—2023/2022
23,9% —2022/2021
10% 25% . 214% ——2022/2019
e 2021/2019
5% 20% 18,0% 7.4% / 18,1%
15,4%15,5%
0% 13,0%
0 ,0%
15% 13% 1%
-5% Naor”?
10%
-10%
59 84%
-15%
0%
-20% 1,0% 0,6%
MNP NDNDNNNNOO00000000000THHATNHAHAAAATATNNNNNNNNNANNN MM MNNMN MO EEN DN -0,7%
e e e e A A A A A gAY aq 5%
C_QLL>~C_DDQ.“>UC.QLL>~C_°DQ.‘U>UC_QLL>~:_Q°Q.g>UC_QLL>~C_DBQ.“>UC.QLL>~C_°DQ.“>
5228832280285 93823°28028293883°28028593883°28028583883°2902
-10%
Seasonally Adjusted Economic Growth, % m/m
¥ A% 6m/ Jan Feb Mar Apr May Jun Jul Aug Sept Oct Nov Dec Q1 Q2 Q3 Q4

Source: Geostat, MOF

December|2023 | 3




According to preliminary estimates, real GDP increased by 5.7 percent in the third quarter of 2023

Real GDP growth by economic activity, 2023 Ill Quarter

20% 14% " According to preliminary estimates, in the third quarter of 2023
15% 1,2% economic growth amounted to 5.7 percent, while in the second quarter
10% 1,0% of 2023, compared to the corresponding period of the previous year,
5% . . - 0,8% real GDP increased by 7.8 percent. In the third quarter 2023
0,6% . .
0% L ’ economic growth was 19.1 percent compared to the third quarter of
0,4%
— o
0,2% . . . . ofe . .
10% 0o " The following industries have made a significant contribution to growth
s o of Q32023
-20% _ -0,4% = Administrative and support services activities 17.7% (0.2 p.p.)
Administrative and  Professional, Financial and Education state governance  water supply; construction wholesaleand  Health and social Activities of other
support services scientificand  insurance activities and defense; Sewage, waste retail trade; Car  service activities households as . . o . e e o
activities technical activities Compulsory social management and and motorcycle tenants; = PrOfeSS|OnG|, SClenhflC Ond feChnlCGI activities ]76/0 (04
security decontamination repair Production of
activities undifferentiated
goods and services p ° p N )
) ) by households for
W Annual Growth Contribution to Growth (RHS) their own * Financial and insurance activities 13.7% (0.9 p.p.)
consumption
. . . H O,
GDP by economic activity, 2023 Ill Quarter * Education 13.6% (0.6 p.p.)

* state governance and defense; Mandatory social security
13.3% (0.9 p.p.)

SRS . » water supply; Sewerage, waste management and
E0vVermance an

defense; decontamination activities 11.1% (0.1 p.p.)
PP Compulsory
Activities related to real .
estate, 10.24% social security, | Transport and = Construction: 8.5% (04 pp)

0.47% storage, 6.06% . . .
* wholesale and refail trade; Repair of automobiles and

motorcycles: 8.1% (1.2 p.p.)

= The following sectors made a significant contribution to the decrease:
Wholesale and retail Financial and

trade; Car and Information and |  insurance * Health care and social service activities: -7.5% (-0.3 p.p.)
motorcycle repair, Communication, activities, . o
Other, 25.13% 15 85% Manufacturing , 9.90% Construction, 7.78% 7% 4 87% = Activities of households as employers: -15.7% (0.02 p.p.)

Source: Geostat
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Inflation Decomposition
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Total and Core Inflation, % y/y
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Core Inflation, % m/m
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Trade Deficit decreased by 11.1 percent annually
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Change of Import, %y/y
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» Export decreased annually by

1.8

482 million USD in

percent fo
November.

* Domestic export decreased annually by

34.3 percent to 198.1 million USD.

* Import annually decreased by 7.6

211

percent to 1 million USD in

November.

Trade deficit annually decreased by
11.1 percent to 730.0 million USD in
November.

Share of re-export in export growth is
equal to 19.3 percent (50.1 %y/y),
while share of commodity export is
negative 13.9 percent (-58.4 %y/Yy).

Contribution of import of Investment,
Consumption and Intermediate goods fo
total import annual growth was equal to
0.8,-1.0 and -6.9 percent respectively.



International trade is characterized by stable diversification

Top 10 Export goods, % of total Export

Export by country, November

= Top Export Products:

600 +12.0 % *  Motor cars: 185.0 million. USD - 38.4 percent of
Undenatured 1 8‘V—*
ethyl alcohol, R Other total exports.
spirits, ligueurs 500 . .
andother | Wine of fresh Uzbekistan « Undenatured ethyl alcohol, spirits, liqueurs and
spirituous... | Erapes. 3% . other spirituous beverages: 23.3 million USD - 4.8
400 urkey
o o EU countrios percent of total exports.
Copperoresand | and other  JEEXS R «  Natural grape wines: 23.0 million USD - 4.8
concentrates. 4% nuts. 3% percent
B : 200 = Armenia '
EHOIEUM | prineral | Gold
e or | unwr.. = Kyreyzstan = Top Import Products :
T cnemi | orin R = Kazakhstan Mot 162.3 million USD - 13.4 tof
o | semi . otor cars: .3 million - 13.4 percent o
Medicaments | fertiliz— | semi_. p
put up in 0 = Azerbaijan total imports.
Motor cars. 38% measured... | Waters, mineral... 2021 2022 2023 *+  Petroleum and petroleum products: 124.4 million
Top 10 Import goods, % of total Import Import by country, November USD - 10.3 percent.
[s)
1400 ¥17.3% —_— l Other «  Medicinal products packaged: 43.7 million USD -
-7.6 %
. : 3.6 percent.
Medicaments 1200 gm_ted Arab
M up |n mirates
:‘E““T:’E 1000 fapan = Top Export Country:
Q565 . G5
= Azerbaijan « Azerbaijan: 74.3 mln USD, - 15.4 percent.
- 800
Telephone r"'"r':_tc'r . Ui +  Kazakhstan: 69.3 min US dollar - 14.4 percent.
sets and VERIE-.
apparatus for - | for the Sy . «  Kyrgyzstan: 64.4 mIn USD - 13.4 percent..
machi.. | trans.. Russia
the 1 ;
I and.. of
e o " China = Top Import Country :
Cho. .
Petroleun and Other bars Mixed | and 200 = Turkiey » Turkiey: 220.4 min USD, - 18.2 percent.

petroleum oils
Motor cars. 13% 10%

and rods of goods. | other
ifon or Non._. 1% food._. 0

o U countri *  Russia: 107.5 mIn USD - 8.9 percent.
2021 2022 2023 +  China: 104.3 mln USD - 8.6 percent.

Source: Geostat

December|2023



Net Remittances decreased by 46.6 percent in November 2023

Net Remittances Net Remittances, November 2023
300% 241,7% * In November 2023, net remittances were
220% Country Net Remittances ~ Change, %y/y Share in estimated at 261.5 million USD, representing a
200% (USD million) growth, pp .
155,6% 46.6 percent annual decrease. Relative to
150% " corresponding month of 2019, Net Remittances
9 ussia 71.8 -77.1 -49.3
100% increased by 102.4 percent.
S0 33.7% Italy 41.8 20.1 1.4
USA
0% 39.5 46.1 2.5 = Net Remittances increased from:
46,6% Germany 19.5 35.9 1.1
o0 Greece 18.5 9.8 0.3 » Kazakhstan: 80.9 percent (contribution
-100% Israel 18.1 8 1 03 of 1.5 pp to total growth).

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

Other 52.3 21.7 2.9

* Ireland: 69.0 percent (contribution of

—8—2023/2022 ———2022/2021 =——2022/2019 ~——2021/2019
0.3 pp to total growth).

Net Remittances by country, %y/y
200% 7 = USA: 39.5 percent (contribution of 2.5

B Germany pp to total growth).
150% m——
Bejarus » ltaly: 20.1 percent (contribution of 1.4
— taly Y P
W Russia pp to total growth).
100% B Greece
I Ukraine .
* Net Remittances decreased from:
50%
» Russia: -77.1 percent (49.3 pp
o =m_ wm/EEEEDE contribution to total growth)
» Turkey: -58.1 percent (0.2 pp
-50% contribution to total growth)
AN N < N O N0 OO O " N AN MmO S N O N0 00 O A N d NN O < N O NN 0 0 O - N d N O < 1D O 0 O O
= 222222222 d=2=2=2=2=2=2=2=2=22IJdId=x==2=2=2=2=2=2=2=2=2<dd=2=2=2=2=2=2=2=2=292¢d
S ©O 0 0 0 00 00 =222 Adaddaddaddeoaddse2232ddddd]dNdCdNS22ononoonmoonoonom= 2
N AN AN AN AN AN NN OO O a o o o oo oo " A A o o4 NN N NN NN o;n o
O O O O O O O O O N &N &N O O O O O O O O o o o N O O O O O O O O O N NN O O O O O O O O O o o

Source: NBG

December|2023



17.6%
14.9%
154.1%
37.8%

December 31, 2023
42.0%
17.5%

Jan 1, 2024 - Jan 1, 2022

TRY
RUB
AZN
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UAH
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e Region Average

e GEL

USD Exchange Rates

-3.1%
0.5%
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2.3%
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Tax revenues in December is above the forecast value by 2.8 percent

Budget Revenue Performance, December 2023
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Tax Income, % y/y
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Consolidated Budget, min GEL
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The actual level of tax income in December
2023 was 1,863 min GEL, which is above the
forecasted value by 2.8 percent.

Consolidated budget revenues decreased by
3.6 percent and expenditures increased by 1.2
percent in November.

The operating budget of the consolidated
budget, which represents the savings of the
government, amounted to 250.1 million GEL,
while the total balance was set at negative
259.8 million GEL.

Revenue from taxes had a significant impact on
revenue from Income tax and VAT in
November, accounting for 4.3 and 3.6 percent
of total growth, respectively.



Structure of the Securities Portfolio has Not Changed Significantly in December

Portfolio Yield Curve Weighted average interest rates
= |n December 2023, 6 auctions were held with
10,0% the total issuance volume of 219.0 million GEL.
T December One buyback auction was held during the

10,0%

November
. 9,5% month.
9,5% 9.34% 9,27%
913§%\ 9,11% » The weighted average interest rate amounted
.. 9,02% 9,0% to 8.51%
9,0% N ' '
9,02% 9,09% .
/\M 8,5% 839%  843% 8,43%  8,43% = There were issued treasury bills with maturities
9 N f 6 months and 12 months and the treasury
% 8,66% 8,39% % % 9 ° . o
8,5% ——31/12/2023 836%  BAD%  831% bonds with maturities of 3, 5, 7 and 11 years.
30/11/2023 8,0% The treasury securities with total amount of
52.11 million GEL were redeemed, including
8,0% 7 5% 2.11 min GEL repurchased through BuyBack
0-1 Years 1-3 Years 3-5 Years 5+ Years ’ .
6M 12m 3y 5Y 7Y 11Y auctions.
Issuance and Demand of Treasury Bonds, min GEL Portfolio by Residual Maturity, December 31, 2023 = As of December 31, 2023 around 43% of the
200 treasury securities portfolio (in November it
was 42.6%) is composed of the securities whose
maturity date is due for the next 3-5 year. The
150 144 medium-term state financials securities (with
1 duration 1-3 years) have also a sizable share (at
100 around 23%) in the total portfolio. The later
100 was 23.5% in the previous period (November).
60 60 66 . .
50 * The Bid-to-cover ratio decreased compared to
50 43 30 the previous month’s value (November 2.71)
20 20 20 . and amounted to 2.31.
0
6M 12M 3y 5Y 7Y 11Y ® 0-1Years ™ 1-3Years ™ 3-5Years 5+ Years
Issuance [ Demand
Source: MoF
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In November Larization Indicators’ Growth Has Lessened

Loan Larization Deposit Larization

80% B Share of Interbank Loans 11/30/2023 70%

30112023 * As of November 30, 2023, the larization of total

s Share of Loans Granted to Legal Entities

o loans is 54.5 percent.
Share of Loans Granted to Individuals
60% Total Loans 50% * The larization of loans to individuals is 71.1
Loans, Granted to Legal Entities
. percent.
50% Loans, Granted to Individuals

40% 30% * The larization of the loans to legal entities
amounted to 35.6 percent.
30%
20% 10% = The larization of the total deposits equals to 48.4
percent.
S e B B B B B B B BB, B B B B B B B B B B AR BB NI
C c 2 &« Q0 =S O >+ & e c 2 5 00 = 0 >+ S~ wweccoc > s a00o0=s 9 >4+ . . . oy
0% 0% 232858385522 832282388352232838282858 = The larization on the deposits of legal entities
M NN g N W WOWNNOBODDODDO = d N MM NN ONNNSNOWWOOD OO & o oM m
_Oé f.’_’ CE’ _Oé 3 C’é _Oé 3 ‘z _Og-, ‘C.j ‘Z E‘ E :.:' E‘ E r.:' E E T.:' :.J‘ E‘ E :‘; E “.:‘ _".Q‘ “‘.‘_, “é‘ g Z‘ BN Share of Current Accounts Share of Demand Deposits W Share of Time Deposits GmOUhi’ed 1'0 734 percen’r.
2032038832063 P9038832063¢%0832063233¢0 Total Deposits Current Accounts Demand Deposits
Time Deposits . . . . .« . .
* The larization of the deposits of individuals is
100% 80%
Consumer Loans 11/30/202 32.9 percent.
90% Loans Secured by Real Estate 30.11.2023
80% 0% * The larization of time deposits is 54.1 percent.
70% o
= The larization of current accounts equals to 47.6
60% 40%
6 percent.
50%
0% . * The larization of the demand deposits is 41.5
0
percent.
30%
20%
0%
10% 9223935323223 23]3]I]JIIIFIIFIIR
> - = > ) = > - = > ) = > - = > ) = > - = > ) = >
o Net of Exchange Rate Effect §§3§§3§§3§§3§§3§§3§§3§§3§
0
8 SIS S 383 S S5 333 3 23 S S S ks 23 ;5 INERNERN RN [ Share of Deposits of Individuals Share of Deposits of Legal Entities
S 3 g S 3 g S 2 g S 3 g S 2 g S 32 g S 3 g S 32 g S 3 g Total Deposits Deposits of Individuals
oo oo -ow oo oo - oo oo - Deposits of Legal Entities
Source: NBG
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High Annual Growth Trends of Loans Have Retained

Loans Growth Rates, % y/y Loans by Currency, % y/y Mortgage Loans, % y/y
40% 55%
11/30/2023 11/30/2023 85% 11/30/2023
35%
45%
30% 65%

25% 3%

20% 45%

25%

L\ VA A /
15% \ | [ y N Y
‘ ; 15%
10%

L]
0 a
| ' "

5% 5%

0%

May-23 =

Ll \ wn wn ~ ~ ~ o0 a ()} o o — — o~ o~ o~ o o
~No% a 51 59% - i o7 57 7o Fog g g g g g o o d
: S I 7 ii:e::g > = EEEisiiEi5E255535:8383°3
- =] = =] - =
5% & 3 s 2 2 -15% = b=
mmmm Share of Loans Granted to Legal Entities Share of Loans Granted to Individuals . ;
8 s Share of Local Currency Loans Share of Foreign Currency Loans W Share of Local Currency Loans Share of Foreign Currency Loans
. 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 November 30, 2023, the total loans increased by 18.7 percent compared to the corresponding period of 2022 (excluding exchange rate effects).
* The annual growth of loans to the legal entities is 22.7 percent.

* The annual growth of loans to individuals is 15.3 percent.

= As of November 30, 2023, the growth rate of the loans denominated in the national currency amounted to 16 percent.

* The annual growth of loans denominated in foreign currency amounted to 22.2 percent.

* As of November 30, 2023, the annual growth of the loans secured by real estate amounted to 20.7 percent. At the same time, the morigage loans denominated in national
currency increased by 26.1 percent, while the mortgage loans denominated in the foreign currency increased by 16.3 percent.

Source: NBG
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Annual Growth Rates of Deposits Are High

Deposits Annual Growth, % y/y Deposits by Currency, % y/y

50%

Deposits by Type, % y/y
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As of November 30, 2023, the growth of the total deposits compared to the corresponding period of the previous year is 19.5 percent.

The annual growth of the deposits denominated in the national currency amounted to 34.9 percent. The annual growth of the deposits denominated in foreign currency stood at 8.0
percent over the same period.

The growth of deposits of individuals amounted to 17.8 percent, while the annual growth of deposits of legal entities in the same period amounted to 21.4 percent.
* The annual growth of current accounts at the beginning of December, 2023, was equal to 14.3 percent.
* The annual growth of the time deposits was 26.4 percent.

* The growth of the demand deposits amounted to 16.4 percent.

Source: NBG
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The National Bank of Georgia Reduced the Monetary Policy Rate to 9.5 percent

Inflation and Monetary Policy Rate
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= On December, 2023, the Monetary Policy Committee of the
National Bank of Georgia was conducted. The NBG decreased
the refinancing rate to 9.5 percent level within this period.

* Per the NBG, inflation is less than the target one (3 percent).
Besides, the role of the external factors in formation of inflation
has reduced significantly. Recently, there have appeared signs of
price stabilization on infernational commodity markets. At the
same time, the international shipping costs continue to decrease
at a rapid pace, which are reflected in import prices. In Georgiq,
the inflation has already retreated from its peak and fell below
the target inflation at 0.4 percent in December, is now on a
downward path. It is expected that given the appreciated
Georgian Lari, the aforementioned global trends will be gradually
transmitted to the local markets, helping to further reduce
inflation. In spite of the tendencies mentioned above, the risks of
inflation rising remain at the high level that, with the existing
strain geopolitical situation, pushes the NBG to loose the
monetary policy at a slower pace.

* The next meeting of the Monetary Policy Committee will be held
on January 31, 2024.

* The NBG did not make any foreign exchange interventions
through the auctions during December, 2023.



Market Interest Rates Increased in Foreign Currency

Interest Rates on Deposits
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* As of December 1, 2023, the interest rate on foreign currency deposits was 1.8 percent, and in the national currency — 10.8 percent.

* The weighted average interest rate on deposits in the national currency by legal entities was 11 percent, and in foreign currency — 2.6 percent.

* The average annual inferest rate on deposits by individuals is 1.7 percent for foreign currency deposits and 10.8 percent for the national currency deposits.

* The weighted average annual interest rate on shortterm consumption loans was 15.1 percent (17.4 percent in the national currency and 6.5 percent in foreign currency).
* The weighted average annual interest rate on longterm consumption loans was 16.2 percent (17.3 percent in the national currency and 7.8 percent in foreign currency).

* Atthe end of November, 2023, the interest rate on mortgage loans denominated in local currency issued to legal entities was 13.6 percent, and in the foreign currency 9.5 percent. The
inferest rate on the loans to individuals in the national currency was 13 percent, and in foreign currency 7.3 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.
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