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Georgia at a Glance

Tax Policy Doing Business Economic Open
and FTAS FreedoIm BUdget
0% #8 #12 #1
Corporate Income Tax | Europe and Central 2021 Index of IBP Index 2021

https://www:international

= - - - -

on retained earning Asia World Bank’s Economic Freedom by BUdget—org/ operbidgzt-

access to 2.8 BLN Doing Business 2020 the Heritage survey/open- budget-
study Foundation index-rankings

Investor Friendly Business Environment

% No barriers for market entry and exit

% No restrictions on purchases of local assets by foreigners
% No restrictions on capital repatriation

% No restrictions on purchasing/selling foreign currencies
% No restrictions on money transfers.

% No taxes on government securities

Moody's Ba2 Negative  Apr. 2022

S&P Global BB Stable Aug. 2022
Fitch Ratings BB Stable Jul. 2022




Georgia in Figures
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Area: 69,700 km?
Population: 3.7 millions
Life Expectancy: 74 years
Official Language: Georgian

Literacy 99.4 percent
GDP Per Capita (current US$) 2021: 5,015
GDP Per Capita (PPP) 2021: 16,590

GDP Real Growth (2021)

10.4 Percent

GDP Real Growth (Average 2012-2021) | 3.9 Percent
GDP Real Growth (Average 2010-2019) | 4.9 Percent
Inflation Rate 2021: 9.6 percent
Inflation Rate (Average 2012-2021) 3.6 percent

Unemployment Rate 2021:

19.0 percent

Government Debt/GDP 2021:

49.5 percent

Credit ratings

BB/Ba2 Stable




Economic Outlook
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GDP Growth Decomposition
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Investment to GDP
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Economic Outlook

80% 4% = According to preliminary estimates, in the second quarter of 2022
= Real GDP growth by economic activity, 2022 | Quarter 4% economic growth amounted to 7.2 percent, while in the first quarter of
V- 3% 2022, compared to the corresponding period of the previous year,
50% 0 .
J ... 3% real GDP increased by 14.9 percent and by 20.3 percent compared
’ 2% -
o . to the first quarter of 2019.
o . o
1%
[ + The following industries have made a significant contribution to growth
- HHEHE = - . g 9 :

B L 0% of Q1 2022:
-20% -1% * Accommodation and food supply activities: 70.3% y/y (1.4 p.p.)

Accommodation  Electricity and Arts, Transportation Health Education Manufacturing Real Estate Activities of Other

and fosd;ervice gas supply en(tjertainrrfnt and storage Wh(:lgls:?ledand related activities house!lwlds as ] Elecfricify ond gos supply: 547% y/y (] 2 pp)

activities ana recreation retall trade; employers

Repair of cars

m Annual Growth @ Contribution to Growth (RHS)  and motoreyeks * Arts, entertainment and recreation: 47.6% y/y (1.5 p.p.)

* Transport and warehousing: 29.4% y/y (1.7 p.p.)
* 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.)

Transportation and
storage, 6.57%
Real estate activities, 12.62% (1.2 p.p.)

= Wholesale and retail trade; Car and motorcycle repair: 8.9% y/y

Manufacturing, 10.33%

* Activities related to real estate: 7.4% y/y (1.0% p.p.)

« The following industries have made a significant contribution fo the
Health and

social dec|ine:
SErvice
Agriculture, | activities, * Activities of Households as employers: -7.0% y/y (-0.01 p.p.)
Wholesale and retail trade, 12.45% 00 5.64% 5.35%




16%
Inflation Decomposition

Total and Core Inflation, % y/y

Pressure on Inflation due to World Market Dynamics

16%
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Tourism Sector has Started to Recover

140 Revenue From Tourism. 2019=100 1204 Tourism Revenue by country, % contribution
’ ’
120
100%
100 =\ eeeeeecccceeeeccccceeeecccceceecccceeeeeccceceeecccceee———e——-
0,
30 80%
- 60%
40 40%
2 20% I I I i I iR
0 0% I - I AN
o o o O o o o o o o o o — - - - — — — — — — — — o~ [ o~ o~ o~ o~ o~
A O R A S Bt I G 20212021202120212021202120212021202120212021202120222022 20222022 202220222022
T o & 2 © 5 2 5 0o ® 0 9 s 0 & 2 © 5 2 5 0 8 0 9 5 0o & 2 T 5 3
S s <s 2 I 5 0 z0 8 & s <s = I w0 za0 S & s <s S Q1 Q1T Q1 Q2 Q2 Q2 Q3 Q3 Q3 4 Q4 Q4 Q1 Q1 Q1 Q2 Q2 Q2 Q3
Rl el e S M Azerbaijan M Belarus H Turkey Iran W Israel M Russia
- H 1 -— 0,
140%  mAzerbaijan Recovery of Tourism by country, corresponding month of 2019 = 100, % B Saudi Arabia ® Armenia B Ukraine mEU* B Other
$el?(rus 120% .
120% :Ir::1 ey Number of Tourists, 2019=100
o M Israel 140
° Russia 96% 89%
M Saudi Arabia ’ l 120
80% M Armenia 71% 715 100 ==fp=------------------c-ccccco-m oo s m oo m s s
Ukraine 69% OTS | B 80 70,2
0,
Other 52% agy, 1% 53% € (I B "
wn O 36% - N
27% m 0B = ™ 20
19% - - = 0
20% 12% ----- O 0O 0O 00 0O O 0 0 0 0 O A o o o =3 A d d d d 4 4 N N N N N NN
o % _ H o N sERENE P ESAS LSRR SRRSO EELEER RS
~ m m o B BB EREEEEEERERNRZR 2288233396882 2382883%328688=2e22823°7
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul N GE oI eSS oooos 2019 Level
2021 2022




Remittances are Increasing as a Result of Economic Activity in the Region

Net Remittances by country, %y/y

150% * In August 2022, net remittances were

estimated at 304.7 million USD, representing

[o)
100% a 71.7 percent annual increase.

50%
= Net Remittances increased from:

0% EEm=EEEEE

» Russia: 258 percent (43.9 p.p.

50% contribution to overall growth).

SS33885822-cc55832852882cc55283885882zccs83325¢
S o o o ooy =2 =220 0000060060222 cCcCc S-S S-S &Sz ANANANANANAAN " KyrgyZSfcni 717 percent (65 P-p.
S o o0 o000 00o022283833388880RRRI88s8s8T3IssSsaaaNs3sssssas contribution to overall rowfh)
USA N Germany . Kyrgyz B Belarus I taly |
B Russia B Greece B Azerbaijan s Other Total = Belarus: 2398 percent (4.5 p.p.

contribution to overall growth).

Net Remittances by country, % contribution
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= Germany: 51  percent (2.7 p.p.
100% contribution to overall growth).
90%
80%
ég:f * Net Remittances decreased from:
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ege H 0,
80% Export Change Decomposition, %y/y 70% Change of Domestic Export, %y/y
60% 50%
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External Sector

Domestic Export Decomposition
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B Undenatured ethyl alcohol, spirits, liqueurs and other spirituous beverages

B Hazelnuts and other nuts

M T-shirts and other vests, knitted or crocheted

M Gold unwrought or in semi-manufactured forms, or in powder form

B Waters, natural or artificial mineral and aerated waters, not containing added sugar
Wine of fresh grapes

® Mineral or chemical fertilizers, nitrogenous

M Ferro-alloys

B Copper ores and concentrates

2022M3

2022M5

2022M7

uUsD 1,000

Import Decomposition
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B Others
B Other bars and rods of iron or non-alloy steel
B Automatic data processing machines and units thereof
B Telephone sets, including telephones for cellular networks or for other wireless networks
B Medicaments put up in measured doses
Petroleum gases and other gaseous hydrocarbons
M Copper ores and concentrates
B Motor cars
M Petroleum and petroleum oils
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External Vulnerabilities

Current Account Deficit Projection

14% 12,5%
12%
10%
8% 6,7%
5,6%
6% 4,9%
4,1%
4% —
2%
0%
2019 2020 2021 2022e 2023f 2024f 2025f 2026f
Financing of current account
15% 13,0%
10,1%
10%
5%
0%
-5%
-10%
o = ~ ™ < 0 © ~ © ) S 5 o o o o o o o o o o o o o
o o o o o o o o o o o o - N 0 5 by © ) 5 = © 2 < -
FDI financed Debt financed e— CA deficit
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External Vulnerabilities

Loan and Deposit Dollarization

90% Excl, FX effect The COVID-19 crisis resulted in several significant vulnerabilities, however,
80% these deteriorations are anticipated to be temporary with recovery
70% bolstered by resumption of tourist activity

60% o Current Account Deficit | In 2019 the CAD was 5.8% of GDP, a decrease of
50% 50% as compared to 2016, mainly driven by the growing tourism industry
S 46,1% and an improved trade balance. In 2020, it increased by 104.9%, due to
L o o e e M e s T e e e m e e o e a e reduced economic activity, reduced exports and a significant reduction in
Loans GEONT De-Dollarization | Georgia has achieved significant success with de-
Gross International Reserves, US$ bn dollarization measures implemented in 2017. While de-dollarization is a
4,5 long term process, positive dynamics have already been observed. In
oY > August 2022, dollarization of loans and deposits in the banking sector
> continued to decrease and reached 46.1% and 58.1%, respectively
zz Gross International Reserves | After historic high level of Georgia's gross
2,0 international reserves, which stood at $3.9bn (above 100% of IMF's
15 Assessing Reserves Adequacy metric), it slightly deteriorated and stand at
L $3.8bn as of August 2022
0,5
0,0

Jan-10 Jan-11 Jan-12 Jan-13 Jan-14 Jan-15 Jan-16 Jan-17 Jan-18 Jan-19 Jan-20 Jan-21 Jan-22

12



Fiscal Consolidation

9,3% Fiscal Deficit

2,3% 2,3% 2,2%
2019 2020 2021 2022 2023 2024 2025 2026
Capital Spending
8,5% 9.0% . 8,3%
7,9% : 7,3%
=70 6,7% 6,6% 6,5%
2019 2020 2021 2022 2023 2024 2025 2026
Source: MOF

* Augmented Fiscal Deficit, IMF program definition. Augmented NLB = NLB + Net Budget Lending

General Government Debt
60,2%

49,4%
40.4% 39,6% 38,8% 38,3%

37,7% 36,9%
2019 2020 2021 2022 2023 2024 2025 2026
Government Saving
57%
4.2% 4,0% 3,9% 3,9% 3,9%
—

I

-1,1%
2019 2020 2021 2022 2023 2024 2025 2026
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Fiscal Indicators

Expenditure composition

5000
4500
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3500
3000
2500
2000
1500

1000

500

0
Q1 Q2 Q3 Q4 QI Q@ 03 Qa4 Qa1 Qa2 a3 04 a1 Q2 a3 o4

2016 2017 2018 2019

mmmm Compensation of Employees Use of Goods and Services

mmmm |nterest mmmm Subsidies

mmmm Social Benefits mmmm Other Expense

Ql

4800
4300
3800
3300
2800
2300
1800
g

1300

800

Q@ a3 a4 al @ a3 @ a B00

2020 2021 2022

-200

[ Consumption of Fixed Capital

mmmm Grants

Expense

mmmm |ncome Tax s Profit Tax

Tax revenue composition

Ql Q2 Q3 Qo4 a1
2016

Q2 @3 Q@ a1
2017

Q2 Q3 Q4 Q1
2018

Q2 Q3 Qa4 Q1
2019

Q2 Q3 Q4 Q1 @2 Q3 Q4 Q1

2020 2021 2022

VAT mmmsm Excise mmmmm Custom Tax mmssm Property Tax mmmmm Other == Tax Income
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Debt Composition

Government External Debt Multilateral Bilateral

Bilateral, 20%

ADE, 34%

France, 42% Germany, 41%
Other
Foreign
Liabilities,
Multilateral, 68% 6%

Other, 7% ; b lapan, 11%

15




Debt Profile

65%

60,1%

Gross Financial needs

ce 7 000

6 000
40,3% 39[4% 38,9% 40:4 9,6% 5000

45%

36,7%
31,9%
35% ’ 283% 28,8% 29,5% 31,0%

4000
ol 3000
) 0,
25% 30,3% v 324% 316% 32,0% 29,8% 2 000
0,
ke 23,7% 24,3% 248% 24,9% 1000
15% '

5%

o

2019 2020 2021 2022 2023 2024 2025 2026

B Net Financial needs M Debt Repayment
-5% 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022e

== Total general government debt == External general government debt

Governm | Weighted Weighted Average
atterel e (e T dent ent Debt Average Interest
7000 ational ban ommercial banks esiaents on-resiaents Maturity (YearS)
6 000 Aug 31, 2022
338,0
5 000 349,9
4 000
3000
2 000 .
Domestic 2.85 9.16%
1000 ‘ H Debt
0 N ith © O © O ~NNMININO®WI WOWO®WONO OO OO O O — — NN A = National Bank = Commercial Banks External 936 1 580/
R o e R R A IR R R R R Deb . D070
EEEBEEESEEEBEE‘ESEEESEEESEEESEEE = Residents = Non-residents ebt




Debt Management Strategy

Government Debt % of GDP

70%

60,1%

60%

con 49,4%

o 403%  394% 3599 40,4% 96%  388%  sam i
30%

20%

10%

0%

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

36,9%

2026

Debt management Strategy
» Going back to pre-pandemic level of GG debt
* Reduce dollarization to 65 percent

 Strong PIM filter for investment projects and FX
financing for only economically efficient projects

» Reform oriented program loans

» Development of domestic security market
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Medium-term Projections (As of September 2022)

e Baseline

Negative

14%

12%

10%

8%

6%

4%

2%

== Baseline

12%
10%
8%
6%
4%
2%
0%
-2%
-4%
-6%
-8%

Positive

Negative

GDP growth scenarios

\

2019 2020 2021 2022

5,0% -6,8% 10,4% 8,5%

-6,8% 10,4% 9,8%

-6,8% 10,4% 8,0%

CAD/GDP scenarios
2019 2020 2021 2022
5,8% 12,5% 10,1% 6,9%
5,8% 12,5% 10,1% 7,1%

2023
6,7%
7,1%

2023
5,0%
6,5%
3,0%

2024
5,6%
5,9%

2024
5,2%
5,4%
3,9%

2025
4,9%
5,0%

2025
52%
5.3%
4,0%

2026
4,1%
4,1%

O Materialized Events:

- Russia-Ukraine conflict and sanctions to Russia;
- Application of experience of rapid recovery of macroeconomic stability
after a crisis. Strong recovery is still here.

O Potential Risks:

- Postponed effect of Russian sanctions

Possibility of New COVID-19 Variant

Domestic Political Tensions

Tightening of the monetary policy as a result of high inflation
Regional risks;

QO Opportunities:

Application of experience of rapid recovery of macroeconomic stability
after a crisis (2014-2016 years)
Stronger external recovery

18



Dependence on Russia and Ukraine

Russia s Tourism mmm Remittances Ukraine

4%
Exports —Total 4%
10%

10%

10% 4%

3%
3%
3%
8%

7% 3%
6% 6% 6% 6%

0, 0
% o,
6% 5% s 6 6/\5% » )
2% 9
0

1% --- I I
[ |
I.II I
lll I N | lllIO%..I M I
[ |

0% 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2021 Q12021 Q22021 Q32021 Q42022 Q1
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2021 Q12021 Q22021 Q32021 Q42022 Q1

2%

4%

N

= Dependence on Russia has significantly decreased since 2020, mostly due to Russian flight restrictions, from June 2019

= Dependence on Ukraine is not so important to have significant direct effect
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Fiscal Outlook

Fiscal Deficit

9,3%

2,3% 2,2%
2019 2020 2021 2022 2023 2024 2025 2026

B Structural Deficit ~ mmmm COVID-19 related =@ Denominator effect === Deficit

Capital Spending

8,5% WO
;D /70 [o)
7.9% 8,3%
7,3%
I I : : :
2019 2020 2021 2022 2023 2024 2025 2026

General Government Debt

60,2%

49,4%
40,4%

39,6% 38,8% 38,3% 37,7% 36,9%
5 B 3
L —— —— ———— ———
2019 2020 2021 2022 2023 2024 2025 2026
mmmm Structural Component (Net debt) B Exchange rate effect
[ COVID-19 containment mmm Denominator effect
Government Saving
57%
4.2% 4,0% 3,9% 3,9% 3,9%
]
-1,1%
2019 2020 2021 2022 2023 2024 2025 2026
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Strong Governance & Robust Reform |

World Governance Indicators* Budget Transparency Score 2021 (Open Budget Index) - Top 10

A transparency score of 61 (out of 100) or higher
indicates a country is likely publishing sufficient

- 87 86 material to support informed public debate on the
Georgia is an Accountability 85 85 o budget o
attractive = (IS Region Avg. Control of 81 79
ination for . Political Stability
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Source: Ministry of Finance. Open Budget Survey 2019 https://www.internationalbudget.org/open-budget-survey/country-results. *EU countries: Austria, Belgium, Bulgaria, Croatia, Cyprus, Czech Republic, Denmark,
Estonia, Finland, France, Germany, Greece, Hungary, Ireland, Italy, Latvia, Lithuania, Luxembourg, Malta, Netherlands, Poland, Portugal, Romania, Slovak Republic, Slovenia, Spain, Sweden. CIS countries: Azerbaijan, Armeniaz,]

Belarus, Kazakhstan, Kyrgyzstan, Moldova, Russia, Tajikistan, Uzbekistan, Ukraine, Afghanistan, Mongolia | Eastern Europe: Albania, Belarus, Bosnia and Herzogovina, Bulgaria, Croatia, Czech Republic, Estonia, Georgia,

Hungary, Latvia, Lithuania, Macedonia, Moldova, Montenegro, Poland, Romania, Russia, Serbia, Slovakia, Slovenia, Ukraine


https://www.internationalbudget.org/open-budget-survey/country-results

Robust Reform Agenda

Georgia has a robust and homegrown commitment to structural reforms. These are reinforced by its continued engagement with the IMF and its

P

NAAR

Human Capital

Promotion of Vocational Education

Law on Employment Services, Labor
Inspectors

Health and Social Reforms

Business Environment

Adoption of Insolvency Legislation
VAT Refund Reform

Accounting Reform

Enhancement of Land Registry

Capital Market Reforms
Investment Fund law

Government Securities Market
Primary Dealer System Introduction

Pension System Enhancement
Pension Indexation

State Owned Enterprises
Comprehensive reform based on the best
international practice

efforts toward EU accession

Business
Environment

il

Capital
Markets

Pension
System

((A\)

Connectivity &
Sector MObiIity

Financial

i‘ Energy/Enwronment reforms

Laws on Energy, Energy Efficiency and Water
Electricity Market Development

National Energy Efficiency Action Plan (NEEAP)
strategy

w Connectivity and Mobility

Development of Roads Infrastructure and Full
Highway Spinal Network
Broadband Development Strategy

L—',ﬂ PFM Reform

Public Investment Management Reform
Implementation of Various Fiscal Rules and
Enhanced Fiscal Risk Analysis (SOE risks, ESG risks)
Full introduction of IPSAS

Establishment of Public Procurement Dispute
Resolution Body

Enhancement of Macro and Fiscal Forecasting E-
Governance

‘@ Financial Sector Reform

Implementation of Deposit Insurance
Banking Resolution Framework
Introduction of Several De-Dollarization Reforms
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