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GEORGIAN ECONOMIC CLIMATE, Q2 2023

“GEORGIAN ECONOMIC CLIMATE"” I1s a product of PMC Research
Center (PMC RC).

In this bulletin, which is based on the ifo Institute’s methodology, we
discuss Georgia’'s economic climate, informed by the assessments of
various Georgian economists*,

The survey for this particular issue was conducted in May 2023.

o receive our quarterly survey consists of total 60 experts.
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The surveyed Georgian economists positively
assess Georgia’s present economic situation.

2 Their predictions for Georgia’s economic situation
for the next six months are negative.

- On average, the surveyed Georgian economist
predict real GDP growth for 2023 of 6.1%.

O They expect the inflation rate (year-on-year) to
decrease over the next six months.

2 On average, the surveyed Georgian economists
expect the rate of inflation for 2023 to be 5.1%.

d 63% of the surveyed economists think that
Russia’s war on Ukraine as well as labor market
problems like skills mismatch and labor shortage
(lack of qualified personnel) currently represent a
high or very high threat to the Georgian economy.

*The GEL has somewhat depreciated against USD dollar in recent weeks, but still remains stronger compared to Q2 of 2022.
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main findings of the survey of Georgian economists conducted in Q2 of 2023 are:

MAIN FINDINGS

About 90% of the surveyed economists assess immigrant
inflows as a high or very high impact factor behind the
strengthening of the Lari during Q2 of 2023.*

More than one year since Russia launched its war on
Ukraine, nearly half (47%) of the surveyed economists
claimed they are uncertain about how to assess the
overall impact of the war on the Georgian economy.

Almost 90% of the economists agree with the decision of
National Bank of Georgia (NBG) (announced on 10 May,
2023) to loosen its monetary policy and decrease the
policy rate by 0.5 percentage points from 11% to 10.5%.

Nearly two-third (63%) of respondents think that the
recent turmoil in the global banking sector (specifically
the failure of the US's regional banks - Silicon Valley Bank,
Signature Bank and First Republic and the acquisition of
Credit Suisse) will have minimal impact on the Georgian
economy.
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DOWNSWING

JIn a survey of Georgian economists

conducted in Q2 of 2023, Georgia’'s
present economic  situation was
assessed positively. Their assessment
of the present economic situation has
improved compared to both - Ql of
2023 as well as Q2 of 2022.

1 The surveyed economists’ predictions

for Georgia’s economic situation for the
next six months are negative. Their
expectations in this regard have slightly
worsened even compared to the
already negative predictions they made
in Q1 of 2023, and have significantly
worsened compared to the positive
expectations recorded in Q2 of 2022.




@ﬁ PREDICTIONS FOR GEORGIA’S GDP, INFLATION RATE AND TRADE

In addition to assessing the current economic situation and gathering expectations for the next six months, the

surveyed experts also made predictions with regard to Georgia’s main economic indicators. According to the results of
the survey:

o The expected real GDP growth for 2023, on average, is 6.1%. Interestingly, this is more optimistic than the

assessments made during the last quarter (Q1 of 2023), when the surveyed economists expected real GDP
growth of 5.5% for the year.

o The inflation rate (year-on-year) is expected to decrease for the next six months, with the expected rate of
inflation for 2023 being 5.1%.

o The volume of exports is expected to increase in the coming six months, compared to the corresponding
period of the previous year; and

o The volume of imports is also expected to increase in the coming six months, compared to the corresponding
period of the previous year.
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SPECIAL QUESTIONS

Assess from 1 (no threat at all) to 5 (very high threat) which threats do The surveyed economists were asked to identify which
you consider of the highest importance to the Georgian economy in factors they deemed to currently pose the greatest
Q2 of 2023

threat to the Georgian economy.

Russia's war on Ukraine 0 Russia’s war on Ukraine was assessed as a very high
threat to the Georgian economy by 47% of
. o N respondents and as a high threat by 16%.
High level of tion of R t t S . _ _ :
gnEvee Immlggeg)rgi% Perien cleens 1 Accordingly, in total, 63% of surveyed economists
consider the war to represent a high or very high
threat.

Skills mismatch 42% 21%

3 B - Similarly, 63% of surveyed economists named skills
Labor shortage (Ssvicrﬁgf‘s')'y lack of qualified 42% 21% mismatch and the same percentage cited a labor
shortage as being a high or very high threat.

Rising cost-of-living problems 42% Lo O Rising cost-of-living problems were also highlighted
as posing a high or very high threat to the Georgian
: i . 0 0 economy by more than half of the surveyed
High and/or sustained inflation 16/o 21% (11% ;
economists (58%).
| 16% 21% 5% 0 Of the surveyed economists, 42% consider exchange
rate fluctuations to pose a moderate threat to the
Georgian economy.

Exchange rate fluctuations BEEFZ)

High unemployment 32%

m No threat at all Low threat Moderate threat mHigh threat mVery high threat
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% SPECIAL QUESTIONS

Assess from 1 (no impact at all) to 5 (very high impact) the following On the topic of the national currency, the economists were
factors’ significance with regard to the strengthening of the GEL asked to assess the significance of certain factors in relation
during Q2 of 2023 to the strengthening of the GEL (against US dollar) during
Q2 2023 (GEL has somewhat depreciated against USD dollar

17% 72% iznozrg)cent weeks, but remains stronger compared to Q2 of

Immigrant inflows ¥

2 About 90% of the surveyed economists assess immigrant
inflows to have had a high or very high impact on the
strengthening of the GEL during Q2 of 2023.

Remittance inflows 37% 42%

S
X

Tourist inflows 53% 21%

O Almost 80% of respondents highlighted remittance
inflows as of the most significant factor influencing the
strengthening of the national currency (42% assessed
this factor as having had a very high impact, and 37%
stated it had had a high impact).

External factors BRREZS 21% 11%

Foreign direct investment inflows BREZ 5% 11%

O Tourist inflows were also highlighted as having had a
high or very high impact by most of the surveyed
economists (74%).
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Monetary policy 26% 5%

O Meanwhile, increases in exports and foreign direct
investment inflows were assessed as having had either a
low impact or no impact at all by the vast majority of
experts (by 58% and 48% respectively).

Increase in exports 21% 26%

mNo impact at all mLow impact mModerate impact mHigh impact mVery high impact
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% SPECIAL QUESTIONS

After more than one year since the beginning of Russia’s war on As more than one year has passed since Russia
Ukraine, how would you assess the overall impact of the war on the launched its war on Ukraine in February 2022,
Georgian economy? the surveyed economists were asked to assess

47% the overall impact of the war on the Georgian

economy. Interestingly, in Q2 of 2022 (when the

war had just begun), the surveyed economists

negatively assessed the present as well as future

economic climate in Georgia, mainly on account

of how they thought the war would impact
32% Georgia.

2 Nearly half (47%) of respondents are uncertain
about the overall impact the war in Ukraine
had on the Georgian economy.

0 Meanwhile, 32% of the surveyed economists

assess the impact of the war on the Georgian

11% economy as positive, and 5% even assess it as
very positive.

5% 5%
a0nly 11% of economists surveyed in Q2 of
0% 2023 assess the impact of the war as negative,
Very positive Positive Uncertain Negative Very negative | don't have an and none of them assess it as very negative.
opinion
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% SPECIAL QUESTIONS

Express your opinion regarding the National Bank of Georgia's The surveyed experts were also asked to assess
decision (announced on May 10th, 2023) to loosen its monetary the decision of the National Bank of Georgia

policy and decrease the policy rate by 0.5 percentage points from .
11% to 10.5% (NBG) (announced on 10 May 2023) to loosen its

monetary policy and decrease the policy rate by
0.5 percentage points from 11% to 10.5%. Of

53% note, until this decision, the NBG had kept the
rate unchanged at 11% since March 2022.

O Almost all of the surveyed economists (90%)
379% either completely agree (37%) or agree (53%)
with the NBG’s decision.

O None of those surveyed completely disagree
with the NBG's decision.

5% 5%
H =
Completely agree Agree Uncertain Disagree Completely

disagree
* Source: https://bit.ly/43fDxna
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% SPECIAL QUESTIONS

In light of the recent failure of the US’s regional banks and the Following the recent failure of the US's regional
acquisition of Credit Suisse, and the subsequent shockwaves banks - Silicon Valley Bank, Signature Bank, and
of uncertainty to hit global financial markets, do you expect First Republic - and the acquisition of Credit

this to:

Suisse, the surveyed economists were asked to

assess the impact of these global shock waves of

= Have at least a moderate impact on uncertainty across global financial markets on the
the Georgian economy Georgian economy.

0 More than half (63%) of respondents expect
that this recent turmoil in the global banking
sector will have only a minor impact on the
Georgian economy.

Have a minor impact on the Georgian
economy

= Have no impact on the Georgian i i
economy 0 Some economists (16%) believe that these

events could have at least a moderate impact
and 10% think that they will not have any
= | don't have an opinion Impact at all on the Georgian economy.

* Source: IMF, April 2023. Global Financial Stability Report.
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/ﬂ BASIC ECONOMIC INDICATORS IN GEORGIA

[

2019 2020 2021 2022 2023 Q1*

Nominal GDP (mlIn USD) 17 470.7 15 842.9 18 629.4 24610.2*
GDP per Capita (USD) 4 696.2 4 255.7 5023.2 6671.9* -
GDP Real Growth (%) 5.0% -6.8% 10.5% 10.1%* 7.2%*

Inflation 4.9% 5.2% 9.6% 11.9% 7.6%

FDI (mIn USD) 1352.2 589.0 1241.8 2 000.0* 496.6*

Unemployment Rate (%) 17.6% 18.5% 20.6% 17.3% 18.0%

External Debt (mIn USD) 5741 7 535 8 205 8 435 -

Poverty Rate (relative) 19.5% 21.3% 17.5% 15.6% -

* Preliminary data
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The PUBLICATIONS presented on the website are prepared by PMC Research Center only for
informational and/or marketing purposes. Nothing in the PUBLICATIONS constitute, or is meant to
constitute, advice of any kind, and the reader is responsible for their interpretation of all content and
acknowledges that any reliance thereupon shall be entirely at their risk. PMC Research Center cannot
be held liable for any claims arising as a result of the reader’s use of the materials.

The PUBLICATION is presented “as is” without any representations or warranties, expressed or
implied.

Without prejudice to the general message of the first paragraph above, PMC Research Center does not
guarantee that:

- the PUBLICATION will be constantly available; or
- the information contained in the PUBLICATION is complete, true, accurate, or non-misleading.

PMC Research Center reserves the right to modify the contents of PUBLICATIONS from time to time as
it deems appropriate.

PMC Research Center absolves itself of any liability of violations of other parties’ rights, or any
damage incurred as a consequence of using and applying any of the contents of PMC Research
Center’s PUBLICATIONS. PMC Research Center will not be liable to the reader (whether under contract
law, tort law, or otherwise) in relation to the contents of, use of, or other form of connection with, the
PUBLICATION.

The reader accepts that, as a limited liability entity, PMC Research Center has an interest in limiting
the personal liability of its officers and employees. The reader agrees that they will not bring any
claim personally against PMC Research Center’s officers or employees with respect to any losses
suffered by the reader in connection with the PUBLICATION.

The reader agrees that the limitations of guarantees and liabilities set out in the PUBLICATION
disclaimer protect PMC Research Center’s researchers, officers, employees, agents, subsidiaries,
successors, assignees, and sub-contractors as well as PMC Research Center itself.

If any provision of this disclaimer is, or is found to be, unenforceable under applicable law, that will not
affect the enforceability of the other provisions of the PUBLICATION disclaimer.

DISCLAIMER

Giorgi Khishtovani
Research Director
g.khishtovani@pmcginternational.com

Sopo Basilidze
Researcher
s.basilidze@pmcginternational.com

Anastasia Chkhenkeli
Junior Researcher
a.chkhenkeli@pmcginternational.com

Tamar Tsiklauri
Intern
t.tsiklauri@pmcginternational.com

Address: 61 Aghmashenebeli Avenue,
3rd floor, Thilisi 0102, Georgia.

Tel: (+995 32) 2921171, 2921181

Email: research@pmcginternational.com
Website: pmcresearch.org
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