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August 2021 in Brief

August edition of Tourism Monthly
Watch shows that the industry contin-
ued to recover despite a strong new
wave of pandemic, the recovery was
partially supported by a robust domes-
tic demand.

In January-August 2021, number of in-
ternational visitors recovered to 18.5% of
its 2019 level, up from 16.9% in July 2021.
The revenues from international visitors
in January-August recovered to 31% of
its 2019 level, up from 27% in July 2021.

Even though number of international
visitors in Georgia was unusually low for
August, other main indicators of tourism
industry turned out to be more resilient
to increased covid-19 risks.

In August 2021, YoY growth of interna-
tional visitors continued positive dy-
namics and totaled solid 511%. The re-
covery of international visitors to 2019,
on the other hand, did suffer from new
wave: MoM growth slowed down in Au-
gust and constituted 15%. In June and
July 2021 MoM growth were significant-
ly higher, 40% and 57%, respectively. As
a result of this slow down, Georgia re-
ceived 75.5% less international visitors in
August 2021 than in August 2019, where-
as in July 2021 the recovery had reached
73%.

In August 2021, 41% of visitors came
from neighbor countries, up from 38% in
July. Meanwhile, number of visitors from
Ukraine surpassed its 2019 level by 3%.

New wave had biggest impact on num-
ber of international visitors from Israel.
The recovery to 2019 levels fell from 77%
in July to 9% in August. The share of vis-
itors from Israel decreased to 1%, from
8% in July.

Recovery of revenues generated by in-
ternational visitors slowed down and to-
taled 48% in August, 4 pp lower than in
July 2021.

The shares of the EU and Ukraine in total
revenues generated from international
tourists are the largest, 16.6% and 16.3%,
respectively.

Average occupancy in hotels was re-
silient to the new wave of pandemic. It
stood at 67%, only 5% behind its 2019
level. High demand from domestic tour-
ists in certain regions of the country has
played important role in achieving this
result.

As for the ADR, an upward trend was
maintained in August and ADR recov-
ered to 88% of its 2019 August level.
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Fruitful, but moderately

August, when the number of visitors is the highest throughout the year, had
a potential for a better recovery in 2021. Many from the industry had put high
hopes on this traditionally fruitful month of the year, however, the new wave
of pandemic changed growth trajectory and brought August results to mod-
erate levels.

Can following months escape Covid-19 limitations and make the most of
the coming vintage season? Covid-19 risks are still at place, the number
of international visitors is also expected to decline from September due to
seasonality of the demand. Domestic demand is also expected to decrease
as we enter a busy season: as schools open and employees slowly return to
offices, there is less room left for working remotely from favorite destina-
tions. Travelling in cold season means spending significant time of the day
indoors, which elevates Covid risks for visitors. The industry will have to be
creative to overcome these barriers to recovery.
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International visitors cautious of
elevated Covid-19 risks in Georgia

Increased number of daily Covid-19
cases in Georgia brought back doubts
to the eager travelers. In August 2021,
number of international visitors totaled
266544,75.5% less than in August 2019.

Even though, recovery to 2019 level
was interrupted by pandemic, the YoY
growth of international visitors still re-
mained high and totaled 511%. An up-
ward trend of international visitors’ YoY
growth throughout the year indicates

FIGURE 01

that the performance of tourism indus-
try has been relatively betterin 2021than
in 2020. Whether this trend will continue
in the further months largely depends
on the level of covid-safety in Georgia
and main sources countries.

Interrupted recovery of international visitors to 2019 level

in August

600,0%

500,0%

400,0%

300,0%

200,0%

100,0%

0,0% .
-100,0% l l

-200,0%

Jan-2021 Feb-2021 Mar-2021

Source: GNTA

Apr-2021

5M1%

404%
287% I

-79.8% -73,8% -75,5%

May-2021 Jun-2021 Jul-2021 Aug-2021

Compared to 2019 B YoY Change

TOURISM: CHALLENGED AUGUST | MONTHLY WATCH | AUGUST 2021

5



6

TOURISM: SECOND PANDEMIC SUMMER

In the first seven months of 2021, de-
layed demand and lower base pushed
MoM growth rates of international visi-
tors higher compared to 2019. If we take
a look at the previous months of sum-
mer 2021, in July MoM growth of visitors
totaled 57%, 36 percentage point high-
er than in July 2019. In June 2021, MoM
change stood at 40%, 22 percentage
point higher than in the same period of
2019.

FIGURE2 &3

However, the picture changed in August
2021 as a consequence of increased
covid-19 cases. MoM change of interna-
tional visitors totaled only 15%, whereas
in the same period of 2019 change stood
at 23%.

Lower MoM change in August 2021
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As high season for tourism industry is over and covid risks
still prevail, it is likely to see higher MoM declines in the

following months of 2021.
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Tourists from neighbor countries
maintain smaller share than usual

A changed landscape is maintained in
August 2021 in terms of share of coun-
tries in international visits. In August,
only 41% of tourists came from neighbor
countries compared to 72% in August
2019. However, we still see an increase
in the share of neighbor countries com-
pared to July 2021 (38%).

The increase is mainly led by tourists
from Russia. In August 2021, the share of

FIGURE 4

tourists from Russia constituted 15%, 4
percentage point increase compared to
July 2021.

Ukraine, EU and the Middle East coun-
tries maintain large shares, while share
of Israel declined and amounted to only

1%, 7 percentage point less than in July
2021.
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In August 2021, number of international
visitors from Ukraine continued posi-
tive dynamics and surpassed the level of
2019 by 3%.

An upward trend is observed for the
USA and the EU, recovery relative to
2019 totaled 54% and 40%, respectively.
In the same period, high rate of recovery
was observed for countries of the Mid-
dle East (69%) and Turkey (23%).

As Israel moved Georgia to the list of red zone coun-
tries and also faced new wave of pandemic itself, re-

covery of visitors from Israel

FIGURE 5

to 2019 plummeted.
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Ukraine and Middle East still maintain
high rate of recovery in the period of
January-August 2021. However, August
changed the picture of visitors’ recovery
for some countries. With travel restric-
tionsimposed by Israel, recovery relative

FIGURE 6
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to 2019 totaled 46%. Neighbor countries
have relatively slow recovery, with high-
est for Turkey - 24% and the lowest for
Azerbaijan - 5%.

Recovery of total international visitor trips in January-Au-
gust 2021 compared to January-August 2019
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Considering the pent-up demand and the transition of
Georgia by Israel to the orange zone countries, it is likely
to expect rise in the number of international visitors from
Israel in the following months.
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Arrivals through Batumi airport
continue to impress

The recovery of air travel remained
broadly unchanged compared to July
and totaled 73.5% in August 2021. Air
travel’s high level of recovery is related
to high share of visitors from non-neigh-
bor countries.

International visitors’ arrivals through
Thilisi International Airport decreased
by 37% relative to 2019, while 23%

FIGURE 7

growth was observed for visitors’ arriv-
als through Batumi International Airport
compared to the same period of 2019.
In 2021 a new terminal was opened in
Batumi International Airport, increasing
the capacity of the airport. This partially
explains increase of arrivals in Batumi In-
ternational Airport.
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The Revenue Side

Decline in the recovery of international If we take a look at total revenues in Jan-
visitors was reflected on the revenues uary-August 2021, the recovery to 2019
as well. After continuous improvement level stands at 31,08%, 4.08 percentage

throughoutthe year, August2021showed point higher than in July 2021 (27%).
a slight deterioration and growth of rev-
enues totaled 48%, relative to 2019.

FIGURE 8

Revenues from visitors in 2021 compared to 2019 level
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After a surge in July, growth of non-cash A downward trend of growth might con-
spending by non-residents through TBC tinue considering the effect of season-
Bank’s channels, started to gradually de- ality and increased number of covid-19

cline. In August 2021, it surpassed 2019 cases.
level by 9%, whereas in the preceding

month spending stood at 26% higher

than in July 2019.

FIGURE 9
Non-cash spending by non-residents
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In August 2021, share of neighbor coun-
tries in revenues generated by visitors
remained lower compared to the same
period of 2019, 24% versus 46% in Au-
gust 2019.

A share of Ukraine increased significant-
ly by 10 percentage point and reached
16.3% in August 2021. Rise can be ob-

FIGURE 10
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served for EU & UK and Saudi Arabia,
with shares totaling 16.6% and 9.1%, re-
spectively.

Results of drastic decrease in visitors
from Israel can be seen in the share of
Israel in total revenues. In July 2021 Is-
raeli’'s share was 10%, while in August the
share decreased to 0.9%.

Share of countries in Revenues Generated by Internation-

al Visitors
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Ukraine, EU & UK and Saudi Arabia still maintain high,
42% share in total revenues generated from interna-
tional visitors in August 2021
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Even though, in August Israel’s share
in revenues declined compared to the
same period of 2019, its share in the rev-
enues of January-August 2021 period
still remained solid, 9%.

2019, from 6% to 15%. From the neighbor
countries, Russia holds the biggest, 12%
share in revenues generated from in-
ternational tourists in 8 months of 2021,
however is still far behind its 2019 level,

26%.
Share of Ukraine in revenues from inter-

national visitors in January-August 2021
increased significantly compared to

)

In the first eight months of 2021, neighbor countries
share in the revenues generated by visitors declined
significantly, compared to the same period of 2019,
from 52% in January-August 2019 to 26% in the same
period of 2021.

FIGURE 11

Share of countries in Revenues Generated by Internation-
al Visitors (January-August)
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After a gradual improvement since the
beginning of the year, effects of in-
creased covid risks also hit the Thbilisi’s
Airbnb market. Growth of market reve-
nue, relative to 2019, totaled -60%, down
from -50% in July.

FIGURE 12
Tbilisi Airbonb Market Revenue (change relative to 2019)
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Hotels in Georgia: The last month

of Summer 2021

Normally, average occupancy in hotels in
Georgia is high in the last month of sum-
mer and August 2021 was no exception.
Average occupancy in hotels amounted
to 67%.

Average occupancy also increased in
medium and small hotels and totaled
67%, up from 42% in July 2021.

FIGURE 13
Average Hotel Occupancy
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As for large hotels, occupancy totaled
68%, only 11% behind its 2019 level. Im-
provement in occupancy, compared to
July, can be explained not only by 15%
MoM increase of international visitors
in August 2021, but also by the strong
demand from domestic tourists.
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* Large hotels: more than 80 rooms, small and medium hotels: less than 80 rooms
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In August 2021, average occupancy in
hotels of Thilisi totaled 73%, only 6% be-
hind its 2019 level. As for Seaside, occu-
pancy stood at 64%, which is 11% lower
than the same period of 2019.

August 2021 was especially fruitful for
hotels in Kakheti. The average occu-
pancy in Kakheti improved noticeably

FIGURE 14
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compared to the previous month and
totaled 69%, surpassing its 2019 level by
22 percentage points.

Strong domestic demand has largely
contributed to high level of occupancy
in hotels outside Thilisi.

Average Hotel Occupancy by Region
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Even though, growth of international vis-
itors slowed down in August 2021 com-
pared to 2019, ADR continued to recover.

Average Daily Rate in hotels was only
12% below its August 2019 level. Factors
like high occupancy in hotels and active
domestic tourism played pivotal role in
this recovery.

FIGURE 15

Traditionally, in Georgia number of in-
ternational visitors start to decline from
September, as peak summer season is
over. This, coupled with Covid risks still
at place, could translate into a ham-
pered recovery of ADR and Occupancy
in autumn 2021.
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Growth of non-cash spending in hotels
through TBC Bank’s channels, was also
affected by interrupted recovery of in-
ternational visitors. In August, total non-
cash spending was 13% behind its 2019
level, while in July it stood only 4% be-
low its 2019 level.

A decline was observed in Thilisi, where
non-cash spending was 23% less than in

FIGURE 16
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August 2019, whereas in July 2021 non-
cash spending in Tbilisi was 16% less
than its 2019 level.

Non-cash spending in regions rebound-
ed in July 2021 and showed 7% increase
compared to July 2019. This positive
growth trend did not continue in August
2021 - the spending moved to negative
territory and was 4% lower than in Au-
gust 2019.

Non-cash spending in hotels by region (change relative

to 2019)
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In August 2021, non-cash spending in
hotels was still on the positive growth
territory in Hostels, small and family
hotels and totaled 11.2%, however it is a
solid decline compared to the previous
month (49.1%). The notable growth of
non-cash spending in July and August
2021 compared to same months of 2019
can be explained by higher penetration
of noncash payment instruments in hos-
tels and small, family hotels.

FIGURE 17

Recovery of non cash spending in hotels
with 50-120 rooms to its 2019 level did
not change significantly in August 2021
and stood at 77.5%.

Change of non-cash spending in
large hotels with more than 120 rooms
amounted to 14.8%, down from 32.1% in
July 2021.
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Since January 2021, share of internation-
al visitors has been increasing in total
non-cash expenditure in hotels, through
TBC Bank’s channels. The trend, howev-
er, changed in August.

In august 2021, the share of international
visitors in non-cash spending in hotels
declined to 65.6% from 70.8% in July
2021.

FIGURE 18
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Decline of international visitors’ share
can be explained by relatively lower,
only 15% MoM increase of visitors in Au-
gust and higher domestic demand.
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Numbers show, in terms of non-cash
spending in hotels (through TBC Bank’s
channels), Tbilisi, Adjara, Shida Kartli,
and Mtskheta-Mtianeti are dominated

As for domestic tourists, their share pre-
vails in Racha-Lechkumi (85.2%), Kvemo
Kartli (77.9%), and Imereti (65.8%), Guria
(65.1%), and Kakheti (62%).

by international visitors. Their shares in
hotel non-cash spending are the follow-
ing: Thilisi - 72%, Adjara - 66.1%, Shida
Kartli - 59.5%, Mtskheta-Mtianeti — 58%.

FIGURE 19
Share in non-cash expenditures in hotels by region
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Disclaimer

This publication (the “Publication”) has been prepared and distributed by TBC Capital LLC (“TBC Capital”) member of TBC Bank
Group PLC (“Group”) for informational purposes only and independently of the respective companies mentioned herein.

TBC Capital is operating and performing its professional services on the territory of Georgia and is duly authorized to prepare
and distribute this Publication on the territory of Georgia.

Nothing in this Publication shall constitute an offer or invitation to treat to solicit buying or selling or subscribing any assets and/
or securities and nothing herein shall form the basis of any contract or commitment whatsoever or shall be considered as a rec-
ommendation to take any such actions.

Since distribution of this Publication may be restricted by law in certain jurisdictions, persons into whose possession this Publi-
cation comes are required by TBC Capital to inform themselves about and to observe any and all restrictions applicable to them.

As this Publication is not directed to or intended for distribution, directly or indirectly, to or use by any person or entity in any juris-
diction where such distribution, publication, availability or use would be contrary to the applicable law or which would require any
registration or licensing within such jurisdiction, neither TBC Capital nor any member of the Group nor any of their respective
director(s), partner(s), employeel(s), affiliates, adviser(s) or agent(s) (‘Representatives”) accept any direct or indirect liability to any
person in relation to the publication, distribution or possession of this Publication in or from any jurisdiction.

This Publication is not intended to provide any investment, business, tax and/or legal advice, and credit or any other evaluation.
Recipients of this Publication are strongly required to make their own independent investigation and detailed appraisal of the
matters discussed herein. Any investment decision should be made at the investor’s sole discretion and consideration. Any and
all information contained in this Publication is subject to change without notice, and neither TBC Capital nor any member of
the Group nor any of their Representatives are under any obligation to update or keep information contained in this Publication.

Distribution of this Publication, at any time, does not imply that information herein is correct, accurate and/or complete as of any
time after its preparation date or that there has been no change in business, financial condition, prospects, credit worthiness, sta-
tus or affairs of the respective companies or anyone else since that date. Accordingly, this Publication should not be considered
as a complete description of the markets, industries and/or companies referred to herein and no reliance should be placed on it.
TBC Capital does not undertake to update this Publication or to correct any inaccuracies therein which may become apparent.

The Publication may include forward-looking statements, but not limited to, statements as to future operating results. Any “for-
ward-looking statements”, which include all statements other than statements of historical facts, involve known and unknown
risks, uncertainties and other important factors beyond TBC Capital’s control that could cause the actual results, performance
or achievements to be materially different from future results, performance or achievements expressed or implied by such for-
ward-looking statements. Such forward-looking statements are based on numerous assumptions regarding present and future
business strategies and the environment operating in the future. By their nature, forward-looking statements involve risks and
uncertainties because they relate to events and depend on circumstances that may or may not occur in the future. No assurances
can be given that the forward-looking statements in this document will be realized. TBC Capital does not intend to update such
forward-looking statements.

Opinions, forecasts, estimates and/or statements relating to expectations regarding future events or the possible future perfor-
mance of investments represent TBC Capital’'s own assessment and interpretation of information available to it currently from
third party sources. Information obtained from the third party sources believed to be reliable, but that there is no guarantee of the
accuracy and/or completeness of such information.

TBC Capital does and seeks to do and any member of the Group may or seek to do business with companies covered in this
Publication. Thus, investors should be aware that TBC Capital may have a potential conflict of interest that could affect the ob-
jectivity of the information contained in this Publication.

This Publication may not be reproduced, redistributed or published, in whole or in part, in any form for any purpose, without the
written permission of TBC Capital, and neither TBC Capital nor any member of the Group nor any of their Representatives accept
any liability whatsoever for the actions of third parties in this respect.

TBC Capital makes no expressed or implied representation or warranty of usefulness in predicting the future performance or in
estimating the current or future value of any security or asset, and expressly disclaims all warranties of merchantability or fitness
for a particular purpose or use with respect to any data included in this Publication.

Without limiting any of the foregoing and to the extent permitted by law, TBC Capital or any member of the Group or any of
their Representatives expressly disclaim all liability whatsoever (in negligence or otherwise) for any loss or damages however
arising, directly or indirectly, from any use of this Publication or its contents (including without limitation to the accuracy and/or
completeness of information therein) or otherwise arising in connection with this Publication or for any act or failure to act by any
party on the basis of this Publication.
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