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The fourth wave of Covid pandemic TOURISM INFLOWS

decelerated the tourism recovery in (in USD, same month 2015=100, %)
August, especially when Israel considered
enlisting Georgia among the red countries.

As expected, the growth from Israel is back
and overall September inflows remained 60 482598
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weaker increase compared to 2019 in
October. This is also evident in our latest weekly non-cash expenses of non-residents.

September remittance inflows were also in line with expectations - YoY growth equaling 8.8%.

TOURISM INFLOWS: RECOVERY BY COUNTRIES TOURISM INFLOWS IN 2019
(in USD, same month 2019=100, %) (in USD, YoY, %)

60
15 1.8
10.1
50 10
EU
Ukraine
30 Russia 0
Turkey
20 Azerbaijan -5
10 Other -10
countries
0 -15
Jan Feb Mar Apr May Jun Jul Aug Sep Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
Source: NBG Source: NBG
REMITTANCES REMITTANCES BY COUNTRIES
(in USD, %) (in USD)
150 +40.1%
100
50 40.1 m Others
8.7
Turkey
0 0.0
\/ : m [srael
-50 mUSA
m Russia
-100
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec mEU
2021/2020 === 2020/2019 2021/2019 Sep-2019 Sep-2020 Sep-2021
Source: NBG Source: NBG



A TBC CAPITAL

Weekly Update from the Chief Economist

18 October 2021

Unlike Tourism and remittances, trade in goods increased at a much stronger rate compared to
our expectations, indicating to a higher than assumed September GDP growth. As per usual,
the rebound led to the worsening of the trade balance - by 8.1% MoM and 31.8% YoY.
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Overall, MoM change in currency flows from
trade, tourism and remittances in September
amounted to negative 73.5 mIn USD (63.0 mIn
USD in seasonally-adjusted terms), which in
this month was almost equal to the NBG'’s
intervention of selling 60 million USD on
September 30. Although, we believe post-
election depreciation expectations were a
primary reason behind the pressures on the
GEL, rather than an estimated balance of key
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SELECTED CURRENCY FLOWS IN SEPTEMBER

(in min USD, MoM, %)
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CA components. This, in spite of record high interest rate deferential, is evident from much

stronger growth of FC deposits in August-September compared to the previous months, what
also likely continued in October based on the NBG’s monetary aggregates daily data. At the

same time, the FC credit has recently also strengthened. In fact, even during the pandemic, the
GEL REER often has been more correlated with the currency composition of credit, rather than
with the major components of the CA (see The Additional Fuel behind the Restart).

NBG’S INTERNATIONAL RESERVES AND GROWTH OF DEPOSITS BY CURRENCIES
FX INTERVENTIONS (in million USD) (MoM, SA, FX-adjusted GEL)
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operations between the NBG and commercial banks and MoF liabilities to the IMF.
The actual data will be released later this month

Source: NBG, MoF, TBC Capital

on M2 and M3 daily dynamics; as of 17-Oct
Source: NBG, TBC Capital 3
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On the GEL, also important that last week the lira weakened further. Should the GEL follow?
Despite the fact that the historical correlation exists and the risk is considerable, not
necessarily in our view. First, the overall REER is at its medium term average as other trading
partner currencies have a different pattern than lira. Second, high inflation in Turkey largely
offsets lira’s nominal depreciation. Third, the real GEL/TRY has a long term appreciation trend
as the GEL should strengthen in the long term due to the stronger per capita GDP and
productivity growth in Georgia compared to Turkey, however, recent GEL appreciation against
lira is around 18% higher compared to what the long term trend would suggest. Fourth, while
the TRY/GEL has some impact on Turkey/Georgia’s trade balance, it appears Turkish imports
are primarily competing with other imports as the impact on overall trade balance is not
evident and overall, its more about growth rather than the exchange rate (see March 15 Macro
Insights). Fifth, we stick to our view that 2021 the inflow-outflow balance is positive. And the
last, but not least, with already very high inflation in Georgia, being strongly linked to the GEL,
we don’t think there is an appetite for the further depreciation.

We once again highlight the benefits of the multicurrency portfolio, for borrowings as well as
for the savings, with the TRY and the RUB also in play.

THE GEL REER, DAILY ESTIMATES

(% deviation from period average)
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GEORGIA’S MAJOR TRADE PARTNERS’ CURRENCIES TO USD

(1-Sep-2021 = 100)

Note: As of 15-Oct, increase means GEL appreciation
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Data releases to watch this week:

e Oct 19 - External Trade Detailed Data, September 2021;
e Oct 20 - Producer Price Index, September 2021.
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Legal Notice

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 constitutes or forms part of an offer or solicitation or
invitation to an offer to buy, sell or subscribe for any assets or securities and nothing herein shall form the basis of any contract or commitment whatsoever or shall be
considered as a recommendation to take any such actions. Since distribution of this Publication may be restricted by law in certain jurisdictions, persons into whose
possession this Publication 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 jurisdiction 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), employee(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 appraisal of the matters
discussed herein. Any investment decision should be made at the investor's sole discretion. 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, status 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 “forward-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 forward-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 performance of investments represent TBC Capital’s
own assessment and interpretation of information available to it currently. 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 objectivity 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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