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Overview
2024: real GDP grew by 9.5%, fourth year of very high growth as consumption remained strong.
Growth was broad-based across services sectors and construction

2025: real growth estimated at 5.0% on the back of normalisation of domestic consumption and
external demand, return towards long-term trend

Lari experienced depreciation pressure in May/June and in October 2024; National Bank
intervened with sizeable FX sales (net USD 435 m), exchange rate now around 2.80 GEL/USD

Inflation remained below target (3%) in 2024, but monetary policy remains cautious

Money transfers from Russia normalised, share in total (16%) now below pre-relocation level
Growth of re-exports (esp. cars) is slowing, but remains key driver for goods imports and exports
Services exports slightly growing, as tourism growth moderates

Budget deficit (2.5% of GDP) meeting fiscal rule for third consecutive year, expected to remain at
similar level in 2025/2026; public debt stabilising around 35% of GDP

Special issues
Electricity sector. Ambitious plans for expansion, but implementation challenges

Electricity market liberalisation. Voluntary market opening, but very limited trading activity
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Basic indicators

Georgia Armenia Azerbaijan Ukraine Russia
GDP, USD bn 33.2 25.0 76.0 184.0 2,184.0
GDP/capita, USD 8,883 8,518 7,381 5,505 14,953
Population, m 3.7 3.0 10.0 33.0 146.0

Sources: Geostat, IMF (World Economic Outlook, October 2024, Link); Note: data for 2024

Trade structure

Exports

EU9% | RUS10% | Other CIS59% | CHN 5% | Other 18%

Other
36% Motor vehicles
37%
Nuts
2%
Ferro-alloys
Fertilisers 5%
2%
Medicine Mineral waters
2% 4%
Precious metal ores Wine Spirits
4% 4% 4%

Source: Geostat. Note: trade in goods, 2024

Imports

EU27% | RUS11% | Other CIS9% | CHN 10% | Other 44%

Other
22%

Passenger cars
21%

Metals
8% Machinery

and Electricals

’ 14%
Chemicals
9%

Food products
Mineral products 13%

13%

Source: Geostat. Note: trade in goods, 2024
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https://www.imf.org/en/Publications/WEO/weo-database/2024/october

Economic growth

Real GDP growth Domestic perspective
12 4 %yoy 2024
GDP growth: 9.5%, higher than 2023

8 1 Very strong growth for fourth

6 - consecutive year

4 2025

2 1 Estimate: GDP growth around 5.0%
0 T T T T )

Reason: normalisation of domestic
2022 2023 2024 2025* 2026* .
consumption and external demand,
thus return towards long-term trend

10 4

Sources: Geostat, NBG; *estimation/forecast

Regional comparison of real GDP growth (% yoy)

2024 2025 2026 GEO in a regional perspective
Georgia 9-5 >-0 >0 2024: much stronger growth than
Armenia 5.5 5.0 4.6 regional peers
Iran 3.0 2.7 2.2 ) _
azerbaijan 20 55 54 2025/26: GEO will remain leader
Turkey 3.2 2.6 3.8 among the peer group
Russia 34 L6 11 Four consecutive years of high growth
Germany -0.2 0.2 1.3

EU-27 0.9 15 18 Growth to return towards trend in 2025

Sources: Geostat, NBG, World Bank, European Commission,; estimates/forecasts
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GDP: demand and supply

Contribution to economic growth

16 q % yoy, pp of GDP
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M Private consumption O Public consumption E Total consumption**
M Gross capital formation B Net exports M Stat. deviation
@ GDP growth

Sources: Geostat, NBG; *estimate/forecast; **Note: Data for 2024/25 only available for total, i.e. the

sum of private and public, consumption
Sectoral contribution to economic growth

16 4 % yoy, pp of GDP
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Source: Geostat

Demand-side dynamics
2024
» Strongly driven by consumption

» Some positive contribution by
investment (public capital
expenditures)

2025

» Consumption to remain main driver, at
lower level after very strong 2024

» Slight negative contribution by net
exports

Supply-side dynamics
»  Main driver in 9M2024: services

» In particular: IT, trade and trans-
portation, also construction

» Consumption is the main growth driver
» Growth across various services sectors

"panIasal s3I ||y | SAIWOU023 Ulldg SZ0Z O



Exchange rate and current account

Exchange rate and international reserves

6.0 5 USD bn GEL/USD
5.5
= 2 285 22 8 232§ [
2022 2023 2024 5
B International reserves (lhs) = Exchange rate (rhs)
Source: NBG; Note: increase indicates appreciation of GEL
NBG FX purchases by month
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Source: NBG; Note: positive values indicate purchases, negative numbers indicate sales
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Exchange rate

» Depreciation pressure in May and June
as well as October

» NBG reaction/view: sizeable FX sales as
fluctuations were not linked to
macroeconomic factors

» Result: currently GEL/USD 2.80
» Qverall, USD 435 m (net) sold in 2024

» FXreserves somewhat recovered in
Dec-24, on the back of increased
reserve requirements

Current account balance
» 2024:-4.7% of GDP, relatively low

» Estimate 2025: -4.3% of GDP, mainly
due to growth of services exports

» Lari stabilised through FX sales
» Current account deficit reduced
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Inflation and monetary policy

Inflation rate and target
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NBG policy rate
12 4 % p.a.

11 ~

10 A

9 A

8 1

7 4

an

25

6
'»“"9\ i ﬁ?"{)’ ”’\?,»“”\?’\w?’,\:f’ A '»V'» >
R @ Y e o Y

Source: NBG

Inflation rate

Below target rate (3%) since Apr-23,
close to zero in 2H24

Reason: low imported inflation on the
back of decreasing commodity prices

NBG expects inflation to temporarily
exceed target rate as these effects fade
out, then convergence towards target

Monetary policy

Gradual easing of monetary policy since
2023, from 11% to 8% in 7 steps

Constant at 8% since mid-2024

Reason: still inflationary risks (esp.
commodity imports)

Therefore: only gradual decreases
despite low inflation environment

Low inflation in 2024, increase expected
Gradual easing of tight monetary policy
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Remittances and money transfers

Monthly money transfers Background
600 - USDm Share of RUS 2021: 18% of total money
500 A -
transfers, long-term declining trend

Since 2022: money transfers driven by
relocation of people from RUS

400 H
300 ~
200 ~

100 A

o (L Relocation from RUS 2022/2023
s T ° ’2 <20; ° k <‘20;3 ° FJ = F’ 2022: relocation drives money transfers
to USD 4.4 bn, RUS share: 47%

2023: normalisation begins, RUS
transfers decline, share falls to 37%

B Other MEU M Russia

Source: NBG; Note: based on USD

Money transfers by country
Other

Turkey 0% \ Development in 2024
P \ Normalisation continues
) EU
43% Total: USD 3.4 bn (-19% yoy)

4% \\
Israel /.

7%

RUS: USD 541 m (-65% yov)

RUS share: 16%, lower than before

relocation
16%
USA

o Money transfers normalised after two

exceptional years

Source: NBG; Note: data for 2024
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Foreign trade in goods

Foreign trade in goods
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Sources: Geostat, Ministry of Finance; *estimate, Note: trade in goods

Exports by countries of destination

) Other
China 11%

5%
Turkey
7%
EU Kazakhstan
9% 13%

Russia
10%

Kyrgyzstan
20%

Other CIS

0,
% Azerbaijan

119
Armenia &

9%

Source: Geostat. Note: trade in goods, 2024

2025*

Exports

2024: USD 6.6 bn, +7.8% yoy

Main drivers: motor cars (re-exports),
ferro-alloys and spirits

Growth in re-exports of motor cars
slowed down (4.2% yoy) but remains at
a high base

Result: significant increase in share of
exports to Central Asia

Expectation for 2025: +7.2% yoy

Imports

2023: USD 16.9 bn, +8.1% yoy,

Main drivers: motor cars (for re-export)
and oil products

Expectation for 2025: +8.6% yoy

Trade dynamics slow from high base
High importance of re-exports
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Foreign trade in services

Foreign trade in services
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Overview

Exports of services at a comparable
level with exports of goods

Services exports dominated by tourism
(around 60% of total)

Exports in 2024: USD 7.9 bn, +12.3%,
moderate growth compared to
previous years with special factors

2025: increase of 9.6% yoy expected

Exports: sectoral perspective 9M2024

Tourism increased by 6.5% yoy, slower
growth due to high base

Transport (18% yoy) remained dynamic

IT (-22% yoy) with some decline from a
relatively high base

Services dynamics slows down on the
back of lower growth in tourism
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Budget balance

% yoy

Public finances
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Source: Ministry of Finance, *estimate/forecast; Note: IMF programme definition

Public debt

40 4 % of GDP
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Source: Ministry of Finance, *estimate/forecast

Budget balance

Deficit in 2024: 2.5% of GDP

Marks third consecutive year with a
budget deficit at or below fiscal rule
limit (3% of GDP)
2025/2026: deficit to remain stable
around this level

Public debt

In general: strong improvement in debt
ratio on the back of high growth rates
and lari appreciation in recent years
2024: 36.8% of GDP

Expectation for 2024/2025: debt ratio
to decrease at lower pace towards 35%

Positive trend in budget deficit and debt
ratio expected to continue
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Public debt and Eurobond risk premium

Fitch rating reviews 2024

Overview of recent Fitch ratings for Georgia Background: outlook had been positive

Date Rating Outlook since Jan-23, mainly due to strong

macroeconomic fundamentals

Jan-24 BB Positive
2024: Two negative adjustments to the
Jun-24 BB Stable outlook
Dec-24 BB Negative Dec-24: outlook changed to negative,
Source: Fitch mainly due to “sharply increased

political risk”

Eurobond risk premium

Eurobond risk premium to US Treasury Note
Definition: yield premium of the

400 - bps
350 - Eurobond (USD 500 m) to a US Treasury
300 1 Note with same maturity (Apr-26)
250 ~ . .
200 Indicates market perception of GEO as
150 1 a borrower
122 ] 2024: increase of approx. 200 bps
. o [ amnounced compared to period after receiving EU
N Y R S R . . candidate status (Dec-23)
N R DA N R DA &

Source: Bérse Frankfurt, own calculations Increased riSk pe rce ption
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Bilateral trade between Germany and Georgia

German trade with Georgia Trade balance in 11M2024
German exports: EUR 964 m

EURmM

German imports: EUR 78 m
Balance: EUR 886 m

German exports to Georgia
11M2024: +30.3% yoy

Vehicles (esp. motor cars) remained key
driver for export growth

2020 2021 2022 2023 11M2024

B German exports German imports M Balance

Source: Statistisches Bundesamt (Destatis), 2025. Note: trade in goods

German exports Additionally: chemical products

Other

Electrotechnology  15% German imports from Georgia

Measuring and

2% 11M2024: -4.4% yoy, small decline

Motor vehicles

control equipment E St Reason: decline in imports of fruits and
[ .
Electronic devices text |eS
L,
Food products ‘ . . .
7% German export dynamics still high on
Machinery Chemicals the back of strong car exports

9% 15%

Source: Statistisches Bundesamt (Destatis), 2025. Note: trade in goods, 11M2024 Im pO rtS SI ightly d EC| i n i ng
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Electricity sector: ambitious plans for expansion

Realised and projected electricity demand and supply

40 TWh
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e COnsumption Generation

2030
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2032
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Sources: GSE, Ten-Year Network Development Plan (TYNDP, 2024-2034). Note: consumption incl.

transmission and network losses

Results of renewable energy auctions

Announced generation capacity (MW)

2034

1st auction 2"d aquction Total
(Mar-23) (Feb-24)
HPP 150 400 550
Wind 70 195* 265*
Solar 70 195* 265*
Other 10 10 20
Total 300 800 1,100

Source: MoESD; *of which 70 MW with energy storage devices

Background

Hydropower dominates generation mix
(74%), creating seasonality

Exports in summer, imports in winter

Electricity demand has grown stronger than
generation (55% vs. 43% since 2010)

Overall, GEO is usually a net importer
Expansion plans

Ambitious expansion plans aimed at meeting
own demand and become a net exporter

Target 2034: 36 TWh (2023: 16 TWh)

Key factor: HPP (and other RES)

But: key projects face challenges
Renewable energy auctions

Two auctions 2023/2024: 1,100 MW
awarded (based on CfD model)

Timeline for commissioning uncertain

Ambitious expansion plans, but
implementation challenges

Renewable energy auctions important step
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Electricity market opening: limited activity

Market results, 24 July to 29 July 2024

MWh = \/0lume Price (RHS)
140 -+

Background

GEL/MWh

06460 Georgia, as an Energy Community member,

is obliged to open its electricity market

126.450
Competitive market model could improve in

efficiency, price transparency, and renew-

126.440

120 A

100 -+

80 -

60 1 ‘—,_\_I / /
N

20

126.430 . . .
able energy incentives in the long term

126.420 o H
Market opening on a voluntary basis

126.410

24/7/24 0:00
24/7/24 12:00
25/7/24 0:00
25/7/24 12:00 -
26/7/24 0:00
26/7/24 12:00 A
27/7/24 0:00
27/7/24 12:00 A
28/7/24 0:00
28/7/24 12:00
29/7/24 0:00
29/7/24 12:00 -

Source: Georgian Energy Exchange (Genex)

Market activity, 1 July to 30 November 2024

MWh a—\/0lUME Price (RHS)
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GEQ’s electricity exchange market opened
on 1 July 2024, after three years of delays

Participation on a voluntary basis

Initially includes day-ahead trading for
GEL/MWh generators and large consumers, excluding
r 150 .
reservoir and large hydropower plants

r 145 So far, low traded volumes (<1% of daily

| 20 generation) and intraday price variability

Hesitation from supplier and consumers who
favour bilateral contracts due to price
certainty and flexibility

r 135

- 130

Jul Aug Sep Oct

Source: Georgian Energy Exchange (Genex)

Nov

125 . . e
Opening of electricity market on voluntary

basis, but adoption still low
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About the German Economic Team

Financed by the Federal Ministry for Economic Affairs and Climate Action, the German Economic Team
(GET) advises the governments of Ukraine, Belarus*, Moldova, Kosovo, Armenia, Georgia® and Uzbekistan
on economic policy matters. Berlin Economics has been commissioned with the implementation of the
consultancy.

*Within the framework of project activities in Georgia, we are in contact solely with reform-oriented
partners for the time being; in Belarus advisory activities are suspended.

AUTHOR
Sebastian Staske

CONTACT
Sebastian Staske, Project Manager Georgia
staske@berlin-economics.com

German Economic Team

c/o BE Berlin Economics GmbH
Schillerstralle 59 | 10627 Berlin
Tel: +4930/2061 34640

info@german-economic-team.com Implemented by

WWW.german-economic-team.com . . Ber"n .
D B Economics

Our publications are available under
WWW.german-economic-team.com/en/georgia
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