GALT & TAGGART

CREATING OPPORTUNITIES

Commoditie:

o i
Eva Bochorishvili w @ ’
Head of Reseorch| evobochonshwll@gt ge +9

7| R
3!ﬂo1 11T ext.8036

Kakhaber Samkurashvili
Head of Sector Reseorch| ksamkurashvili@gt.ge | +995 322 401 111 ext.4298

Sergi Kurashvili
Senior Analyst |s.kuroshvi|i@gt.ge | +995 322 407 111 ext.3654



G A I_T & TAG GART Commodities

RESEARCH Monthly Market Watch
February 12, 2024

Commodity price dynamics
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Energy

Brent oil

In January 2024, brent oil price was up 6.1% m/m. It was a first monthly gain for crude since September 2023. Intuitively,
Hamas's attack on Israel on October 7th and related escalations in the following months should have inflated the prices.
Houthis and Iran-backed military groups keep striking the vessels in the Red Sea, hitting the U.S. military base in Jordan
at the end of last month, leaving a few deceased and many more injured. Despite the turmoil, brent price has slid 3.4%
since Israel-Hamas war started. According to J.P. Morgan, there is now no geopolitical risk premium in oil prices due to
supply's capacity to absorb the current shocks.

No major oil supply disruption has occurred in the recent months and future impacts remain unlikely too, limiting the
investor's worries over the Red Sea shipping. The disturbances this far have reduced Red Sea oil flow by 20% and mostly
are easily handled. Moreover, according to J.P. Morgan, longer route around Africa adds only $2 per barrel to oil prices
as the Arab states predominantly use pipelines for shipping. In addition, expanding oil production from non-OPEC
countries and idle capacity of OPEC+ countries following the production cuts, are set to cover any unforeseen demand
growth or supply disruption.

Therefore, Middle East crisis was not a driving force behind January's growth, rather it was a sudden winter storm and
U.S. economic growth. Deep freezes in North Dakota and Texas slowed crude output by circa 1 million barrels a day.
Additionally, U.S. economy data adjusted for inflation showed a real growth of 3.3% in 4Q23, higher than analysts’
forecast of 2%, boosting investors' expectations for future demand.

Figure 1: Brent oil Continuous Contract (BRNOO), Figure 2: Oil products import to Georgia, US$ mn
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The gasoline and diesel import value decreased by 16.2%
y/y in 2023 driven by the uptake of relatively cheaper

import markets.

Source: Bloomberg Source: Geostat
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Energy

Natural gas

In January 2024, natural gas price was up 1.2% m/m. Modest gain was a result of positive and negative factors
outweighing each other — most importantly, mild weather and sizeable inventories across Europe and temporary halt
on reviewing new LNG export applications by the United States. Middle East effect, similar to crude, was limited on

natural gas prices, mostly due to same reasons — enough supply and inventories to cover any unforeseen demand
growth or supply disruption.

During most of January natural gas prices gradually declined from its monthly high of $38.3 per mwh to a low of $29.3.
The decline came from constant reports of significantly large storage levels in Europe and Asia — 78% in Europe and
close to the highest figure of five years in South Korea and Japan. Coupled with higher-than-expected temperatures,
meeting demand did not seem troublesome. In addition, Qatari, a major LNG exporter, is a trustworthy supplier of the
commodity to Asian countries, while delivering it to Europe may have more logistics issues. On the contrary, U.S. supplies
the Europe with LNG, tripling own export capacity since 2018. However, Biden administration temporarily halting the
review of new export applications triggered some corrections on the market.

According to analysts, election year pushes Biden to find the balance between climate activists with their millions of
voter followers on TikTok and the national energy industry followed by the strategic partners and importers in Europe.
According to the White House, paused licensing will not affect any export applications already approved and therefore
the current supply of LNG to Europe. According to Shell CEO, the decision may not impact short- or medium-term
supply, but erodes confidence in LNG in the long term. The price of natural gas in Europe increased circa 12.6% since the
White House announcement on January 26th.

Figure 3: Natural gas price (ICE Endex Dutch TTF), Figure 4: Natural gas import to Georgia, US$ mn
US$/mwh
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The natural gas import value decreased by 3.2% y/y in
2023, while the volume stayed almost constant (-0.8%
y/y) at 3.1mn cubic meters.

Source: Bloomberg Source: Geostat
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Precious metals
Gold

In January 2024, gold price was down 1.1% m/m. Despite the modest decline, bullion held up above $2,000 per ounce
psychological level so far this year, following the record-setting 2023. According to UBS analysts, the demand coming
from Chinese retail investors was under-appreciated as last year's growth factor. Chinese investors and households
turned to gold as a safe haven from the turbulent domestic real estate and stock markets, contributing to the sustained

high prices of the precious metal. According to analysts at the World Gold Council (WGC), "China is not the price-
setting factor but it is providing a floor”.

Another major consumer of bullion, central banks have apparently slightly slowed the purchases - 229mt in 4Q23, down
from 382mt in 4Q22. Annual purchases have declined by circa 4% to 1,037mt in 2023. Despite a mere decline, it may

have a larger impact on investors' minds as central banks' purchases used to support gold prices over the past two
years.

Additionally, the FED chairman Jerome Powell announced no rate cuts and strongly pushed back against any cut
expectations for the next meeting in March, aiding the money markets rather than bullion. Despite the negative impact

of central banks so far, Wall Street is largely bullish on the precious metal for 2024, betting on low inflation (hence rate
cuts) and more buying from central banks.

Figure 5: Gold price, US$/troy ounce Figure 6: Gold export from Georgia, US$ mn
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The gold export value increased by 8.9% y/y in 2023,
driven by higher prices, as the volume of exports
increased by only 1.5% y/y to 2.7 tons.

Source: Bloomberg Source: Geostat
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Agriculture

Ammonium nitrate

In January 2024, ammonium nitrate price was up 4.2% m/m. Although this gain, its price remains 35.3% lower y/y. Decline
came from falling natural gas prices — key component of ammonium nitrate production. As described in our previous
reviews, price is more-or-less balanced with different factors offsetting each other. On the one hand, China still focuses
on own inventory increase, limiting the potential supply. On the other hand, India is set to cut its fertilizer subsidy starting
from April 1 as the global prices weaken. Stock prices of Indian fertilizer manufacturers declined due to worries that a
decrease in subsidies might lead to a drop in the usage of agricultural nutrients.

Wheat

In January 2024, wheat price was down 10.4% m/m. After the strong gains due to risk premiums, Black Sea bottlenecks
and fears of a global recession are easing, sending the wheat prices lower. In addition, wheat production is set to reach
a new height of 114mn tonnes in India, partially offsetting shortages in some of its regions. On the other hand, parts of
Australia have been hit by an unusually long rain season, damaging crops from sugar to wheat. On a broader scale,

analysts expect El Nino to have an adverse impact on global supply of agricultural products in 2024, providing a floor for
the prices.

Figure 7: Black Sea ammonium nitrate spot price, Figure 8: Black Sea Wheat Financially Settled
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Figure 9: Nitrogenous fertilizers export from Figure 10: Wheat import to Georgia, US$ mn
Georgia, US$ mn
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The nitrogen fertilizers export value decreased by 43.7%
y/y in 2023, due to gradual decline of prices as the

volume shrunk by only 2.6% over the year.

Wheat import value decreased by 11.0% y/y in 2023,
while the volume increased by 20.7% over the year,
driven by the lower average import price.
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Metals & ores

Copper ores and concentrates

In January 2024, copper price was up 0.4% m/m. Despite the negligible gain, hedge funds are betting bullish on copper
stocks, forecasting a significant deficit on the market in 2024. Any remaining anticipation of excess supply has
disappeared completely and has been replaced by the likelihood of a substantial shortage. The closure of the Cobre
Panama mine at the end of the last year tightened the market as it produced 1.5% of a global copper supply. In addition,
a commodity giant, Glencore reported lower copper production in 2023, expecting a further decline in 2024. Difficulties in
production have become widespread within the industry, and with minimal supply growth expected across most mining
commodities, prices are expected to rise significantly over the next year.

Ferrosilicon

In January 2024, Chinese ferrosilicon stayed constant at $1,335 per ton, while its European counterpart showed an
unusual increase of 13.8% m/m. This could potentially be a reversal in price trend for the European commodity, but it still
remains 23.8% lower y/y. Notably, pick up in prices started in Dec-23, that translated into circa 2.4x export value of
Georgian ferroalloys in December 2023 compared to previous 11-month average figure.

Figure 11: LME copper spot price, US$/ton Figure 12: Ferrosilicon (75% grade) price, US$/ton
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Source: Bloomberg Source: Bloomberg

Figure 13: Copper (including ores) external trade of Figure 14: Ferroalloy export from Georgia, US$ mn
Georgia, US$ mn
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The majority of copper external trade is driven by re-
export and depends on external factors. The value of

exported copper decreased by circa 53% y/y in 2023 to . .
prompting producers to cut production.
US$ 479mn.

The ferroalloy export value decreased by 60.7% y/y in

2023, which can be explained by a sharp decline in prices,

Source: Geostat Source: Geostat
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Disclaimer

This document is the property of and has been prepared by JSC Galt & Taggart ("Galt & Taggart"), a member of Bank of Georgia group PLC (‘Group") solely for informational
purposes and independently of the respective companies mentioned herein. This document does not constitute or form part of, and should not be construed as, an offer or
solicitation or invitation of an offer to buy, sell or subscribe for any securities or assets and nothing contained herein shall form the basis of any contract or commitment whatsoever
or shall be considered as a recommendation to take any such actions.

Galt & Taggart is authorized to perform professional activities on the Georgian market. The distribution of this document in certain jurisdictions may be restricted by law. Persons
into whose possession this document comes are required by Galt & Taggart to inform themselves about and to observe any and all restrictions applicable to them. This document
is not directed to, or intended for distribution, directly or indirectly, to, or use by, any person or entity that is a citizen or resident located in any locality, state, country or other
jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or which would require any registration or licensing within such jurisdiction.

Investments (or any short-term transactions) in emerging markets involve significant risk and volatility and may not be suitable for everyone. The recipients of this document must
make their own investment decisions as they believe appropriate based on their specific objectives and financial situation. When doing so, such recipients should be sure to make
their own assessment of the risks inherent in emerging market investments, including potential political and economic instability, other political risks including without limitation
changes to laws and tariffs, and nationalization of assets, and currency exchange risk.

No representation, warranty or undertaking, express or implied, is or will be made by Galt & Taggart or any other member of the Group or their respective directors, employees,
affiliates, advisers or agents or any other person as to, and no reliance should be placed on, the fairness, accuracy, completeness or correctness of this document and the
information contained herein (and whether any information has been omitted from this document) and no reliance should be placed on it. This document should not be considered
as a complete description of the markets, industries and/or companies referred to herein. Nothing contained in this document is, is to be construed as, or shall be relied on as legal,
investment, business or tax advice, whether relating to the past or the future, by Galt & Taggart any other member of the Group or any of their respective directors, employees,
affiliates, advisers or agents in any respect. Recipients are 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. To the extent permitted by law, Galt & Taggart, any other member of the Group and their respective directors, employees,
affiliates, advisers and agents disclaim all liability whatsoever (in negligence or otherwise) for any loss or damages however arising, directly or indirectly, from any use of this
document or its contents or otherwise arising in connection with this document, or for any act, or failure to act, by any party, on the basis of this document.

The information in this document is subject to verification, completion and change without notice and Galt & Taggart is not under any obligation to update or keep current the
information contained herein. The delivery of this document shall not, under any circumstances, create any implication that there has been no change in the information since the
date hereof or the date upon which this document has been most recently updated, or that the information contained in this document is correct as at any time subsequent to
the date on which it is supplied or, if different, the date indicated in the document containing the same. No representation or warranty, expressed or implied, is made by Galt &
Taggart or any other member of the Group, or any of their respective directors, employees, affiliates, advisers or agents with respect to the accuracy or completeness of such
information.

The information provided and opinions expressed in this document are based on the information available as of the issue date and are solely those of Galt & Taggart as part of its
internal research coverage. Opinions, forecasts and estimates contained herein are based on information obtained from third party sources believed to be reliable and in good
faith, and may change without notice. Third party publications, studies and surveys generally state that the data contained therein have been obtained from sources believed to
be reliable, but that there is no guarantee of the accuracy or completeness of such data. Accordingly, undue reliance should not be placed on any such data contained in this
document. Neither Galt & Taggart, any other member of the Group, nor their respective directors, employees, affiliates, advisors or agents make any representation or warranty,
express or implied, of this document's usefulness in predicting the future performance, or in estimating the current or future value, of any security or asset.

Galt & Taggart does, and seeks to do, and any other member of the Group may or seek to do business with companies covered in its research. As a result, investors should be
aware of a potential conflict of interest that may affect the objectivity of the information contained in this document.

Unauthorized copying, distribution, publication or retransmission of all or any part of this document by any medium or in any form for any purpose is strictly prohibited.

The recipients of this document are responsible for protecting against viruses and other destructive items. Receipt of the electronic transmission is at risk of the recipient and it is
his/her responsibility to take precautions to ensure that it is free from viruses and other items of a destructive nature.
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