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COVID-19 and expectations globally

COVID-19 has been declared a global pandemic and is
spreading faster than expected a few weeks ago.

Anti-virus vaccine is expected to be available in early
2021. Effective medicine that does not exist at the
moment will also have a positive impact on alleviating the
domestic situation.

Covid-19 is particularly severe shock as it is both supply
(limited production, disrupted supply chains) and demand
(social distancing, uncertainty, job loss) shock.
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Uncertainty about the timing when the virus can be stopped
makes economic forecasting difficult, as there is no
comparable historical example globally. According to some
analysts, the scale of the negative impact of the virus on
the world economy may be similar to World War II.

Developed countries (US, EU, etc.) mobilized sizable funds
in response to the crisis and provided liquidity to the
markets. The EU has suspended fiscal rules.

International financial institutions allocated solid funding to
member states (IMF — US$ 1 trillion, WB — US$ 12 billion,
EBRD - US$ 1 billion, etc.)




N

Georgia ranks 42" out of 195 countries by preparedness for biological threats

According to Global Health Security index (GHS), global preparedness for epidemics Georgia’s readiness (52) equals the average
or pandemics is weak (average score 40.2 out of 100). of high-income countries (51.9).
Global preparedness for biological threats is weak according to GHS index Georgia's performance in GHS index
Top-10 countries Rank out of Index Index score
# Country Score 195 countries Category (0-100)
#1  USA 83.5 53.2
# UK 77.9 31 Prevention | ° |
#3  Netherlands 75.6
Zg ':‘;UStrzlia ;gg 22 Detectionand 75.0 |
anada : @) reportin | o—
#6  Thailand 73.2 @, reporting
#7  Sweden 72.1 o £
#8  Denmark 70.4 ‘ AN 92 i 8L |
. Rapid response | ® !
#9  SouthKorea 702 g 1!)"’ \
#10  Finland 68.7 -~ R < b/ _ 38.3
‘J‘ - 45 Health system | ° |
Regional countries ) L%
#40 Turkey 52.4 » ? . .
#42 Georgia 52.0 v 53 Compliance with 56.0 |
#44  Armenia 50.2 international I @ i
#63 Russia 44.3 norms
#117 Azerbaijan 34.2 ) 514
Most prepared More prepared @® Least prepared 113 Risk I ® I

) environment
Source: The Global Health Security (GHS) Index 2019

Note: Rank #1 is best, Index score 0 is the worst
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Prevention of virus spread across country is important

73 10 Traffic in Thilisi reduced
©
a Confirmed cases Recovered
— ) -
o Traffic Traffic
o 4 055 252 before crisis 20 March
, .
o Friday 19:00 Fr|day_ 19:00 _
Under quarantine Under hospital supervision (Red — heavy traffic) (Green - light traffic)
Source: www.stopcov.ge, 25 March12:30pm 8(;6‘/’ ﬁ%"g;&:: Mamkoda/
8383
— 20 \ S
Government safety measures RV :
\\\\ ‘ _: \ Martkopi “\\ Martkopi
- State of emergency declared Tikg & \ 4855 - itre
. SO oveln ) , ” ‘ 7“ N\ ong | 3
+ Georgia's borders closed for passengers, cargo R év\’ Faatio sl "
. . o A W thatskaro( o aaka
transportation not restricted o AN o | ¢ o\ bos
«Learning process suspended in schools/universities J e & O
. . . Tékr)xeu RS IR ye5or ‘ o
* Only essential businesses remain open m Idbszym RIS Yyt Moyl i
! aldat alJ [ = = : . e 4
- Quarantine declared in Marneuli and Bolnisi regions oy ‘ i Lo B \
H H H H ket o Jf?ﬂ% abal me.a \ ‘i’& ~4 ] 303020 Godobipms A KVemOTelel < Gamativeia
- Construction, production and transportation not restricted oM, iy P\ el - AN

Source: Google maps
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Georgia has younger population compared to Italy

Age distribution of population - Georgia, Italy, China Patients with chronic diseases in Georgia

o,
N 3.6% 8.0% 14.8% Registered cases ,
0.2% 0.4% 1.3% 07 Covid-19

: Disease category in Georgia, . .
COVID-19
° @ ‘ ‘ ‘ . Death rate in China ;000, 2018 Death rate in China

0 i . . 0
Only 10% of Georgian Cardiovascular diseases 143 _ 1%
population is above 70 years
vs 19% in ltaly
\ Diabetes 78 - 7%
Hypertensive diseases 264 - 6%
EN R
R R R R R R R R R R RS
~ O ™« O ™ 0 ~ O w0
AN N ~ ~ ~ . . 0
Chronic lower respiratory 35 - 6%
20-39 40-49 50-59 60-69 70-79 80+ diseases
u [taly Georgia China
Source: World Bank, GeoStat, Galt & Taggart, China CDC Source: NCDC, Galt & Taggart, China CDC, Registered cases in 15+ aged population
Note: Death rate in China, February Note: Death rate in China, February
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COVID-19 impact on world commaodity prices

Global commodity indices (January 2020 = 100)

120 Gold e Ol Copper Iron
P S — -0.9%
100 - ==
-2.0%
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80 -21.4%
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N A A N Q Q N N A Q Q Q
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2 -2 - =2 =2 g w L L = = =

~ o & I =) %) & S ~ O c{n )

A\ N «® - 3% o~ - -

Source: Bloomberg
Note: As of 22 March
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Georgia exported $ 72.8mn (1.9% of total exports) gold in 2019

Gold prices are relatively stable since the beginning of 2020 as
it is perceived as a safe investment

Georgia re-exported $ 651.6mn (17.3% of total exports) copper
in 2019

Copper prices reduced significantly since the beginning of the
year. Notably, China accounts for half of the global demand.

Georgia exported $ 303.0mn (8.0% of total exports) ferroalloys
in 2019

Iron prices remain stable, despite reduced demand globally

Georgia imported $ 757.0mn (8.4% of total imports) oil in 2019

Oil prices plummeted to $ 30/barrel on March 9, the largest daily
drop since 1991. This means lower oil import bill for Georgia,
however low oil prices also mean reduced remittances from and
exports to Georgia’s oil-exporting trade partners



Government measures to mitigate negative economic impact in Georgia

Anti-Crisis Stimulus
GEL 1.0bn

Most sensitive sectors exempted from paying property and income taxes until
November 2020

2,000 hotels with 4 to 50 rooms will receive bank loan interest rate co-financing for
6 months from government

Price subsidies for 9 food products — rice, buckwheat, pasta, oil, flour, wheat, milk
powder, sugar and beans
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Additional GEL 300mn for public
capital expenditures

VAT refunds to double to GEL
1,200mn from initially planned GEL
600mn

National Bank eased banking sector
regulations

3-month credit repayment moratorium
for borrowers

Attracting funding from international
financial institutions (IMF, etc.) in
progress

Thilisi City Hall exempted open cafes
from paying rents in 2020, SMES are
exempted from paying rents for 3
months



3 possible economic scenarios for 2020

Scenario Assumption Date of virus control Probability Economic growth
1 H 1 0, 0,
Optimistic Economic downturn from March to May, recovery from June April-May 10% 2.1%
2 Economic downturn in March-May, recovery in June-September, Controlled in April-May, re-spread of the o o
; . . 50% -2.7%
Mild and downturn again from October virus from October
p 3 . Continued economic downturn from March Not stopped in 2020 40% -6.0%
essimistic

Georgia's economic growth scenarios

—+=Scenario 1 - Optimistic

7.49
9 * 6.4% —+=— Scenario 2 - Mild
62% o 4%
— K 4.4% 48% 48% S2% Scenario 3 - Pessimistic
——
2.4% \‘/‘\3-0% 20% ~°
A 3.6% T . 21%
* 2.7%
-3.7%
-6.0%

2008 2009 2010 2011

Source: GeoStat, Galt & Taggart
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Expected external losses/savings in different scenarios

Loss calculation in 2020 vs 2019, US$ bn

Scenario 1 Scenario 2 Scenario 3
Optimistic Wila Pessimistic How to compensate these losses?
Foreign
investments N A 4
; $1.7-2.6bn reduction in goods
Remittances -$0.2 & @ @ imports
Export -$0.2 -$0.7 @
g $0.2-0.5bn Georgians stop traveling
abroad
Tourism -$1.2 -$2.0 -$2.8
$0.2-0.4bn NBG interventions
Total -$1.7 -$3.1 @ Minimum $1.0bn external borrowing

Source: Galt & Taggart




Adjustment in external balance expected on the back of reduced imports

Imports 2019

Machinery and other
equipment

Imports of cars and other
non-essential goods are Imports for re-exports
expected to drop dramatically 4 large categories

$0:7 bn " EeLIS
For re-exports

Pharmaceuticals
$ 1 L] 7

bn
—mml Copper

JOENEE  Tobacco

$2.4 bn

Construction and
industrial materials

Oil, gas and
electricity

Chemicals and
related products

Food products

Furniture and
clothing

Copper and other
crude materials

Beverages & tobacco LS
Other

Source: Geostat, Galt & Taggart
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Food makes up c. 1/3 of household spending in Georgia

Consumer basket in Georgia, 2020

Non alcoholic  Other
beverages

Entertainment

Clothing and
footwear

Education

Hotels/ 5.4%
Restaurants

5.9%
Housing

6.4%
Alcohol & tobacco 7.8%

Healthcare

Source: Geostat
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9.0%

Utilities

One third of consumption in Georgia is food
(vs 8% in EU)

Tourists spend 5.0x less on food, alcohol
and tobacco compared to Georgian
households

Food product consumption will be less
affected during the crises compared to other
goods/services

During economic isolation, local food
production can stimulate economic activity



Self-sufficiency on food products is important

Self-sufficiency ratios and production/import/export of selected food products in
Georgia, 2018

102% 99% 99% 93% 81% 71% 60% 52% 25% 15% 6% 1% 0% 0%

+2.0% +4.0% -1.3% -1.1% -10.0% -25.0% -16.0% +13.0% +0.0% +3.0% +0.0% -14.7% +0.0% +0.0% ngg%% ppts

Potato Egg Flour Beans Milk and Corn Vegetables Meat Sugar Wheat Pasta Sunflower Rice Buckwheat
milk oil
products
®m Domestic production Import Export Self-sufficiency ratio, %

Source: Geostat, Galt & Taggart
Note: In tones, coefficients also include non-resident consumption, self-sufficiency coefficient = production / (import + production-export)
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Private investments normally fall during crisis

Public / Private Investments in Georgia

30% Acceleration of government infrastructure projects is crucial for overall
economy as well as for construction companies and their employees

25% /‘\
\ —

T E——
20% /
*
*
/ \.
15% ’/_,.
10%
Cm—— . . .
./0
5% . \.h_-./.\./
0%
o o o o o o o o o o o o
N N N N N N N N N N N N
—+=Private investmetns to GDP, % —+=Public investmetns to GDP, %

Source: Geostat, Galt & Taggart
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Construction sector fragile during crisis

Number of employees in construction business Construction materials imports in Georgia, US$ bn
sector in Georgia, ‘000 persons

80 20
In 2008, employment

70 declined by 28% y/y and it
took 3 years for the activity
to return normal levels
60
50 \
40
30
20
10
0
-~ N ™ < w0 o

Source: Geostat Source: Geostat
Note: 2019 is an expected number
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In pessimistic scenario real estate prices expected to fall by the same scale as
_in 2008-09 crises

Real estate prices in Thilisi Real estate demand drivers deteriorate
during crisis

2,500 War with Russia and
Global Financial Economic growth / employment
Crisis
2,000 Urbanization

The prices in GEL

dropped by 27% Shrinkage of family size

1,500

/ Non-residents

Tourism
W Remittances

The prices in USD dropped by 34%

1,000

500

Local / foreign students

O O v v N AN O O T T W O© © NN D Mortgages

— - T T T T T e ot T T e e o o e e o~ e

1Q07
3Q07
1Q08
3Q08
1Q09
3Q09
1Q
3Q
1Q
3Q
1Q
3Q
1Q
3Q
1Q
3Q
1Q
3Q
1Q
3Q
1Q
3Q
1Q
3Q
1Q
3Q

Residential real estate prices, US $/sq.m

Residential real estate prices, GEL/sq.m

Source: NBG, Galt & Taggart
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Expected impact of COVID-19 on different sectors of Georgian economy

Immediate negative Delayed negative Positive effect
effect effect
Hotels Financial sector Healthcare
Restaurants Construction Pharmacy
Shopping centers Real estate E-commerce
Entertainment Trade Agriculture
Transport Manufacturing Communications
Education Local tourism
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Share of sectors directly related to tourism in GDP is higher than in
_employment in Georgia

Employment and GDP by sectors, 2018 Sectors directly related to tourism in GDP and
employment, 2018

GDP Employment GDP Employment
Manufacturing, . .
Manufacturing, 8.6% Tourism and other service sectors
14.6% employ half of the workforce, while

making up 80% of GDP.
Consequently, the crisis will have a
greater negative impact on the

) economy. Total 22%
Services, - RRRR——.,. - 258.3k persons
52.5% 80% Total 15%
0 VL
4.6% i W u Arts, entertainment and recreation
| .6%
: Service sectors 13.9% i . .
S?;\{Ié:ozs, N directly related to N -J70 | | 10.9% Accommodation and food service
tourism j ’ Trade

Agriculture,
38.9%

Agriculture,
7.8%

Source: Geostat
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Unemployment expected to increase

Georgian labor force structure
(persons ‘000, 2019E)

Working age population (15 + years)
3,037 (82% of total)

In the labour force Not in the labour force
1,911 (63%) 1,126 (37%)
Employed Unemployed 15-24 years +25 years old
1,690 (88%) 221 (12%) 259 (23%) 867 (77%)
In
Hired workers Self-Employed education
849 (50%) 840 (50%) 194.2
(75%)
Not in In
agriculture agriculture
(22%) (78%)

Source: GeoStat, WB, G&T Research
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What should the Government do?

Short-term measures

* Social assistance/utility cost financing for vulnerable population
* Slash property tax in half

* Attract foreign financing

* Review/suspend business sector regulations

* Temporarily suspend pension fund contributions

* Ease financial conditions for banks (capital requirements, etc.)
° Further ease banking sector regulations

° Enhance hospital capacity

* Continued support to strategically important sectors

GALT & TAGGART

Medium/long-term measures

* Elaboration of a new economic model in light of the changing
global conditions

* Leverage existing free trade agreements (DCFTA and other
bilateral trade agreements)

* ldentify and support sectors with the production capacity:
¢ forlocal market
e for export markets

* Attract foreign investments

* Fundamental reform of the education system with active
participation of private sector
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Disclaimer

This document is the property of and has been prepared by JSC Galt & Taggart ("Galt & Taggart"), a member of JSC Bank of Georgia group (‘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.

For more research reports visit www.gt.ge . .
Eva Bochorishvili

Galt & Taggart Head of Research | evabochorishvili@gt.ge | +995 32 2401 111 ext. 8036

Address: Aghmashenebeli ave.79, Thilisi, 0102, Georgia

Tel: + (995) 32 2401 111 Lasha Kavtaradze

Email: gt@gt.ge Head of Macroeconomic Analysis and Forecasting | lashakavtaradze@gt.ge | +995 32 2401 111 ext. 7473
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