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COVID-19 cases per 100,000 persons are low in Georgia

despite recent surge

COVID-19 statistics in Georgia, persons

COVID-19 cases per 100,000 persons
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Economic recovery continues

Remmitances Exports Imports VAT turnover GDP growth
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Salary and employment recovered since June 2020,
converging the last year's levels

Gross salaries, GEL mn
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Number of employed (hired), ‘000 persons
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Capital expenditures were down slightly y/y in Aug-20, while
current expenditures growth is high

Consolidated budget tax revenues, GEL mn Consolidated budget capital and current

expenditures, % change yly
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Source: MOF Source: MOF
Note: Tax revenue reduction since May 2020 reflects significant tax relief for different business

1 Tax revenues decreased by 4.4% yly to GEL 7.2bn (68.2% of the annual [ Current expenditures grew by an average 25% yly, while capital expenditures
plan) in 8M20 and net lending increased by 6.3% in June-August 2020
[ VAT refunds amounted to GEL 563mn in 8M20 I Overall, capex & net lending increased by 4.8% y/y (51.9% of the annual plan)
in 8M20
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Georgia’'s GDP growth forecast in 2020-2021

Georgia’s economic growth forecast
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Baseline scenario, 2020

assumes no re-imposition of lockdown
measures

Pessimistic scenario, 2020

assumes strict lockdown measures
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External balance deteriorated by $787mn in 8M20 as tourism
vanished

Major categories of external balance January — August 2020:
US$ mn
Balance Balance
-765 -1,553
2000 -14.7% w -17.5%yw  +19.3% w

2,000 Exports Imports Trade balance

1,000

i B 7%,
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-4,000
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Source: NBG, Geostat Source: NBG, Geostat
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FDI down 26% y/y in 1H20

Foreign direct investment in Georgia FDI by sector in 1H20, share in total
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Azerbaijan and Armenia accounted for 8.1% and 4.3% total
foreign inflows, respectively, in 8M20

Georgia’s economic linkages by country, January-August 2020 (share in total foreign inflows)

EU 21.8% 11.5% 69.3% 42.0% 31.0%
Russia 12.8% 18.7% 3.4% 19.4% 14.4%
Azerbaijan 13.7% 7.9% -4.7% 2.6% 8.1%
Turkey 6.3% 17.7% 10.8% 5.9% 8.0%
China 14.3% 0.5% 0.6% 0.1% 7.4%
Ukraine 5.9% 4.6% 1.3% 3.9% 4.7%
Armenia 5.9% 8.9% 0.8% 0.7% 4.3%
Other countries 19.2% 30.2% 18.5% 25.6% 22.2%

Source: Geostat, NBG, GNTA, Galt & Taggart
Note: FDI data is given as of 1H20. Negative investment means a sale of shares or distributed profit.
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GEL's recent weakness reflects deterioration of
fundamentals and increased uncertainty

GEL and regional currencies against US$, index (1 January 2020 = 100)
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International reserves are growing despite NBG
Interventions

Gross international reserves, US$ bn NBG’s interventions, US$ mn
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Source: NBG Source: NBG
' NBG’s reserves increased by 6.4% y/y to US$ 3.9bn in Aug-20. Moreover, the monthly increase in reserves in July and August were US$ 224.3mn and US$ 91.6mn,
respectively, attributed to the disbursement of donor funding
|

NBG sold US$ 461.2mn through FX interventions in March-September 2020

B NBG will sell over US$ 200mn through year-end.
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Annual inflation

——Headline inflation

——~Core (non-food, non-energy, non-tobacco)
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Source: NBG
Annual inflation reduced by 0.9ppts to 4.8% in Aug-20

[ We forecast average annual inflation at 5.2% in 2020.
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Average annual inflation expected at 5.2% in 2020; NBG
kept monetary policy rate unchanged at 8.0% in September

Monetary policy rate
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NBG decided to keep its key rate unchanged at 8.0% in September due to
increased volatility in FX markets

According to the NBG, inflation will continue to decline throughout the year,
fall below the target level in 1H21 and then approach it from below.
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Bank loan portfolio growth is above 10% (excluding FX
effect)

Bank loan portfolio growth Retail & corporate loans growth (exc. FX effect)
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Demand for mortgage loans has increased supported by

the government subsidy program

Mortgage loans (flows)

Mortgage loan flows increased by 0.3% y/y in Aug-20,

600 first time since Feb-20
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Mortgage loan portfolio increased by 8.9% y/y in Aug-20,
after an average growth of 8.3% in June-July
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Changes in interest rates on GEL loans are not expected
through 2020

Interest rates on mortgages Interest rates on loans to legal entities
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Dollarization has declined since the peak in March 2020

Loan and deposit dollarization

80% ——Loan dollarization —— Deposit dollarization
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Conclusion

GDP GEL/$ Bank loans

e We forecast 5.1% economic contraction in e GEL/US$ average exchange rate expected in e Bank loan portfolio is expected to grow by 5-
2020, in our baseline scenario. the range of 3.1-3.2 through end of 2020. 10% by the end of 2020.

e In 8M20, Georgia’s real GDP decreased by e NBG will sell over US$ 200mn through year- ¢ In Aug-20, bank loans increased by 12.1% yly
5.6% yly. Since June, economic recovery is in end. (exc. FX effect).

line with expectations, but risks also rose. « Retail lending recovered driven by mortgages,

e Fiscal stimulus is supporting recovery and supported partly by the government’s loan
solid fiscal buffers will also help the economy subsidy program.
in 1H21.

Inflation Refinancing rate Risks

e Average annual inflation is expected at 5.2% e YTD, NBG has cut monetary policy rate by e COVID-19 pandemic
[ 2020, 100bps to 8.0%. ¢ Ongoing conflict between Armenia and

e In August 2020, annual inflation came in at e Further easing of monetary policy will depend Azerbaijan
4.8%. In the coming months slowdown in on the situation in FX markets. o S e et Gerires, frod| CIEiEiarEis
il:flation will be supported by last year’s high Georgia's economic recovery in 2021,

ase.
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Thank you

For more information visit our website www.gt.ge






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
faimess, 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.

GALT & TAGGART

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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