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GEORGIAN WINE
INDUSTRY IN BRIEF

The worldwide wine industry’s export has seen remarkable growth due to the increased global wine
consumption. World wine production slightly decreased owing to the unfavorable weather conditions
in several dominant wine-producing countries. The share of Georgian wine export is negligible in top
wine importer countries, while in Russian wine import Georgian wine amounted to 19% in USD terms.

In 2021, the Georgian wine export reached the highest number amounting to USD 234 MLN. Russia
remained the dominant buyer of Georgian wine. Its share in total Georgian wine export significantly
decreased and amounted to 56%, the lowest percentage since the resumed export to Russia.

Poland, the USA, the UK, Japan, Germany, China, and the Baltic countries are the target markets for
Georgian wine. Due to the slow diversification efforts, the value of these markets slightly increased. We
expect more active diversification in strategic markets in the following years.

Ukraine and Russia remained the top export destination countries in 2021. The war in Ukraine had
dramatic outcome for the Georgian wine market in the first months. By precise observation of the first
half of 2022, the wine export to Ukraine practically vanished in 2Q of the year. However, the cumulative
drop in total Georgian wine export was negligible relative to the previous year in the same period as
producers managed to direct their produce to other markets. Although the YoY growth rate of the wine
export to Russia is also in the negative growth territory amounting to -3%, an increase is expected by
the end of 2022.

Throughout the years red wine exports from Georgia have significantly outpaced white wine exports.
2021 was not an exception and red wine amounted to 75% of the export. Although the primary strategic
markets' tastes are diverse, the red semi-sweet remains the favorite wine variety for international
consumers.

Georgian wine production posted a noticeable increase in 2021 due to the fruitful harvest of 2020
and possible stocks of natural wine*. Grape harvest posted a significant decline in 2021 owing to the
heavy hailstorm in the Kakheti region, therefore low wine production is expected. Rkatsiteli and
Saperavi remained the dominant grape varieties on the market.

Domestic wine consumption decreased throughout the years and reached the lowest point in 2021,
with 24 MLN liters. The wine remains the most popular alcoholic beverage among Georgian
households, with an 87% share in total domestic alcohol consumption in 2021. The consumption of
own-produced wine represents 99% of the Georgian wine consumption per household.

The increase of price of Georgian wine is lower than the general inflation in the country. However, the
average retail price of bottled wine increased significantly in 2021 relative to 2020. The positive YoY
growth trend continues in 2022 1H on the back of rising production and marketing costs.

Note: in international trade(export, import) of wine is always considered still wine <2L, excl. sparkling wine.
Production of wine in Georgia includes only formal production, excl. sparkling wine.
*Natural Wine - unadulterated fermented grape juice with no additives in the winemaking process.




GEORGIAN WINE
INDUSTRY IN BRIEF

The turnover of Georgian wine producers skyrocketed in 2021, with 76% of the export share. The
number of active registered businesses in the wine industry has an increasing trend reaching the
highest point in 2021. Profitability metrics show that profitability has been slowly declining since
2017, with the worst performance recorded in 2020 due to the pandemic-related difficulties, such as
growing administrative expenses, higher borrowing with increased financial costs, and larger expo-
sure to foreign exchange risk. The reduction in profitability is the most evident in the Net Profit
Margin, which turned negative as many of the wine producers reported period losses. The 2021
figures indicate that profitability has significantly improved since 2020, with a Gross Margin of 41%,
EBITDA Margin of 26%, and Net Profit Margin as high as 22%.

The Georgian wine sector is highly vulnerable to global political and economic factors considering
the large share of exports in Georgian wine turnover. The rest of 2022 is expected to be turbulently
driven by the war in Ukraine and the energy crisis. We forecast that Georgian wine will be sold in
negligent volume to Ukraine by the end of 2022, demand in the Russian market and slow diversifica-
tion to other markets should partially compensate for this loss for the Georgian wine market. We
expect that by the end of 2022, the Georgian wine export will decrease, followed by a slow increase
in 2023 and a 9% growth in the following years.
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Production and Consumption

In 2021 wine production decreased in several top
export countries of the EU and increased in ltaly,
Australia, Chile, and etc. Ultimately, the global
wine production slightly decreased relative to
the previous year, amounting to 260 MLN hecto-
liters, in 2021.

In 2021, production of wine in ltaly, France, and
Spain together amounted to 123 MLN hectoliters
resulting in 47% of the whole world's wine
production. Among the top 3 wine-producing
countries, only Italy posted high growth, while,
due to the unfavorable weather conditions, Spain
and France recorded negative results.

20 countries produced 92% of the total global
wine output in 2021. Georgia took 20th place
among these countries. In 2021, the production of
wine, including sparkling wine, in Georgia posted
16% growth relative to the previous year and
amounted to 1.8 MLN hectoliters.

In 2021, after uplifting COVID-19 pandemic
restrictions, reopening of the HORECA sector,
and slow recovery of tourism, the global wine
consumption posted positive growth and
reached to 236 MLN hectoliters.

The USA maintained its status of a top wine
consuming country. Among the world regions,
EU was a leader with 114 MLN hectoliters of wine
consumption and a 48% share in global wine
consumption.

Georgia, with a small size of population and
developing economy, traditionally, has been
consuming much less wine compared to the top
wine-consuming countries. Loosening of COV-
ID-19 restrictions and recovery of tourism bene-
fited domestic wine consumption and resulted in
17% growth in 2021 relative to 2020, according to
OIV methodology™.

Main Wine Producing Countries, 2018 - 2021 (MLN, HL)
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Source: OlIV, Geostat, TBC Capital.

* Georgian Wine consumption is calculated based on OIV Methodology. OIV: “Apparent wine consumption is a proxy measure
for consumption defined as production plus imports minus exports adjusting for changes in inventories”.

HL- Hectoliters.
Data labels on the figures 01and 02 indicate the values reached in 2021.
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International Trade: Export

The wine sector has proven to be less vulnerable
to the current crisis. The restrictions imposed
due to the pandemic devastated many industries
globally and only marginally affected worldwide
wine export in 2020. Ecommerce, new packaging
solutions, and relatively stable domestic
consumption in major wine-consuming coun-
tries contributed to the industry’s resilience.

The lifting of COVID-19 restrictions in 2021, of
course, had a positive impact on the global wine
export value and volume. In terms of volume, the
world wine export amounted to 56.6 MLN hecto-
liters with a +3% YoY growth. The global wine
exports reached a record high value of USD 27.5
BN, resulting in a 10% and 15% rise compared to
2019 and 2020, respectively.

France remained the market leader, with a wine
export value of USD 8 BN, followed by Italy and
Spain. These three countries amounted to 58%
of global wine exports. All the top 10 wine export
countries have significant rises in export value,
except Australia posting a 26% reduction relative
to the previous year. The decline is a result of
high deposit tariffs on Australian bottled wine
imported to mainland China, one of the top wine
destinations for the country.

Georgian wine export continued to increase and
remained among the top 20 wine exporter
countries.

Global Wine Export and Import Trend (BN, USD)
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International Trade: Import

The USA, the UK, and Germany were the top 3
wine-importing countries in terms of value in
2021. Together, they imported USD 10.3 BN worth
of wine, which accounted for 40% of the world's
total.

In 2021, the share of Georgian wine exports is
negligible in top wine importer countries. In 2021,
Georgian wine export amounted to a 0.1% share
of the US wine imports. The only large market,
where Georgia has significant share in total
imports is Russia. According to 2020 data, Geor-
gian wine in the Russian wine import market
possessed a 19% share, coming second after Italy
(24%).

Although Germany and the USA were among the
top 10 wine export countries, their wine imports
significantly exceeded their exports. The USA
had the highest trade deficit in 2021, amounting
to USD 3.8 BN, followed by the UK, Canada, and
Germany.

France, ltaly, and Spain had the highest trade
surplus. They, like Georgia, are traditional
wine-producing countries that import extremely
few wines relative to the value of their exports.

Figure 05. Top Wine Importer Countries in 2017-2021 (BN, USD)*
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Figure 06. Countries with the Highest
Trade Surplus in 2019-2021 (BN, USD)
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Figure 07. Countries with the Highest
Trade Deficit in 2019-2021 (BN, USD)
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* Import of wine = import of still wine < 2L, excluding sparkling wine; Latest data available for Russian wine import was 2020.
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Demand: International Trade

In 2021, 20 countries were responsible for 96% of
the total world wine export. Georgia stood 14th
with an export value of USD 234 MLN, up one
spot from the previous year and returning to the
position it had in 2019.

Wine export plays a significant role in Georgian
international trade. In 2021, wine made from fresh
grapes had the fourth-largest share - 6% - in total
Georgia's exports.

COVID-19 outburst in 2020 resulted in 6%
decrease of Georgian wine exports relative to
2019. The total Georgian wine export in 2021
improved significantly compared to previous
years, reaching an all-time high.

Russia remained the dominant buyer of Georgian
wine in 2021.

Its share in Georgian wine export reached the
lowest point since the resumed export to Russia.

In 2021, Ukraine (10%), Eastern EU (10%), CIS
countries (10%), and China (7%) followed Russia
with significant shares in Georgian wine export.
The leading export destination countries for
Georgia in 2021, in Eastern Europe, were: Poland
(61%), and Baltic countries (38%).

The main Georgian wine importing countries of
Western Europe were: Germany (59%), Sweden
(11%), and France (8%). Among the CIS countries
Belarus (48%), Kazakhstan (42%), and Moldova
(3%) were the leaders.

Top Countries Exporting Wine in 2021 - Export Value (MLN, USD)
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Note: Countries except Georgia are as of FY 2021. France, Italy and Spain are off axis limits, with export values totaling USD 8.0 BN, USD 5.8 BN, and USD 2.2 BN, respectively.

Wine Export from Georgia by Countries (MLN, USD)
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Demand: International Trade

Since the embargo, steps were taken to raise
awareness of Georgian wine in the strategic
markets: Poland, China, the Baltic countries, the
US, the UK, Germany, and Japan®. Entry in the
target markets required higher-quality products.
Therefore Georgian wine producers started to
concentrate on the quality of grapes and the
wine production process.

In 2021, according to Georgian Wine Agency
(GWA), the quality monitoring of Georgian wines
improved. Despite the pandemic, export to
strategic markets grew by 20% relative to 2019.

The total export to the target markets reached an
all-time high, USD 49 MLN, in 2021. Traditionally,
Poland, China, and the Baltic countries were the
leaders among the strategic countries.

In 2021, the UK and the USA significantly
improved their positions in total Georgian wine
exports to target markets with 10% and 4%
shares, respectively. The UK posted the highest
YoY growth rate among the target markets,
amounting to 50%, followed by China and Poland
with 23% each.

Figure 10. Georgian Wine Export to Target Markets (MLN, USD)
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Figure 11. YoY Growth of Georgian Wine Export to Target Markets, 2019-2021
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Demand: International Trade

Since March 2022, when the crisis between
Russia and Ukraine began, the Georgian wine
sector found itself in a stupor.

The Georgian wine industry had positive cumula-
tive growth in the first 2 months of 2022 com-
pared to the previous year, but since the war
began, the trend reversed and shifted to the
negative growth territory. Georgian exporting
companies had no resolution for the emergency
in March and were waiting for a clearer picture.

In June 2022, the YoY growth rate fell back into
negative territory after the positive result in May
of the same year. However, in numbers, it reached
the highest point relative to all previous months
in 2022, with a lower share of the Russian market.

The cumulative growth rate in total Georgian
wine export posted marginal decline in 2022 1 H
VS 2021 in the same period.

Although the YoY growth rate of the wine export
to Russia is also in the negative growth territory
amounting to -3%, an increase is expected by the
end of 2022. Ukraine had a significant drop in
Georgian wine export due to the war. The growth
of the first half of 2022 without Ukraine increased
relative to the same period of 2021 (+3%).

The USA, Western EU, and Eastern EU all enjoy
high cumulative growth rates relative to the
previous year. This might be the outcome of the
Georgian winemakers’ efforts to diversify their
target market portfolio and reduce dependency
on Russian market. However, Russia remained
the largest chunk in the top 5 export destination
countries for Georgia, followed by Poland and
China.

Figure 12. Precise Picture of Georgian Wine Export in 2022 (MLN, USD)
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Demand: International Trade

Over the years, red wine exports have significant-
ly outpaced white wine exports, accounting for
75% of total exports in 2021. The majority of the
wine is red semi-sweet (48%), followed by red dry
(19%) and red semi-dry (7%). The semi-sweet
wine type is a leader among the white wines,
amounting to 13%.

Alaznis Veli (Red), Kindzmarauli, and Saperavi
continue to dominate red wine exports, amount-
ing to 60% of total wine export in 2021. The high
proportion of red semi-sweet wines in Georgian
wine export is due to consumer preferences in
the CIS and Eastern EU countries, which are the
primary buyers of Georgian wine.

Wine export differs by destination markets. In
2021, red dry wines accounted for 51% of the

Figure 15. Georgian Wine Export by Wine
Species (Liters)
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value in China, while white dry wines represented
43% of the value in the Western EU. As for CIS,
Ukraine, and Kazakhstan, the major part of the
wine export is the red semi-sweet type of wine
(44%, 40%, and 32%, respectively). Also, this type
of wine accounted for more than half of Georgian
wine export to Russia and the eastern EU.

The primary strategic markets' tastes are diverse.
Almost one-third of the Georgian wine exported
to the USA is white dry type, with red semi-sweet
and red dry as a runner-up. Polish customers
prefer Georgian red semi-sweet followed by the
red dry and the white-dry wines.

Figure 16. Georgian Wine Exports by
Wine Varieties (Liters)
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Figure 17. Georgian Wine Exports in Top Export Markets by Type of Wine, 2021 (Liters)
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Wine Supply in Georgia

Georgian wine production started to increase
after Russia lifted the embargo in 2013. However,
the economic crisis began in Russia in 2014, and
Georgian wine production fell again in 2015.
Georgian wine industry intensified focus on
diversification to alternate markets to hedge the
risks arising from dependency on Russia. The
new target markets required higher quality wine.
The Georgian wine companies started to
purchase vineyards to control the wine quality
from the beginning of production by choosing
themselves crops, soil, fertilizers, etc. GoG and
GWA also participated in wine quality control to
help winemakers satisfy the global wine market
demand. In 2021, according to the GWA, the total
registered vineyard surface area amounted to
40K ha in Kakheti and Racha regions.

Since 2016 Georgian wine production had an
upward trend reaching the highest volume in
2019, amounting to 14 MLN decaliters.

In 2020 the Georgian wine production decreased
by 16% relative to the previous year in terms of
monetary value. The reason is partially attributa-
ble to the Covid-19 pandemic. Georgian wine
producers were uncertain about future export
possibilities, and logistics slowed down. These
might have led Georgian wine producers to save
the natural wine* and use the stock in better
times. Domestic wine consumption was not an
option owing to the lockdowns.

Even though the pandemic continued with
partial restrictions in 2021, wine production in
monetary value increased by 24% and reached
the highest value, on the back of a significantly
fruitful harvest in 2020 and stocks of natural wine
from 2020.

Figure 18. Wine Produced in Georgia (Formal Production) - Value (MLN, GEL)
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*Natural Wine - unadulterated fermented grape juice with no additives in the winemaking process.
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Wine Supply in Georgia

Since 2016, the total harvest of grapes had an
upward trend and reached its highest level in
2020. However, the trend reversed and declined
in 2021. The reason is partially linked to the heavy
hailstorm in the Kakheti region at the end of the
2021 summer (GWA).

Traditionally in Georgia, white grapes occupied a
significant part of the production. In 2021, the
share of red grapes increased to 32% of the total
harvest, while the red grape harvest decreased
by 8% relative to the previous year.

Nearly three-quarters of the grape was harvested
in Kakheti, the region of wineries and vineyards in
Georgia, followed by Imereti with 11% and Shida
Kartli - 7%. Qvemo Kartli, Mtskheta-Mtianeti,
Racha-Lechkhumi, and Qvemo Svaneti have
scarce vineyard areas and a small share of the
harvest, 2% each. Racha-Lechkhumi and Qvemo
Svaneti are famous for rare grape variates and
high concentrations of PDO* wines.

Figure 20. Grapes Total Harvest by Type of Grapes (000’, TONS)
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Figure 21. Grapes Total Harvest Share by Regions, 2021
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Wine Supply in Georgia

The total amount of processed grapes
decreased in 2021. Rkatsiteli, the Georgian white
grape, traditionally possessed a significant share
of the processed grapes. However, the percent-
age of this type of processed grapes decreased
by 3 pp, relative to the previous year. The reason
behind the drop could be the increased demand
for the red type of wine. Saperavi improved its
share by 5pp compared to 2020.

The share of other grapes (including Kakhuri
Mtsvane, Alexandrouli Mujuretuli) varieties
reduced by 3 pp relative to the previous year.

The unusually large share of Kakhuri Mtsvane in
total processed grapes in 2017 can be partially
explained by the increased demand from the
wine companies for this grape variety.

By the Georgian government's decision, a subsi-
dy program was supporting the 2021 viticulture,
and Rkatsiteli and Kakhuri Mtsvane grape varie-
ties were subsidized in the Kakheti region and
Alexandroul-Mujuretuli grapes in the Racha
region.

Figure 22. Processed Grapes by Species (000’, TONS)
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Tourism: a Major Driver

Domestic consumption of wine generated 24%
of the total revenue of the Georgian wine indus-
try in 2021. Tourism is the significant driver of
local wine consumption in Georgia, and the
pandemic gave a clear picture of this relation-
ship. In 2020 domestic consumption declined by
43% YoY in USD terms and accounted for a 19%
share of total turnover. The improved results of
the tourism industry in 2021 led domestic wine
consumption to recover to 87% of its 2019 level.

Figure 24. Change of Domestic Wine
Consumption and International Travel
Receipts, compared to 2019
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In 2021, domestic wine consumption and
expenditure increased due to the lifting of
pandemic restrictions. In 2022, we expect growth
in domestic wine consumption due to the high
recovery level of revenues generated by interna-
tional visitors and the migration from Ukraine,
Russia, and Belarus.

Figure 25. Georgia-based Wine Producers
Local Turnover, Share in Total Wine Turnover
(MLN, GEL)
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Figure 26. Average Household Expenditure per Month, Alcoholic Beverages (GEL)
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Tourism: a Major Driver

Tasting Georgian cuisine and wine is one of the
most popular activities among international
travelers. Their expenditure on served foods and
beverages had a positive trend through the years.
Despite the COVID-19 pandemic, the first quar-
ter of 2022 saw an 85% growth in travelers’
expenditure on foods and drinks relative to the
same period in 2019. Inflation is one of the factors
that explain this growth. Another significant
impact may be stemming from the increase in
the visit duration. According to the GNTA study,
the average duration of the stay rose from 3.9
days to 6.5 days in the first quarter of 2022 com-
pared to 2019.

In the first half of 2022 the number of internation-
al visitors to Georgia recovered to 45% of its 2019
level. The travel receipts posted 78% recovery in
1H of 2022 VS 2019. TBC Capital expects interna-
tional visitor trips to recover by 58% and travel
receipts - by 105% by the end of 2022. We expect
these developments to positively affect domes-
tic wine consumption.

Figure 27. Expenditures by International Visitors on Served Foods and Drinks (MLN, GEL)

10 000

8000

419 419
6.5

6000

4000

2000

2015 2016 2017
I Scrved Food and Drinks

I Others

20221

20201

2018 2019
==0==Average Length of Stay (Nights)

Figure 28. Expenditures by International Visitors on Served Foods and Drinks (MLN, GEL)
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Source: GNTA.

Note: GNTA : “In order to avoid the risks associated with the spread of the new coronavirus (COVID-19) in Georgia, the fieldwork for the Geostat's inbound Tourism
Survey was temporarily suspended. Consequently, data between Il Quarter of 2020 and IV Quarter of 2021 is not available.”

GEORGIAN WINE INDUSTRY OVERVIEW [12 AUGUST 2022 19 -



Household Consumption

The Georgian alcohol consumption reached the
lowest point in 2021. The annual domestic alco-
hol consumption posted a 40% reduction
relative to 2011.

The wine remains the most popular alcoholic
beverage among Georgian households, with an
87% share in total domestic alcohol consump-
tion in 2021. The consumption of own-produced
wine represents 99% of the Georgian wine
consumption per household.

In 2021, the share of Georgian households who
consume wine among the total Georgian families

decreased by 13% and 6% relative to 2019 and
2020, respectively, and amounted to 11% of the
Georgian households' alcohol consumption.

In 2021, the share of households who consume
wine decreased by 5 pp relative to 2011. In gener-
al, the share of households that consume alcohol
has been decreasing since 2004. This may
partially be attributable to the change in the
lifestyle toward future health, fitness, and etc.

Figure 29. Annual Georgian Household Consumption of Alcohol Beverages, Total
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Figure 30. Share of Domestic Households Who Consume Alcohol Beverages in Total
Households
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Source: Geostat, TBC Capital.
*Households who consume one type of alcohol may also consume another type of it.
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Wine Prices: Export Markets

The average wine export price of Georgian wine
had an increasing trend since 2017 through 2019.
The pandemic, as well as, focus on less expen-
sive markets drove average price down in 2020
and 2021. Russia and Ukraine dominate Georgia’s
export portfolio, with 66% share of total exports
in 2021. Since 2020 the average price of Georgian
wine started to decline in these markets pushing
the average export price to decline.

Georgian wine has the highest price in Japan, the
USA, and Germany.

In 2021, the export prices for wine posted positive
YoY growth in each selected country, except

Australia and GeorgiaThe reason behind the
Georgian export price drop may partially be the
increased volume of wine transported to the
cheap export destination countries.

The category of wine with less than 2 liters mainly
refers to bottled wine with high prices. There-
fore, the Georgian average wine export price for
a bottle was lower than in selected countries, but
it exceeded the average wine price of Spanish
wine.

Figure 31. Average Import Price of Georgian Wine to Select Countries 2017-2021
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Figure 32. Average Export Price of Wine from Select Countries 2017-2021 (USD/Liter)
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Source: Comtrade, TBC Capital.
Note: price of wine= price of still wine, < 2L, excluding sparkling wine.
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Wine Price: Local Market

The domestic price of Georgian wine is on a
slower growth pace than the general prices over
the years. From June 2011 to June 2022, the
consumer price index (CPI) grew by 60%, while
bottled and non-bottled wine prices increased
by 30% and 38%, respectively.

The price index between bottled and non-bot-
tled wine significantly varies throughout the
years. The price index of non-bottled wine has
risen faster than bottled wine prices during the
last decade.

This may be partially explained by a change in
the structure of the suppliers of the table wine.
More and more companies produce and market
table wine replacing unorganized market and
driving the table wine prices up.

The average retail price of bottled wine
increased significantly in 2021 relative to 2020.
The rising YoY growth trend continues in 2022 1H,
mainly driven by increased production and
marketing costs.

Wine Domestic Price Index in GEL (December 2011=100)
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Grape Prices

Georgian wine producers depend on the interna-
tional wine demand as a significant part of their
sales come from export. It largely determines the
price wine producers will be willing to pay for the
grape. The subsidy program announced annually
by the Government of Georgia also shapes the
demand for the grape. Another factor affecting
the price is the harvest - weather conditions will
largely determine supply, hence the price.

In 2021, the harvest of processed grapes dramati-
cally declined, resulting in a marginal increase in
the average grape price relative to the previous
year.

The Rkatsiteli grapes are significantly cheaper
compared to other species. Rkatsiteli has the
noticeable share in the harvest, driving the over-
all price down. The average price of Saperavi
continued to decrease after the boost in 2018.

Alexandrouli-Mujuretuli grapes enjoy scarce
supply and high prices relative to Rkatsiteli or
Saperavi. The famous PDO wine in Georgia
Khvanchkara is made from Alexandrouli-Mujure-
tuli species and only 1,903 tons (8% of total
harvest) of grapes were harvested in 2021.

Average Harvested Grape Prices by Species (GEL/Kg): 2017-2021
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Financial Performance

The turnover of Georgian wine producers
skyrocketed in 2021, with 76% of the export share.
Turnover posted 14% growth relative to 2019,
mainly provoked by the dramatic depreciation of
GEL/USD. Because Georgian wine export signifi-
cantly increased compared to previous years, a
reduction in local wine turnover should be the
reason for the decline in total wine

revenue.

The number of active registered businesses in
the wine industry has an increasing trend reach-
ing the highest point in 2021 with 781 entities.
However, the number of newly registered busi-
ness entities is decreasing through the years,
with the lowest point in 2021. This may indicate a
market saturation and high competition.

Although the Georgian wine industry used to be
highly fragmented in previous years, currently,
medium-sized companies possess a significant
part of the Georgian wine industry turnover,
amounting to 64%. The share of large companies
significantly decreased relative to previous
years, from 35% to 21%. This can be explained by
the fact that some of the large companies moved
to medium-sized categories due to reduction in
their revenues.

In 2021, the turnover of large companies
decreased by 27%, while medium and small-sized
companies increased by 51% and 50%,
respectively.

Figure 37. Georgia-Based Wine Producers Turnover: Export VS Local (MLN, GEL)
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Figure 38. Distribution of Companies
Turnover by Size (MLN, GEL)
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Figure 39. Number of Active and Newly
Registered Business Entities in Wine
Industry
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Note: according to Geostat, large enterprise: number of employed > 249 persons and/or volume of avg. annual turnover > GEL 60min. Medium: number of employed ranges
from 50-250 persons and avg. annual turnover - GEL 12mIn-GEL 60mIn. Small: number of employed <50 persons and avg. annual turnover < GEL 12mIn.
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Financial Performance

Financial performance analysis for Georgian
wine producers includes companies with a total
turnover of over GEL 600 MLN recorded in 2020
- a 75% of the total market. Profitability metrics
show that profitability has been slowly declining
since 2017, with the worst performance recorded
in 2020 due to the pandemic-related difficulties,
such as growing administrative expenses, higher
borrowing with increased financial costs, and
larger exposure to foreign exchange risk. The
reduction in profitability is most evident in the
Net Profit Margin turning negative as many of the
wine producers reported period losses. Return
on Equity (ROE) displays similar results. The 2021

figures indicate that profitability has significantly
improved since 2020, with a Gross Margin of 41%,
EBITDA Margin of 26%, and Net Profit Margin as
high as 22%.

Leverage metrics showed higher fluctuation in
the analyzed years, with 2020 recording the worst
results in terms of the ability of wine producers to
service their debts. 2021, however, displays
improved figures with EBITDA / Interest Expense
growing from 2.6 in 2020 to 4.8 in 2021 and
Debt-to-EBITDA reducing from 5.3 in 2020 to 2.6
in 2021. Liquidity indicator Current Ratio has
slightly dropped, from 1.5 in 2020 to 1.2 in 2021.

Profitability Metrics for Georgian Wine Producers
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Note: The year 2021 metrics are partially based on the unaudited financial information provided by the Georgian wine producers and can

differ from the final audited numbers publicly available in Fall 2022.
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Market Projections

After a fruitful year in 2021, the Georgian 2022, dema
sector was in turmoil again in March 2022. The diversificati
purchases of Georgian wine from the main compensate
export destination countries, Russia and Ukraine,
were equivocal. The first half of 2022 resulted in Georglan wine
the dramatic decline of the Ukraine market in the ious year.
Georgian wine export. However, the decline i
total exports in the same period i : our forecast, slow but increasing
relative to the previous year, re ould be expected |n 2023,
diversification. '

The Georgian wine sector is highly vul
global political and economic factors, conside
ing the large share of exports in Georgian wine
turnover. The rest of 2022 is expected to be
turbulently driven by the war in Ukraine and the
energy crisis.

We expect that Ukrainian market will remain
mostly unavailable for Georgian wine throughout

Figure 42. Georgian Wine Export Market Forecast, YoY Growth (USD)
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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 shall constitute an offer or invitation to treat to solicit buying or selling or subscribing any
assets and/ or securities and nothing herein shall form the basis of any contract or commitment whatsoever or shall
be considered as a rec- ommendation to take any such actions.

Since distribution of this Publication may be restricted by law in certain jurisdictions, persons into whose possession
this Publi- cation comes are required by TBC Capital to inform themselves about and to observe any and all restric-
tions 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 juris- diction 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
detailed appraisal of the matters discussed herein. Any investment decision should be made at the investor’s sole
discretion and consideration. 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 obliga-
tion 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, sta- tus or affairs of the respective companies or anyone else since that date. Accord-
ingly, this Publication should not be considered as a complete description of the markets, industries and/or compa-
nies referred to herein and no reliance should be placed on it. TBC Capital does not undertake to update this Publi-
cation 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 “for- ward-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, perfor-
mance or achievements expressed or implied by such for- ward-looking statements. Such forward-looking state-
ments 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 perfor- mance of investments represent TBC Capital’s own assessment and interpretation of information
available to it currently from third party sources. 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 inter-
est that could affect the ob- jectivity 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 perfor-
mance 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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