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The GEL appreciation pressures continued
throughout the week, now coupled with the sizable
NBG interventions, in line with our expectations.
Through 1 to 12 August, via FX auctions, the NBG
bought 70 million USD. At the same time, as
disclosed by the NBG, in July the central bank
bought around 110 million USD w/o auctions'. We

at least do not rule out that similar types of
interventions have been taking place also in the
beginning of August and therefore the actual
amount bought is likely exceeding 70 million USD.

As judged earlier, unlike the first intervention in the

recent period, the market sentiments have not

worsened, however, only until the very end of the
week when the GEL lost its value with the
USD/GEL at around 2.77 at the end of Friday
according to Bloomberg. What can we say? Based

on TBC Capital 3 pillar approach, we are still bullish

on the first one, broadly neutral on the second and
now are turning bearish on the third as we project

inflation to cool down already starting from August
which based on our estimates on a monthly basis
should be deflationary even in the seasonally
adjusted terms.

Another important driver of the GEL to consider is
its seasonality. Though also here our approach is
broadly unchanged. In particular, while the net
inflows seasonality supports the GEL seasonality
argument, again, if market participants are aware of
that pattern, which broadly appears to be the case,
going forward we won’t see the well-established
GEL seasonal movements. In fact, we believe, the
Friday reversal, together with the perception that
the GEL probably has strengthened already
somewhat beyond the current sustainable levels
and the NBG will be even more active in buying the
FX, has also at least something to do with the
seasonal depreciation expectations in the 4th
quarter enabling to argue that the seasonality is to
large extent already priced in.

1. NBG’s FX interventions without an auction for July-2022 will be
released later
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Note: NIR level for Jul-2022 is calculated based on the assumed values for FX swap
operations between the NBG and commercial banks and MoF liabilities to the IMF. The
actual data as well as NBG’s FX interventions without an auction for July-2022 will be

released later. FX intervention as of 12 Aug through FX auction in case of august data.
Source: NBG, MoF, TBC Capital

GEL REER ACTUAL AND FITTED REER
(As of 12-Aug-22, increase means GEL appreciation)
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Note: PPI REER data is estimated from January 2013

REER Trend is estimated based on GDP per capita growth differential between
Georgia and its main trading partners using relative trade weights and adjusted for
the share of non-tradable sector

Source: NBG, IMF, WB, TBC Capital

GEL EXCHANGE RATE AND EUR/USD
(As of 12-Aug-22)
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Note: 12 Aug FX according to a end of day Bloomberg data
Source:NBG
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https://tbccapital.ge/static/file/202208014850-weekly-update-from-the-chief-economist_01-08-2022_eng.pdf
https://tbccapital.ge/static/file/202206062305-weekly-update-from-the-chief-economist_06-06-2022_eng.pdf
https://tbccapital.ge/static/file/202206012724-weekly-update-from-the-chief-economist_30-05-2022_eng.pdf
https://tbccapital.ge/static/file/202206153145-macro-insights-13.06.22.pdf
https://tbccapital.ge/static/file/202208083006-thematic-insights-from-the-chief-economist_08-08-2022_eng.pdf
https://tbccapital.ge/static/file/202207125351-weekly-update-from-the-chief-economist_21-02-2022_eng.pdf

As for the TBC Capital model based outlook, the ~ GEL EXCHANGE RATE EXPECTATIONS
estimates point to end of year USD/GEL at around —EUR/GEL  ——USD/GEL  ——EUR/USD
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Data releases to watch this week:

August 15 - External Trade Express Data, July 2022;
August 15 - Remittances, July 2022,

August 15 - Tourism, July 2022,

August 19 - Labour Force Indicators, Il Quarter 2022,
August 19 - Producer Price Index, July 2022;

August 19 - External Trade detailed Statistics, July 2022.
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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
constitutes or forms part of an offer or solicitation or invitation to an offer to buy, sell or subscribe for any assets or
securities and nothing herein shall form the basis of any contract or commitment whatsoever or shall be considered
as a recommendation to take any such actions. Since distribution of this Publication may be restricted by law in
certain jurisdictions, persons into whose possession this Publication comes are required by TBC Capital to inform
themselves about and to observe any and all restrictions 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 jurisdiction where such distri-
bution, 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 investi-
gation and appraisal of the matters discussed herein. Any investment decision should be made at the investor's sole
discretion. 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 obligation to update or
keep information contained in this Publication. Distribution of this Publication, at any time, does not imply that infor-
mation 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, status or affairs of the respective companies or
anyone else since that date. Accordingly, this Publication should not be considered as a complete description of the
markets, industries and/or companies referred to herein and no reliance should be placed on it. TBC Capital does
not undertake to update this Publication 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 “forward-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 forward-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 performance of investments represent TBC Capital’'s own assessment and inter-
pretation of information available to it currently. 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 Publica-
tion. Thus, investors should be aware that TBC Capital may have a potential conflict of interest that could affect the
objectivity 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 performance 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 Publi-
cation 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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