\ TBC CAPITAL —

DECEMBER 2023

Salome Deisadze Andro Tvaliashvili Revaz Maisuradze

Senior Associate, Research Senior Associate, Research Senior Analyst, Research

Irakli Urgebashvili Irina Kvakhadze

Analyst, Research Vice President, Research



Content

= Executive summary (3)

= Transportation and logistics sector
overview (4)
Sector performance (4)
Cargo transportation (5)
Maritime (6)
Railway (10)
Road (13)
Air (17)
Pipelines (20)
= Warehouses (22)
Dry Storage (22)
Cold Storage (25)

A TBC CAPITAL




Executive summary

The volume of transported cargo has shown
an upward trend in recent years. In the first
nine months of 2023, around 22 million tons
of cargo, excluding domestically sourced
and destined cargo, were transported to,
from, and through Georgia, reflecting a 4%
year-on-year increase.

Cargo transit, constituting 57% of total cargo
transportation volumes (excluding local
cargo), serves as a crucial driver of demand
for transportation services in Georgia. Fueled
by recent geopolitical developments, there
has been an increased interest in Georgia as
a transit country, leading to a surge in transit
demand in 2022 (19.1% YoY) from "northern
routes" and accelerated Russia-Turkey trade.
This trend persisted in the first nine months
of 2023, with transited cargo increasing by
4% YoY.

Ports and marine terminals play a vital role in
cargo transportation in Georgia. In the first
nine months of 2023, the total freight volume
transported through Georgia's ports and
terminals amounted to 10.6 min tons,
marking an 8% decrease compared to the
same period in 2022. General cargo
constituted the majority at 44% of the total
cargo in these facilities, followed by liquid
bulk at 32%, and dry bulk at 24%.

During the first nine months of 2023
Georgian Railway (GR) transported a total of
10.3 million tons of cargo, representing a 6%
decrease compared to the same period in
2022. The year 2022 saw notable robustness
with a noteworthy 21.8% YoY increase, driven
by the positive impact of sanctions against
Russia and increased cargo transit through
Russia, boosting demand for GR services.

Continuing the historic tendency, road cargo
remained a major part of the total cargo
transportation in Georgia. The road cargo
transportation,  excluding cargo  with
domestic origin and destination points, saw a
major 19% YoY growth in 2022 and was
responsible for transporting a new record
level of 12.9 min tons of cargo. Regardless a
relatively high base year of 2022, a significant
further growth was observed in transported
road cargo at 14% YoY in 9m 2023.

Air freight is the least preferred means of
cargo transportation in Georgia and the
volume of air freight has been on declining
trend. However, 2023 has been positive for
air cargo transportation sector, as in the nine
months of 2023, 13.5 thousand tons of cargo
were transported via air and posted a 7%
increase compared to the same period of
2022.

Georgia acts as a natural bridge between
Azerbaijan and the European market for its
oil and gas resources. Azerbaijan’s deal to
increase gas exports to EU from 8 bem per
year in 2021 to 20 bcm per year by 2027
brings high economic benefits for Georgia.

The Georgian warehouse business is highly
concentrated with 80% of total warehouses
being in Thilisi.

Demand on warehouses, especially for high
quality facilities, was strong in 2022. The
increasing demand on warehouses drove
occupancy rates on the organized market to
nearly 100% in 2022 and positive trend
persisted in 2023. Sector has responded by
increasing supply - permits granted for
construction of warehouses in Thilisi surged
by 42% YoY in 2022.
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Transportation and logistics sector

overview

Transportation and storage sector output
has been increasing. After the slight decline
in 2020, probably caused by the drop in
passenger transportation, the sector’s output
has increased by 28% and 24% in 2021 and
2022.

In the nine months of 2023, there was a
marginal decrease of -0.4% in the output of
transportation and storage sector, most
probably due to high base in 2022.

The total contribution of transportation and
storage to total output of Georgian economy
has been relatively stable, hovering around
7% of total output.

According to the World Bank Logistics
Performance Index, as of 2023, Georgia ranks
79th in the world with the score of 2.7 out 5,
marking a substantial improvement from its
previous standing at 119th.

The country has shown significant
improvements in various aspects, including
customs (2.6 out of 5), infrastructure (2.3 out
of 5), international shipments (2.7 out of 5),
logistics competence (2.6 out of 5), tracking
and tracing (2.8 out of 5), and timeliness (3.1
out of 5). These improvements indicate a
positive trend in Georgia's logistics
performance, showcasing advancements in
key areas that contribute to its overall global
ranking.

The interest toward Georgia and the “Middle
Corridor” could increase further, attracting
higher volumes of cargo from “northern®
routes. To capitalize on these opportunities,
it will be important to overcome the
challenges in the sector, namely, those
related with customs procedures,
digitalization and traceability. In addition,
there is a lack of qualified human resources
in mainly every level of logistics chain that
also poses a challenge for a sector.

Figure 1. Transportation and storage sector output (BIn. GEL), its share in total output of economy

and YoY change
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Transportation and logistics sector

overview
Cargo transportation

The volume of transported cargo, has
exhibited an upward trend in recent years. In
the first nine months of 2023, approximately
22 min tons of cargo, excluding cargo with
domestic origin and destination points, were
transported to, from, and through Georgia,
reflecting a 4% YoY increase. In the first nine
months of 2023, transit accounted for 57% of
the total cargo traffic in Georgia, with another
35% attributed to imports and only 7% to
exports.

During the same period, the volume of
imported cargo increased by 8%, and
transited cargo increased by 4%.

Meanwhile, exports decreased by 14%,
mainly due to a decline in the export of the
top products: ferro-alloys by 44%, copper
ores by 32%, and fertilizers by 3%.

The main reason is that the Eurasian
Economic Commission imposed an anti-
dumping import duty on ferro silico
manganese from Georgia at the end of 2022.
The duty varies between 21.4% and 24.22%,
depending on the manufacturer.

Figure 2. Transported cargo excluding local transportation (MIn tons)
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Transportation

Maritime

Ports and marine terminals are important
infrastructures for cargo transportation in
Georgia. Currently, there are four main
ports/terminals in Georgia: Port of Poti, Port
of Batumi, Kulevi Oil Terminal and Supsa
Terminal.

In the first nine months of 2023, the
aggregate volume of freight transported
through Georgia's ports and terminals
amounted to 10.6 million tons, representing
an 8% decrease compared to the same
period in 2022. General cargo constituted the
majority at 44% of the total cargo in these
facilities, followed by liquid bulk at 32%, and
dry bulk at 24%.

During this period, the total volume of
general cargo reached 4.6 million tons,
marking a substantial 29.6% increase from
the corresponding period in 2022
Conversely, dry bulk experienced a notable
decline, amounting to 2.6 million tons,
reflecting a 30.7% decrease compared to YM
2022.

Regarding the liquid bulk, in April 2022 BP,
the operator of Baku-Supsa pipeline,
temporary ceased the operation of the
pipeline due to the ongoing war in Ukraine.
As a result, oil throughput in Georgian ports
and terminals, which had been stable in 2020
and 2021, declined by 334% YoY in 2022.
This downward trend persisted into 2023: in
O9M of 2023, the liquid bulk in ports and
terminals of Georgia amounted 3.4 min tons,
which was 20.9% lower than the same period
of 2022.

The majority of liquid bulk, comprising 75%
of the total, is processed at Kulevi and Supsa
terminals. Both terminals are dedicated to
transporting Azerbaijani and Central Asian oil
products to western markets.

Figure 3. Volume of carried freight in ports and terminals of Georgia by type (MIn tons) and YoY

growth

“

15

10

2020 2021 2022

M Liquidbulk  m General cargo

Source: Geostat

9M 2022

9M 2023

W Dry bulk  © Total, YoY change

OVERVIEW OF TRANSPORTATION AND LOGISTICS SECTOR IN GEORGIA | DECEMBER 2023



Transportation

Maritime

In the first nine months of 2023, the number of
containers in Georgian ports and terminals
amounted 5477 ths TEUs, indicating a

significant 65% increase compared to the same
period in 2022.

Furthermore, the container throughput in
Georgian ports and terminals has already
surpassed the total for 2022 by 15%. The main
reason is decreased tariffs on containers. The
current state, at which the World Container
Index has returned to the pre-pandemic 2019

level is a positive driver for increased
container.

Poti port is the largest operating port in
Georgia, responsible for over 75% of Georgia’s
annual container traffic.

The utilization of ports and terminals in Georgia
has improved. In Poti, the total annual capacity
is calculated to be 13 million tons and 650,000
TEUs, resulting in utilization rates of 86%
overall and 55% specifically in the container
segment. This suggests that Poti is operating at
or near its full capacity. In Batumi, the overall
annual capacity is estimated to be 20 million
tons and 200,000 TEUs, with utilization rates of
22% overall and 54% in the container segment.

Figure 4. Number of containers in Georgian ports and terminals (‘000 TEUs) and YoY growth (%)
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Transportation

Maritime

Similar to the number of containers, the total
number of ships in Georgian ports and
terminals has increased in the first nine
months of 2023, reaching 1,214, indicating a
2% increase from the same period in 2022.

The largest share of the vessels was general
cargo ships (34.8%), followed by liquid bulk at
28.8% and containers at 27.6%. The number
of container ships increased by 59%,
reflecting the rising trend in the number of
containers in Georgian ports and terminals.

The most number of ships entered in
Georgian ports and terminals were
registered in Turkey (17%), followed by
Liberia (15.2%) and Panama (15.0%).

Figure 6. Number of ships entered in Georgian ports and terminals by type and YoY change (%)
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Figure 7. Number of ships entered in Georgian ports and terminals by country of registration
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Transportation

Maritime

As for the trade statistics via sea transport,
exports amounted 742 ths tons, a -22.9% YoY
decrease in 9M 2023. This decline was
attributed to substantial decreases in the
exports of all top products by maritime
transport: waters, not containing added
sugar (-60%), waters, containing added sugar
(-52%), farro-alloys (-43%), copper ores (-
35%), wine (-32%) and precious metal ores (-
18%). However, a notable increase was
observed in the export of spirituous
beverages, which surged by 35%.

The volume of imported products by
maritime transport amounted to 1266 ths
tons in 9M 2023, reflecting a 15% YoY
decrease. During the same period, the
import of petroleum halved from 2022,
marking a 53% YoY decrease. Significant
decreases were observed in the imports of
manganese ores (-35%) and other slag and
ash (-24%). Meanwhile, the import of flat-
rolled products of non-alloy steel increased
by 65%, followed by unglazed ceramic flags
and paving (23%) and quartz (23%).

Figure 8. Top export products by maritime transport (‘000 tons) and YoY growth (%)
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Figure 9. Top import products by maritime transport (‘000 tons) and YoY growth (%)
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The corresponding export in 2022 was non-existent.
Source: Geostat
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Transportation

Railway

The primary railway operator in Georgia is
Georgian Railway JSC (GR), responsible for
transporting containers, dry, and liquid
cargoes. The operational network managed
by GR spans 1,411 km and includes 296 km of
double-track lines, 92 freight stations, 42
railroad tunnels, and 1,349 railroad bridges.

In the first nine months of 2023, a total of 10.3
min tons of cargo were transported by GR,
representing a slight 6% decrease compared
to the same period in 2022. The year 2022
was particularly robust, marked by a
noteworthy 21.8% YoY increase. This growth
was propelled by the positive impact of
sanctions against Russia and increased cargo
transit through Russia, boosting demand for
GR services in 2022.

During January-September 2023, the dry
cargo (82% of total cargo transported by GR)
transported by GR amounted to 8.5 min tons,
marking 12% YoY decrease. Meanwhile,
liquid cargo amounted to 1.8 min tons,
reflected a 50% increase from the same
period of 2022.

The estimated maximum capacity of the
Georgian railway network stands at around
27 million tons annually, and this figure is
expected to increase to 48 min tons upon
the completion of modernization project in
upcoming years.

In terms of cargo volumes, the railroad
utilization factor was approximately 55% in
2022, marking the highest level since 2015.

However, this trend did not persist. In the first
nine months of 2023, the utilization factor
was 38%, 2 pp lower than the same indicator
in the same period of 2022.

The current condition of rolling stock is a
major constraining factor for attracting
higher volumes of cargo. The ongoing war
exacerbated the situation further as the
maintenance and repair of rolling stock were
previously held in Russia, Belarus and
Ukraine. The maximum rolling stock capacity
of GRis about 16 min tons.

Figure 10. Railway cargo (MIn tons) and YoY growth, railway line utilization levels
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Transportation

Railway

The majority of total cargo volumes
transported by GR are designated for transit
purposes. In the first nine months of 2023,
cargo transported for transit accounted for
57% of the overall cargo transported by the
railway company.

In the first nine months of 2023, a total of 5.9
min tons of cargo were for transit purposes,
representing a 9% decrease compared to the
same period in 2022. The year 2022 was
particularly robust, marked by a 30% YoY
increase, benefiting from cargo rerouting
from the northern transport corridors. During
January-September 2023, import increased
by 5%.

Meanwhile, cargo transported for domestic
consumption and for export remained
almost unchanged from 2022.

During the same period, the number of
containers transported by GR was 55.8 ths
TEUs, reflecting a 9% YoY increase. The
major factor contributing to the growth in
TEU throughput was the movement of transit
cargo along the "Middle Corridor." The vast
majority of the cargo consists of bulk cargo,
indicating a low level of containerization on
this railway route, which poses challenges in
cargo handling at Caspian and Black Sea
ports.

Figure 11. Railway cargo by direction (‘000 tons) and YoY growth (%)
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Figure 12. Number of containers (‘000 TEU), YoY growth and the share in total cargo volumes
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Transportation

Railway

In the first nine months of 2022, among the
products transported by railway, oil products
accounted for the largest share (36%),
followed by ores (13%), and chemicals (11%).
Significant decreases were observed in the
transportation of agricultural  products,
experiencing a 20.5% YoY decline compared
to the nine months of 2022, followed by
chemicals with a 20.0% decrease. Meanwhile,
the volume of transported oil products
increased by 11.9% during the same period.

In the first nine months of 2023, the railway
cargo shares by country of origin in Georgia
exhibited a diverse distribution. Azerbaijan
claimed the largest share at 20%, closely
followed by Georgia itself and Kazakhstan,
each  contributing 17%. Russia and
Turkmenistan followed with 13% and 12%,
respectively. Brazil, although constituting a
smaller share, made a notable contribution
with 5%.

Figure 13. Railway cargo by product (mln tons) and YoY growth (%)
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Figure 14. Railway cargo by country of origin (M 2023)
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Transportation
Road

Continuing the historic tendency, road cargo
remained a major part of the total cargo
transportation in Georgia.

The road cargo transportation, excluding
cargo with domestic origin and destination
points, saw a major 19% YoY growth in 2022
and was responsible for transporting a new
record level of 12.9 mIn tons of cargo.

As for the current year, regardless a relatively
high base year of 2022, a significant further
growth was observed in transported road
cargo at 14% YoY in 9m 2023.

In 9M 2023, the largest increase was
observed in transit road cargo at 18% YoY
and amounted to 6.7 min tons.

A noticeable increase was also observed in
import road cargo at 10% YoY, however
export road cargo experienced a minor, 5%
YoY decrease in 9M 2023.

Figure 15. Road cargo by direction (MIn tons) and YoY growth (%)
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Transportation
Road

Total exports via motor transport reached
686.9 ths tons in the first nine months of
2023, indicating a 4.6% decrease compared
to the same period the previous year.

The most exported commodity using motor
transport was products like waters with
added sugar, amounting to 917 ths tons
during the same nine-month period in 2023,
showing a significant annual growth of 28%.

In the nine months of 2023, the total imports
via motor transport reached 3,210 ths tons,
marking a 10% annual increase. Cement, the
most imported commodity by weight,
accounted for 468.2 thousand tons, showing
a 19% increase in the same period. Among
the top 10 imported products based on
weight, only wheat/meslin flour experienced
a 9% decrease during the period as
Government of Georgia imposed temporary
import duty on flour to support local

producers in June 2023.

Figure 16. Top export products by road transport (‘000 tons) in §M2023 and annual change (%)
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Figure 17. Top import products by road transport (‘000 tons) in 9M2023 and annual change (%)
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Transportation
Road

In the first nine months of 2023, the Sarpi
border registered the largest number of
trucks  crossing  Georgian borders,
accounting for 167,586 entries annually, a 3%
up from the same period of 2022. It was
followed by Kazbegi, with 137,950 entries,
and Tsiteli Khidi, which saw 103,417 entries,
marking a 29% and 3% annual increase,

The Sarpi checkpoint recorded the highest
number of trucks exiting Georgia's territory,
totaling 126,299 trucks, indicating a 5%
annual increase in the first three quarters of
2023. During the same period, Tsiteli Khidi
saw 124,588 trucks leaving (a 10% increase),
while 106,732 trucks departed via the Kazbegi
checkpoint.

respectively, during the same period.

Figure 18. Number of trucks by border checkpoint (Entry) in 9M 2023 and annual change (%)
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Figure 19. Number of trucks by border checkpoint (Exit) in M 2023 and annual change (%)
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Transportation
Road

The Georgian automotive fleet responsible
for transporting the cargo remains fairly
outdated with the average age of trucks
exceeding 26 years and the average age of
wagons amounting to c. 22 years as of
September 2022.

In terms of the existing fleet, significant
growths were observed both in case of

Figure 20. Number of wagons by age (September)
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Figure 21. Number of trucks by age (September)
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Transportation
Air

The air freight terminal infrastructure is
comprised of just three terminals, all located
in Thilisi: Thilisi Cargo Service LTD, Lasare
LTD, and Georgian Post LTD. However, in
terms of airports, Georgia has developed
infrastructure with three international airports
evenly spread out across the country (Thilisi,
Kutaisi, and Batumi international airports) and
four domestic airports (Telavi, Natakhtari,
Ambrolauri, and Mestia). Currently only three
airlines offer regular cargo flights to five
destinations, with two being neighboring
Azerbaijan and Turkey.

Since 2019, air cargo transportation has
exhibited a downward trend due to
decreased exports of live animals. In 2019,
the Government of Georgia prohibited the
export of livestock weighing less than 140 kg,
and in 2020, this restriction was extended to
animals weighing less than 200 kg.

In 2022, 179 ths tons of freight were
transported via air transport, a 2% reduction
compared to 2021. The direct impact of the
war on air cargo freight in Georgia was
minimal, as air transport is not used in trade
with Russia, and air freight routes do not
cross Russian airspace. However, companies
in the sector faced challenges with doubled
fuel prices and significantly increased
insurance costs. On a positive note, traffic
rebounded to pre-pandemic levels due to
increased demand, attributed to lower
competition from Russian and Ukrainian
cargo airlines.

2023 has been positive for air cargo
transportation sector, as in the nine months
of 2023, 135 thousand tons of cargo were
transported via air and posted a 7% increase
compared to the same period of 2022. This is
mainly due to the increased transit to
Armenia.

Figure 22. Freight and mail volume via air transport (‘000 tons) and annual change (%)
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Transportation
Air

Sheep and goat meat remains the leading
export product transported by air, totaling
157.6 tons. However, this amount saw a 31%
annual decline in the nine months of 2023.
Live sheep and goat exports facilitated by air
transport recovered and amounted to 72.2

Medicaments are present on both the
imported and exported goods’ lists. Exports
of medicaments via air transport increased
by 31% annually and amounted 73.8 tons,
whereas imports decreased by 10% down to
380.7 tons in the nine months of 2023.

tons.

In the same period, the top product imported

by air transport in terms of volume was

spacecraft and spacecraft launch vehicles,

increased almost 7 times compared to the

same period in 2022.

Figure 23. Top export products by air transport and annual change (%), ?M2023

Meat of sheep or goats | -31%
Medicaments [ 3'%
Live sheep and goats [N
Medical instruments [N -19%
Other fresh fruits [N 18%
Beauty or make-up preparation [N 3%
Electric motors and generators | *
Waste and scrap of precious metals [N -52%
Other furniture and parts thereof | 37%
Perfumes and toilet waters | -24%

0 20 40 60 80 100 120 140 160 180

Figure 24. Top import products by air transport (tons) and annual change (%), YM2023
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Transportation
Air

In the nine months of 2023, a total of 1,200
tons of cargo departed from Georgia. Saudi
Arabia, UAE, and Qatar are the top-3
destinations, with the shares of 14%, 11%, and
10%, respectively.

In case of imports, the top countries for air
cargo traffic are UAE, China, and Spain, with
respective shares of 23%, 21%, and 6%.

Figure 25. Air cargo traffic (tons) by country, 9M 2023
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In 2022, 1.6 thousand cargo flights were
completed. However, in the nine months of
2023, only 0.8 thousand cargo flights were
completed, which is 33% less compared to
the same period of 2022. This decline is
primarily attributed to the redistribution of
cargo from dedicated cargo flights to
passenger flights.
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Transportation
Pipelines

Georgia acts as a natural bridge between
Azerbaijan and the European market for its oil
and gas resources. Four international
pipelines can be identified in Georgia: the
Western Route Export Pipeline (WREP), the
Baku-Thilisi-Ceyhan (BTC) pipeline, the
South Caucasus Pipeline (SCP), and the
North-South Main Gas Pipeline (NSMP). The
Georgian Oil and Gas Corporation (GOGC),
the UK-based oil and gas conglomerate BP
and the state-owned SOCAR are the major
players in the Georgian pipeline sector.

Fully operational from 1999, the WREP was
the first international pipeline in Georgia. The
WREP is 830 km in length, half of which is
located in Georgian territory. The pipeline
delivers crude oil from the Chirag field in the
Caspian Sea to the Supsa Terminal on the
Black Sea coastline, where it can be loaded
onto tankers for the Western market. The
throughput of the WREP is 150,000 barrels of
oil a day.

As mentioned above, in April 2022 BP (the
operator of WREP pipeline) halted the
operation of the pipeline due to unavailability
of the potential tankers in the Black Sea due
to Russian full-scale invasion of Ukraine.

In February 2023, WREP renewed operation
after the closure of Ceyhan terminal in
Turkey due to earthquake, and transported
0.1 million tons of oil. Since then, the pipeline
has been closed again as the volumes are
diverted to the BTC pipeline, through which
tankers are filled in the Mediterranean port of
Ceyhan.

The BTC pipeline started its operation in
2006 and it stretches for 1,768 km through
Azerbaijan, Georgia, and Turkey, from the
Caspian Sea to the coast of the
Mediterranean Sea. The transited crude oil is
mostly originated in Azerbaijani Azeri-
Chirag-Gunashli (ACG) field, but the BTC
pipeline also transports oil originating from
fields of Turkmenistan and Kazakhstan.
Around 14% of the pipeline (249km) runs
through Georgia. Georgia also houses two of
the pipeline’s eight pump stations. In 2009,
BP undertook work to increase the maximum
annual capacity to 440 mlIn barrels (58 miIn
tons), in line with increased production from
the ACG field in Azerbaijan.

In 9M 2023, the total volume of oil
transported by the BTC amounted to 22.6
million tons, a 4% increase from 2022.

Figure 27. Oil volumes (mln tons) transported by pipelines and utilization rates

mmm BTC mmm WREP ——BTC utilization —@—WREP utilization

7% 88% 88%
— ——

*— — i\

54% 48% 46%

2019 2020 2021

Source: GOGC, TBC Capital

51% 52%
—é *
—3
*
21% 3%

LLLL 1

2022 9M 2023

OVERVIEW OF TRANSPORTATION AND LOGISTICS SECTOR IN GEORGIA | DECEMBER 2023



Transportation
Pipelines

The SCP delivers natural gas from the Shah
Deniz field in the Caspian Sea to customers
in Azerbaijan, Georgia, and Turkey. The SCP
is a parallel project to the BTC pipeline and
follows the same route through Azerbaijan
and Georgia, stopping at the Georgia-Turkey
border. The total length of the SCP is 692km,
249km of which runs through Georgia. After
the South Caucasus Pipeline Expansion
Project (SCPX) was completed, the annual
throughput capacity of the pipeline
increased from an annual 74 bcm up to
approximately 24 bcm.

SCP ties into the Trans Anatolian Pipeline
(TANAP) at the Eastern Turkey border and
then connects with the Trans Adriatic
Pipeline (TAP) at the Western Turkey border
through which gas is delivered to several
European countries. Together, these three
pipelines form a Southern Gas Corridor
(SGC).

After the Russian full-scale invasion of
Ukraine, the EU and Azerbaijan struck a deal
to double natural gas supplies up to 20 bcm
a year via SGC by 2027. However, expanding
the hydrocarbon transport capacity from
Caspian to Adriatic would require
investments in  both production and
transportation, as well as long-term gas
purchase contracts for European gas
companies. This deal would bring more
volumes of cheap natural gas to Georgia
since as a host country, Georgia can buy 5%
of the transited volume for a favorable price.

In the first nine months of 2023, 1.8 bcm of
natural gas was transmitted through NSMP,

reflecting a 7.4 decrease from the same
period of 2022.

Figure 28. Natural gas (bn m3) transported by pipelines and YoY growth (%)

mm SCP  mmm NSMP  —@—SCP utilization  —#—NSMP utilization

69% g o
38% b — ¢
vﬁ VY <> ® 22% *
19% 18% 20% 19%

2019 2020 2021

Source: GOGC, TBC Capital

il

2022 9M 2023

OVERVIEW OF TRANSPORTATION AND LOGISTICS SECTOR IN GEORGIA | DECEMBER 2023



Warehouses
Dry storage - Supply

The number of active listings for both rent

and sales saw a significant surge on the previous year. In the same period, in case of
market, starting from February 2023 listings for sale, the figure stood at 71, which

reflecting the increased demand that is nearly 3 times more than in September
followed through 2022. Since then, the 2022.

figures have been stable, staying at an
elevated level.

increase compared to the same period of the

In general, the market for warehouses is
mainly unorganized, comprising of many
players. There is a lack of third-party logistics
(or 3PL) providers who offer full logistic
services to consumers, including inventory
management,  warehousing,  preparing
customs documentation.

It should be mentioned that the data
presented is for Thilisi only, since the listed
warehouse stock is highly concentrated in
the capital, with more than 80% share.

In September 2023, the number of listings for
rent amounted to 443, posting a 161%

Figure 29. Number of active listings in Tbilisi, rent
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Figure 30. Number of listings in Thilisi, sale
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Warehouses

Dry storage - Average prices

The average listed rent price (in USD) of
warehouses saw a increase in 2023. In
September 2023, the average asking rent
price in Thilisi warehouse amounted to $4.2
per SQM, which is 61% higher than the same
indicator in September 2022.

Actual rent prices on organized market of
warehouses is slightly higher from the
patterns in listed rents. Namely, nowadays
the prices (in USD) are 15-20% higher than
listed rents. In addition, rents in organized
markets increased in recent years.
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As for the asking sale prices, it has been
more volatile than rent prices. In September
2023, the average listed sale price amounted
to $399 per SQM, marking a 5% increase
from September 2022.
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Warehouses

Dry storage - Future supply

Demand on warehouses, especially for high
quality facilities, was strong in 2022. High
economic growth and strong internal
demand together, and increased cargo
traffic all positively affected the demand on
warehouses.

Sector has responded by increasing supply.
The permits granted for construction of
warehouses in terms area in Thilisi surged by
42% YoY in 2022. The majority of permits
were issued for large scale warehouses.

In 9M of 2023, this figure decreased by 36%
YoY, mainly due to a high base in 2022. It
should be noted that the data do not take
into account permits issued for construction
in near proximity but outside Thilisi.
However, the upcoming new regulation on
the movement of large vehicles in the city
might lead to moving warehouse facilities to
Thilisi suburbs.

Figure 33. Permits issued for construction of warehouses, Thbilisi
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Figure 34. Number of permits issued for construction of warehouses by size, Thilisi
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Warehouses
Cold Storage - Supply

Based on data from the third quarter of 2023,
there are a total of 278 cold storage facilities
across Georgia, 3% higher compared to the
same period. The majority of these facilities
are located in the Shida Kartli region,
accounting for 59%, followed by Kakheti with
14%, and the capital city, Thilisi, with 9%. For
the remaining regions, the corresponding
shares vary from 1% to 5%.

The total volume (tons) of products stored in
cold storages in Q3 2023 was 83 ths tons,
decreased by 11% YoY.

The volume of products stored in owner
occupied facilities increased by 19%,
contrasting with a 22% decrease in leased
facilities.

The share of volume of products stored in
owner occupied facilities was 36%, 9 pp
higher the same indicator in previous year.
This shift might suggest a preference toward
owning cold storage facilities rather than
renting them.

Figure 35. Distribution of active cold storage facilities by regions, % share
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Figure 36. Products stored in cold storage facilities (‘000 tons)
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Warehouses

Cold Storage - Price and Occupancy

In 2023, the average daily service fee
(GEL/ton) has been increasing. In the first
and second quarter of 2023, the average
daily service fee stood at 2.0 GEL/ton, which
was higher than the 2022 average. In the third
quarter of 2023 the figure reached 2.1 GEL
per ton, which was only 5% higher than in the
same period of 2022.

Due to the seasonal nature of demand for
cold storage facility services, the annual
occupancy ratios for such facilities are low.
In the first quarter of 2023, the occupancy
rate stood at 19.6%, while this indicator
decreased to 18.8% and 17.6% in the second
and third quarters of 2023, respectively.

Figure 37. Average daily service fee (GEL/tons) and YoY growth (%)
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Figure 38. Occupancy level at cold storage facilities, %
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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 whatscever 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 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 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 obligation 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. 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 “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, performance or achievements expressed or implied by such for- ward-
looking statements. Such forward-looking statements 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 interest 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 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 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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