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ACCESSION NEGOTIATIONS ARE ANTICIPATED TO BE OPEN AFTER
THE NEW REPORT ON GEORGIA IS RELEASED IN NOVEMBER 2024

June July March June June November December : *:
2014 2016 2022 2022 2023 2023 2023
AA and DCFTA AA and DCFTA Georgia appliesto The EU council The EU The EU Received Opening Signing the
signed fully enter into the the EU recognizes commission Commission candidate status  negotiations membership
Force membership Georgia’s presented areport Recommended LY
European on progress in 12 granting Georgia
Perspective recommendations the candidate
status with certain
conditions
THE EU AQUIS
Fundamentals Internal Market Competitiveness Green agenda Resources, External relations
and Inclusive and sustainable agriculture
Growth connectivity and cohesion

Source: EU Commission



GEOPOLITICAL TENSIONS HAVE PERSISTED IN THE REGION SINCE
2023, GIVING RISE TO ADDITIONAL CHALLENGES.




THE RED SEA CRISIS COMPLICATES THE C‘ENTRAL BANKS'

The Suez Canal:
12% of global trade
30% of container trade

Shipping time:
+25-30% _E[rn
Container shipping'costs: ﬁ)
2.5-3x higher compared to the beginning of

December 2023
LW« @
Indirect impact: @
Disruptions in non-related trade lines N

J.P. Morgan research estimates for

the first half of 2024 in the world:

Core inflation: + 0.7 pp
Headline inflation: + 0.3 pp

Red Sea Route

Source: JP Morgan, Bloomberg

The Cape Route Around Africa ®




THE RED SEA CRISIS IS ALSO CAUSING DITRUPTIONS IN SUPPLY
CHAINS IN GEOGRIA

¢ ®
50% 9 1100-1500 & .5 =

Shipping time Freight tariffs Cost of Goods Sold

The share of South East Asian countries in the total imports is 15.3%

ﬂ?’i 80% of imports from the region are transported by the sea
N
O

apa  Finding alternative source countries is challenging due to significant differences in both price and product
varieties

\go Poses a challenge for SME in terms of reequipping

= The price transition depends on the duration of the crisis

Source: Geostat, TBC Capital




THE RED SEA CRISIS DOES NOT CREATE A RISK OF
HIGH INFLATION IN GEORGIA

The share of the region in the imports of

listed products, 2023

Tires and rubber products

Toys and sports requisites

Consumer durables, computer appliances and...

Furniture and lighting

Small household appliances
Optical and medical devices
Articles of iron or steel

Cars and trucks

Apparel, new and used

Articles of plastics

Source: Geostat, TBC Capital

_ 49%

A 38%
I 329%
I 27%
I 239
. 22%
N 20%
N 20%
I 19%

— 17%

Countries: China, Taiwan (province of China), Hong Kong, Malaysia, Thailand, Japan, Republic of South Korea, India, Indonesia

1.336 ®

The weight of imported products
from South East Asian countries
in the consumer basket.

The price transition depends on the
duration of the crisis.




THE NEGATIVE IMPACT OF ISRAEL-HAMAS WAR ON GEORGIA'S
ECONOMY |S FADING AWAY

Sourc

Share of Israel

2023
4 _—
12l B
0.1 % 0.3%
Import Export
5.2 = 7.5y o
. L% . J
Remittances Income from
Tourism

e: Geostat, NBG, TBC Capital

Expenditure by Israeli Tourists
Annual change

Oct-23 Nov-23 Dec-23 Jan-24
18%
13%
-10%

-17%
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IN 2024, 46% OF THE WORLD POPULATION WILL CHOOSE POLITICAL
AND ECONOMIC TRAJECTORY FOR THE COMING YEARS

Source: Goldman Sachs



AMID GEOPOLITICAL TENSIONS THE US ELECTION BECOMES

EVEN MORE CRITICAL

e

\

BIDEN’S
POLICY

Moderate
Protectionism

@/@ International Trade

r AN Y

TRUMP’S
POLICY

Strong
Protectionism

Maintain current policy

If%ﬂ Monetary Policy

Easing of monetary policy

% Foreign Policy

Proalliance

Supporter of Ukraine

Source: Goldman Sachs, The Financial Times

Isolationist
Questioning the idea of NATO

Support for Ukraine is unclear







In 2023, 17% OF RUSSIAN MIGRANTS LEFT GEORGIA

2022 Migrants at the end of the year Average rent price
$, Capital City

4115 000

Lithuania
Georgia
2023 Migrants at the end of the year Turkiye

Estonia

495 000 o

Hungary 584

Kazakhstan 531

2024 Migrants at the end of the year - e

Bulgaria 485
O
0/)}‘\\ ; 6 O O O Bosnia and Herzegovina 325

Visa-free entry for Russian passport holders

Source: NBG, Numbeo, TBC Capital

809
807
${0]0)
727
705
697




DESPITE A PARTIAL OUTFLOW OF MIGRANTS IN 2024, THE
ECONOMY IS PROJECTED TO GROW BY 5.6%, WITH A STABLE
EXCHANGE RATE

GDP growth USD/GEL NBG net reserves
2023 2023 January 2024

R
{.O% 2.69 $2.( br
2024 2024

5. 00 2.15




IN 2024, THE OUTFLOW OF MIGRANTS WILL BE OFFSET BY
THE STRENGTHENING OF TOURISM AND LOCAL
CONSUMPTION

Migrants’ spending share in retail trade, Sector turnover, expected growth for
% share 2024, %

4.3%

' Apparel
> 16%

22% 2.2%

3.0%
2.4%
1.8%
II : II 1-6%

Apparel Electronics FMCG

m 2022 m 2023 2024E

Source: Geostat, GNTA, TBC Capital




IN 2024, MIGRATION WILL NOT BE THE DETERMINING FACTOR
FOR THE RESIDENTIAL REAL ESTATE MARKET DYNAMICS

Area of sold properties
(mIn. SQM)

30 19%
o 5% 0%

\‘—_‘
2.5 32%
A%
3%

6%
e \4/
( ]
15
1.0
05
0.0

2019 2020 2021 2022 2023 2024*

Without migration

Source: NAPR, NBG, TBC Capital; * Forecast

Average sale price

Average rent price

($/SQM) ($/SQI\/I)
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AGING POPULATION, WORKFORCE OUTFLOW, AND LOW
BIRTHRATE MAKE LABOR SHORTAGE ALONG TERM CHALLENGE

Net Migration, 1 000 persons

610)

-0.29% CAGR

Labor Force, 5 Years

50
40
30

20

+10.5% CAGR

Average Wage, 5 Years

10

-20
-30 -22 26
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Source: Geostat




THE OPPORTUNITY OF HIGHER INCOME: A LEADING FACTOR IN
LABOR FORCE OUTFLOW

Average Monthly Wage, $
7,000

6,000
5,000
4,000
3,000
2,000
; <

Israel Italy Poland Greece Russia

—Georgia

Source: National Statistical Offices of Respective Countries




IN 2024, LABOR INFLOWS ARE STILL EXPECTED FROM
RELATIVELY LOWER INCOME NEIGHBORING COUNTRIES

Average Monthly Wage, $

800 Agriculture Construction Accomodation & Food

Service
700

600

500

400

300

200

100

Azerbaijan Turkey Uzbekistan Azerbaijan Turkey Uzbekistan Azerbaijan Turkey Uzbekistan

—Georgia

Source: National Statistical Offices of Respective Countries







IN 2024, MONETARY EASING IS EXPECTED WORLDWIDE,

CONSECUTIVELY DECREASING THE COST OF BORROWING

Monetary Policy Rates, %
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MACROECONOMIC EXPECTATIONS FOR 2024

11.0 7.5 5.6 5.4

GDP Growth, %

o &

Iflation (€0p) % 0.8 0.4 4.1 3.0
1 R T ———— 11.0 9.5 8.25 75
@ RSB 1.07 1.11 1.12 1.16
@ USD/GEL Eor 270 2.69 275 2.65
@ EUR/GEL (€0 2.88 2.98 3.08 3.07




SUMMARY

The 2023 Red Sea crisis poses a challenge for supply chains, particularly impacting Georgia's auto industry, household goods, and
apparel sectors. The increase in consumer prices in these industries will depend on the duration of the conflict, and sales and
inventory planning will play a major role during this period.

The election outcomes have the potential to significantly alter the policies of the world's leading countries towards the region.
Consequently, it is crucial to factor in alternative scenarios when formulating business plans and decisions.

In 2024, a partial outflow of migrants is expected to persist. Nevertheless, it is not expected to have material effect on economic
growth and the exchange rate. In the real estate market, the influence of migration largely faded away in 2023. Demand in 2024 will be
driven more by fundamental factors such as urbanization, desire for improved living conditions, and normalized investment demand.

The labor outflow and demographic trends pose a long-term challenge for businesses and economy. To address this issue, industries
may increasingly tap into the potential of neighboring countries with relatively lower incomes as well as focus on initiating the internal
skill developing programs.

In 2024, according to our base scenario, key macroeconomic indicators - GDP growth, inflation, interest rates, and the GEL
exchange rate - are expected to stabilize after significant fluctuations in recent years.




LEGALNOTICE

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 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 them- selves 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 detailed appraisal of the matters discussed herein. Any investment decision should be made at the inves- tor'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, 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, performance or achievements
expressed or implied by such forward-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 uncertain- ties because they relate to events and depend on circumstances that may or may not occur in the future. No assur- ances 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 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 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 merchantabil- ity 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 Repre- sentatives 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 accu- racy 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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