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KEY TAKEAWAYS

e Our monthly measure of net foreign currency inflows, combining
merchandise trade, tourism revenues and instant money transfers,
improved further in June;

e The EU has maintained its position as the top source of inflows,
providing 20.3% of the total in 2Q25, with the overall structure
diversified;

e The improvement has been a result of both higher inflows, despite
the temporary negative spillovers of the Middle East escalation in
June, and lower outflows;

e Higher net inflows remain one of the three major GEL-supportive
drivers, while the other two - the still weak USD and gradual
deposit Larization have also stayed largely on track;

e Consequently, the NBG has continued buying-side interventions in
June as well as July;

e As for coincident indicators in July - overall spending flatlined
compared to the previous month, alongside migrant expenses,
while tourism revenues have been improving;

e Elsewhere, CPI inflation continues increasing, driven by food
products, with higher contribution of services in June.



Our monthly measure of net foreign
currency inflows, combining merchandise
trade, tourism revenues and instant money
transfers, improved further in June (Figure 1).
Our readers recall that we have kept
highlighting strong FX inflows as one of the

three major GEL-supportive drivers in recent

months. As a high-frequency indicator, the
improvement in net inflows also implies a
lower 2Q25 current account deficit, which
had widened to 8.5% of GDP in 1Q25.

The EU has maintained its position as the
top source of inflows, providing 20.3% of the
total in 2Q25. Following up on 21.7% in 1Q25,
the EU share in net inflows in 2025 has been
highest since 1Q22 (23.9%), while the overall
inflow structure remains diversified.

FIGURE 1: NET FOREIGN CURRENCY INFLOWS
HAVE BEEN ON THE RISE RECENTLY ON THE
BACK OF HIGH INFLOWS AND MODERATE
OUTFLOWS
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The improvement has been a result of both
higher inflows and lower outflows. As of
June, external trade again maintains the
dynamics observed in recent months -
strong exports, largely driven by re-export of
cars, and muted growth in imports,
conversely, with a negative contribution of
car imports (Figures 2 and 3). In numbers,
USD-denominated total exports have
increased by 10.4% YoY in June (up by 13.7%
in 6M), while import growth was only 0.9%

(5.8% in 6M, after adjusting for a one-off in

January).

FIGURE 2: EXPORT GROWTH THIS YEAR IS
LARGELY CAR-DRIVEN (YoY, %)
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FIGURE 3: IMPORT REMAINS SUBDUED WITH

NEGATIVE CONTRIBUTION OF CARS
RECENTLY (YoY, %)
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The diverging dynamics between car re-
exports and imports (Figure 4) is likely aided
by the previously accumulated stock of
export-ready cars in Georgia that appears to
be at least partially sustaining the demand.
Against  this traditionally
significant domestic export goods - wine

backdrop,

and ferro-alloys, have suffered from lower
export (Figure 5).
However, domestic exports still went up
during the first 6 months of the year by 6.4%,
largely driven by increased exports of

revenues this year

precious metals, followed by vegetables,
fruits, nuts and mineral and sweetened
waters.

FIGURE 4: CAR IMPORTS ARE FALLING,
WHILE EXPORTS REMAIN STRONG
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FIGURE 5: RE-EXPORTS HAVE BEEN
OUTPACING DOMESTIC EXPORTS, THOUGH
THE SHARE HAS BEEN MODERATING LATELY
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Total money transfers grew by 12.2% in
June, the fourth consecutive month of
positive overall growth, reversing the decline
since April 2023, though taking into account
between the

relevant  discrepancies

methodologies of instant money transfers
and the balance of payments. The EU
accounted for 46% of money transfers in
June, with the share hovering around 46% -
highest on record - for the past 12 months
now (Figure 6). Similarly, the share of the US
in money transfers is also at its peak,
constituting almost 19% of remittances in
recent months. An increasing trend was
evident since 2022 in case of Israel as well,
though its share slightly moderated from the
first quarter and stood stably at 7.6% in the
second (down by 1.2 percentage points from
March). As for
neighbour's share in money transfers had
fallen to an all-time low of 10.5% in Jan-2025
and has recovered slightly to 13.0% as of
June.

Russia, the northern

FIGURE 6: EU AND US SHARES IN INSTANT
MONEY TRANSFERS AT HISTORIC HIGHS
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Meanwhile, tourism revenues grew by 5% in
2Q25, slightly higher than in 1Q25 (2.3%)
despite temporary negative spillovers from
the Middle East conflict. Receipts from the
EU contributed 3.3 percentage points - or
80% - to (Figure 7).
Furthermore, tourism revenues from the EU
reached 15.2% of the total in 2Q25, the
highest share since 3Q21. Receipts from

annual growth

Israel were the second largest contributor to
growth, with 1.6 percentage points, albeit
lower than in 1Q25 (6 percentage points) and
down by 7.6% QoQ in seasonally adjusted
terms (up by 11.8% unadjusted). Revenues
from Iran fell by 15.5% compared to 2Q24,
contributing -0.5 percentage points to
annual growth (-0.3 in 1Q25).

FIGURE 7: THE EU CONTRIBUTED THE MOST
TO TOURISM REVENUE GROWTH IN 2Q25,

THOUGH THE EMERGENCE OF “OTHER
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Following up on our real-time evaluation of
the Israel-lIran conflict spillovers, where we
assessed the Middle East impact as largely
moderate and temporary, daily non-resident
expenses in tourism categories have indeed
rebounded following the ceasefire (Figure
8), while Georgia-related Google searches in
Israel have now reached the highest level in
the past 4 months as of July (Figure 9).

While official data is only available in

quarterly  frequency, based on our
nowcasting model, utilizing data on non-
resident non-cash expenses and Google
trends, we estimate that overall tourism
revenues in June were almost unchanged
compared to the previous month in
seasonally adjusted terms. We also note the
significant contribution of receipts from
Azerbaijan to tourism revenue growth, 1.5
percentage points in 2Q25 following up on
1.0 percentage point in 1Q25, as well as the
growing importance of “other countries”,
which have contributed 2.9 percentage
points to 3.8% total growth in tourism
revenues in 1TH25. Conversely, receipts from
Russia and Turkey declined the most in
2Q25, largely similar to dynamics in 1Q25
(Figure 7).

FIGURE 8: NON-RESIDENT TOURISM
EXPENSES THROUGH TBC CHANNELS HAVE
SLIGHTLY TICKED UP SINCE THE CEASEFIRE
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FIGURE ¢9: GEORGIA-RELATED GOOGLE
SEARCHES IN ISRAEL HAVE SPIKED AGAIN
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Apart from net FX inflows, other GEL-
supportive drivers have largely also stayed
on track, with the USD remaining weak and
the gradual reversal in deposit conversions

demonstrating a more mixed picture in July
(Figure  10). appreciation
pressures, based on our estimates, the NBG
has also kept up USD-buying interventions
both in June, for which data will be released
at the end of this week, and July, with gross
reserves increasing QoQ for the first time in
six_quarters, notwithstanding price changes
and exchange rate adjustments.

Balancing

FIGURE 10: DAILY ESTIMATES OF DEPOSIT
CONVERSIONS INDICATE A MORE MIXED
PICTURE IN JULY (31-Mar =100, seasonally & fc-
adjusted, as of 21-Jul-25)
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As for coincident indicators, they point to
sort of mixed dynamics. Namely, overall non-
cash spending has somewhat flatlined in
June and July in seasonally adjusted terms,
with the annual growth rate also decelerating
after  three months  of
improvement (Figure 11). Data print is almost

the same in case of migrants - non-cash

consecutive

expenses of Russians, Belarussians and
Ukrainians were flat in June and have slightly
declined in July thus far (Figure 12), in
contrast with a continued improvement in
non-resident expenses, our

tourism revenues (Figure 13).

proxy for

FIGURE 11: NON-CASH SPENDING HAS
SOMEWHAT FLATLINED IN JUNE & JULY
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FIGURE 12: MIGRANT* NON-CASH EXPENSES
THROUGH TBC CHANNELS REMAINS
BROADLY FLAT (As of 20-Jul, Index in USD,
2021 Daily Average =100)
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Note: The Data includes Local POS and E-Com Payments, Payments outside Georgia
are excluded. Migrants include Russians, Belarussians and Ukrainians.

FIGURE 13: NON-CASH EXPENSES OF NON-
RESIDENTS THROUGH TBC CHANNELS
CONTINUE IMPROVING (Index in USD, 2021 =
100, As of 20-Jul)
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Elsewhere, CPI inflation has maintained its
increasing trend, standing at 4.0% YoY in
June (Figure 14). Elevation is also evident in
MoM terms; however, dynamics are closely
in line with our expectations. No surprises
are revealed when looking more in depth as
well: growth in consumer prices remains
largely driven by food inflation (Figure 15),
along with slightly, though still elevating
contribution of services, while the impact of
various one-offs lowering the headline
measure is gradually fading off. July and
August will see the impact of the internet fee
die out, which has been lowering inflation by

0.4 percentage points.

FIGURE 14: MONTHLY INFLATION
ACCELERATED AGAIN, THOUGH IN LINE
WITH OUR EXEPCTATIONS (%)
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Annual Inflation

FIGURE 15: FOOD PRICES HAVE BEEN BY FAR
THE LARGEST SINGLE DRIVER OF INFLATION
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Elevation in prices also remains widespread
as revealed by trimmed measures. Trimmed
monthly inflation accelerated to 0.3% again
following a brief reprieve in April-May. At the
same time, annual inflation on mixed
products reached 7.2% in June, while prices
on locally produced goods and services
grew by 5.2%, both significantly above the
target. It is imported prices, posting a 2%
deflation, that has been keeping inflation
from rising even further, itself significantly
aided by lower oil prices internationally.
Therefore, the consumer basket inflation has
become increasingly domestically-driven.
Domestic pressures are illustrated through
higher service inflation in June as well
(Figure 16), which we consider the most
accurate measure of underlying inflation
dynamics due to its historically high
correlation with broader economic activity.
However, we also note that this measure has
been characterized with some volatility
recently, with a slight, though still visible,
monthly drop in service prices in seasonally

adjusted terms in May.

FIGURE 16: SERVICE INFLATION INCREASED
AGAIN IN JUNE (%)
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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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