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WHY LOGISTICS MATTERS?

Logistics connects businesses, Georgia’s geographical setting Regional developments and
markets, and industries, shaping naturally assigns logistics a special current events further
the competitiveness of both role in the country’s development underscore the significance of

nations and companies logistics for Georgia




PROJECTED GROWTH IN CENTRAL ASIA FURTHER INCREASES THE
SIGNIFICANCE OF GEORGIA’S LOGISTICS ROLE
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GEORGIA’S LOGISTICS SECTOR RANKS 79TH OUT OF 123 COUNTRIES,
WITH INFRASTRUCTURE IDENTIFIED BY THE WORLD BANK AS ITS MAIN

WEAKNESS.
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Netherlands, 3 Turkey, 38 W Bulgaria, 51 m Georgia, 79 m Kazakhstan, 79

d Global Dyn#mics

Tracking and
Tracing

Competence and Timeliness

Customs Infrastructure Sea Freight
Quality

Total

Source : The World Bank, Logistics index 2023



THE LOGISTICS SECTOR’S CONTRIBUTION TO GDP HAS HELD STABLE
OVER THE PAST DECADE, MOVING IN LINE WITH OVERALL
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Since 2015, freight turnover in Georgia’s transport sector has followed an upward
trend, with some fluctuations. Between 2015 and 2024, cargo turnover in Georgia’s
transport sector grew at a 5.0% compound annual growth rate (CAGR). Looking
ahead, freight turnover is projected to continue expanding at a stable CAGR of 5.5%

Freight turnover in Georgia’s transportation sector, excluding

domestic transportation, mn tons
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Geostat, Georgian Railway, Revenue Services of the Ministry of Finance, TBC Capital

Increase in domestic demand
Export growth

Central Asia’s rising trade
flows
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RAILWAY, ROAD, AND MARITIME TRANSPORT EACH PLAY AN
ALMOST EQUALLY IMPORTANT ROLE IN GEORGIA’S INTERNATIONAL
FREIGHT TRANSPORTATION.

Freight turnover distribution in Georgia’s transportation sector,
excluding domestic transportation, 2024 (%)
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FROM TRANSPORTATION TO WAREHOUSING:
GEORGIAN WAREHOUSING SECTOR IN A NUTSHELL

J‘ @J total warehouse area
LLCT

Cold storage available for leasing,
among which A class
facilities accounts for 6%

Dry storage occupied by owners

TBC Capital’s Industrial and Logistics Real Estate Market Research 2024

Customs (bonded)
warehouses

2PL1PL - most common
3PL - rare

Logistics: Opportunities and Challenges Emerging from Local and Global Dynamics

(00}



AMONG THE LEASABLE WAREHOUSES, 68% ARE CONCENTRATED IN
TBILISI, FOLLOWED BY KUTAISI (17%), BATUMI (5%), AND POTI (5%).

Distribution GLA of major leasable warehouses in Georgia Sarpi <<<>>> Red Bridge (22 mn tons, 25%)

Kazbegi <<<>>> Sadakhlo (1.8 mn tons, 20%)
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Kazbegi<<<>>> Guguti (0.7 mn tons, 8%)

Kuta iSi Sarpi <<<>>> Kazbegi (0.6 mn tons, 7%)
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TBC Capital’s Industrial and Logistics Real Estate Market Research 2024
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THE OCCUPANCY RATE AT TBILISILEASABLE WAREHOUSES
AND LOGISTICS CENTERS ARE AROUND 85%.

average rent, average rent in class
excluding VAT and A warehouses,
service charges excluding VAT and

service charges

Nadzaladevi

Samgori

Considering increased
competition,

Geostat, Revenue Services, Public Registry, Financial Reporting Portal, other public open sources, TBC Capital
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THE GROWTH IN TRANSPORTATION SECTOR HAS INCREASED
DEMAND IN THE WAREHOUSING SECTOR, LEADING TO A RISE IN
CONSTRUCTION PERMITS ISSUED FOR WAREHOUSE SPACES.

Warehouse construction permits issued in Thilisi: In 2024-2025 issued permits
number and area (sqm)
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Thbilisi Architecture Service, TBC Capital
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DURING 2025-2028, THE DEMAND FOR WAREHOUSING CAPACITY IS
PROJECTED TO GROW AT A COMPOUND ANNUAL GROWTH RATE
(CAGR) OF 9.0%, INDICATING A SUSTAINED UPWARD TREND.

Projected demand for warehousing services (cubic meters) and
annual growth rate (%) from 2025 to 2028
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TBC Capital assessment

In 2024, demand for warehousing
services was driven by the following
products:

Chemical Construction
products Materials

Consumer Goods  Agricultural
Products

The main contributors to warehousing
demand from 2025 to 2028 will be

45% 31% 25%

Production Transit Trade
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GEORGIA AT THE
CROSSROADS OF EUROPE AND ASIA



GEORGIA CONNECTS EUROPE AND CENTRAL ASIA THROUGH THE MIDDLE
CORRIDOR, WHICH ACCOUNTS FOR A QUARTER OF THE COUNTRY’S TRANSIT
DEMAND.

Kazakhstan

Middle Corridor
freight transported
via Georgia in 2024

Northern Corridor

Southern Corridor

Maritime Route

The World Bank, Asian Development Bank , European Bank for Reconstruction and Development, TBC Capital
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THE MIDDLE CORRIDOR HOLDS SIGNIFICANT STRATEGIC AND GEOPOLITICAL VALUE, YET IT
STILL TRAILS THE NORTHERN AND SOUTHERN ROUTES IN TERMS OF CAPACITY, COST-
EFFICIENCY, AND TRANSIT SPEED.

China » Kazakhstan = Russia

« $2,500 - $3,100 for 40-foot

Nort!nern > Belarus = Poland = Other « 100-110 mn tons « 12-18 days container
Corridor European Countries « 15mnTEU
s 5 .« $80-100/ton (bulk cargo)
« 6mntons
China - Kazakhstan » P U0CONES . Sgig%;?é,ooo for 40-foot
Middle Corridor  Caspian Sea~> Azerbaijan > . 10-12 mn tons « 18-23 days
Semigln = Thiey = Brege upon completion of « $130-160/ton (bulk cargo)
infrastructure development
« $4,000 - $5,500 for 40-foot
Southern China -~ Central Asia~ Iran-> « 20-30 mn tons . 20-25 davs container
Corridor Turkey- Europe « 200,000-300,000 TEU v

Source: The World Bank, Asian Development Bank , European Bank for Reconstruction and Development, TBC Capital

« $110-140/ton (bulk cargo)




LOGISTICAL CHALLENGES OF THE MIDDLE CORRIDOR

Infrastructure and insufficient throughput capacity

>

>

Multimodality of the corridor:
Increases transit time and costs

Port infrastructure:
Insufficient number of ferry and container ships

Railway and road infrastructure:
Single-track rail lines, shortage of locomotives, wagons,
and containers

Seasonal fluctuations of the Caspian sea level:
Hinders the movement of large cargo vessels on the sea

Administrative and logistical procedures

>

Customs procedure:

The legislative and regulative frameworks along the corridor
countries are not harmonized

Entry and border-crossing rules vary between countries

Crossing borders involves multiple inspections

Tariffs and transportation costs:
Tariffs and certification systems differ across countries




PLANNED PROJECTS IN GEORGIA TO ENHANCE THE MIDDLE CORRIDOR’S POTENTIAL
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Barriers to realizing the potential of ports:

- Water depth
+ Lack of berths
- Shortage of container terminals

* Inadequate integration with railway and road
infrastructure

Barriers to realizing the potential of
railway:

» |nsufficient number of locomotives and
freight wagons

+ Single-track sections

I

I

Poti Sea Port development project
The container capacity will exceed 1 million
TEU

Anaklia Deep Sea Port
The first phase: 600,000 TEU

Completion of the Railway
modernization project in 2025

The maximum annual capacity of the
railway will increase to up to 48 million
tons




PLANNED INFRASTRUCTURE PROJECTS IN OTHER CORRIDOR COUNTRIES BETWEEN 2025

AND 2030

Aktau Port

Kuryk Port

Bakhty-Aiagoz railway line

Dostyk-Mointy railway line

Development of Varna Port

Increase in the number of container
ships

Development of links to railway and
road networks

Bulgaria-Turkey railway line

Georgian Railways, TITR, CAREC, TBC Capital

China-Kyrgyzstan-Uzbekistan
railway line

Magqtal Dry Port

Addition of a free economic zone in the
Constanta-Midia area

Development of Constanta railway
station

C*

Alat Port

Barda-Aghdam railway
line

Capacity of the Middle
Corridor will double
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ACCORDING TO OUR ASSESSMENT, BY 2030, THE ECONOMIC
DEVELOPMENT OF THE MIDDLE CORRIDOR COUNTRIES WILL
BRING THE CORRIDOR’S POTENTIAL CLOSE TO FULL UTILIZATION

Middle corridor freight turnover (mn tons)

I
1,1
3,2
1,0
1,5 51
1,7
2024 2030 E
EU - Central Asia Central Asia - Turkey
EU - Azerbaijan M EU - China

China - Turkey

Revenue Service of the Ministry of Finance of Georgia, Georgian Railway, UNComtrade, TBC Capital

Factors that will support the growth of
trade between the European Union and
Central Asia:

Rising demand for minerals in line with
technological advancement

The European Union’s Green Deal
agenda

The European Union’s Global Gateway
initiative

Expansion of the consumer market in
Central Asia
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IN THE SHORT TERM, THE REROUTING OF FREIGHT FLOWS TO THE ZANGEZUR
CORRIDOR IS LESS PROBABLE

@ Zangezur Corridor

Trade direction Freight turnover (mn tons)
Turkey-Azerbaijan 1.4
Turkey-Central Asia 1.5
Azerbaijan-Europe 1.0
Central Asia - Europe 1.7

Zangezur Corridor

Capacity

Assessments vary
50-350 km shorter route

Share in total transit Probability of rerouting
8% High
9% High
6% Low
10% Low

Forbes, Caspian Policy Center, Georgian Railway Revenue Service of the Ministry of Finance of Georgia, TBC Capital

Logistics: Opportunities and Challenges Emerging from Local and Global Dynamics

N
(@]



IF SANCTIONS ON RUSSIA EASE, PART OF THE REDIRECTED CARGO IS LIKELY TO RETURN TO THE
NORTHERN CORRIDOR. HOWEVER, THE GROWING ECONOMIES OF CENTRAL ASIA AND PLANNED
INFRASTRUCTURE PROJECTS WILL HELP THE MIDDLE CORRIDOR MAINTAIN ITS RELEVANCE.

Middle corridor freight turnover (mn tons) Growth factors:
@
20% 1 e )

Rerouting of freight flows

4

Increased activity and natural
growth of Central Asian
nations

2021 2024

Source: Revenue Service of the Ministry of Finance of Georgia, Georgian Railway, TBC Capital



KEY FINDINGS

I

Transportation and warehousing are significant sectors for the Georgian economy, maintaining a stable
share within the economy.

Between 2025 and 2028, Georgia’s freight turnover is projected to grow at a stable compound annual
growth rate (CAGR) of 5.5%. This growth will be driven by increased domestic demand and exports,
together with the enhancement of trade flows from Central Asia.

With the expansion of domestic and transit freight traffic, the demand for warehousing services is expected
to grow at an average annual rate of 9% from 2025 to 2028. However, price increase is not anticipated.

The Middle Corridor accounts for a quarter of Georgia’s transit demand.

Enhancing corridor capacity through infrastructure development and improved service quality is
essential to increase the competitiveness of the Middle Corridor.

By 2030, the economic development of the Middle Corridor countries will almost
completely realize the corridor’s potential.

The Zangezur Corridor creates an alternative route connecting Central Asia and Europe through the Caucasus. In the
short term, a significant rerouting of freight flows to the Zangezur Corridor is not expected. However, in the medium term,
a portion of freight traffic between Azerbaijan and Turkey, as well as between Turkey and Central Asia, may be redirected
from Georgia to the Zangezur Corridor.

Logistics: Opportunities and Challenges Emerging from Local and Global Dynamics
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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 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.

7 Marjanishvili Str., Tbilisi 0102, Georgia Email
Tel: +995 32 2 272727 | +995 32 2 272733 Email
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