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We are not particularly fond of one-pagers - hardly surprising, given that we are researchers. However,

following repeated requests and aiming for a more practical application of the TBC Capital Optimal

Currency Funding Structure, we provide one here.

Recommended borrowing structure, selected episodes

Mean reversion-style strategy mainly for project financing
For illustrative purposes, other than for exporters

BUYLOW, .
SELL HIGH* May-2014 | April-2021|October-2022| May-2023 | 24-March-2026

USD/GEL 176 3.45 2.80 2.48 2.72
EUR/USD 139 121 097 110 116
GEL Share (%) | 441 183 404 53.3 442
EUR Share (%) | 53.3 441 92 15.1 17.7
USD Share (%) 96 376 50.4 316 381
° Weights of currencies of main economic partners
° Business cyclicality

o Unlike existing practices, cyclical sectors
should have a higher GEL share

° Sales elasticity to the exchange rate
o Likewise in case of higher elasticity in durables
° FX risk decreases more than the GEL share would
imply due to the passthrough nonlinearity
° Interest rate differential

o Four percentage point differential over four
years “equals” 16% average and 8% one-off

depreciation
° Conversion fees

o Revenue and expenditure invoicing currencies
o Export markets
o Same logic as in case of the GEL in Georgia
° GEL short- and long-term outlook
o Whereis the GEL headed and what’s the
adjustment path?
o Including GEL overvaluation episodes

THE FRAMEWORK HAS GENERATED
ENORMOUS VALUE OVER THE PAST YEARS**
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KEY JUDGEMENT

° As always, first and most important - in_which
currencies is the business hedged?
o Exchange rates having no material impact on
key financial metrics
o E.g, residential real estate is 62% in GEL

. Diversification is always a value
o More number of FC - lower GEL share
o EUR-USD-CNY “equals” 40% real GEL — with
much lower costs

° Is multicurrency exposure better even without a
stress scenario?
o A hedged funding structure implies higher
leverage for businesses and banks and,
therefore, higher profitability

° EUR/USD outlook and equilibrium exchange rate

o Long term estimates at around 1.28

o USD as a safe haven - borrow in a currency
that strengthens during downturns?

o Recent USD strength — does it signal a
resurgence of safe haven flows and/or US
being a net oil exporter and/or yield spikes?

o How does the “dollar smile” or historical
relationship with commodities hold up?

° EUR/USD equilibrium exchange rate in the Georgian
context

o Against which is the GEL and the growth in
Georgia more stable — the EUR or the USD?

o Businesses recall 2017, when EUR appreciated
against the GEL, but sales also went up

o However, the Ukraine conflict resolution
scenario might imply divergent outcomes for
the EUR-GEL pair

“The stock market is a device for
transferring money from the impatient to
the patient” - Warren Buffet

A one-pager is a one-pager, though, we hope, still
useful. We continue individual, company-tailored
assessments, being inspired that the framework -
the idea first published back in 2019 - has been
gaining traction.

We also note that, since the framework is quite
complex, we mainly focus on the corporate sector.
However, it is just as applicable for small and
medium enterprises (estimated gains of GEL 3.7
bn over the same period) and individuals, as well as
from an investment perspective - as always, under
the risk appetite umbrella or, differently, ambition.

*The selection of optimal weights is a multi-step process that incorporates all factors listed under key judgement above. USD/GEL and EUR/USD exchange
rates selected for illustrative purposes. Namely, keep in mind that if TRY and RUB weaken, that implies an also weaker equilibrium level of the GEL against the
USD. For example, USD/GEL 1.76 in May 2014 is not directly comparable to current USD/GEL levels.

**Potential gain compared to the actual portfolio calculated only from the last step of the framework - currency misalignment estimates. Calculations
incorporate the existing trends on the market and only real-time information at any given moment. See here for more details.
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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. Nothing in this Document shall constitute an offer or invitation to treat to solicit buying or selling
any assets and/or securities and/or offering the approval/disbursement of loan facilities 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 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, possession or usage of this Publication in or from any jurisdiction. This
Document is neither intended to provide any investment, business, tax and/or legal advice, nor financial, tax, legal
and/or any other type of due diligence. Each recipient of the document should be aware that in the event this
research is used, TBC Capital is not responsible for the results associated with the use of the research, and it is
recommended that each recipient conduct independent research and a detailed assessment regarding the issues
discussed in the document. Any decision should be made under consideration and sole discretion of the recipient of
this Document. Any and all data and/or information contained in this Document is obtained from the third party
sources and TBC Capital disclaims any direct or indirect liability arising in connection with accuracy and/or
completeness of information/data therein. Specifically, any financial data, projections, or models included in this
Document are based on information provided by third parties. TBC Capital makes no representation or warranty,
express or implied, as to their accuracy, completeness, or reasonableness. Therefore, this information should not be
considered a definitive analysis or the basis for any decision. Such information may be subject to change
independently from and without notice of TBC Capital, 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 Document.
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 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 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 or any member of the Group may have a business relationship with, or seek to establish a business
relationship with, the companies discussed in this publication. Consequently, there may be a potential conflict of
interest that could affect the objectivity of the information contained herein; however, in compliance with best
standards, TBC Capital has established appropriate practices and procedures that effectively ensure the
independence and impartiality of the information provided. This Document is strictly confidential, 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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