A TBC CAPITAL

Economy Largely Delta-Neutral?

A Rare Feature Well-Kno

5 May 2026

TBC Group Chief Economist Office



KEY TAKEAWAYS

Two weeks ago, we raised our growth forecast. With data continuing to come
in above expectations, we are raising it again - to 7.4% for the full year;

Similar to Uzbekistan, we have long highlighted features of structural stability
in the Georgian economy, which we refer to as “delta-neutral”, reflecting the
presence of offsetting channels across many, though not all, scenarios;

Downside spillovers from the Middle East conflict have been relatively
contained, concentrated in the hospitality sector, while upsides have grown
more pronounced - chief among them, commodity exports lifted by surging
global prices;

Though Georgia is a net oil importer, the country receives substantial inflows
from commodity exporters, often broadly offsetting net oil exposure, with oil
re-exports also emerging since late 2025;

Exports have likely been the single largest driver of growth, unlike in 2025,
since coincident indicators point to no significant acceleration in spending as
of April;

Rising exports have more than offset the decline in tourism revenues in
March-April, by our estimates, supporting the GEL and potentially allowing the
NBG to resume FX purchases;

All in all, the three core drivers behind the upward revision - delayed war
resolution in Ukraine, Middle East spillovers, and stronger-than-expected
Geostat prints - remain unchanged, though larger in magnitude;

We also revise the end-year inflation forecast from 5.6% to 6%, following an
April print of 5.9% that came in slightly above our forecast, and given that oil
prices have risen again after moderating in mid-April.
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Two weeks ago, we raised our growth forecast. With data continuing to come in above

expectations, we are raising it again.

According to Geostat, economic growth
came in at 2.1% in 1Q26, with March alone at
10.7% yly. By our estimates, this implies 4%
seasonally adjusted qg/q growth - the
second-highest since 2021, related to COVID
recovery, and just below 4.2% in 3Q24 (Figure
1. We therefore upgrade the full-year
projection from 6.1% to 7.4%.

More than two months on from the Middle
East escalation, it has become increasingly
apparent that downside spillovers have been
relatively contained, concentrated in the
hospitality sector, while upsides have grown
more pronounced - chief among them,
commodity exports lifted by surging global

prices.

FIGURE 2: NON-RESIDENT EXPENSES HAVE
DECLINED, WHILE RESIDENT SPENDING HAVE
BEEN BROADLY FLAT (Index, SA, Jan-24 =100)
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Note: Non-cash spending dynamics partially reflect the expenditure switching trend
to digital channels as well as the growing number of available digital payment
platforms. At the same time, TBC dynamics is partially distorted due to the bank’s
higher market share recently. Namely, while TBC growth accumulated to 33.4% in
2025, the NBG tourism revenue estimates have posted only 6.0% annual growth
Source: TBC Capital

FIGURE 1: THE ECONOMIC GROWTH PRINT
IMPLIES A SIZEABLE ACCELERATION IN
QUARTERLY TERMS (Seasonally Adjusted, %)
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Source: Geostat, TBC Capital

In fact, this has likely been the single largest
driver of growth, unlike in 2025, since
little

non-resident

coincident indicators point to

meaningful  recovery in
spending, our real-time proxy for tourism
revenues, while resident spending has been
broadly flat over the past few months (Figure

2). We had flagged exports, together with

other potential upside channels, back in
March. In this sense, while our judgement has
not changed, the magnitude has been larger
than expected.

TBC Capital readers will recall that we have

long highlighted features of the Georgian
economy’s inherent stability when analyzing

risks to the macro environment. We refer to

"k

this trait as “delta-neutral™, borrowing from

the investment universe.

*Delta neutral is a portfolio strategy utilizing multiple positions with balancing positive and negative deltas so that the overall delta of the assets in question totals zero.


https://tbccapital.ge/static/file/202604211816-updated-projections-georgia.pdf
https://tbccapital.ge/static/file/202601221958-georgian-economy-2025-2026.pdf
https://tbccapital.ge/static/file/202603231333-the-good-the-bad-the-mixed.pdf
https://tbccapital.ge/static/file/202308102439-macro-insights-is-the-georgian-economy-delta-neutral.pdf

This does not imply immunity to external shocks. Rather, it reflects the presence of offsetting
channels across a range of many - though, of course, not all - scenarios whereby adverse

spillovers are at least partly counterbalanced by positive ones. Readers will also draw parallels to
Uzbekistan, where an inverse relationship between the main sources of FX inflows smooths the

impact of cycles, underpinning our bullish outlook on growth and the UZS.

One such feature for Georgia has been historically stable terms of trade (ToT, export prices over
import prices), a rather rare attribute - definitely not as favorable as in Uzbekistan, but still at the

higher end of commodity importers.
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Source: Geostat, NBG, Bloomberg, TBC Capital

FIGURE 4: TERMS OF TRADE REMAINED STABLE IN MARCH (Index, 2020 =100)
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All else equal, broadly unchanged ToT still
imply a higher deficit in USD terms, as an
equal rise in export and import prices would
result in a deterioration of the trade balance
simply because imports are larger than
exports. However, commodity exports grew in
volume as well as in price, with the total
merchandise trade deficit shrinking to 28.4%
of GDP in the first three months of the year,
significantly lower compared to previous years

(Figure 5).
One parallel stands out: post-2022 FX inflows.

Among other channels of impact, commodity
prices surged in the immediate aftermath of
the Russia-Ukraine war, boosting exports.
Back then, the rise was more sustained, with oil
prices peaking in June. Currently, though
uncertainty remains exceptionally high, the
baseline scenario is still price normalization,

even if to higher than pre-escalation levels.

What is clear is that the March tourism
shortfall - around USD 75 mn relative to a no-
conflict scenario, by our estimates — has been
offset by a c. USD 90 mn acceleration in
commodity export growth (USD 95 mn y/y in
February vs USD 186 mn y/y in March). We
expect a similar dynamic in April, possibly
stronger, given the still-appreciating GEL and
the likelihood that the NBG has returned to net
purchases (Figure 6).

FIGURE 5: THE GOODS TRADE DEFICIT HAS
SHRUNKIIN 1Q26 (% of GDP)
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Note: 2025 adjusted for the January one-off.
Source: Geostat, TBC Capital

FIGURE 6: RISING EXPORTS HAVE OFFSET
THE DECLINE IN TOURISM REVENUES IN
MARCH AND APRIL, PER OUR ESTIMATES
(Index, SA, Jan-25=100)
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Source: Geostat, NBG,TBC Capital

All in all, the three core drivers behind the upward revision remain unchanged, though their

magnitude has increased:

a) most importantly, and in our view contrary to market consensus, the likely delayed resolution

of the war in Ukraine, which postpones the gradual unwinding of post-2022 war-related inflows

assumed in our previous baseline,

b) on a net basis, positive - rather than broadly balanced as previously judged - spillovers from

the Middle East conflict, though still assumed to be temporary,

c) Geostat growth print again exceeding our expectations in March. We also note the

acceleration in credit growth, both in seasonally adjusted monthly (2%) and annual (14.8%) terms.

Loans increased in the retail (16.5%) as well as business (13.0%) sectors.
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At the same time, we revise the end-year inflation forecast from 5.6% to 6%, following an April
print of 5.9% that came in slightly above our forecast, and given that oil prices have risen again
after moderating in mid-April. In seasonally adjusted terms, annualized monthly inflation
exceeded 21%, highest since April 2022 (Figure 7). We expect annual inflation to slightly ease
over the next few months before rising again towards the end of the year.

The electricity tariff, hiked by 25% since April, contributed 0.5 percentage points (pp) to annual
inflation, and will continue to do so until the level shift effect expires next year. Petrol (0.6 pp)
and diesel (0.3 pp) added another 0.9 pp. Petrol prices are now up 15% and diesel prices up 30%
versus February, as the passthrough from global prices continued in April, in_line with
expectations. Beyond the direct impact, higher costs will feed into prices through indirect
channels. Meanwhile, the contribution of bread prices declined from +0.9 pp in February to +0.5
pp in April, reflecting fading base effects.

As for monthly inflation, standing at 1.7% in April, the electricity tariff (+0.5 pp), petrol (+0.4 pp)
and diesel (+0.2 pp) contributed 1.1 pp to the total.

We anticipate the NBG keeping the policy rate at 8% in 2026. However, as inflationary pressures
are projected to mount over the course of the year, the policy mix is likely to place a greater
emphasis on a stronger GEL going forward. As argued in February, higher-than-expected
inflation tends to be GEL-supportive; since then, pressures have intensified further. Set against

an expected normalization in the current account, we maintain a broadly neutral stance on the
GEL, as opposed to slightly bearish previously.

FIGURE 7: MONTHLY INFLATION SURGED IN APRIL ON THE BACK OF RISING OIL PRICES AND THE
HIGHER ELECTRICITY TARIFF (%)
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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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