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GEORGIAN ECONOMIC p>”G<c
CLIMATE, Q1 2024

“Georgian Economic Climate” is a product of PMC
Research Center (PMC RC).

In this bulletin, which is based on the ifo Institute’s
methodology, we discuss Georgia’s economic climate,
informed by the assessments of various Georgian
economists.*

The survey for this particular issue was conducted in
March 2024.

*Quarterly surveys are sent to a pool of approximately 60 economists.
Response rates might fluctuate across quarters.
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The main findings of a survey of Georgian economists
conducted in Q1 of 2024 are as follows:

« Georgia’s present economic situation was assessed
positively. Predictions for Georgia's economic situation
for the next six months were also slightly positive.
Overall assessments have not changed significantly
compared to the previous period.

« On average, the predicted real GDP growth for 2024 is
5.3%.
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« The inflation rate (year-on-year) is expected to increase
over the course of the next six months, with the
expected rate of inflation for 2024 being 3.4%.

« Export volumes are forecasted to decline, and import
volumes are expected to increase over the next six
months compared to 2023.

- Additionally, according to the surveyed economists:

o EU candidacy and labor shortage has the greatest
impact on the Georgian economy. Additionally,
employment and the labor market is the most
challenging area when it comes to Georgia’s
alignment with the EU standards.

o Geopolitical tensions are the major risk that could
potentially lead the National Bank of Georgia (NBG)
to consider maintaining a stricter monetary policy.

o The development of the Middle Corridor could
significantly boost Georgia's economic growth
through facilitating development of supporting
industries and diversification of export markets.

o Enabling durable medium-term growth is the most
relevant policy priority for Georgia among the
general policies suggested by the IMF to countries.




GEORGIAN ECONOMIC CLIMATE

In a survey of Georgian economists
conducted in Q1 of 2024, Georgia’s
present economic situation was as-
sessed positively. Their assessment
of the present economic situation
has only slightly improved compared
to both - Q4 of 2023 as well as Q1 of
2023.

In Q1 of 2024, the surveyed econ-
omists’ predictions for Georgia’s
economic situation for the next six
months are slightly positive. Their
expectations in this regard have
slightly worsened compared to the
predictions they made in Q4 of 2023
and have significantly improved

compared to the negative expec-
tations recorded in Q1 of 2023.
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MACROECONOMIC PREDICTIONS

In addition to assessing the current
economic situation and gathering ex-
pectations for the next six months, the

surveyed experts also made predic-
tions with regard to Georgia’s main
economic indicators.

Graph 1: Real GDP Growth in Georgia and its forecast for 2024 made by the surveyed
economists in Q1 of 2024
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Graph 2: Average YoY Inflation in Georgia and the forecast for 2024 made by the surveyed
economists in Q1 of 2024
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The expected real GDP growth for
2024, on average, is 5.3%.

The inflation rate (year-on-year) is
expected to increase for the next six
months, with the expected rate of
inflation for 2024 being 3.4%.

By the end of the next 6 months,
compared to the corresponding pe-
riod of the previous year, the Geor-
gian Lari is expected to be

Research

appreciated against the US Dollar
and Euro and depreciated against
Russian Rouble and the Turkish Lira.

The volume of exports is expected to
decrease in the coming six months,
compared to 2023.

The volume of imports is expected
to increase in the coming six

months, compared to 2023.




SPECIAL QUESTIONS

« When asked to identify the factors policy rate and Russia’s ongoing war
having the greatest impact on the on Ukraine.
Georgian economy in Q1 of 2024,
the surveyed economists pinpointed
a labor shortage and Georgia’'s EU
candidate status. Other factors
deemed by respondents to have a
considerable impact in this period
included a reduction in the monetary

« The surveyed economists tended to
assess negative factors as more
impactful (e.g. labor shortage and
Russia’s war on Ukraine) than pos-
itive ones (e.g. decreasing mone-
tary policy rate and low inflation
rate).

Graph 3: Assess from 1 (no impact at all) to 5 (very high impact) which factors do you
consider have had the highest impact on the Georgian economy over Q1 of 2024.

Labor shortage (specifically lack of skilled
workers and skills mismatch) 2B 24% 29% 22%

Russia's war on Ukraine (impact through
other channels except immigration)

EU candidate status B2y 15507 27% 32% 17%

Decreasing monetary policy rate 15% 34% 29% 15%

27% 27% 22% 20%

Low inflation [KeFA 22% 34% 20% 15%

High rates of emigration WAZWAZY  70k/ 29% 27% 10%

m| don't have an opinion on this matter mNo impact at all
mLow impact m Moderate impact

m High impact mVery high impact
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SPECIAL QUESTIONS

« As of January 2024, the NBG has

been decreasing the monetary
policy rate* while also highlighting
some factors that might alter the
rate’s current downward trajectory.

Of the factors underlined by the
NBG, the surveyed economists con-
sidered geopolitical tensions to be

the main risk possibly altering the
downward trajectory of the mone-
tary policy rate. Furthermore, most
of the surveyed economists per-
ceived risks of imported inflation as
a high or very high with respect to
the loosening of monetary policy.

Graph 4: Assess from 1 (no threat at all) to 5 (very high threat) which of these factors
might prompt the NBG to maintain strict monetary policy.

Risks due to geopolitical tensions

Increased risks of imported inflation

Increased credit activity

High domestic demand

Uncertain oil prices

m| don't have an opinion on this matter

m Low threat
m High threat

m No threat at all
m Moderate threat
mVery high threat

*In 2024 so far, the NBG has already decreased the monetary policy rate twice, in January (to 9.0%)
and again in March (to 8.25%). The second reduction came after this survey had been distributed to
respondents.
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SPECIAL QUESTIONS

Georgia, since becoming an EU
candidate country, has submitted its
first Economic Reforms Program
(ERP) to the European Central Bank
(ECB). With that development in
mind, the surveyed economists were
asked to assess different areas of
the ERP and how challenging each
would be for Georgia in its efforts to
align with EU standards.

According to the survey results,
employment and the labor market

was chosen as the most challenging
area regarding Georgia’s conver-
gence with EU standards. Other ar-
eas considered challenging in this
regard included energy reforms and
social protection and healthcare.

The opinions of the surveyed econ-
omists were most varied on the
issue of how challenging it will be for
Georgia to align its public finance
management with EU standards.

Graph 5: Assess the following areas of EPR from 1 (not challenging) to 5 (very challenging)
based on how challenging it is for Georgia to align with EU standards.

Employment and labor market

Green transition and energy market
reforms

Social protection and healthcare systems

Agriculture, industry and services

Business environment and reduction of the

informal economy

Public finance management

m| don't have an opinion on this matter

m Not challenging at all
Somewhat challenging

mVery challenging
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15%
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Slightly challenging
m Challenging
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SPECIAL QUESTIONS

« The World Bank’s “Unlocking the
Potential of the Middle Corridor”
study listed Georgia, Kazakhstan,
and Azerbaijan as the three key
countries of the Middle Corridor.
Relatedly, the surveyed economists
were asked to assess the potential
impact of the Middle Corridor's
development on Georgia's economic
growth.

« Most of the surveyed economists
believed that the most significant
effects of the development of the
Middle Corridor on the Georgian
economy would come through the
growth of supporting industries, de-
creased dependency on trade with
Russia and China, and diversified
export markets.

Graph 6: Assess the significance of potential positive impacts on Georgia's economic
growth resulting from the Middle Corridor's development on a scale of 1 (not significant at

all) to 5 (very significant).

Development of supporting industries
(trucking companies, freight forwarding
services, warehousing facilities)

Decreased dependency on trade with Russia

and China

Diversified export markets

Higher value-added production

Improvements in business environment and
governance

m Low significance
m Significant

m| don't have an opinion on this matter
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https://www.worldbank.org/en/region/eca/publication/middle-trade-and-transport-corridor
https://www.worldbank.org/en/region/eca/publication/middle-trade-and-transport-corridor

SPECIAL QUESTIONS

« The IMF in its latest release of the -« In addition, the surveyed economists

World Economic Outlook suggested also noted that rebuilding buffers to
several general policy priorities for prepare for the future and strength-
countries in 2024. ening multilateral cooperation to

. mitigate the effects of fragmentation

* According to the surveyed econo- are other policy priorities highlighted
mists, enabling durable medium- by the IMF that are relevant to

term growth is the most relevant of

these policy priorities for Georgia. Creorg e

Graph 7: Assess from 1 (not relevant) to 5 (very relevant) which policy priorities suggested
by IMF are the most relevant for Georgia today.

Enabling durable medium-term growth
through targeted and carefully sequenced
structural reforms

Rebuilding buffers to prepare for future

shocks and achieving debt sustainability 10% . D 22

Strengthening multilateral cooperation
and mitigating the effects of 10% 7%
fragmentation

Managing the final descent of inflation 20%  12%
without prematurely “declaring victory” - °

m Refuse to answer m| don't have an opinion on this matter
m Not relevant m Slightly relevant
m Somewhat relevant m Relevant

m Highly Relevant



https://www.imf.org/en/Publications/WEO/Issues/2024/01/30/world-economic-outlook-update-january-2024

OTHER ECONOMIC INDICATORS IN GEORGIA

Graph 8: GDP per Capita in Current Prices
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Graph 9: Foreign Direct Investment and Foreign Direct Investment as a % of GDP
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Graph 10: Government External Debt and Government External Debt as a % of GDP
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Graph 11: Unemployment Rate
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DISCLAIMER

The PUBLICATIONS presented on the website are prepared by PMC Research Center only
for informational and/or marketing purposes. Nothing in the PUBLICATIONS constitute, or
is meant to constitute, advice of any kind, and the reader is responsible for their
interpretation of all content and acknowledges that any reliance thereupon shall be
entirely at their risk. PMC Research Center cannot be held liable for any claims arising as a
result of the reader’s use of the materials.

The PUBLICATION is presented “as is” without any representations or warranties,
expressed or implied.

Without prejudice to the general message of the first paragraph above, PMC Research
Center does not guarantee that:

the PUBLICATION will be constantly available; or

the information contained in the PUBLICATION is complete, true, accurate, or non-
misleading.

PMC Research Center reserves the right to modify the contents of PUBLICATIONS from
time to time as it deems appropriate.

PMC Research Center absolves itself of any liability of violations of other parties’ rights, or
any damage incurred as a consequence of using and applying any of the contents of PMC
Research Center’'s PUBLICATIONS. PMC Research Center will not be liable to the reader
(whether under contract law, tort law, or otherwise) in relation to the contents of, use of,
or other form of connection with, the PUBLICATION.

The reader accepts that, as a limited liability entity, PMC Research Center has an interest
in limiting the personal liability of its officers and employees. The reader agrees that they
will not bring any claim personally against PMC Research Center’s officers or employees
with respect to any losses suffered by the reader in connection with the PUBLICATION.

The reader agrees that the limitations of guarantees and liabilities set out in the
PUBLICATION disclaimer protect PMC Research Center’s researchers, officers, employees,
agents, subsidiaries, successors, assignees, and sub-contractors as well as PMC Research
Center itself.

If any provision of this disclaimer is, or is found to be, unenforceable under applicable law,
that will not affect the enforceability of the other provisions of the PUBLICATION
disclaimer.
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Address: 61 Aghmashenebeli Avenue, 3rd Giorgi Khishtovani

floor, Research Director

Tbilisi 0102, Georgia. g.khishtovani@pmcginternational.com
Tel: (+995 32) 2921171, 2921181

Email: research@pmcginternational.com Anastasia Chkhenkeli

Website: pmcresearch.org Researcher

a.chkhenkeli@pmcginternational.com

Gugula Tsukhishvili
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g.tsukhishvili@pmcginternational.com

Mariam Jikia
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m.jikia@pmcginternational.com
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