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GEORGIAN ECONOMIC G
CLIMATE, Q3 2024

“Georgian Economic Climate” is a product of Policy and
Management Consulting Group (PMCG).

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
September 2024.

*Quarterly surveys are sent to a pool of approximately 60 economists.
Response rates might fluctuate across quarters.




S u m m a ry P>G<C Research

The main findings of a survey of Georgian economists conducted
in Q3 2024 are as follows:

« Assessment of Georgia’s present economic situation was
slightly positive, while predictions for Georgia’s economic
situation by the end of the next six months were negative.
Overall, their outlook was significantly more optimistic
compared to the previous reporting period.

« On average, predicted real GDP growth for 2024 was 6.7%.

- The inflation rate (year-on-year) was expected to increase by
the end of the next six months, with the expected rate of
inflation for 2024 being 3.5%.

- Both export and import volumes were forecasted to increase,
by the end of the next six months compared to 2023.
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« In addition, according to the surveyed economists:

o Political instability and labor shortage had the greatest
impact on the Georgian economy in Q3 2024.

o The pause in U.S. assistance “that directly benefits the
Government of Georgia” was assessed very negatively in
terms of its effects on Georgia’s economy. Moreover,
they expected the pause to have a negative impact on
the foreign investment confidence as wells as
International aid and support from other countries.

o The most significant threats related to a future inflation
of were rising domestic uncertainty, increased global
uncertainty, and higher-than-expected commodity
prices.

o Reduced inflation, increased international trade, and
rising remittances were highlighted as key factors
contributing to the wupward revision of Georgia's
economic growth forecast by the National Bank of
Georgia (NBG).

o The three key recommendations from a World Bank’s
publication most relevant to Georgia's economic growth
were prioritize innovation, invest in new skills and
renewable energy technologies, and improve economic
and political freedom.




GEORGIAN ECONOMIC CLIMATE

« In a survey of Georgian economists « In Q3 2024, the surveyed econo-

conducted in Q3 2024, the overall mists' predictions for Georgia’s
assessment of Georgia’s present economic situation for the end of the

economic situation was slightly next six months were still negative,

positive. Their evaluation was more but significantly !ess negative
i ) . compared to the previous quarter.
positive than in previous quarter but

less optimistic than in the same
quarter of 2023.
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MACROECONOMIC PREDICTIONS
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In addition to assessing the current
economic situation and outlining their
expectations for the end of the next six

months, the surveyed experts also
made predictions about Georgia’s
main economic indicators.

Graph 1: Real GDP Growth in Georgia and its forecast for 2024 made by the surveyed
economists in Q3 of 2024
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Graph 2: Average YoY Inflation in Georgia and the forecast for 2024 made by the surveyed
economists in Q3 of 2024
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+ On average, the expected real GDP « By the end of the next six months,

growth for 2024 was 6.7%, an
improvement of 1.2 percentage
points compared to the forecast
made in a previous quarter.

The inflation rate (year-on-year) was
expected to increase by the end of
the next six months. The expected
rate of inflation for 2024 was 3.5%,
which marked decrease of 1.5
percentage points compared to the
forecast made in the previous
quarter.
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compared to the corresponding
period of the previous year, the
Georgian Lari is expected to depre-
ciate against the US Dollar and Euro
and to appreciate against the
Russian Rouble and the Turkish Lira.

« The volume of exports and imports
are expected to increase by the end
of the next six months compared to
the corresponding period of 2023.




SPECIAL QUESTIONS

« When asked to identify the factors war on Ukraine, and a decreasing
having the greatest impact on the monetary policy rate.
Georgian economy in Q3 2024, the
surveyed economists pinpointed
political instability and labor shor-
tages. Other factors deemed by
respondents to have a considerable
impact in this period included a high
emigration rates, Russia’s ongoing

+ The surveyed economists tended to
perceive negative factors as more
impactful (e.g. political instability
and labor shortage) than positive
ones (e.g. decreasing monetary poli-
cy 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 Q3 of 2024.

Political instability ¥A%) 29% 18% 46%
Labor shortage (specifically lack of skilled
workers and skills mismatch) 7% 8 21% 36% 29%

High rates of emigration W&z 18% 11% 36% 25%
Russia's war on Ukraine (impact through other
channels except immigration) 18% 39% 20 =

Decreasing monetary policy rate g&Zy 1k 39% 25% 11%

Exchange rate fluctuations W&ZY 725 46% 21%

Low inflation FAZWAZ) 32% 32% 18%

m| don't have an opinion on this matter mNo impact at all
mLow impact = Moderate impact
m High impact mVery high impact
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SPECIAL QUESTIONS

In July 2024, the United States
paused more than $95 million in
assistance “that directly benefits the
Government of Georgia” due to a
comprehensive review of bilateral
cooperation between the U.S. and
Georgia.*

Nearly all of the surveyed econo-
mists (96%) thought that the effects
of the paused assistance on Geo-

rgia’s economy would be negative or
very negative.

In general, the surveyed economists
believed that the pause in U.S.
assistance would have the most
negative impact on the foreign
investment confidence and inter-
national aid and support from other
countries.

Graph 4: What potential impact could pause in U.S. assistance have on the Georgian
economy?

4% 61%

m No effect

m Negative

36%

mVery negative

Graph 5: If you believe the pause in U.S. assistance will have a negative effect on
Georgia’s economy, which of the following aspects do you think will be most affected?

Foreign Investment Confidence

nternational Aid and Support from Other
Countries

Government Effectiveness

Public Services and Social Programs

Domestic Business Environment

75%

79%

46%

46%

29%

* https://www.state.gov/united-states-to-pause-assistance-to-the-government-of-georgia
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https://www.state.gov/united-states-to-pause-assistance-to-the-government-of-georgia

SPECIAL QUESTIONS

In July 2024, the NBG published its
Monetary Policy Report. The report
projects average inflation in 2024 at
1.9%, while the average inflation for
2025 is expected to be 4.2%. The
report identifies key risks that could
contribute to an increased future
inflation forecast.

* In general, the surveyed economists

identified the following threats as
the most significant: higher-than-
expected commodity prices, greater-
than-expected increases in
uncertainty driven by global factors,
and increased uncertainty due to
domestic factors.

Graph 6: Please rate the potential impact of each of the following risks on future inflation,
from 1 (no impact at all) to 5 (very high impact)

A greater-than-expected increase in uncertainty 11% 14%

due to domestic factors 46% 29%
A greater-than-expected increase in uncertainty 0
due to global factors 18% 29% 43% 7%

Higher-than-expected commodity prices 32% 25% 18%

Higher-than-expected growth in Georgia's

potential GDP 11% 32% 36% 11% 11%
Stronger-than-expected external demand 11% 32% 36% 11% 7%
Stronger-than-expected domestic demand RJREZ] 25% 46% 18%

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

m High impact

mVery high impact




SPECIAL QUESTIONS

According to the latest update from
the NBG, the real GDP growth
estimate for 2024 was revised
upward to 6.8%, which is 1.2
percentage points higher than the
previous forecast of 5.6%.

The most important factors
contributing to the upward revision
of Georgia’s economic growth fore-

cast, according to surveyed econo-
mists, were the increases in remit-
tances and international trade, and a
reduction in the inflation rate.

FDI, a favorable policy enviro-nment,
and advancements in technology
were considered by surveyed
economists as having no impact on
revised economic growth forecast.

Graph 7: Assess from 1 (not important) to 5 (very important) what factors you believe
have contributed to the upward revision of Georgia’s economic growth forecast?

Advancements in technology and innovation
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Increased remittances

46% 25%

Increased international trade 36% 32%
Reducing inflation rate 32% 21%

Improved human capital 50% 18%
A more favorable policy environment and
regulatory reforms 30% 29%

m| don't have an opinion on this matter

m Slightlty important
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SPECIAL QUESTIONS

« In the World Bank’s publication
Middle Income Trap*, several key
recommendations are outlined for
middle-income countries to over-
come problems and become high-
income ones.

« In assessing which of these recom-
mendations were the most relevant,
the surveyed economists picked out

strengthen institutions, develop a
skilled workforce, and encourage
innovation.

Graph 8: Assess from 1 (not relevant at all) to 5 (highly relevant) which recommendations
do you consider to be the most relevant for the growth of the Georgian economy.

Strengthen Institutions: Improve economic and
political freedom

Develop Skilled Workforce: Invest in new skills,
ideas, and renewable energy technologies

Encourage Innovation: Prioritize innovation as a
driver of economic growth

Encourage Creation and Mobility: Strengthen
policies that promote trade openness, firm
capabilities, and free movement of ideas and
talent

support High-Potential Firms: Provide support
based on the firm’s value through jobs, exports,
and innovation, rather than solely on firm size.

Leverage Climate Opportunities: Use the climate
crisis to become producers of green
intermediates for global markets

18% 71%

32% 43%

29% 36%

25%

m| don't have an opinion on this matter mNot relevant

Slightlty relevant
m Relevant

*World Development Report 2024
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https://www.worldbank.org/en/publication/wdr2024

OTHER ECONOMIC INDICATORS IN GEORGIA

Million USD

Billion USD
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Graph 9: GDP per Capita in Current Prices
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Graph 10: Foreign Direct Investment and Foreign Direct Investment as a % of GDP
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Graph 11: Government External Debt and Government External Debt as a % of GDP

45%
41%
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7.2
2019 2020 2021 2022 2023
Graph 12: Unemployment Rate
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Source: The National Statistics Office of Georgia, The




DISCLAIMER

The PUBLICATIONS presented on the website are prepared by Policy and Management
Consulting Group (PMCG) 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. PMCG 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, PMCG does not
guarantee that:

e the PUBLICATION will be constantly available; or

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

PMCG reserves the right to modify the contents of PUBLICATIONS from time to time as it
deems appropriate.

PMCG 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 PMCG’s
PUBLICATIONS. PMCG 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, PMCG 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 PMCG’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 PMCG’s researchers, officers, employees, agents,
subsidiaries, successors, assignees, and sub-contractors as well as PMCG.

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.

Address: 61 Aghmashenebeli Avenue, 3rd Giorgi Khishtovani

floor, Research Director

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

Email: research@pmcaginternational.com Gugula Tsukhishvili

Website: pmcresearch.org Junior Researcher

g.tsukhishvili@pmcginternational.com

Giorgi Shogiradze
Junior Researcher
g.shogiradze@pmcginternational.com
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