G

Delivering Progress

Economic Outlook and Indicators

Financial Soundness Indicators of the Commercial Banks - October, 2015

Issue #61/04.12.2015

In October 2015, considering the effect of foreign exchange rate, the volume of deposits increased by 5.9%, while the volume of loans to the
national economy increased by 10.9% compared to the corresponding periods in 2014.

For the period of January-October 2015, the key indicators, which determine the financial sustainability of the commercial banks, are stable.

The Volume of the Loans Denominated in the National and Foreign
Currencies (excluding interbank loans), 2013-15

25

Non-Performing Loans, 2013-15

60%

1400
16000
1200 5 %o %o X 3 XX,
14000 20 * e % % 5 X% x 5%
12000 1000 o
15
10000 800 =
g
g 0% g
_, 8000 . ) s
8 108 §5°° &
£ 3
S 6000 2 20%
400
4000 0.5
200 10%
2000
0 0.0 0 0%
@ Es>cT WO 2YcoNE>cTWaey 2QcaEE >TSS wWay CE8 E52>CS¥e8 3 YEDE5ETES¥eE3gER 552 YeY
2828333852832 8288333882583288833z286 5&'5<§a-3$o§85£§<§a-:$o§35£5<§a-33o
g g g

2013 Jan

2014 Jan

= Loans in National Currency

——Monthly Exchange Rates (USD/GEL)

2015 Jan

Loans in Foreign Currency

]
I Non-Performing Loans ——Share of NPL in Total Loans

% Specific Provisions to Non-Performing Loans

Source: National Bank of Georgia

In October 2015, the volume of loans to the national economy (excluding interbank loans) amounted to 15 892.8 mIn. GEL, which exceeds by
34.0% the corresponding indicator in October 2014. The volume of loans denominated in national currency increased by 19.9%. The volume of
loans denominated in foreign currency increased by 43.4%, but considering the effect of the currency exchange rate, the growth of this indicator

is only 4.9%.

The share of non-performing loans among total loans is an important indicator for measuring financial sustainability in the country. In October
2015, the volume of non-performing loans increased by 23.0% compared to the corresponding period of the previous year and amounted to 1
250.2 min. GEL, which is mainly due to the revaluation of the non-performing loans denominated in foreign currency as a result of GEL depreci-
ation. But the share of the non-performing loans among total loans declined by 0.7% point. In this period, the reserves of non-performing loans
account for 47.5% of the non-performing loans.
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The Volume of the Deposits Denominated in the National and Foreign
Currencies (excluding interbank deposits), 2013-15
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In October 2015, the total volume of deposits (excluding interbank
deposits) was recorded at 14 874.1 min. GEL, which exceeds by
30.2% the corresponding indicator in October 2014. Furthermore,
the volume of deposits denominated in national currency declined
by 2.0%. The volume of deposits denominated in foreign currency
increased by 52.2%, but due to a diminished exchange rate, this
growth amounted to only 11.3%.

In this period, the share of deposits denominated in foreign cur-
rency increased by 10.0% point compared to the indicator of Oc-
tober 2014 and amounted to 69.4%. This indicates that the level of
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Regulatory Capital to Risk Weighted Assets, 2013-15
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Regulatory capital to risk weighted assets ratio is another impor- e

tant indicator to measure financial sustainability. According to the
international standards of banking supervision (basel lll), this indi-
cator should be no less than 12%.
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From 2013 to 2015, the regulatory capital to risk weighted assets
ratio exceeded the threshold. In October 2015 this indicator stood
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Dynamics of the Return on Assets, 2013-15
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14% The other important indicators of financial stability for foreign in-
12% vestors are the return on equity (ROE) and returns on assets (ROA).
10%
%o In October 2015, commercial banks’ ROE remains the same com-
g pared to the corresponding indicator of 2014 and equals 13.7%,
&% while ROA declined by 0.3% point and amounts to 2.1%.
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Financial Aggregates of the Commercial Banks' Activity, 2013-15
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For the period of January-October 2015, the net profit of the com- mincome
mercial banks increased by 11.0% compared to the same period in Expenses a0
the previous year and amounted to 399.3 mIn. GEL. —Net Profit / Loss

In this period, compared to the period of January-October 2014,
the incomes of the commercial banks increased by 40.7%. Specif-
ically, income from interest rose by 24.6% and the non-interest in-
comes rose by 78.0%.

Min. GEL

In this period, the commercial banks’ expenses also increased
(49.3%), specifically, interest expenses rose by 25.2%, while non-in-
terest expenses rose by 58.6%.
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Basic Economic Indicators 2012 2013 | 12014 (112014 | 1112014 | IV2014 | 2014 12015 | 112015

Nominal GDP (mIn USD) 15846.8 16139.9 3605.3* 4064.1* 4320.4* 4527.8* 16528.5*% 3298.9* 3406.5*
Per capita GDP (USD) 35234 3599.6 802.9* 905.0* 962.1* 1008,3* 3680.8* 884.5* 913.4*
GDP real growth (%) 6.4% 3.3% 7.2%* 5.2%* 5.6%* 1.8%* 4.8%* 3.2%* 2.5%
Consumer Price Index (annual average) 99.1 99.5 103.1

Foreign Direct Investment (USD) 911.6 941.9 309.5 196.2 726.0 526.7 17584 175.3* 354.7*
Unemployment Rate (%) 15% 14.6% 12.4%

External Public Debt (mIn USD) 4739 4202 4145 4082 4074 4200 3989 4181
Poverty level (registered) 9.7% 9.7% 11.6%

Source: National Bank of Georgia
Ministry of Finance of Georgia
National Statistics Office of Georgia

Forecasted *
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