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“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
December 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 Q4 2024 are as follows:

« Their assessment of Georgia’s present economic situation was
negative, while their forecast for Georgia’s economic situation
by the end of the next six months was extremely negative.
Overall, their outlook was significantly more pessimistic
compared to the previous reporting period.

« On average, predicted real GDP growth for 2025 was 3.6%.

« The inflation rate (year-on-year) was predicted to increase by
the end of the next six months, with the expected rate of
inflation for 2025 being 4.6%.

« Both export and import volumes were forecasted to decrease,
by the end of the next six months compared to 2024.
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« In addition, according to the surveyed economists:

o Political turmoil and exchange rate fluctuations had the
greatest impact on the Georgian economy in Q4 2024.

o Only 4% of surveyed economists fully supported the
National Bank of Georgia's (NBG) intervention to reduce
foreign reserves by $754 million to stabilize the exchange
rate, while 46% found it appropriate but excessive in scale,
and another 46% argued that no such intervention was
needed.

o The current level of foreign reserves held by the NBG was
assessed as “insufficient” to withstand broader regional
and global shocks.

o The suspension of EU membership talks was assessed
negatively by all surveyed economists in terms of its
effects on Georgia's economy. In addition, they expected
the suspension to negatively impact international aid and
FDI inflows.

o Political instability and exchange rate fluctuations were
anticipated to be the most impactful factors affecting
Georgia's economic growth in 2025, while imported
inflation and regional conflicts were expected to have a
lesser impacts.




GEORGIAN ECONOMIC CLIMATE

* In a survey of Georgian economists

conducted in Q4 2024, the overall
assessment of Georgia’s present
economic situation was significantly
negative. Indeed, their outlook was
generally bleaker compared to both

- In Q4 2024, the surveyed econo-

mists' predictions regarding Geor-
gia’'s economic situation by the end
of the next six months were also
negative, marking their most
pessimistic such assessment to date.

the previous quarter and the same
quarter of 2023.

Georgian Economic Climate, Q4 2024
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*The data presented for 2021, 2022, and 2023 represent quarterly averages.
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MACROECONOMIC PREDICTIONS

In addition to assessing the current months, the surveyed experts also
economic situation and outlining their made predictions about Georgia’s
expectations for the end of the next six main economic indicators.

Graph 1: Real GDP Growth in Georgia and its forecast for 2025 made by the surveyed
economists in Q4 of 2024
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Graph 2: Average YoY Inflation in Georgia and the forecast for 2025 made by the surveyed
economists in Q4 of 2024
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« On average, the expected real GDP -« By the end of the next six months,
growth for 2025 was 3.6%, which is compared to the corresponding
4.9 percentage points lower than its period of the previous year, they
2024 estimate. expected the Georgian Lari to

. . depreciate against the US Dollar,
* They expected the inflation rate Eu?o and Tur%ish Lira and to appre-
(year-on-year) to increase by the

end of the next six months. The ciate against the Russian Rouble.

expected rate of inflation for 2025
was 4.6%, marking an increase of
2.7 percentage points compared to
the 2024 figure.

Research

The volumes of exports and imports
are expected to decrease for the
next six months compared to the
corresponding period of 2024.

*The 2024 estimate is based on data from the National Bank of Georgia.




SPECIAL QUESTIONS

+ When asked to identify the factors tion, and a labor shortage.
having the greatest impact on the .
Georgian economy in Q4 2024, the ° The surveyed economists tended to

surveyed economists pinpointed perceive negative factors as more
political turmoil. Other factors impactful (e.g. political turmoil and
deemed by respondents to have a exchange rate fluctuations) than
considerable impact during this positive ones (e.g. the low level of
period included exchange rate inflation).

fluctuations, a high rates of emigra-

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 Q4 of 2024.

Political turmoil 5 B AL 71%
Exchange rate fluctuation 33% 38% 13%
High rates of emigration 25% 33% 25% 13%
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Russia's war on Ukraine (impact through other

channels except immigration) 8% 21% 38% ZE &

Low level of inflation 21% 58% 13%
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SPECIAL QUESTIONS

« During September-October 2024, intervene at this scale. Meanwhile,
the NBG reduced its foreign reserve 46% considered the intervention
assets by a net amount of $754 mil- appropriate, though they felt the
lion to stabilize the exchange rate. scale was excessive, and another

46% argued that there was no need
for such an intervention, suggesting
the exchange rate should have been
left to find its own equilibrium.

« Only 4% of surveyed economists
believed that the National Bank of
Georgia made the right decision to

Graph 4: Which of the following statements best reflects your perspective on the NBG's
decision to reduce its foreign reserve assets to stabilize the exchange rate?

4% 46%

mThe National Bank of Georgia made the right decision to intervene at this scale to
keep exchange rate stable

mThe intervention by the National Bank of Georgia was appropriate, but the scale of the
intervention was excessive

The National Bank of Georgia should not have intervened and should have allowed the
economy to find a new equilibrium for the exchange rate

| don't have an opinion on this matter

« At the end of November 2024, the - Notably, 42% deemed the reserves

foreign reserves of the National insufficient for broader shocks, and
Bank of Georgia (NBG) amounted to no respondents rated them “fully
$4.1 billion. adequate” in this regard.

Graph 5: How would you evaluate the adequacy of NBG’s reserves to address:

Regional and Global economic shocks l 25% 21%

Domestic economic shocks
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SPECIAL QUESTIONS

On 28 November, the Prime Minister
of Georgia announced the suspen-
sion of the country’s EU membership
talks until the end of 2028.

All of the surveyed economists
thought that the effects of the
suspension of EU membership talks
on Georgia’s economy would be
negative or very negative.

In general, the surveyed economists
believed that the suspension of EU
membership talks would have the
most negative impact on inter-
national aid and development
assistance, FDI inflows from Western
countries, and the domestic business
environment.

Graph 6: What do you believe the effects of suspension of EU membership talks will be on
Georgia's economy?
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Graph 7: If you believe the suspension of EU membership talks will negatively affect the
Georgian economy, please rate the impact on the following aspects on a scale from 1 (no
impact) to 5 (very high impact).
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International aid and development assistance

FDI inflows from western countries

Domestic business environment

Exchange rate

Trade with western partners

Economic growth
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SPECIAL QUESTIONS

In the Q4 2024 survey, economists
highlighted the main challenges that
they expected to impede Georgia's
economic growth in 2025.

Political instability was anticipated to
be the most significant factor,
followed by exchange rate fluctuati-
ons and weaker domestic demand.

Meanwhile, imported inflation and
regional military conflicts were
expected to play a minor role.

« The surveyed economists generally

expected domestic factors (e.qg.,
political instability) to have a gre-
ater impact than global ones (e.qg.,
regional military conflicts).

Graph 8: Please rank the following factors by how challenging they will be for Georgia's
economic growth in 2025, from 1 (least challenging) to 7 (most challenging).
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OTHER ECONOMIC INDICATORS IN GEORGIA

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
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Graph 12: Unemployment Rate

20.6%

18.5%
17.6% . 17.3%
16.4%
NS%

2019 2020 2021 2022 2023 2024 9M

M 3 - , ,
Source: The National Statistics Office of Georgia, The
P>G<C Research Ministry of Finance




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 Gocha kardava

Website: pmcresearch.org Researcher

g.Kardava@pmecginternational.com

Gugula Tsukhishvili
Junior Researcher
g.tsukhishvili@pmcginternational.com

Giorgi Shogiradze
Junior Researcher
g.shogiradze@pmcginternational.com
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