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On 15 June 2016, the value of 1 USD is 2.132 GEL, which is 17.2% lower compared to the highest indicator of 2016 (2.498 GEL) so far.

This issue reviews the dynamics of the key indicators, which maintain the inflow and outflow of foreign currencies in Georgia, which have a major
role in the calculation of the exchange rate. These indicators are as follows: international trade (export and import), remittances, visitors in Geor-
gia, Foreign Direct Investments (FDI) and local loans denominated in the foreign currencies and their service costs.

In 2015, the GEL exchange rate against both the USD and EUR de-
clined. From 1 January 2015 to 1 January 2016, the GEL exchange
rate against the USD depreciated by 27%, while the GEL exchange
2.65 rate against the EUR depreciated by 14%.

Monthly Exchange Rates, 2014-16
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In 2016, the devaluation continued and on 28 January, 1 USD

235 reached its peak value against the GEL (2.4989 GEL). From March
2016, the GEL began to appreciate and in May 2016 the GEL ex-
change rate against the USD appreciated by 0.09 points (3.8%)
compared to the previous month, while compared to May 2015 it
appreciated by 0.14 points (5.9%).
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A similar trend was visible in the GEL exchange rate against the EUR.
On 13 March 2016, the maximal value of 1 EUR amounted to 2.8003
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§ £2223%235238 é 228233248623 § ¥22s GEL, after which it started to depreciate. In May 2016, the GEL ex-
s s s change rate against the EUR appreciated compared to the previous
CUSD/GEL ~+-EUR/GEL month by 0.14 points (5.6%), while compared to May 2015 it rose

Source: National Bank of Georgia by 0.13 points (4.8%).

The main reasons for the GEL strengthening are analyzed in the newsletter.

The Monthly Dynamics of External Trade, 2014-16
1200
Based on preliminary data, during the first quarter of 2016, com-

pared to the corresponding period in 2015, the volume of reg- 1000
istered export of goods declined by 11.7% (80.6 mIn USD), while
the import of goods declined by 12.6%* (295.8 mIn USD), while the 300 I
trade balance improved by 215.2 mIn USD (13%). I
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* This indicator does not include medicaments for hepatitis C, % 400 "
which were given as a present from Ireland and Canada to the country.
If we count the corresponding value (628.2 min USD) as a part of im- 200
ports, then in January-April 2016 the volume of imports was 2,679 USD | I | | | | | | | | I I I I I I I I I I
and it has increased by 14.2% compared to the corresponding indicator 0 I I I I I
in 2015. Accordingly, the trade balance deteriorated by 413 min USD EP 535532383858 5883853533833:538¢8¢3
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Source: GeoStat

The Dynamics of Money Transfers, 2014-16
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In January-May 2016, the volume of remittances to Georgia
amounted to 424.8 mln USD, which is 3% lower compared to the
corresponding indicator in 2015. Of this figure, 32.4% of remittanc-
es flowed from Russia, 11.7% were from Greece, 11.3% came from
Italy, 10.8% came from the USA, 7.4% came from Turkey and 26.4%
was from a combination of several other countries. Money trans-
fers declined mostly from Russia (-16%), from Greece (-28%) and
from Azerbaijan (-28%), while this indicator increased from the USA
(19%), from Israel (78%), from Italy (9%) and from Iraq (3-times).
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The Dynamics of International Arrivals, 2014-16
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An important source of foreign currency inflow to the country is X

number of visitors (tourism). 800
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In the period January-May 2016, 2,051,518 individuals visited Geor-

gia, which exceeds the indicator of the previous year by 10.5% o0

(215,973 individuals). 2 500
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In 2015, the volume of service export was 3,133 min USD, which £

exceeds the corresponding indicator of the previous year by 3.8% 5%
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(114.7 mIn USD). '_g 200
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The Dynamisc of FDI and its Growth Rate, 2013-15 Source: Georgian National Tourism Administration
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Based on preliminary data, in the first quarter of 2016, the volume

of FDI amounted to 376.4 min USD, which exceeds the indicator of
the corresponding period in 2015 by 103.2%.
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Source: GeoStat The Dynamics of the Loans Denominated in Foreign Currencies Issued by
Commercial banks (flows), 2014-16
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An additional source of foreign currency inflow on the market is the 24
volume of the loans denominated in the foreign currencies issued 50 2s
by commercial banks. In the short run, the growth of this indicator
. . . . 400 2.2
contributes to the strengthening of the GEL, while the growth in
the volume of loans services provides the GEL's devaluation 200 21
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In Georgia, from February 2015 the volume of loans denominated = 200 s 2
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in foreign currencies issued by commercial banks declined month- = >
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on-month. The number of loan contracts also declined, while dur- 100
ing this period the volume of loans services decreased, which trig- 17
gered a reduction in demand for foreign currencies. 0 16
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Source: National Bank of Georgia

Basic Economic Indicators 2012 2013 2014 12015 | 11 2015 | Il 2015 | IV 2015 2015 12016

Nominal GDP (mIn USD) 15846.8 16139.9 16528.5 3325.0* 3407.6* 3545.0%* 6682.3* 13959.9*

Per capita GDP (USD) 3523.4 3599.6 3680.8 884.5%* 913.4%* 950.5%* 994.7* 3743.1%*

GDP real growth (%) 6.4% 3.3% 4.8% 3.2%*  2.5%*  2.5%*  2.9%*  2.8%*

Inflation -0.9% -0.5% 3.1% 4.0%

Foreign Direct Investment (mln USD) 911.6 941.9 1758.4 175.3* 354.7* 489.0* 267.9% 1351.1% 376.4*
Unemployment Rate (%) 15% 14.6% 12.4% 12%

External Public Debt (mIn USD) 4739 4202 4200 3989 4181 4195 4315 4315 4396
Poverty level (relative) 22.4% 21.4% 21.4% 20.1%

Source: National Statistics Office of Georgia
Georgian National Tourism Administration
National Bank of Georgia
Ministry of Finance of Georgia

* Forecasted
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