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Country Overview
Area: 69,700 sq km

Population: 4,630,841 (2008E) 

Life expectancy: 76.51 years 

Official language: Georgian

Literacy: 100%

Capital: Tbilisi

Currency (code): Lari (GEL)

GDP 2008E: US$12.80 billion

GDP real growth rate 2008E: 2%

GDPper capita2008E(PPP): US$4,851

Inflation rate (e-o-p) 2008: 5.5%

External debt to GDP YE2008:21.4%

Source: Department of Statistics of Georgia
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Executive Summary

Georgian Economy Overview 2

ÅIncredible economic performance in the past 5 years
ÁMajor events & timeline

ÁEconomic growth

Á Investment inflows

ÁFiscal & monetary performance

ÁSummary of reforms

Å2nd half of 2008
ÁThe Russian aggression

ÅNo major long-term interruptions in any kinds of supplies ςfood, electricity, gas, petrol

ÅNo breakdown of the banking sector

ÅTriggered economic slowdown

ÅGeopolitical risk insurance

ÅUS-Georgia charter on security

ÅNew wave of democratic reforms

ÁGlobal financial crisis

ÅAffected Georgia through decrease of exports

ÅOther related factors

ÅDonor funding of US$4.5 billion (35% of 2009 forecast GDP)

ÅThe economy remains resilient
ÁGEL 2.2 billion (10% of 2009 forecast GDP) fiscal stimulus in 2009

ÁLow public debt

ÁResilient and well-capitalisedbanking sector

ÁRecent tax reforms

ÁSpecial taxation regimes

ÁSecure energy supply

ÁReal GDP growth forecast for 2009 

ÁCommitted to continuing reforms
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Major Events

2004

ÅPresident Mikheil
Saakashviliis 
elected

ÅRule of Law

ÅFighting 
corruption

ÅPublic sector 
reform

ÅWestern 
oriented 
foreign policy

2005

ÅNew tax code

ÅDeep liberalisation

ÅInfrastructure 
rehabilitation

ÅImprovements in 
Energy Sector

2006

ÅIncreasing FDI 
inflows

ÅStrong GDP growth

ÅEconomy resilient to 
Russian trade 
embargo

2007

ÅVery strong 
economic 
performance 

ÅStrong portfolio 
inflows

ÅOpposition 
protests in Sep-
Nov

2008

ÅNew presidential 
and parliament 
elections ςfresh five 
year mandate to 
continue liberal 
economic reforms

ÅAggressive reforms 
of the financial 
services sector

ÅSovereign Eurobond 
debut

ÅGeorgia-Russia  
armed conflict in 
August

ÅGlobal financial 
crisis

Georgian Economy Overview 3

NA #112 #34 #21 #15

World Bank Ease of Doing Business global ranking (http://www.doingbusiness.org)

http://www.doingbusiness.org/
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GDP

Nominal GDP (US$bn) Real GDP growth, y-o-y (%)

Components of nominal GDP, 9m 2008

Source: Department of Statistics of Georgia

Nominal 2008 estimated GDP - US$12,800.3 mln

Source: Department of Statistics of Georgia, Ministry of Finance of Georgia
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Investment Inflows
Net FDI breakdown by origin

Source: Department of Statistics  of Georgia

Source: National Bank of Georgia, International Monetary Fund
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4.1%

4.4%

5.8%

6.3%

19.8%

Hungary

Russia

Poland

Kazakhstan

Ukraine

Georgia

Source: Department of Statistics  of Georgia

bŜǘ C5L ŀǎ ҈ ƻŦ D5tΣ Ψлт

Net FDI

C5L .ǊŜŀƪŘƻǿƴ ōȅ ǎŜŎǘƻǊǎ όΨлт! ςфƳ Ψлу!ύ 

2004-9m 2008

Country US$ mln %

UK 721.8 11.6%

Netherlands 692.3 11.1%

Turkey 609.1 9.8%

UAE 555.4 8.9%

USA 525.8 8.5%

Kazakhstan 316.6 5.1%

British Virgin Islands 294.7 4.7%

Cyprus 283.3 4.6%

Azerbaijan 276.2 4.4%

Russia 249.8 4.0%

Subtotal 4,525.0 72.8%

Other 1,689.9 27.2%

Total 6,214.9 100.0%

March 2009www.georgia.gov.ge 

Sectors % of total

Transport & Communications 23.4%

Manufacturing 17.6%

Energy 16.9%

Services 13.2%

Construction 12.0%

Banking 6.7%

Agriculture 0.9%

Other 9.2%

Total 100.0%

Source: Department of Statistics  of Georgia

499.1 449.8

1,190.4

2,014.8

1,105.4

0

500

1,000

1,500

2,000

2,500

2004 2005 2006 2007 9m 2008

U
S

$
 



2
,2

6
7

2
,8

1
0

3
,6

9
5

4
,9

7
3

5
,7

9
1

5
,8

0
5

23.1% 24.2%
26.8%

29.3% 30.4%
27.2%**

0%

5%

10%

15%

20%

25%

30%

35%

0

1,000

2,000

3,000

4,000

5,000

6,000

7,000

2004 2005 2006 2007 2008E 2009F

Budget Revenue* (LHS) Budget Revenue* as % of GDP (RHS)

Fiscal and Monetary Performance
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Tax revenue performance

Conventional deficit (cash basis)***

*Consolidated Budget
** Decrease in budget revenue as percent of GDP is caused by tax cuts effective from 1 January 2009
*** GFS 86 Classification
Source: Ministry of  Finance of Georgia

Source: Ministry of  Finance of Georgia

(GEL mln)

Exchange rate evolution

Consumer price index (y-o-y) 

Source: National Bank of Georgia

Source: National Bank of Georgia
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Summary of Reforms
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ÅEradicating corruption

ÅCivil service reforms

ÅLabour code  reforms

ÅEstablishing rule of law

ÅEnergy solutions

ÅDeep deregulation ςlimiting state intervention

ÅDramatically simplified licensing 

ÅReformed and simplified the Tax Code and the Customs Code

ÅImproved tax administration and enforcement

ÅReduced taxes

March 2009www.georgia.gov.ge 
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Reforms ςCreation of Favourable Market Environment
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7-15 
August

ÅBanking Sector ς
minimal 
interruptions, 
lending & online 
banking suspended

ÅEnergy Sector ς
Georgia continues 
exporting 
electricity

ÅTransport & 
LogisticsςPartial 
blockade of Poti 
and Georgian 
Railway

15-22 
August

22-29 
August

ÅBanking Sector ς
lending 
restrictions 
abolished, online 
banking resumed

ÅEnergy Sector ς
no interruptions 
in electricity or 
gas supply

ÅTransport & 
Logistics ςflights, 
port  & railway 
operations 
resumed (almost) 
in normal way

September

ÅBanking Sector ς
Business (almost) 
as usual

ÅEnergy Sector ς
Business as usual

ÅTransport & 
Logistics ς
Business (almost) 
as usual

October-
February 

2009

ÅBanking Sector ς
Business as usual, 
but very low net 
new lending

ÅEnergy Sector ς
Business as usual

ÅTransport & 
Logistics ς
Business as usual

ÅUS$4.5 bn donors 
pledge 

ÅGEL2.2 bn fiscal 
economic 
stimulus

!ǳƎǳǎǘ Ψлу /ƻƴŦƭƛŎǘ

Georgian Economy Overview 9

Russian 
forces 
invade 
Georgia

Sarkozy
plan signed; 
Fighting 
stops

Partial pull 
back of 
Russian 
troops

EU observers 
deploy into 
conflict 
affected areas

Geneva 
negotiations 
launched between 
the parties

The Charter on Strategic 
Partnership between 
Georgia and the United 
States was signed



March 2009www.georgia.gov.ge 

Å PoliticalRiskInsurance

Å Government of Georgia plans to launch political risk re-insurance (PRI)
services to the strategic and portfolio investors seeking investment
opportunitiesin Georgia

Å PRIwill minimize the exposureto political risks that some of the investors
comeacrosswhile investingin Georgia

Å Assetsandinvestmentsof anysizeandin anyindustrycanbe insured

Å EUMissionin Georgia

Å EUobserversdeployedinto conflictaffectedareasof Georgia

Å US-GeorgiaCharteron StrategicPartnershipsignedon 9 January2009

Å TheCharteris basedon the principlesof strategiccooperationbetween the
two statesandsupportfor the sovereignty,independence,territorial integrity,
inviolabilityof bordersandthe strengtheningof democracyandstability

Georgian Economy Overview 10

Geopolitical Risk Insurance
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ÅGeorgia has bilateral treaties on investment promotion and protection with the 
following 25 countries  

Georgian Economy Overview 11

Bilateral Treaties on Investment Promotion

1. Austria 14. Israel 
2. Azerbaijan 15. Moldova 
3. Armenia 16. Netherlands 
4. Belgium 17. Romania 
5. China 18. Turkey 
6. Egypt 19. Turkmenistan 
7. Finland 20. Sweden 
8. France 21. Ukraine 
9. Greece 22. Uzbekistan 
10. Kazakhstan 23. USA
11. Kyrgyzstan 24. Luxemburg 
12. Italy 25. Czech Republic - pending
13. Iran 
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US-Georgia Charter of Strategic Partnership 
ÅOn 9 January2009, the Charteron StrategicPartnershipbetweenGeorgiaand the

UnitedStateswassigned

ÅAccordingto the charter:

Á United Stateswill undertakea Programof EnhancedSecurityCooperationthat will increaseGeorgian
capabilitiesandstrengthenDŜƻǊƎƛŀΩǎcandidacyfor NATOmembership

Á Recognisingthe threats to global peaceand stability, Georgiaand the United Stateswill expandthe
scopeof their defense

Á In order to improvecooperationin the fieldsof trade andeconomy,Georgiaand the UnitedStateswill
updateBilateralInvestmentsTreaty,expandGeorgianaccessto the GeneralSystemof Preferencesand
explorethe possibilityof a FreeTradeAgreement

Á Georgiaand the UnitedStateswill promote economicreformsand liberalization,enhancejob creation,
economicgrowthandimprovementof businessclimate

Á The sides will explore opportunities for increasingDŜƻǊƎƛŀΩǎenergy production and enhance the
physicalsecurity of energy transit through Georgiato Europeanmarkets. Throughcooperationwith
Azerbaijanand Turkey,Georgiaand the United Stateswill developa new SouthernCorridor to help
Georgiaandthe restof Europesecureimportsof naturalgassuppliesfrom AzerbaijanandCentralAsia

Georgian Economy Overview 12
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New Wave of Democratic Reforms
ÅNew wave of democracy implies the reforms in order to have a stronger 

Parliament, more effective means of control and oversight between the 
branches of government, more free and unbiased media and more 
independent judiciary 

ÁStronger Parliament and enhanced oversight

ÁProperty rights

ÁGreater media openness

ÁEnhanced independence of the judiciary

ÁLifetime appointments of Judges

ÁTrials by jury

Georgian Economy Overview 13
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Global Financial Crisis
ÅLƴ hŎǘƻōŜǊ нллуΣ Dƭƻōŀƭ CƛƴŀƴŎƛŀƭ /Ǌƛǎƛǎ ƛƳǇŀŎǘ ƻƴ DŜƻǊƎƛŀΩǎ ƳŀŎǊƻŜŎƻƴƻƳƛŎ 

outlook through decreasing exports and other related indicators

Georgian Economy Overview 14

Real GDP growth ς2008E

* Government of Georgia's forecast
Source: Economist (Economic and Financial Indicators - Output, prices and jobs)
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Fiscal Revenue Performance

Central Bank Reserves

Source:  National Bank of Georgia

Source:  Ministry of Finance of Georgia

Å IMF stand-by arrangement facility program was signed in September 2008 for US$ 750 mln, of which US$250 mln was received at 
the end of the September 2008

Å Increases in FX reserves was stem from the IMF stand-by arrangement facility program and budgetary support of donors

IMF Facility 
9
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wŜǎƛƭƛŜƴǘ 9ŎƻƴƻƳȅΣ ŎƻƴǘΩŘ
aн ŀƴŘ aо ǾǎΦ b.DΩǎ C· wŜǎŜǊǾŜǎ 

NBG interventions 
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M2 and M3 Performance 
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New property registrations Mortgages

Secondary market purchases Real estate registrations

Source:  Ministry of Finance of Georgia

Source: National Agency of Public Registry
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Current account deficit*

Exports and imports**

/!DwόΨлп-ΩлфCύΥ нл҈                                /!DwόΨлп-ΩлфCύΥ мо҈ 

*Updated as of 18 March 2009
Note: Donor inflows include both public and private sectors
Source: National Bank of Georgia, Minister of Finance of Georgia

**Export & import of goods and services 

Source: National Bank of Georgia
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ÅAs of 31 December 2008, Georgia has already entered into agreements for or received 30%  (US$1,366 million,  
10.7% of 2009 forecast GDP) of the total donors pledge to private and public sectors

ÅAdditional projects have already been indentified and agreements have been reached on the amount of 
US$2,189 million  (48% of total pledge, 17.2% of 2009 forecast GDP) to be formally committed in 2009-2011

ÅGovernment of Georgia has been working and negotiating the terms and conditions on the remaining amount of 
US$980 million, 22% of total pledged amount

Donor US$ million

World Bank 530

EBRD 927

Asian Development Bank 300

IFC 350

EuropeanInvestment Bank 330

USA 1,000

EC 638

EU members 174

Japan 200

Other states 88

Total 4,535

¢ƘŜ 5ƻƴƻǊǎΩ tƭŜŘƎŜǎ ƻŦ ¦{ϷпΦр ōƛƭƭƛƻƴ
Aid by donors Aid by sectors

Georgian Economy Overview 19

Sector US$ million

IDPs support;e.g. IDPs housing 350

Transport infrastructure 682

Energy infrastructure 381

Urban and municipal infrastructure 210

Finance andbanking 1,105

Non- sectoralsupport 586

Unallocated 1,221

Total 4,535

Source: World Bank, European Commission Source: World Bank, European Commission 
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Implementation Of The Pledge Made At The International Donors' 
Conference For Georgia (Brussels, 22 October 2008)* 

2008  US$ mln
(formally committed)

2009 US$ mln (formal 
commitments pipeline)

Loan Grant Loan Grant
Public Sector
1. Budget Support 110.0 291.5 80.0 60.9
2. Internally Displaced Persons 30.5 141.9
3. Core Recovery of the Georgian Economy 159.1 128.2 1,179.6 10.2

Infrastructure ςTransport 20.0 60.0 875.1
Infrastructure ςEnergy 14.0 279.4
Infrastructure ςMunicipal 139.1 34.9 25.1 10.2
Agriculture 13.0
Environment 6.4

4. Other 5.8 62.6 355.9
Total Public Sector 275 513 1,260 569

Private Sector
EBRD (real sector, banking) 220 200
IFC (real sector, banking) 172 160
FMO (banking) 10 To be Discussed
OPIC (real sector, banking) 176 To be Discussed
Total Private Sector 578 360

Total Public and Private 853 513 1,620 569
Of which: Grants 1,082 USD million

Loans   2,472 USD million
*The break-down does not include assistance managed exclusively by donor agencies

Examples Of Infrastructure Projects: 

Å500 kv. Power Transmission Line (EBRD, EIB, KfW) ÅSouth Georgia Road (MCG)

ÅEast-West Highway Improvement Project (WB, Japan)ÅSecondary and Local Roads (WB)

ÅAdjara Bypass Road (ADB) ÅRehabilitation of Communal Infrastructure Facilities in Batumi (KfW)

ÅVaziani-Gombori-TelaviRoad (WB) ÅRegional and Municipal Infrastructure Development Projects (ADB, EBRD)
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Diversified Trade Structure
ÁWTO member since 
2000

ÁSimplified customs 
regime since August 
2006, new customs 
code became effective 
in 2007 and was 
upgraded in 2009

ÁNo quantitative 
restrictions on trade

ÁZero tariff on the 
majority of goods

ÁOne of the two 
beneficiaries of the EU 
GSP+ Scheme in the CIS 
since 2006, granting 
local companies the 
right to export 7,200 
categories of goods 
duty-free

ÁShare of EU in exports 
up to 26% from 17% in 
2003

ÁGeorgia Turkey FTA 
was signed in 2008

Export structure* by country, 2008 Import structure* by country, 2008

Export structure* by product, 2008 Import structure* by product, 2008

Source: Department of Statistics of Georgia Source: Department of Statistics of Georgia

Source: Department of Statistics of Georgia
* Export & import of goods only Source: Department of Statistics of Georgia
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The Economy Remains Resilient
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ÅIƻǿŜǾŜǊ Ǝƭƻōŀƭ ŦƛƴŀƴŎƛŀƭ ŎǊƛǎƛǎ ǎƭƻǿŜŘ Řƻǿƴ DŜƻǊƎƛŀΩǎ ŜŎƻƴƻƳȅΣ ƛǘ ǎƘƻǿŜŘ ŀƴƻǘƘŜǊ ǎǘǊƻƴƎ 
resilience due to the following reasons

Å IMF US$750 stand-by arrangement facility completed in early September 2008

ÅUS$4.5 bnŘƻƴƻǊ ŦǳƴŘƛƴƎ ǇƭŜŘƎŜŘ ƛƴ ƭŀǘŜ hŎǘƻōŜǊ нллу ŀǘ ǘƘŜ LƴǘŜǊƴŀǘƛƻƴŀƭ 5ƻƴƻǊǎΩ 
conference

ÅDƻǾŜǊƴƳŜƴǘ ƻŦ DŜƻǊƎƛŀΩǎ  D9[ нΦн bn fiscal  stimulus package for 2009

Å¦ƴƭƛƪŜ ƛǘǎ /L{ ŀƴŘ /99 ǇŜŜǊǎΣ DŜƻǊƎƛŀΩǎ ōŀƴƪƛƴƎ ǎŜŎǘƻǊ ǊŜƳŀƛƴŜŘ Ǌƻōǳǎǘ ŘǳŜ ǘƻ ƛǘǎ ƘƛƎƘ ŎŀǇƛǘŀƭ 
adequacy ratio (CAR) ςaverage CAR for the past five years has been 19%

ÅGeorgia enjoys

ÅFavorable public debt performance (total public debt as percent of GDP decreased form 
56% in 2003 to 29% in 2008)

ÅFlat, low and easy taxation system

ÅSpecial taxation regimes introduced (international financial company, free industrial 
zone, free warehouse company)

Å Increasing integration into the global economy

ÅDouble-Taxation Treaties (DTT) with 24 countries

ÅFree Trade Agreements (FTAs) in effective discussion with many key countries

ÅGSP+ with the EU extended

ÅEnergy supply stability 

March 2009www.georgia.gov.ge 
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9ŎƻƴƻƳȅΩǎ {ǘƛƳǳƭǳǎ tŀŎƪŀƎŜ - GEL 2.2 bn, Social Package - GEL1.6 bn
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Source: Mministry of Finance of Georgia

State Budget, GEL mln (including donors financing through budget)

ÅMain roads (road dept.) 520

ÅOther roads (MCG, MDF) 180

ÅWater utilities 120

ÅRegional projects 150

ÅIDP housing 140

ÅEducational infrastructure 80

ÅIrrigation, river border construction 30

ÅOther 230

Subtotal 1,450

Taxdecrease 250

Donor financing, outside of budget 500

Grand total 2,200

ÅNew approach ςincreased social benefits for the most vulnerable
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Favourable Public Debt Performance
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Source: Ministry of Financeof Georgia

External public debt service

Breakdown of public debt Comments

Â Georgiaõs economy is quite unleveraged  compared to other 

emerging market economies

Â Georgiaõs public debt is 29% of GDP in 2008 down from 56% in 

2003

Â Paris club rescheduling in 2001 and 2004

Â Georgia repaid all debt to China in 2006 and pre -paid all debt 

to Austria

Â The external debt is all multilateral or bilateral and significant 

share is highly concessional

Â This explains why the government debt service burden is low

Â Eurobonds debut issuance of US$500 mln in April 2008

General government debt as % of GDP, 2007 

* Increase in  General government debt as percentage of GDP in 2008 is caused by Eurobond issuance
Source: Ministry of Finance of Georgia, Institute of International Finance
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