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The number of international arrivals to Georgia grew 2.1% yly in 9M14 to 4.2mn. On a
full-year basis this translates into 5.6mn for 2014 (vs 5.4mn in 2013), which would be
short of our expectations. A lower number of arrivals from Turkey (26.5% of all arrivals
and the largest contributor) was the principal reason for the slowdown, mainly due to
the economic situation in that country. Arrivals excluding Turkey increased 8.0% yly in
9M14, including from Russia (+7.1% yly), Poland (+36.1% yly), Belarus (+48.8% yly)
and Ukraine (+21.1% yly). We expect other countries to continue growing robustly,
creating opportunities for hotel developments. The hotel pipeline remains strong with
more than 10 upscale and midscale international brand hotels set to open by 2016;
however we still think that demand is likely to outpace supply. Georgia’s National
Tourism Administration continues to pursue active promotional campaigns and
Georgia expects to host several important events in 2015 including the EBRD’s annual
shareholder meeting, the European Youth Olympic Festival and the UEFA football
Super Cup.

Visitors from other countries

The number of international arrivals to Georgia grew by just 2.1% yly in 9M14 to 4.2mn,
which translates into an annual 5.6mn for 2014 vs 5.4mn in 2013. Visitor numbers were
flat in August and down by 1.0% yly in September. Fewer arrivals from Turkey were the
main reason for the slowdown partly due to the weak Turkish lira and the elections
there. Typically the largest contributor of visitors, with 29.7% in 2013, Turkey's
contribution fell to 26.5% in 9M14 (number of arrivals -11.2% yly in 9M14). Armenia was
the second largest contributor in 2013, remaining flat this year (22.4%) and being
outpaced by Azerbaijan with a 23.3% share. On a positive note, total visitors (excluding
Turkey), grew by 8.0% in 9M14.

Growth to be 5-6% p.a. till 2019

We have revised our forecast and expect 5.6mn visitors this year vs. our previous
forecast of 6.1mn (the downward revision was mainly due to an unexpected slowdown
in Turkish visitors). We now envisage an overall growth rate of 5-6% per annum until
2019 and annual visitor growth of 8-9% ex-Turkey. We forecast around 7.4mn
international visitors in 2019 or 1.7x of the current population.

Visitor spending is stable

In terms of tourism receipts, visitor spending per capita was US$ 332 in 1H14 vs US$
333 in 1H13. In FY14, we expect around 4.9% yly growth in tourism receipts and
estimate that spending per visitor will grow 2.1% yly to US$ 327 from US$ 321 in
FY13.

Important tourist events lined up for 2015

Georgia’s National Tourism Administration is continuing its active promotional
campaign in Western and Eastern Europe, in the CIS and other countries. In addition,
there are major events lined up for 2015 which we estimate will bring in additional 40-
50,000 visitors. The events are important for the country’s image, in our view. Tbilisi, in
particular, will host a number of events in the near future including the European Youth
Olympic Festival 2015 and UEFA football Super Cup in 2015.
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Figure 1: International arrivals trend, mn

0.8 .
0.7 ,/

06 /0

0.5 3 0\.\

0.4 $m=g=o Sy
0.3 | =«

0.2
0.1

0.0

N X
300 er @'é ?S? @'SX 5\)Q §° YQQQGQ Oo eOA OQJO
2012 e 2013 w2014
Source: GNTA

Figure 2: Number of visitors by country,
9M13 vs 9M14 (mn)
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During 9M14, arrivals from Russia increased 7.1% yly as direct flights were introduced
between Russia and Georgia. The number of arrivals from Belarus (+48.8% yly),
Poland (+36.1% yly) and Ukraine (+21.1% yly) also increased, stimulated by active
promotional campaigns and the introduction of direct flights to some destinations. The
accessibility of destinations at an affordable cost is important for the future growth of
international arrivals to Georgia, and the announcement of new budget airlines
entering the market such as Air Arabia and Air Cairo is positive in this regard.

We forecast that growth will remain robust (at 5-6% per annum on average) and
demand for hotel beds to exceed the current supply in Georgia by around 40% in
2019. Our expectation is based on the rising trend of visitors from Western and
Eastern European countries (shares of which are very small currently) as well as CIS,
where active marketing campaigns are taking place. We assume that the share in
arrivals of Eastern European countries (where per capita GDP is higher than in the
most CIS countries) to gradually grow which may result in more tourism inflows in the
future.

We expect growth in arrivals from other countries (besides Turkey) to remain robust,
creating opportunities for hotel developments. The current hotel pipeline remains
strong with more than 10 upscale and midscale international brand hotels due to open
by 2016; however we still think that demand is likely to outpace supply, especially in
the medium and lower price brackets. There are more than 400 hotels (of which less
than 5% are branded) in operation in Georgia with roughly 11,000 rooms. The future
pipeline mainly concentrates on major tourist attractions, the capital Tbilisi and seaside
resort Batumi.

Name City Opening year
Rixos Thilisi N/A
Park Inn Thilisi 2015
Millennium Hotel Thilisi 2016
InterContinental Thilisi 2016
Kempinski Batumi N/A
Crown Plaza Batumi N/A
Hilton Batumi N/A
Swiss Hotel Batumi N/A
Babylon Tower Batumi N/A
Radisson Blu Tsinandali 2016
Rixos Borjomi 2014
Crown Plaza Borjomi Borjomi N/A

Note: We updated the table to include Rixos Hotel Borjomi
Source: Tophotelprojects

On September 1, Georgia introduced visa requirements for citizens of 13 countries,
among them Iraq and several Latin American and Caribbean states. Visa-free entry
was maintained for more than 90 countries and territories (see appendix for the
complete list). Citizens of those countries will be able to stay in the country without a
visa for a maximum of 90 days in any 180-day period. We do not expect new
legislation to hinder international arrivals in the future.
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Appendix

Table 2: Countries with visa-free entry to Georgia

1.
2
3
4.
5
6
7

8.
9.

10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.
24,
25.
26.
27.
28.
29.
30.
31.
32.
33.
34
35.
36.
37.
38.
39.
40.
41.
42.
43.
44
45.
46.
47.

Antigua and Barbuda

. Argentina
. Barbados

Belize

. Bosnia and Herzegovina
. British dependent territories — Guernsey, Jersey, Isle of Man;
. British overseas territories — Bermuda, Cayman Islands, British Virgin Islands, Falkland Islands,

Turks and Caicos
Canada
Australia
Dominican Republic
Commonwealth of the Bahamas
Czech Republic
Germany
Brazil
France
French territories - French Polynesia, New Caledonia
Luxembourg
Hellenic Republic
Holy See
Hungary
Iceland
Ireland
Italy
Japan
Denmark
Bahrain
Belgium
Denmark territories — Faroe islands, Greenland;
Netherlands territories — Aruba, the Netherlands Antilles;
Norway
Saudi Arabia
Spain
Sweden
Thailand
Netherlands
Kyrgyzstan
Lebanese Republic
Malaysia
Montenegro
Nation of Brunei
New Zealand
Portugal
Principality of Liechtenstein
Principality of Andorra
Principality of Monaco
Korea
Albania

48.
49
50.
51.
52.
53.

. Colombia

55.
56.
57.
58.
59.
60.
61.
62.
63.
64.
65.
66.
67.
68.
69.
70.
7.
72.
73.
74.
75.
76.
7.
78.
79.
80.
81.
82.
83.
84.
85.
86.
87.
88.
89.
90.
91.
92.
93.
94.

Armenia
Austria
Azerbaijan
Belarus
Botswana
Bulgaria

Costa Rica

Croatia

Cyprus

Ecuador

El Salvador
Estonia

Finland

Honduras
Kazakhstan

Latvia

Lithuania

Malta

Mauritius

Moldova

Panama

Poland

Romania

San Marino

Serbia

Seychelles
Singapore
Slovenia

South Africa
Tajikistan

Turkey

Uzbekistan
Russian Federation
Saint Vincent and the Grenadines
Slovak Republic
Israel

Kuwait

Qatar

Oman

Switzerland
Turkmenistan
Ukraine

United Arab Emirates
Great Britain
Mexico

United States of America

Source: Ministry of Foreign Affairs of Georgia

Table 3: Countries Georgia imposed visa requirements on, as of September 1, 2014

1. Bolivia 8. Peru

2. Chile 9. Saint Kitts and Nevis
3. Commonwealth of Dominica 10. Saint Lucia

4. Cuba 11. Suriname

5. Guatemala 12. Trinidad and Tobago
6. Iraq 13. Uruguay

7. Paraguay

Source: Ministry of Foreign Affairs of Georgia
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Disclaimer

This document is strictly confidential and has been prepared by JSC Galt & Taggart ("Galt & Taggart"), a member of JSC Bank of Georgia group (‘Group”) solely for informational purposes and
independently of the respective companies mentioned herein. This document does not constitute or form part of, and should not be construed as, an offer or solicitation or invitation of an offer to buy, sell
or subscribe for any securities or assets and nothing contained herein shall form the basis of any contract or commitment whatsoever or shall be considered as a recommendation to take any such
actions.

Galt & Taggart is authorized to perform professional activities on the Georgian market. The distribution of this document in certain jurisdictions may be restricted by law. Persons into whose possession
this document comes are required by Galt & Taggart to inform themselves about and to observe any and all restrictions applicable to them. This document is not directed to, or intended for distribution,
directly or indirectly, to, or use by, any person or entity that is a citizen or resident located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be
contrary to law or regulation or which would require any registration or licensing within such jurisdiction.

Investments (or any short-term transactions) in emerging markets involve significant risk and volatility and may not be suitable for everyone. The recipients of this document must make their own
investment decisions as they believe appropriate based on their specific objectives and financial situation. When doing so, such recipients should be sure to make their own assessment of the risks
inherent in emerging market investments, including potential political and economic instability, other political risks including without limitation changes to laws and tariffs, and nationalization of assets,
and currency exchange risk.

No representation, warranty or undertaking, express or implied, is or will be made by Galt & Taggart or any other member of the Group or their respective directors, employees, affiliates, advisers or
agents or any other person as to, and no reliance should be placed on, the fairness, accuracy, completeness or correctness of this document and the information contained herein (and whether any
information has been omitted from this document) and no reliance should be placed on it. This document should not be considered as a complete description of the markets, industries and/or companies
referred to herein. Nothing contained in this document is, is to be construed as, or shall be relied on as legal, investment, business or tax advice, whether relating to the past or the future, by Galt &
Taggart any other member of the Group or any of their respective directors, employees, affiliates, advisers or agents in any respect. Recipients are required to make their own independent investigation
and appraisal of the matters discussed herein. Any investment decision should be made at the investor's sole discretion. To the extent permitted by law, Galt & Taggart, any other member of the Group
and their respective directors, employees, affiliates, advisers and agents disclaim all liability whatsoever (in negligence or otherwise) for any loss or damages however arising, directly or indirectly, from
any use of this document or its contents or otherwise arising in connection with this document, or for any act, or failure to act, by any party, on the basis of this document.

The information in this document is subject to verification, completion and change without notice and Galt & Taggart is not under any obligation to update or keep current the information contained
herein. The delivery of this document shall not, under any circumstances, create any implication that there has been no change in the information since the date hereof or the date upon which this
document has been most recently updated, or that the information contained in this document is correct as at any time subsequent to the date on which it is supplied or, if different, the date indicated in
the document containing the same. No representation or warranty, expressed or implied, is made by Galt & Taggart or any other member of the Group, or any of their respective directors, employees,
affiliates, advisers or agents with respect to the accuracy or completeness of such information.

The information provided and opinions expressed in this document are based on the information available as of the issue date and are solely those of Galt & Taggart as part of its internal research
coverage. Opinions, forecasts and estimates contained herein are based on information obtained from third party sources believed to be reliable and in good faith, and may change without notice. Third
party publications, studies and surveys generally state that the data contained therein have been obtained from sources believed to be reliable, but that there is no guarantee of the accuracy or
completeness of such data. Accordingly, undue reliance should not be placed on any such data contained in this document. Neither Galt & Taggart, any other member of the Group, nor their respective
directors, employees, affiliates, advisors or agents make any representation or warranty, express or implied, of this document's usefulness in predicting the future performance, or in estimating the
current or future value, of any security or asset.

Galt & Taggart does, and seeks to do, and any other member of the Group may or seek to do business with companies covered in its research. As a result, investors should be aware of a potential
conflict of interest that may affect the objectivity of the information contained in this document.

This document is confidential to clients of Galt & Taggart. Unauthorized copying, distribution, publication or retransmission of all or any part of this document by any medium or in any form for any
purpose is strictly prohibited.

The recipients of this document are responsible for protecting against viruses and other destructive items. Receipt of the electronic transmission is at risk of the recipient and it is his/her responsibility to
take precautions to ensure that it is free from viruses and other items of a destructive nature.

Head of Research Address: 79 D. Agmashenebeli Avenue, Thilisi 0102, Georgia
Ekaterina Gazadze | egazadze@gt.ge Tel: +(995) 32 2401111

Economist Email: research@gt.ge

Eva Bochorishvili | evabochorishvili@gt.ge

Economist
Alim Hasanov | ahasanov@gt.ge

Senior Associate
Giorgi Nakashidze | gnakashidze@gt.ge

Senior Associate
Giorgi Iremashvili | giremashvili@gt.ge

Analyst
David Kutidze | dkutidze@gt.ge

Analyst
David Ninikelashvili | dninikelashvili@gt.ge




