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The share of air travel in arrivals to Georgia is increasing. Road travel remains the leading form of
arrival transportation, as most of the visitors come from neighboring countries. However, the share of
visitors travelling by car decreased from 85.0% in 11M15 to 81.4% in 11M16, while the share of visitors
arriving by air has increased from 13.2% in 11M15 to 17.0% in 11M16, reaching 1.0mn visitors. The
majority of arrivals (78.9%) in 11M16 came in through the Thilisi International Airport, while Batumi and
Kutaisi accounted for a further 12.7% and 8.4%, respectively. All three airports posted strong growth,
with air arrivals up 25.3% yly in Thilisi, 70.5% yly in Batumi, and 47.3% y/y in Kutaisi in 11M16.
Seasonal flights from Batumi to Aktau, Saint-Petersburg, Moscow, Dnipropetrovsk, Minsk, Kiev,
Tehran, and Sharjah were the main drivers of growth in arrivals to Batumi, while the launch of new
direct routes from Kutaisi to Berlin Schonefeld, Munich Memmingen, Dortmund, Milan Bergamo,
Larnaca, and Sofia drove 98.5% yly growth in arrivals to Kutaisi September through November.

Thilisi and Kutaisi international airports are increasing their capacity to receive passengers.
TAV Georgia has started the construction of a second terminal at the Thilisi International Airport, with
an estimated investment of US$ 60.0mn. The new terminal, expected to be operational by end-2017,
will increase the capacity of the Thilisi International Airport to 4.0mn passengers. According to the 2017
state budget draft, GEL 30.0mn will be allocated for the construction of an additional terminal at the
Kutaisi International Airport. The government is also working on the development of domestic airports.
The Ambrolauri Airport is expected to be completed by end-2016 and construction of the Omalo Airport
will commence in the near future.

For the first time in recent history, the winter season in Georgia opened early. Thanks to
favorable weather conditions, Gudauri and Goderdzi sky resorts opened doors to visitors on December
10t, while the season will open in Bakuriani on December 17%. The brand new Tetnuldi ski resort will
open on December 24t followed by the Kokhta-Mitarbi resort on December 25%. Development of
winter resorts saw the addition of three new ski lits to Gudauri, adding to the seven lifts already in
operation, while four new lifts will be opened in Tetnuldi and three in Mitarbi.

According to the 2017 state budget draft, GEL 111.0mn will be allocated for winter resort
development. Over half of that amount (GEL 60.0mn) will be spent on the construction of a 7.5km
Kobi-Gudauri ski zone, while GEL 25.0mn will be allocated for the creation of an artificial lake in
Bakuriani. Furthermore, GEL 20.0mn will be invested in the construction of a Mestia-Hatsvali ski lift.

Figure 1: Visitor breakdown by airports, mn
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Key indicators

International arrivals, 2015 5,901,094
Tourist arrivals, 2015 2,278,562
Tourism receipts to GDP, 2015 13.9%
Visa-free regime 94 countries

Direct flight routes out of Georgia 57
Carriers servicing Georgia 30
Accommodation units 1,749
Rooms 24,157

Source: Official data

Table 1: Visitors by country, ‘000

Country 11M16 yly growth
Azerbaijan 1,403 9.8%
Armenia 1,332 1.0%
Turkey 1,171 -9.4%
Russia 981 13.0%
Ukraine 162 22.4%
Iran 139 494.0%
Israel 89 56.7%
Kazakhstan 46 33.8%
Poland 43 6.5%
Germany 39 9.4%
Belarus 36 29.7%
USA 32 10.0%
India 31 216.3%
Saudi Arabia 21 117.5%
Greece 19 3.9%
Others 320 22.8%
Total 5,865 7.9%

Source: GNTA

Figure 2: Visitor breakdown by transportation types, mn
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Government of Georgia announced the planned development of winter sport infrastructure in
Bakuriani. Design works have commenced for an Olympic standard biathlon track in Bakuriani, with
the involvement of Georgian and French experts, which will allow the resort to host international
sporting competitions in the near future. GEL 10.0mn will be spent on the biathlon track project, which
will include a rifle range and a stadium for spectators. Furthermore, an ice hockey, curling, and speed
skating rink, with the capacity of 1000 spectators, along with the reconstruction of ski-jumping hill
infrastructure over 2017-2019, are also in the pipeline for the Olympic standard infrastructure
development at the resort.

The first stage of the Kokhta-Mitarbi project has been completed and the new resort is ready to
host visitors. The Kokhta-Mitarbi resort is a public private partnership (PPP) between the state-owned
Mountain Resorts Development Company and Georgian Reconstruction and Development Company.
The government finalized the construction of new ski lines and three new ski lifts, while GRDC took on
the responsibility to invest US$ 10.0mn at the initial stage of the project in a complex that will feature
600 apartments. The complex will be ready to host the first guests by the end of 2017, while the new
ski lines are already open to visitors in the upcoming 2016-2017 season. The next stage of the project
entails preparing a general plan for the development of the new resort over the next 10-15 years, with
the involvement of leading European companies in mountain resort planning.

International Arrivals to Georgia

The number of international arrivals was up 5.1% yly to 0.46mn in November 2016. Out of the top
five source markets, there was strong growth from Armenia (+10.8% yly), Russia (+9.8% yly), and
Ukraine (+15.9% y/y), while arrivals were down from Azerbaijan (-1.8% yly) and Turkey (-12.1% yly).
Arrivals from the EU were up 26.0% y/y to over 14,000 visitors.

The number of international arrivals is up 7.9% yly to 5.86mn visitors in 11M16. The number of
visitors increased from all major countries except for Turkey in 11M16. Russia and Ukraine posted
double-digit growth rates, while Azerbaijan (+9.8%) was the single largest contributor to overall growth.
The number of Turkish visitors has been on the decline for six consecutive months, starting in June
2016, largely due to political unrest in the country, resulting in a 9.4% y/y drop in visitors in 11M16.

While the top four source markets accounted for 83.3% of international arrivals in 11M16,
secondary source markets also posted robust performances. Georgia has benefited from visa-free
travel reinstatement for Iranian citizens in February 2016, with the number of Iranian visitors increasing
at triple-digit rates, compared to last year. The number of Iranian visitors in 11M16 is up almost 6.0x to
139,000. The number of Israeli visitors during the same period is up 1.5x to nearly 89,000 visitors.
Ukraine, the 5 largest source market, posted a 22.4% yly increase in 11M16, more than
compensating for the 2015 drop in the number of Ukrainian visitors caused by political tension in the

country.
Figure 3: Visitors by country, mn Figure 4: Visitors by country, mn
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Tourist arrivals continue to be the driver of growth in November 2016. The number of overnight
visitors (‘tourist’ category) was up 14.1% yly and accounted for 35.9% of total international arrivals.
Same-day arrivals posted modest growth of 3.1% yly, while the number of transit visitors decreased
4.5% yly. The number of tourist arrivals is up 19.3% yly in 11M16 to 2.54mn, compared to 2.13mn in
11M15. The number of same-day visitors is up 4.3% yly in 11M16, while the number of transit visitors
is down 5.0% yly.

Figure 5: Visitors by type, mn Figure 6: Visitors by type, mn
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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 faimess, 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.
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