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Global growth remains lackluster
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Risks are to the downside
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Commodity prices are expected to remain weak
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Outlook for Georgia’s and CCA’s key export markets

remains weak
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Regional growth sharply weakening, with a modest

recovery projected for 2017

Real GDP Growth 16
Georgia: Real GDP Growth
(Percent) 14 (Percent)

10 12

% 6||hmﬂh|u|

—CCA —0il Exporters ===Oil Importers 2

(@)
(0¢]

o N b

2000-14 2015 2016 2017

2001 2004 2007 2010 2013 2016




Exports and remittances are key channels through

which external conditions affect regional growth
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Growth has been supported by fiscal policy
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External shocks have led to significant exchange rate

movements within the CCA

Oil Exporters Oil Importers
(U.S. dollars per national currency, January (U.S. dollars per national currency, January
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Currency adjustment has helped unwind previous real

appreciations, but temporarily increased inflation

Real Effective Exchange Rates Nominal Effective Exchange Rates
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Fiscal and external vulnerabilities have increased...

Public Debt External Debt
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Financial vulnerabilities have also risen

Non-performing Loans
(Percent of Total Ioans)
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Note: NPLs in Azerbaijan include only the overdue portion of
the loans. In Kazakhstan, the reduction reflects the de-licensing
of a bank with significant NPLs and legislation changes allowing
banks to move NPLs to a Special Purpose Vehicle.
Turkmenistan's data are not available.
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NBG responded well to the external shocks
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For Georgia, large individual exchange rate variations

masks limited effective exchange rate movements
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Lari depreciation against USD has supported exports

and remittances (in Lari)
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Despite dollarization, banking system remains

healthy after the depreciation against USD
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Georgia’s external position remains relatively weak
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to the outlook are tilted to the downside

Further weakening of prices for oil and other
commodities

Increase in global risk aversion and financing costs

Increase in global protectionism and/or
Slower domestic reforms
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I Macroeconomic and Financial Policy Priorities

Fiscal

* Continue to support growth in the near term if budget space and
buffers allow

* Develop credible medium-term consolidation plans to ensure

sustainability

v

Monetary

* Focus on inflationary pressures taking into account growth and financial
stability

* Strengthen monetary and exchange rate frameworks

N4

Financial Sector
* Improve supervision, macro-prudential policies, and crisis management
frameworks

i




Accelerating structural reforms remains key to

unlocking growth potential

Structural Reform Indicators
(In Global Percent Rank)
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Sources: Education Quality: Global Competitiveness Report; Financial Services: Global Competitiveness Report and Doing Business;
Control of Corruption: Worldwide Governance Indicators; Export Diversity: IMF/DFID Export Divertsity Index; Export Integration:
World Economic Outlook; and Doing Business: Doing Business Report.
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Key Takeaways

Commodity prices and growth in key trading partners are set to
remain low in the coming years.

A weak and fragile recovery is projected, amid subdued external
environment, rising vulnerabilities, and lower policy space.

Countries with buffers can support growth in the short run, but
multi-year fiscal consolidation plans are needed to ensure debt
sustainability.

Stronger monetary policy frameworks and improved financial
supervision can support more flexible exchange rates and reduce
risks to inflation and financial sector stability.

Structural reforms are needed to boost medium-term growth
prospects, improve living standards, and create jobs.
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Thank you!

To download this REO publication and presentation, please visit

http://wwwimf.org/external/country/ GEO/rr/index.htm




