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Area: 69,700 sq km

Country Overview

Population (2009E): 4.4 min
Life expectancy: 74 years
Official language: Georgian
Literacy: 100%
Capital: Thilisi
Currency (code): Lari (GEL)
GDP 2008: US$12.8 bin
GDP real growth rate 2008: 2.1%
GDP CAGR ‘03-'07 9.3%
GDP per capita 2008 (PPP): US$4,863
Inflation rate (e-0-p) 2008: 5.5%

External debt to GDP YE2008: 21.4% - : :
Georgia is theonly country moving from negative
2003 2008 to stable outlook in the Fitch Ratings 2009

Nominal GDP (mIn GEL) 8,564 19,070 FitchRatings

GDP per capita (GEL) 1972 4,351 B+/Stable
Total budget revenues (min GEL) 1,368 5,854 B+/Negative

Source: Department of Statistics of Georgia BB/Stable
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Fundamental Policies;: What We Believe In

U The rule of law & property rights

U Minimal state fiscal footprint

U Few, low and flat taxes

U Minimal social security burden on businesses
U Sound money

U Inflation targeting, single-digit inflation
U Free trade, no customs tariffs or netariff barriers

U Flexible labour marketwith minimal state interference in employer-employee
relations

U Limited government
U Deregulation
U Dramatically minimized and simplified licensing
U Aggressive privatisation
U Meanstested, focused state assistance to the poor
U Lean and efficient civil serviceproviding value for taxpayers’ money
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What We Believe In: Ensuring No Policy Drift

U The constitutional Law on Economic Liberty, Opportunity and Digrfthe Liberty Act)

U The Liberty Act constitutionally enshrinesour basic policies, reassuring investors that no policy
reversal or policy drift is possible
U Fiscal responsibility
a Government expenditure capped at 30% of GDP

a Budget deficit capped at 3% of GDP
a Government debt capped at 60% of GDP

U No restrictions on currency convertibility or repatriation of capital & profit
a Has been the case in Georgia since 1995

U Ban on state ownership of banks and on the imposition of price controls
a No state-owned banks since 1995 and no price controls since the early 1990s

U Ban on an increase in the number of licenses and permits

UBan on an increase in the number of state or independent regulators setting tariffs
a Currently, independent regulators exist only in financial services, communications and utilities

U Meanstested assistanceendered through vouchers and other ways that empower citizens and
give them choice (in healthcare, education, etc), rather than by funding directly state-owned
service providers

U No new taxes or tax rate increases without a nationwide referendum
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Reform Driven Economic Success

GDP Net FDIBreakdown by Sector2007¢ 2008)
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Source: Department of Statistics of Georgia, Ministry of Finance of Georgia Source: Department of Statistics of Georgia
Agriculture 8.9% Manufacturing Country US$ mlr Share in total
8.2% . UK 614 10.7%
Consiruetion UAE 526 9.2%
Other 29.0% / ' Netherlands 492 8.6%
Transportation & Turkey 491 8.6%
/Communiocations USA 457 8.0%
10.0% British Virgin Islands 408 7.1%
) Financial Kazakhstan 316 5.5%
A dm?#iglr;tion / Intermediation Czech Republic 279 4.9%
14.9% 2.1% Cyprus 263 4.6%
Healthcare & Bahamas 214 3.7%
Trade 13.9% Education 7.6% Subtotal 4060 71.0%
Other 1 658 29.0%
Nominal 2008 GDP is US$12,797 min Total 5718 100.0%
Source: Department of Statistics of Georgia Source: Department of Statistics of Georgia

* WWWw.georgia.gov.ge Georgian Economy Overview October 2009 4



Recipe for Georgia’s Economic Performance

U Continued and irreversible reforms
U Diversified structure of economy
U Resilient and well-capitalized banking sector

U Strong international financial support
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Trade Regimes
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WTO member since 2000

Simplified customs regime since 2007, continued reforms at customs
No quantitative restrictions on trade

Zero tariff on the majority of goods

EU GSP+ scheme since 2006, granting local companies the right to export 7,200
categories of goods duty-free

Share of EU in exports up to 26% in 2008 from 17% in 2003

Free trade regime with CIS countries

Georgia-Turkey FTA since 2008

Promising deep & comprehensive FTA with the EU

Bilateral treaties on investment promotion and protection with 30 countries

Double taxation treaties with 26 countries
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Diversified Trade Structure

Export Structure * by Country, 2008 Import Structure * by Country, 2008

China 0.7% Kazakhstan 1.1%

Kazakhstan 1.3% Turkmenistan |

Other 6.0% 2.8%

/_ EU Countries China 5.0%
25.8% USA 4.1%/
United Arab /

Armenia 1.2%

Russia 1.9%

Others 10.4%

United Arab

Emirates 0.8%
Canada 8.7% /

Emirates 4.8% EU ggg;/tnes
Russia 6.7%
Vlaaine 7.0% / Turkey 19.5% Ukraine 10.7%_|
Armenia 7.2%
Azerbaijan, \ USA 7.2% Azerbaijan 10.2% Turkey 14.9%
14.2%
Source: Department of Statistics of Georgia Source: Department of Statistics of Georgia

e Rl 011 &:6a53.3%  Pharmaceuticals 1.3% Plastic 2.8% ~ y~"2Per16%
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. 0.3%
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Stones 6.5% 4.1% Others 39.2%
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Beverages, Spirits 0 Pharmaceuticals,
& Vinegar 7.7% Others 16.3% 3.3%
Vehicles 7.6% Cereals 3.3% Mechanical
3 Equipment &
Fertilizers 6.7% Vehicles 12.2% / — " Electrical
F Metal : Machine
Coppers & Gold / err%lifz%eta s Oil & Gas 18.3% 20.1% ?
8.8%
Source: Department of Statistics of Georgia Source: Department of Statistics of Georgia
* Export & import of goods only
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Bilateral Treaties

UGeorgia has bilateral treaties on investment promotion and protection with the
following 30 countries

1. Armenia 7. Czech Rep. 13.  Iran 19. Lithuania 25.  Turkmenistan
2. Austria 8. Egypt 14.  lsrael 20  Moldova 26.  Luxemburg

3. Azerbaijan 9. Finland 15.  Iltaly 21.  Netherlands 27. UK

4, Belgium 10.  France 16. Kazakhstan 22. Romania 28.  Ukraine

5. Bulgaria 11.  Germany 17.  Kyrgyzstan 23.  Sweden 29. US

6. China 12.  Greece 18. Latvia 24, Turkey 30.  Uzbekistan

U Negotiations launched to conclude bilateral treaties with the following 24 countries

1. Bangladesh 6. Denmark 11. Jordan 16.  Norway 21.  Slovenia

2. Belarus 7. Estonia 12.  Korea 17.  Philippines 22.  Switzerland
3. Bosnia & Herz. 8. Iceland 13.  Kuwait 18.  Portugal 23.  Syria

4. Croatia 9. India 14.  Lebanon 19.  Saudis Arabia 24.  Tajikistan
5. Cyprus 10. Indonesia 15. Malta 20.  Slovakia

UGeorgia has concluded double taxation treaties with the following 26 countries

1. Armenia 7. Czech 13.  Greece 19. Lithuania 25. UK
2. Austria 8. Denmark 14.  Iran 20.  Netherlands 26.  Uzbekistan
3. Azerbaijan 9. Estonia 15.  Iltaly 21. Poland
4, Belgium 10.  Finland 16. Japan 22. Romania
5. Bulgaria 11.  France 17.  Kazakhstan 23.  Turkmenistan
6. China 12. Germany 18. Latvia 24.  Ukraine
U Georgia launched to conclude double taxation treaties with the following 9 countries
1. Cyprus 3. Israel 5. Malta 7. Slovenia 9. Switzerland
2. Hungary 4, Kuwait 6. Singapore 8. Spain

+ + .
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US-Georgia Trade Relations

U Georgia enjoys GSP with the US
a GSP covers around 3,400 products
a Only 17 products benefit currently

UUSGeorgia FTA is a priority
a One of the trade policy priorities of Georgia

a US-Georgia Charter on Strategic Partnership
Includes the prospect of future FTA
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EU-Georgia Trade Relations

U Georgia enjoys GSP+ with the EU
g Effective since 2005, extension to 2011
a GSP+ covers around 7,200 products

UEUGeorgia FTA preparations ongoing

g Feasibility conducted in 2008 — positive
conclusions

a Preparation and consultations launched
a Negotiations expected to start in 2010
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Thank You

Tamara Kovziridze

Chief Advisor to the Prime Minister
+995 32 921 106
ktamara@geo.gov.qge
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