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Unemployment, fi scal crises 
and the failure of a nation’s 
government to provide 
stability are the top risks 
facing businesses globally 

while cyber risks are rising in impor-

tance, according to new data from a 
survey by the World Economic Fo-
rum (Forum).

The data published by strategic 
partners of the Forum’s Global Risks 
Report, Zurich Insurance Group and 
Marsh & McLennan Companies Ex-
ecutives shows that in most regions 
highlighted unemployment or ‘un-

deremployment’ and ‘fi scal crises’ 
as the two greatest risks, although 
those in North America and East 
Asia and Pacifi c regions were most 
concerned by cyber attacks and asset 
bubbles.
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Strong Q2 Data 
Puts Georgia’s 
Annual Growth 
on Track to 
Reach Target

Yaroslava BABYCH and Giorgi 
MZHAVANADZE

ISET 

Georgia’s annual growth 
rate for 2017 looks set 
to reach (or even ex-
ceed) the Georgian gov-
ernment’s 4% target. 

According to the preliminary statis-
tics released by GeoStat, Georgia’s 
real GDP growth was 4% year over 
year (YoY) in Q2 2017. Based on this 
data, the ISET-PI forecast model 
predicts a 5.1% GDP growth in 2017.

Georgia - Light Years Away
from Full Artificial Intelligence

The World 
is Running 
Out of 
Antibiotics, 
WHO Report 
Confirms
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Prices in GEL

Euro Super 2.45
Efi x Euro Premium 2.32
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Euro Diesel 2.05
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I n August 2017, FRUIT prices 
were 7.6% higher compared to 
the same month of 2016, and 
this was the fi rst case in 2017 
when year-to-year changes 

were positive. In August month-
to-month changes became posi-
tive too and the FRUIT sub-index 
rose by 2.3%.

The main contributors to m/m 
increase in FRUIT prices were 
domestically produced peach and 
nectarine, the price of which in-
creased by almost quarter com-
pared to July 2017. Nevertheless, 
nearly all the stone fruits (in-
cluding peach and nectarine) the 
AGRIndex tracks, were cheaper in 
August 2017 than in August 2016.

The main determinants of the 
increase in y/y FRUIT prices were 
Georgian apple and berries that in 
last 12 months gained, respective-
ly, more than 15% and 30% of their 
August 2016 values. Although a 
new campaign to distribute apples 
in Tbilisi public schools might 
have had its eff ects, decreased ap-
ple production in current year (due 
to spring frosts), and international 
trade fi gures fairly well explain 
the general rise in apple prices. 
The imports of this delicious fruit 

dropped by 2.7 million USD in the 
fi rst eight months of 2017 com-
pared to the same period of the last 
year, while the exports of Georgian 
apple more than tripled and nearly 

reached 1 million USD mark. The 
later argument applies to berries 
too — the trade surplus of these 
fruits increased by 0.26 million 
USD in January-August 2017 com-

pared to January-August 2016 that 
left  relatively less Georgian berries 
on the national market.

For the details of FRUIT price 
dynamics, see the chart below.

AGRINDEX: MAYBE IT IS TIME TO “PLANT THE FUTURE”?1

1 Government program supporting the planting of permanent crops

Data source: The Ministry of Agriculture of Georgia

Yaroslava BABYCH AND 
GIORGI MZHAVANADZE

ISET 

Georgia’s annual 
growth rate for 
2017 looks set to 
reach (or even ex-
ceed) the Geor-

gian government’s 4% target. 
According to the preliminary 
statistics released by GeoStat, 
Georgia’s real GDP growth was 
4% year over year (YoY) in Q2 
2017. Based on this data, the 
ISET-PI forecast model pre-
dicts a 5.1% GDP growth in 
2017.

Data on the second quar-
ter of 2017 suggests that the 
Georgian economy is continu-
ing to recover from its sluggish 
growth of previous years. The 
recovery is due to improve-
ments in both the domestic 
and external environment. In 
particular, improvements in 
consumer and business confi-
dence, the growth of govern-
ment expenditure, an increase 
in loans, hikes in exports of 
goods, rising tourism, and in-
creased money transfers were 

the main drivers of economic 
growth in Q2 2017. On other 
hand, weaker-than-expected 
FDI inflow hindered growth in 
the reported period.

In addition, high economic 
growth rates in neighboring 
countries were benefitting the 
Georgian economy. Both Ar-
menia and Russia showed high 
annual growth rates of real 
GDP in Q2 2017, while Turkey 
is expected to reach 6% growth. 
Only Azerbaijan exhibited rela-
tively weak economic perfor-
mance, down by 1.3% in the 
first half of 2017.

Let us take a look at some of 
the main drivers of economic 
growth in Georgia in Q2.

Tourism
The rise of tourism was one of 

the main factors which acceler-
ated economic growth in Geor-
gia in Q2 2017. During this time, 
Georgia hosted 1.730 million in-
ternational arrivals - a 15% year-
on-year increase;

Real tourists (visitors who 
stayed in Georgia for 24 hours or 
more) constituted 46.0% of total 
arrivals (796,339 people), a 31.3% 
increase from the year before.

Of the top fi ve source markets 
Armenia (+16.9% YoY), Azer-
baijan (+10.9% YoY) and Russia 
(+27.2% YoY) each showed dou-
ble digit growth.

Iran (+212.9% YoY), Saudi Ara-
bia (+209.8% YoY), Uzbekistan 
(182.2% YoY) and India (+120.3% 
YoY) were the source markets that 
made up the largest increase of in-
ternational visitors.

Georgian citizens were also ac-
tively travelling abroad. In Q2, 
the number of outgoing citizens 
in the reported period constituted 
968,952 people, which was a 9% 
YoY increase. There was a 37.2% 
increase in the number of Geor-
gians who left the country by air, 
which means that visa liberaliza-
tion regime with the EU already 
boosted tourism to Europe.

Consumer 
and 
Business 
Confidence
The Consumer Confi dence Index 
(CCI), a barometer of consumer 
sentiment and a guide to domes-
tic spending, was slightly higher 

Strong Q2 Data Puts 
Georgia’s Annual Growth 
on Track to Reach Target

Continued on p. 14
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Unemployment, fiscal cri-
ses and the failure of a 
nation’s government to 
provide stability are the 
top risks facing busi-

nesses globally while cyber risks 
are rising in importance, accord-
ing to new data from a survey by 
the World Economic Forum (Fo-
rum).

The data published by strategic 
partners of the Forum’s Global 
Risks Report, Zurich Insurance 
Group and Marsh & McLennan 
Companies Executives shows 
that in most regions highlighted 
unemployment or ‘underem-
ployment’ and ‘fiscal crises’ as 
the two greatest risks, although 
those in North America and East 
Asia and Pacific regions were 
most concerned by cyber attacks 
and asset bubbles.

Global risks 
of highest 
concern

Executives’ responses identifi ed 
economic, geopolitical, social and 
technological risks as likely to carry 
the greatest dangers for their busi-
nesses over the next 10 years.

John Scott, Chief Risk Offi  cer, 
Commercial Insurance, Zurich, said 
of the fi ndings: “Whilst economic 
growth and technological develop-
ments create new opportunities for 
business and countries, geopolitical 
risks and events have led to uncer-
tainties which raise questions about 
how to manage resilience in uncer-
tain times. It is essential for busi-
nesses to have clear risk manage-
ment strategies in place, developing 
options for legal structures and op-
erational choices which take account 

of uncertain policy outcomes. It’s 
frustrating and resource intensive, 
but that’s the kind of strategic think-
ing business needs, to deal with the 
uncertainty and to build resilience to 
the risks that might emerge in diff er-
ent scenarios. Looking at the survey 
results, it appears that in the medi-
um-term, business leaders are fo-
cusing on social and economic risks, 
but shouldn’t underestimate the po-
tential impact of environmental and 
technological risks as well.”

“While the fragility of the global 
economic recovery remains the chief 
business concern, executives are in-
creasingly worried about the poten-
tial for cyber and other technology-
related risks to threaten their ability 
to operate”,  John Drzik, President 
of Global Risk & Digital, Marsh & 
McLennan Companies, said. “Busi-
ness leaders in many of world’s larg-
est economies now rank cyber as 
their top risk. Companies need to 
rigorously analyze how these threats 

could impact their operations and 
take appropriate risk mitigation and 
resiliency measures.”

Risk 
perception 
by regions

Executives in most regions high-
lighted unemployment or ‘under-
employment’ and ‘fi scal crises’ as 
the two greatest risks, although 
those in North America and East 
Asia and Pacifi c regions were most 
concerned by cyber attacks and as-
set bubbles.

Following an increase in geo-
political risk, sometimes fueled 
by protectionist policies, business 
leaders in Europe, South Asia, Lat-
in America and the Caribbean and 
Sub-Saharan Africa were worried 
about the potential failure of na-

tional governance.
In Europe, business leaders added 

‘failure of fi nancial mechanisms or 
institutions,’ to the list of pressing 
risks. In South Asia, rapid growth 
in urban centers led executives in 
that region to highlight ‘failure of 
urban planning’ and ‘failure of criti-
cal infrastructure’ as among the key 
potential threats to their businesses.

Risks associated with the ‘failure 
of climate change adaptation’ elic-
ited very little concern among those 
deemed likely to pose the gravest 
threats over the next 10 years – out 
of the 20 economies we release to-
day, only Canadian executives put 
climate change in their top risks list, 
albeit ranking it lower than some 
other risks.

The threat of potential terrorist 
attacks worried executives in North 
America and the Middle East and 
Northern Africa, but failed to make 
it to the top fi ve risks ranking among 
businesses in the other regions.

Top Business Worries in 2017
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The FINANCIAL
By MARIA LIBERALOVA

T he prospect of an AI future 
both excites and concerns 
consumers around the globe. 
But fears around the draw-
backs of AI are off set by the 

benefi ts, so the net result is positive. 
Many believe that AI will change so-
ciety for the better. The machines are 
expected to eventually learn how to 
outsmart humans and become super 
intelligent. Meanwhile, adoption of 
AI in Georgia remains low. Georgian 
authorities are being advised to fo-
cus on the development of AI, which 
is the future of economic growth.

“AI-related proposals should be 
included in governmental digital 
strategy onboarding. Investments 
and funding in AI and Robotics 
should be given to researchers and 
universities, because it will defi nitely 
drive enormous growth for the econ-
omy, create jobs, foster new skills 
and positively transform each and 
every industry,” Dachi Choladze, Co-
Founder and CEO at Pulsar AI, told 
The FINANCIAL.

According to Choladze, govern-
ment support in commercializing AI 
breakthroughs in Georgia is crucial 
for the further development and ad-
vancement of AI.

Based in Georgia, Pulsar AI is a 
tech company that makes it easy 
for businesses to use artifi cial intel-
ligence in their everyday operations. 
The company solves machine data 
challenges that its team has encoun-
tered in their past work environ-
ments. Based on a growing digital 
network, the team of Pulsar AI stud-
ies digital ecosystems and provides 
personalized products and services 
for a better and smarter future.

Q. According to Elon Musk, 
Artifi cial Intelligence will 
cause World War III. What are 
your thoughts on this state-
ment?

A. We are hearing strong opinions 
about Artifi cial Intelligence among 
CEOs in the tech world; machines 
will eventually learn how to out-
smart humans and become super 
intelligent. But the timescale varies. 
There are ongoing eff orts to ensure 
that AI remains safe. Tech giants 
are collaborating to programme AI 
with a code of ethics and prevent 
AI from being exploited by terrorist 
groups.

Q. Many believe that whoev-

er becomes the leader in AI will 
become the ruler of the world. 
Which countries are advanc-
ing in terms of this, and where 
is Georgia situated in this re-
gard?

A. China has been writing and 
publishing many papers and articles 
regarding AI. We expect to see better 
understanding of, and a boom in, AI 
in China. 2016 was a signifi cant year 
for artifi cial intelligence: China, the 
United States, Japan, Russia, and 
the UK led the way. These are the 
countries with strong computer sci-
ence knowledge. Georgia’s presence 
among those giants is barely visible, 
but we are doing our best to move 
forward and reach new competitive 
levels.

Q. Do you see tech-literate 
people among the Georgian 
authorities?

A. We have seen a number of plans 
on the extension of undergraduate 
Computer Science, Engineering and 
Robotics studies. Georgian authori-
ties should acknowledge that AI in 
developing countries is likely to 
have a more signifi cant impact than 
industrialized ones. It is vital that 
infrastructure for tech enthusiasts 

should be in place in order to take 
advantage of advancement in the 
technology. Georgia is defi nitely try-
ing to adopt technology and embrace 
the digital era.

Q. Opportunities for AI are 
essentially limitless. It is be-
lieved that AI will empower 
and improve every business, 
every government organiza-
tion and every philanthropy. 
Which fi elds would you high-
light as more open to AI?

A. Software Companies pushed 
the boundaries and led the era of 
automation. We are already seeing 
signifi cant advancements in many 
fi elds: Virtual assistants or Chat-
bots are off ering expert assistance 
(Customer Service); Robot advi-
sors in the fi elds of fi nance, insur-
ance, legal, media and journalism 
provide instantaneous fi ndings and 
sentiment analysis; and within the 
healthcare fi eld, AI software assists 
patients with medical diagnosis and 
assistance. We are glad that we are 
contributing to AI advancement in 
Georgia. Since our launch we have 
helped multiple industries solve 
their daily challenges that they have 
been facing.

Q. Any fi eld requires quali-
fi ed staff . What is your estima-
tion of the Georgian education 
system in this regard?

A. We all know how the Georgian 
education system has undergone 
modernizing and drastic reforms 
since 2004. Many schools and uni-
versities now have access to infor-
mation and digital resources. The 
exchange programmes and diverse 
atmosphere helps students acquire 
global, relevant and up-to-date 
knowledge. Having a more creative 
and innovative mindset will defi -
nitely help youngsters to become 
competitive in any fi eld, not only in 
Georgia but worldwide.

However, in this particular case, 
there are almost no experienced 
professionals in this fi eld, but there 
are people with strong mathemati-
cal backgrounds, together with some 
other crucial skills needed in the hi-
tech sector. As our technologies are 
based on those concepts that these 
people have mastered during their 
careers, they are the ones whom we 
recruit; and then teach them all the 
rest here in the company.

Q. As a start-up, what is your 
main suggestion for those who 

are just entering the market?
A. It is an exciting time for this 

technology as we see consumer and 
B2B acceptance and interest grow-
ing quite rapidly. Even though big 
tech fi rms like Google and Facebook 
get a lot of the attention, we believe 
it is the startups that matter the most 
in driving AI in everyday operations.

 Q. ‘Brain drain’ is one of 
the main challenges for many 
countries. Are you witnessing 
this trend in Georgia?

A. Brain drain is indeed a global 
trend that is also problematic for 
Georgia as well, while faster and 
cheaper mobility is considered a 
positive phenomenon, on the na-
tional level migration of skilled 
workers, especially in the tech indus-
try, is an obstacle, because it leads to 
scarce human resources. We have 
invested a huge amount of time in 
fi nding and recruiting top talent. It 
is defi nitely a struggle that we have 
encountered when entering the mar-
ket, but we believe that a brain drain 
can be avoided when we introduce 
better education, access to research 
and information facilities and pro-
vide career opportunities.

Georgia - Light Years 
Away from Full 
Artificial Intelligence

Saying sorry may 
actually make things 
worse if people question 
your sincerity, believes 
researcher at London 
Business School 

The FINANCIAL 

A pologising can do a 
scandal-hit company or 
under-fi re leader more 
harm than good when 
it is delivered poorly or 

deemed inauthentic.  
Ryanair has been heavily criti-

cised for cancelling 40–50 fl ights a 

day from 16–20 September, after it 
“messed up” the planning of pilot hol-
idays. The Irish airline blamed a back-
log of staff  leave, with many employ-
ees booking holidays near the end of 
2017, when apologising for the error. 

But passengers have reacted an-
grily on social media, calling for a 
full list of aff ected fl ights to be re-
leased. The airline’s shares fell by up 
to 3% on Monday 18 September. 

London Business School research 
shows that companies such as Ry-
anair have to do three things when 
apologising, according to Dr Gabe 
Adams. “First, choose a senior 
spokesperson with the ability to 
apologise sincerely,” she said.

“Second, acknowledge the wrong-

doing and accept responsibility for 
it. Saying ‘I’m sorry’ and accepting 
responsibility may lead to smaller 
losses than the absence of this ex-
pression. 

“Third, communicate your sympa-
thy for those who have been harmed 
or who have suff ered, and do what 
you can to make it right.”

Dr Adams’ comments are timely 
following recent corporate mis-
demeanours, including the Boots 
morning-after pill controversy. The 
British pharmacy chain apologised 
for its response to calls to cut the 
cost of its emergency contraceptive. 

Boots faced criticism in July after 
telling the British Pregnancy Advi-
sory Service that the cost of its pill 

would stay at £28.25 to avoid “in-
centivising inappropriate use”. It 
then apologised for its “poor choice 
of words” over the pricing. Other 
British shops sell the same branded 
drug for £13.50.  

Oscar Munoz, the CEO of United 
Airlines, issued a second apology 
in April 2017 about a man who was 
forcibly removed from one of the 
carrier’s fl ights. The executive called 
the incident “truly horrifi c”. 

Munoz’s fi rst attempt at showing 
remorse was lambasted by critics. 
In a statement on 10 April, the CEO 
referred to the incident as an eff ort 
to “re-accommodate” passengers. 
He also described the man who was 
removed as “disruptive and belliger-

ent”. 
Nearly US$1 billion (£767 million) 

of the company’s value was wiped 
out the day after Munoz’s fi rst apol-
ogy. He issued the second apology 
on 12 April.  

“Delivering a poor apology can 
damage the company’s reputation 
and prompt investors to question 
their association with the business,” 
Dr Adams said. “If company repre-
sentatives get the apology wrong, it 
is an error subject to scrutiny by in-
vestors.”  

Gabe Adams, formerly Assistant 
Professor of Organisational Be-
haviour at London Business School, 
now works at University of Virginia

Apologising can do untold damage to a business
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How Many Years 
Can People in 
the EU Expect to 
Work?

The FINANCIAL 

In 2016, people in European Union 
(EU) could be expected to work for 
an average of 35.6 years, up by 1.8 
years compared with 2006. Over 
this 10-year period, the ‘duration 

of working life’ increased more rap-
idly for women (33.1 years in 2016 
compared with 30.6 years in 2006, 
or +2.5 years) than for men (38.0 
years in 2016 contrasting with 36.9 
years in 2006, or +1.1 year).

The ‘duration of working life’ indi-
cator measures the number of years 
a person, aged 15, can expect to be 
active in the labour market, either 
employed or unemployed, through-
out his/her life.

Working life ten 
years longer in 
Sweden than in 
Italy

Across the EU Member States, in 
2016 Sweden had the longest ex-
pected average working life (41.3 
years). Denmark and the Nether-
lands followed with 40.3 years and 
40.0 years respectively, ahead of 
the United Kingdom (38.8 years), 
Germany (38.1 years), Estonia (37.8 
years) and Finland (37.7 years). At 
the opposite end of the scale, work-
ing life was expected to last less than 
33 years in Italy (31.2 years), Bulgar-
ia (31.7 years), Croatia (32.1 years), 
Romania (32.4 years), Greece (32.5 
years), Belgium (32.6 years) as well 
as in Luxembourg and Poland (both 
32.9 years).

In all Member States except in 
Latvia and Lithuania, the ‘duration 

of working life’ was expected to be 
longer for men than for women in 
2016.

Largest increase 
in the duration 
of working life in 
Malta, Hungary 
and Lithuania

Between 2006 and 2016, the ex-
pected length of working life in-
creased in nearly all EU Member 
States, albeit to diff erent extents. 

Malta saw the highest increase (+5.1 
years), followed by Hungary (+4.5 
years) and Lithuania (+4.2 years), 
Poland (+2.7 years), Estonia (+2.6 
years) and Austria (+2.4 years). In 
Cyprus (-0.1 year), Ireland and Por-
tugal (both +0.3 year), it remained 
nearly the same.

Increase mainly 
driven by women 
expected to work 
longer

The overall increase in the ‘dura-

tion of working life’ across Member 
States has generally been driven by 
the change in the duration of a wom-
an’s working life. The length of time 
a woman could be expected to work 
rose between 2006 and 2016 in all 
EU Member States (except in Roma-
nia), notably in Malta (+9.0 years), 
Lithuania (+4.6 years), Spain (+4.4 
years), Hungary (+4.2 years), Lux-
embourg (+3.6 years) and Austria 
(+3.2 years).

In contrast, the ‘duration of work-
ing life’ for men dropped in fi ve 
Member States: Cyprus (-2.4 years), 
Greece (-1.4 years), Ireland (-1.1 
year), Spain (-0.8 year), and Portu-
gal (-0.5 year).

Duration of Working Life

The FINANCIAL 

A report, Antibacterial 
agents in clinical de-
velopment – an analy-
sis of the antibacterial 
clinical development 

pipeline, including tuberculosis, 
by WHO shows a serious lack of 
new antibiotics under develop-
ment to combat the growing threat 
of antimicrobial resistance. “An-
timicrobial resistance is a global 
health emergency that will seri-
ously jeopardize progress in mod-
ern medicine,” says Dr Tedros 
Adhanom Ghebreyesus, Director-
General of WHO.

Most of the drugs currently in the 
clinical pipeline are modifi cations 
of existing classes of antibiotics 
and are only short-term solutions. 
The report found very few poten-
tial treatment options for those 
antibiotic-resistant infections iden-
tifi ed by WHO as posing the great-
est threat to health, including drug-
resistant tuberculosis which kills 
around 250 000 people each year.

“Antimicrobial resistance is a 
global health emergency that will 
seriously jeopardize progress in 
modern medicine,” says Dr Tedros 
Adhanom Ghebreyesus, Director-
General of WHO. “There is an ur-
gent need for more investment in 
research and development for an-
tibiotic-resistant infections includ-
ing TB, otherwise we will be forced 
back to a time when people feared 

common infections and risked their 
lives from minor surgery.”

In addition to multidrug-resistant 
tuberculosis, WHO has identifi ed 12 
classes of priority pathogens – some 
of them causing common infections 
such as pneumonia or urinary tract 
infections – that are increasingly 
resistant to existing antibiotics and 
urgently in need of new treatments.

The report identifi es 51 new an-
tibiotics and biologicals in clinical 

development to treat priority anti-
biotic-resistant pathogens, as well 
as tuberculosis and the sometimes 
deadly diarrhoeal infection Clostrid-
ium diffi  cile.

Among all these candidate medi-
cines, however, only 8 are classed by 
WHO as innovative treatments that 
will add value to the current antibi-
otic treatment arsenal.

There is a serious lack of treat-
ment options for multidrug- and ex-

tensively drug-resistant M. tubercu-
losis and gram-negative pathogens, 
including Acinetobacter and Entero-
bacteriaceae (such as Klebsiella and 
E.coli) which can cause severe and 
often deadly infections that pose a 
particular threat in hospitals and 
nursing homes.

There are also very few oral anti-
biotics in the pipeline, yet these are 
essential formulations for treating 
infections outside hospitals or in 
resource-limited settings.

“Pharmaceutical companies and 
researchers must urgently focus on 
new antibiotics against certain types 
of extremely serious infections that 
can kill patients in a matter of days 
because we have no line of defence,” 
says Dr Suzanne Hill, Director of the 
Department of Essential Medicines 
at WHO.

On 4 September 2017, Germany, 
Luxembourg, the Netherlands, 
South Africa, Switzerland and the 
United Kingdom of Great Britain 
and Northern Ireland and the Well-
come Trust pledged more than €56 
million for this work.

“Research for tuberculosis is se-
riously underfunded, with only 
two new antibiotics for treatment 
of drug-resistant tuberculosis hav-
ing reached the market in over 70 
years,” says Dr Mario Raviglione, 
Director of the WHO Global Tuber-
culosis Programme. “If we are to end 
tuberculosis, more than US$ 800 
million per year is urgently needed 
to fund research for new antituber-
culosis medicines”.

The World is Running Out of 
Antibiotics, WHO Report Confirms

BEIJING (Alliance News) - China BEIJING (Alliance News) - China 
announced plans Saturday to reduce announced plans Saturday to reduce 
oil exports to North Korea.oil exports to North Korea.

China intends to reduce its ex-China intends to reduce its ex-
ports of refi ned petroleum products ports of refi ned petroleum products 
to North Korea from October 1, the to North Korea from October 1, the 
commerce ministry in Beijing said in commerce ministry in Beijing said in 
a statement.a statement.

An import ban on clothing pro-An import ban on clothing pro-
duced in North Korea is also duced in North Korea is also 
planned.planned.

With these measures, Beijing is With these measures, Beijing is 
implementing sanctions agreed to implementing sanctions agreed to 
recently by the United Nations Secu-recently by the United Nations Secu-
rity Council.rity Council.

The international community has The international community has 
been increasing pressure on North been increasing pressure on North 
Korea over a series of recent missile Korea over a series of recent missile 
and nuclear tests, and the issue has and nuclear tests, and the issue has 
been a major point of discussion at been a major point of discussion at 
the UN General Assembly.the UN General Assembly.

A German nuclear expert has A German nuclear expert has 
warned of the destructive force that warned of the destructive force that 
a putative North Korean nuclear a putative North Korean nuclear 
bomb could unleash if Pyongyang bomb could unleash if Pyongyang 
were to go ahead and test one in the were to go ahead and test one in the 
Pacifi c as the regime has threatened.Pacifi c as the regime has threatened.

“Modern hydrogen bombs are eas-“Modern hydrogen bombs are eas-
ily 100 times more destructive than ily 100 times more destructive than 
the Hiroshima bomb was,” Axel Pi-the Hiroshima bomb was,” Axel Pi-
chlmaier, a nuclear physicist at the chlmaier, a nuclear physicist at the 
Technical University in Munich, told Technical University in Munich, told 
dpa. “Their destructive force is natu-dpa. “Their destructive force is natu-
rally that much larger as well.”rally that much larger as well.”

Following nuclear tests in remote Following nuclear tests in remote 
regions of the Pacifi c in the 1950s regions of the Pacifi c in the 1950s 
and 1960s, some islands disappeared and 1960s, some islands disappeared 
because the blast undermined their because the blast undermined their 
foundations, Pichlmaier said.foundations, Pichlmaier said.

He said it could be expected that He said it could be expected that 
much maritime life would be lost in much maritime life would be lost in 
the wake of a potential new test due the wake of a potential new test due 
to the intense blast waves that would to the intense blast waves that would 
follow any detonation.follow any detonation.

North Korean foreign minister Ri North Korean foreign minister Ri 
Yong Ho said Friday that North Ko-Yong Ho said Friday that North Ko-
rea may test a hydrogen bomb in the rea may test a hydrogen bomb in the 
Pacifi c.Pacifi c.

China to Produce 
Oil Supplies to 
North Korea and 
Halt Clothing 
Imports

The FINANCIAL 

I nternational students make up 
91% of London Business School’s 
(LBS) 2019 MBA class intake, 
showing a strong appetite for 
higher education in post-Brexit 

Britain. 
The latest MBA cohort has 432 stu-

dents representing 62 nationalities and 
with an average age of 29. Women ac-
count for 39% of the intake, some of 
whom feature in Poets & Quants’ Meet 
London Business School’s Class of 2019. 

Sir Andrew Likierman, Professor of 
Management Practice in Accounting at 
LBS, said that the short-term eff ects of 
Brexit had largely been positive for the 
School. 

“Students coming here have seen in-
creased purchasing power (due to the 
fall in the pound), while LBS has suc-
ceeded in hiring excellent faculty for the 
2017–18 school year,” he said in a video 
on the Brexit eff ect. 

He added that 94% of the 2016 full-
time MBA class had accepted jobs with-
in three months of graduation. 

Sherry Stolar joined the 2019 MBA 
class to draw on her classmates’ life and 
career experiences. “I’ve lived in Lon-
don twice before and there’s no other 
place in the world with such diversity,” 
she said. “LBS’s class refl ects that, with 
students from 70 countries and from di-
verse backgrounds. 

“It’s important that I feel part of a 
community of people from diff erent in-
dustries and countries and with varying 
experiences. I want to build a diverse 
global network and have a truly inter-
national business school experience, 
which LBS off ers in the truest sense.”

The appetite 
for taking an 
MBA in London 
remains strong, 
despite Brexit 
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German carmaker 
Mercedes-Benz 
has announced 
plans to invest 
$1 billion to 

start making electric vehicles 
at its manufacturing plant 
in the southern U.S. state of 
Alabama, according to VOA 
News.

The luxury automaker said it 

will manufacture electric SUVs 
under Mercedes’ EQ subbrand 
at the plant in Tuscaloosa, Ala-
bama in just more than three 
years. The expansion is expect-
ed to create 600 jobs.

Daimler-Benz, which has 
more than 30 plants world-
wide, said the Tuscaloosa 
plant will become the fi rst in 
the U.S. to produce electric 

vehicles, and only the sixth in 
the world to do so.

Construction is to be-
gin next year on the 
92,900-square-meter facility. 
Daimler also said it will build 
a new global logistics center 
and aftersales North Ameri-
can hub in Bibb County, 
Alabama, about 8 kilometers 
from the Tuscaloosa plant.

Mercedes-Benz 
to Invest $1 
Billion in US 
Electric Car Plant
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During the second quarter 
of 2017, 149 000 fi rst time 
asylum seekers applied 
for international protec-
tion in the Member States 

of the European Union (EU), down 
by 11% compared with the fi rst quar-
ter of 2017 (when 166 500 fi rst time 
applicants were registered). This is 
the third consecutive quarter of de-
crease in the number of fi rst time 
asylum seekers in the EU.

Syrians, 
Nigerians, 
Afghans and 
Iraqis were 
the most 
numerous

With 21 100 fi rst time applicants 
between April and June 2017, Syrians 
remained the main citizenship of peo-
ple seeking international protection in 
the EU Member States, ahead of Ni-
gerians (9 800 fi rst time applicants), 
Afghans (9 700), Iraqis (9 300), Paki-
stanis (7 300), Albanians (6 000), 
Eritreans (5 700) and Bangladeshis 
(5 500). These eight citizenships ac-
counted together for half of all fi rst 
time applicants in the EU Member 
States over the second quarter 2017.

Over half 
applied for 
asylum either 
in Germany or 
in Italy

During the second quarter of 2017, 
the highest number of fi rst time ap-
plicants was registered in Germany 
(with 42 100 fi rst time applicants, or 
28% of total fi rst time applicants in the 
EU Member States) and Italy (34 200, 
or 23%), followed by France (21 200, 
or 14%) and Greece (10 600, or 7%). 
Among Member States with more 
than 2 000 fi rst time asylum seekers 
in the second quarter 2017, numbers 

of fi rst time applicants decreased most 
compared with the previous quarter in 
Greece (-36%) and Germany (-14%), 
ahead of the United Kingdom (-8%), 
Belgium and Italy (both -7%), the 
Netherlands and Austria (both -6%).

Highest 
number of 

first time 
applicants 
relative to the 
population in 
Greece

Compared with the total popu-
lation of each Member State, the 

highest rate of registered fi rst time 
applicants during the second quar-
ter 2017 was recorded in Greece 
(981 fi rst time applicants per mil-
lion inhabitants), followed by Malta 
(933), Luxembourg (887) and Cy-
prus (855). In contrast, the lowest 
rates were observed in Slovakia (5 
applicants per million inhabitants), 
Poland (19), Portugal (25) and the 
Czech Republic (26). In the second 
quarter 2017, there were in total 
291 fi rst time asylum applicants per 
million inhabitants in the EU as a 
whole.

Decreasing 
number 
of asylum 
applications 
still pending

Pending applications for interna-
tional protection are those that have 
been made at any time and are still 
under consideration by the respon-
sible national authorities at the end 
of the reference period. In other 
words, they refer to the “stock” of 
applications for which decisions are 
still pending. This statistic is meant 
to measure the workload of the na-
tional authorities.

At the end of June 2017, 958 300 
applications for asylum protection 
in the EU Member States were un-
der consideration by the responsible 
national authorities, down by 13% 
compared with June 2016. With 
nearly 474 500 pending applications 
at the end of June 2017 (or half the 
EU total), Germany had the largest 
share in the EU, ahead of Italy (134 
300), Sweden (67 000) and Austria 
(65 500).

EU: Over half applied for asylum 
either in Germany or in Italy

The FINANCIAL

L ast year, over 257 million pigs 
were slaughtered in the Europe-
an Union (EU). This was 2 mil-
lion more than in 2015 and 5.2 
million more than 10 years ago.

In 2016, the production of pork 
in the EU amounted to 23.4 million 
tonnes. This translated to 45.9 kg per 
each EU inhabitant and was one and a 

half kilogramme per person more than 
in 2006.

However, in recent months a down-
ward trend in pork production has 
been recorded. During the fi rst half 
of 2017, 2.7 million fewer pigs were 
slaughtered in the EU than during the 
fi rst half of 2016 (-2.1%). Half of this 
decrease was driven by reductions reg-
istered in Germany (-700 000), France 
(-426 000) and the United Kingdom 
(-296 000).

With respectively 59.4 million and 
47.7 million pigs slaughtered in 2016, 
Germany (or 23% of the EU total) and 
Spain (19%) were by far the two largest 
pork meat producers in the EU. They 
were followed by France (23.8 mil-
lion, 9%), Poland (21.8 million, 8%), 
Denmark (18.2 million, 7%), the Neth-
erlands (15.4 million, 6%), Italy (11.8 
million, 5%), Belgium (11.2 million, 
4%) and the United Kingdom (11.0 mil-
lion, 4%).

Germany and Spain, Leading 
Producers of Pork in the EU

The FINANCIAL

I
n July 2017 compared with 
June 2017, seasonally adjusted 
production in the construction 
sector increased by 0.2% in the 
euro area (EA19) and by 0.5% 

in the EU28, according to fi rst esti-
mates from Eurostat, the statistical 
offi  ce of the European Union.

In June 2017, production in con-
struction grew by 0.2% in the euro 
area and by 0.3% in the EU28.

In July 2017 compared with July 
2016, production in construction in-
creased by 3.4% in the euro area and 
by 3.6% in the EU28.

Monthly 
comparison 
by 
construction 
sector and 
by Member 
State

The increase of 0.2% in produc-
tion in construction in the euro area 
in July 2017, compared with June 
2017, is due to building construction 
rising by 0.3%, while civil engineer-
ing fell by 0.4%.

In the EU28, the increase of 0.5% 
is due to building construction rising 

by 0.8%, while civil engineering fell 
by 0.8%.

Among Member States for which 
data are available, the highest in-
creases in production in construc-
tion were recorded in Sweden 
(+7.9%), Poland (+4.3%) and Slova-
kia (+2.8%), and the largest decreas-
es in Slovenia (-8.6%), the Czech Re-
public (-2.5%) and Hungary (-2.1%).

Annual 
comparison 
by 
construction 
sector and 
by Member 
State

The increase of 3.4% in produc-
tion in construction in the euro area 
in July 2017, compared with July 
2016, is due to building construction 
rising by 4.0% and civil engineering 
by 0.9%.

In the EU28, the increase of 3.6% 
is due to building construction ris-
ing by 4.0% and civil engineering by 
2.3%.

Among Member States for which 
data are available, the highest in-
creases in production in construc-
tion were recorded in Hungary 
(+22.6%), Sweden (+21.2%), Poland 
(+19.8%) and Slovakia (+14.7%). 

Production in 
construction up by 
0.2% in euro area
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MOSTLY FALSE

Source- NRS Jul 14 –Jun 15 

FactCheckFactCheck

Elene 
Khoshtaria:

CONCLUSION
ACCORDING TO THE TBILISI BUDGET REPORT FOR 2016, EXPENSES 
TO PURCHASE FURNITURE, UNIFORMS AND ITEMS OF PERSONAL 
HYGIENE IN 2016 INCREASED 2.5 TIMES WHILST EXPENSES FOR  
TRANSPORT, HARDWARE AND TOOLS (THIS INCLUDES FUEL EXPENSES) 
HAS INCREASED 2.3 TIMES.
ACCORDING TO INFORMATION PROVIDED BY TBILISI CITY HALL 
ITSELF, FURNITURE EXPENSESWERE INCURRED ONLY IN 2013 AND 2015 
WITH EXPENDITURES FOR FURNITURE DROPPING ALMOST THREEFOLD. 
FUEL EXPENSES ALSO DECREASED IN 2015-2016.
FACTCHECK CONCLUDES THAT ELENE KHOSHTARIA’S STATEMENT IS 
MOSTLY FALSE.

The views expressed in this website are those  of  FactCheck.ge and  do not refl ect the views of 
The FINANCIAL or the supporting organisations

EUROPEAN GEORGIA – 
MOVEMENT FOR FREEDOM 

MAYORAL CANDIDATE FOR TBILISI

“Fuel expenses at 
Tbilisi City Hall have 
increased eightfold 
whilst furniture 
expenses doubled and 
reach hundreds of 
thousands.”

Veriko SUKHIASHVILI
FactChek

European Georgia – 
Movement for Free-
dom mayoral candi-
date for Tbilisi, Elene 
Khoshtaria, has spo-

ken about the possibilities of 
increasing pensions in Tbilisi 
(at the expense of cutting 
bureaucratic expenditures at 
Tbilisi City Hall) on air on TV 
Pirveli and underscored spe-
cifi c money saving activities. 
Ms Khoshtaria stated:  “For 
instance [at Tbilisi City Hall,] 
fuel expenses have increased 
eightfold whilst furniture ex-
penses have doubled.”

FactCheck tried to verify 
the accuracy of the aforemen-
tioned statement.

After interviewing the poli-
tician to ascertain details of 
her statement, FactCheck 
learned that Elene Khoshtaria 
compared the expenditures of 
the Tbilisi City Hall budgets 
for 2015 and 2016.

Fuel and furniture ex-
penses appear under the 
Goods and Services budget 

line. According to the Tbilisi 
budget fulfi lment report for 
2015, GEL 114,269,500 was 
spent for purchasing goods 
and services whilst this fi gure 
rose to GEL 126,130,200 in 
2016. According to the Tbili-
si budget fulfi lment report 
for 2015, GEL 221,600 was 
spent to purchase furniture, 
uniforms and items of per-
sonal hygiene. In 2016, these 
expenses amounted to GEL 
565,300. Therefore, the afore-
mentioned expenses have 
increased 2.5 times as com-
pared to the previous year.

In regard to fuel expenses, 
the budget fulfi lment report 
does not include separate ex-
penses associated with fuel 
but groups it with costs of 
transport, equipment and 
tools. In 2015, Tbilisi City 
Hall’s transport expenses 
reached GEL 2,370,500, 
whilst this fi gure increased 
2.3 times in 2016 to constitute 
GEL 5,593,200.

As the budget fulfi lment re-
port does not include separate 
expenses for fuel and furni-
ture, FactCheck requested 
this information from Tbilisi 

City Hall. Tbilisi City Hall pro-
vided FactCheck with infor-
mation about expenses for fur-
niture which was purchased 
in 2013 and 2015. According 
to this information, Tbilisi 
City Hall spent GEL 27,086 
to purchase furniture in 2013 
and GEL 8,118 to purchase 
furniture in 2015. As we have 
already mentioned, accord-
ing to the Tbilisi budget fulfi l-
ment report for 2015, the total 
expenses for the budget line 
for furniture constituted GEL 
221,600. As we have seen from 
the information we received, 
furniture expenses accounted 
for only GEL 8,118 which 
means that GEL 213,482 com-
prised expenses associated 
with uniforms and items of 
personal hygiene in 2015.

According to Tbilisi City 
Hall’s information, fuel ex-
penses in 2013-2016 are as 
follows:

As illustrated by the table, 
fuel expenses in GEL have de-
creased since 2015. However, 
the amount of fuel consumed 
in 2016 increased slightly as 
compared to the previous 
year.

Table 1:  Tbilisi City Hall’s Fuel Expenses in 2013-2016 (GEL)

2013 2014 2015 2016
Litre 759,359 854,128 699,313 739,700
Litre 1,443,623 1,600,424 1,169,317 1,036,404

Ken KLUCH and LINDA 
LYONS
Gallup 

While most ob-
servers con-
sider the rise 
of populism 
among some 

Western nations a poke in the 
eye to party establishments, 
ahead of their general elec-
tion on Sunday, Germans are 
largely satisfi ed with their 
elected offi  cials and with their 
political system as a whole.

At the time of the surveys 
in May and June, with the 
current election cycle in full 
swing, Germans were most 
likely to be satisfi ed with their 
local offi  cials (73%), followed 
by their nationally elected 
offi  cials (67%). Roughly six 
in 10 reported being satis-
fi ed with their political party 
(62%) and the fairness of 
political coverage in the me-
dia (60%). Currently, the 
Bundestag is made up of four 
political parties with the po-
tential to add two more after 
the election, if the FDP or 
AfD parties achieve the 5% 
threshold in the second vote. 
Germany’s two mainstream 
political parties are broadly 
popular. In a spring 2017 
study, Pew Research Center 
fi nds 58% of Germans have 
a favorable view of Merkel’s 
center-right Christian Demo-
cratic Union (CDU), while the 
center-left Social Democratic 
Party (SPD) enjoys even high-
er favorability ratings, 68%.

A smaller majority of Ger-
mans in Gallup’s survey, 57%, 
were satisfi ed with politicians 
in general -- although barely 
half of Germans (53%) are 
satisfi ed with how these poli-

ticians represent the opinions 
of their constituents, which 
could be a concern on Elec-
tion Day.

While polarization domi-
nates U.S. political discourse 
-- in fact, the widening gap 
between views of Republi-
cans and Democrats is one of 
the most signifi cant trends to 
emerge in American society in 
the past two decades -- over-
all there are few diff erences 
among Germans in regard to 
their satisfaction with their 
country’s politics. German 
women are more likely than 
German men to be satisfi ed 
with their political party and 
the fairness of political cover-
age in the media.

Already an area with room 
for improvement, Germans’ 
satisfaction with how their 
opinions are represented 
drops to less than half among 
those in the 45 to 59 age group 
(48%).

A Strong 
German 
Economy 
Likely Boosts 
Political 
Satisfaction

Economic well-being can 
contribute to political sat-
isfaction and, on this score, 
Germany is well-placed. Em-
ployment is at a record high 
and heading into the elec-
tion, the majority of Germans 
(59%) think it is a good time 
to fi nd a job. With a strong 
manufacturing base account-
ing for nearly one-third of 
its GDP (30.3%), Germany 
can sustain an industrial 

workforce far into the future. 
Moreover, according to the 
German BDI industry asso-
ciation, the economy is ex-
pected to grow by more than 
2% this year -- the strongest 
growth rate in six years.

Lending additional support 
to the satisfaction Germans 
express about their politi-
cal system overall, in June of 
2017 more than two-thirds of 
the population (68%) approve 
of both their national leader-
ship and the job Chancellor 
Angela Merkel is doing. While 
Merkel’s approval has shifted 
over the years, it has never 
dipped below 51% since Gal-
lup began tracking in 2008. 
Similarly, Germans’ approval 
of the job performance of the 
national leadership has seen 
some changes over time, but 
ratings have been signifi cant-
ly higher since 2013.

Implications
In the fl uid global politi-

cal climate, nothing is a “sure 
thing.” However, a recent Ber-
telsmann Foundation study 
found that 80% of Germans 
consider themselves “cen-
trist” -- and, given the high 
rate of satisfaction with their 
elected offi  cials and other 
aspects of political life, it ap-
pears unlikely that Germans 
will take this opportunity to 
upend its well-regarded, es-
tablished political system. Of 
importance in the election 
is not only a potential fourth 
term for Merkel, but also the 
battle between the smaller 
parties for third place in the 
Bundestag -- the leaders of 
this party can have consider-
able infl uence in the German 
political arena.

Pre-Election, Germans 
Satisfied With Their 
Political System
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WITHOUT A VERDICT

Dimitri 
Kumsishvili: 

CONCLUSION
THE EXPERIENCE OF THE LAST YEARS CLEARLY SHOWS THAT THE GEL EXCHANGE 
RATE DOES DEPRECIATE FROM THE BEGINNING OF AUTUMN. MOSTLY, THIS IS THE 
RESULT OF THE END OF THE TOURIST SEASON. IF THE SEASONAL EFFECT OF TOURISM 
IS NOT REPLACED BY SOME OTHER POSITIVE TRENDS, THE GEL EXCHANGE RATE WILL 
CONTINUE  ITS DOWNWARD MOVE.
PROCLAIMING THIS LATEST GEL DEPRECIATION AS A SEASONAL EVENT DEPENDS 
ON MANY FACTORS WHICH ARE VERY HARD TO PREDICT. IF THE CURRENT MONEY 
SUPPLY OF GEL REMAINS (OR INCREASES) IN THE ECONOMY, IF INVESTMENTS 
DECLINE AND IF THE DECREASED CURRENCY INFLOWS AFTER THE END OF THE 
TOURIST SEASON ARE NOT COMPENSATED BY SOME OTHER SOURCES, THEN THE GEL 
TO USD EXCHANGE RATE WILL NOT COME BACK TO 2.39 AND MIGHT DEPRECIATE 
EVEN FURTHER.
AT THIS TIME, FACTCHECK LEAVES DIMITRI KUMSISHVILI’S STATEMENT WITHOUT A 
VERDICT.

The views expressed in this website are those  of  FactCheck.ge and  do not refl ect the views of 
The FINANCIAL or the supporting organisations

“The GEL depreciation is 
a seasonal event which 
has already passed.”

MINISTER OF FINANCE OF 
GEORGIA

Mariam CHACHUA
FactChek

A fter the eight-
month long trend 
of GEL apprecia-
tion, Georgians 
national currency 

depreciated again vis-à-vis 
USD in September 2017. The 
Minister of Finance of Geor-
gia, Dimitri Kumsishvili, as-
sessed the GEL depreciation 
as a temporary, seasonal 
event.

FactCheck verifi ed the ac-
curacy of the statement.

Georgia has a fl oating cur-
rency exchange rate. There-
fore, the GEL to USD ex-
change rate is determined 
by the supply-demand ratio 
on the currency market. All 
things being equal, the GEL 
exchange depreciation is 
caused by either increasing 
the money supply or by de-
creased incomes in foreign 
currency.

Georgia started 2017 with 
improved economic perfor-
mance. The economic growth 
rate increased from 3% to 
4.5%. There are positive 
changes in regard to export, 
remittances and tourism. 
These changes have impacted 
the GEL exchange rate since 
January and by July-August 
2017, the rate has appreciated 
by GEL 0.4 (as compared to 
January 2017).

What has been happening 
since September and why did 
the GEL depreciate?

If we take a look at the sta-
tistics of the past years, we 
will see that depreciation of 
the national currency usu-
ally happened at the end of 
the year. Therefore, the Min-
ister’s statement, that GEL 
depreciation could be caused 
by seasonal factors, is not a 
groundless claim. Tradition-

ally, the biggest amount of 
tourists visits Georgia in Au-
gust (576,000 tourists this 
year) whilst this fi gure de-
creases by 40% in September 
and goes further downward in 
October and November. This 
means that from the begin-
ning of autumn, we get USD 
100 million less income per 
month as compared to July 
and August. This is a signifi -
cant loss for Georgia’s cur-
rency market and all things 
being equal inevitably results 
in a correction of the GEL ex-
change rate.

At this moment we know 
that in January-August, Geor-
gia’s trade balance improved 
by USD 28 million, the volume 
of remittances increased by 
USD 134 million and the num-
ber of visitors is up by 29% 
(which stipulates increased 
income from tourism). These 
are the positive trends which 
contribute to the apprecia-
tion of GEL. However, we 
know nothing about invest-
ment and credit capital fl ow 
which is equally important 
and failure there might over-
shadow the aforementioned 
positive trends. Currently, we 
know the statistics for only 
two quarters vis-à-vis foreign 
direct investments made in 
2017 according to which these 
investments are down by 5.5% 
(USD 43 million). The com-
plete information (balance 
of payments) in regard to the 
infl ow of investments and 
the credit capital of the third 
quarter will be published at 
the end of December as a 
quarterly fi gure (fi gures for 
three months taken together) 
and so we would be unable to 
specify the exact situation for 
the month of September.

The amount of GEL in cir-
culation is an important fac-
tor which impacts the GEL 
exchange rate. The supply of 

the national currency is con-
trolled by the National Bank 
of Georgia through monetary 
policy instruments. Under 
the strict monetary policy, the 
National Bank limits the sup-
ply of money in the economy 
to contain infl ationary pro-
cesses.

The National Bank’s mon-
etary policy rate initially in-
creased to 6.75% in January 
2017 and reached 7% later 
in May. The reason behind 
switching to a stricter mon-
etary policy was to contain 
those infl ationary processes 
which were unleashed as a 
result of increased excise tax 
and rising international pric-
es on food commodities.

If we take a look at the 
money supply (M2) dynamic, 
we will see that the money 
supply in the economy in-
creased considerably (GEL 
657 million) in June and July. 
Since September, the money 
supply has not increased and, 
on the contrary, experienced a 
slight decline.

The volume of the monetary 
base (excluding foreign curren-
cy) increased by 22.3% in Au-
gust 2017 as compared to Au-
gust 2016. In the last months, 
the Government of Georgia’s 
operations signifi cantly con-
tributed to increasing the vol-
ume of the monetary base. 
Increasing the money supply 
at such a pace, in light of de-
creased (or even not growing) 
USD infl ows, will play a part 
in the GEL depreciation. How-
ever, the GEL depreciation is 
not a reason for the National 
Bank of Georgia to change its 
policy because the Bank’s main 
priority is the level of infl ation 
which has been on the decline 
for the last few months. If there 
is no danger of a rising level of 
infl ation, economic growth is 
stimulated by increasing the 
money supply.

FactCheckFactCheck

The FINANCIAL 

75% of next gens believe 
it’s very important 
or essential to have a 
strategy fi t for a digital 
age—but only 7% believe 
their fi rm is currently 
doing this well.
36% of next gens 
are often frustrated 
because the current 
generation does not fully 
understand the potential 
for digital and the risks 
it could pose.
75% of next gens have 
big plans about taking 
the business forward, 
but 26% of them fi nd 
it diffi  cult to get the 
current generation to 
give serious attention to 
those ideas.

Among the next generation 
of family business leaders, 
three in four have big plans to 
take their business forward. 
However, generational chal-
lenges persist, largely in the 
areas of digital and innova-
tion. 

PwC conducted in-depth 
conversations with 35 next 
gens from 21 countries and 
polled more than 100 addi-
tional next gens for its new 
report, Same passion, dif-
ferent paths: How the next 
generation of family busi-
ness leaders are making their 
mark. The results showed an 
incoming generation of family 
business leaders confronting 
generational gaps and culture 
change.

In today’s business land-
scape, all fi rms—family busi-
nesses or otherwise—need to 
address the digital challenge, 
and next gens seem to grasp 
this. Three quarters of those 
polled believe it’s very im-
portant or essential to have 
a strategy fi t for a digital age. 
As digital natives, they feel 
much more comfortable with 
digital technology and see its 
potential for change. That 
said, only 7% of respondents 

believe their fi rm is currently 
doing this well.

Partly due to a greater de-
gree of transformation and 
investment needed to eff ect 
digital change, many current 
generation leaders may be 
cautious about committing to 
it. About a third of next gens 
polled (36%) expressed frus-
tration that the current gen-
eration does not fully under-
stand the potential for digital 
and the risks it could pose.

Likewise, the vast majority 
of next gens see innovation as 
a core component, with 82% 
responding that innovation is 
very important or essential to 
business success. However a 
mere 15% of those polled see 
innovation being implement-
ed well at their fi rms.

Going their 
own way: 
Four paths 
forward

In the study, PwC identi-
fi ed four main approaches 
next gens are taking to build 
their own paths to success: 
stewards, transformers, in-
trapreneurs, and entrepre-
neurs. Some next gens strad-
dle more than one of these 
continually evolving paths, 
but they can provide a helpful 
way to separate the diff erent 
challenges, risks and oppor-
tunities that the next genera-
tion faces, and how success 
can look and feel diff erent 
depending on the route they 
choose to take.

Stewards – Individuals 
focused on ensuring the long-
term sustainability of the 
family fi rm and protecting its 
profi tability by staying true to 
the established core business  

Transformers – Next 
gens who take on the task of 
driving signifi cant change in 
the family fi rm, with the scope 
and support to do so

Intrapreneurs – Those 
whose families carve out a 

specifi c venture for next gens 
within the family fi rm, eff ec-
tively the opportunity to be an 
entrepreneur within the fi rm 
itself

Entrepreneurs – Next 
gens who pursue their own 
ventures outside the family 
fi rm, often in completely un-
related sectors

Achieving 
success 
through the 
‘five Cs’

While next gens will take 
their family fi rms down dif-
ferent paths, a set of com-
mon success factors emerged 
from the research. Regard-
less of the chosen path, these 
“fi ve Cs” comprise guiding 
principles for all family busi-
nesses.

Culture – The family fi rm 
should foster a “safe place” 
for the next gen to explore 
and grow.

Communication – Genu-
ine two-way engagement be-
tween the current and next 
generation, based on mutual 
respect and trust, ensures 
that experience is properly 
valued and new ideas are ap-
preciated. 

Clarity – It is vital to have 
a clear strategy and agreed 
demarcation of roles and re-
sponsibilities—particularly 
where colleagues are also re-
lations and emotions are al-
ways in play. 

Credibility – As the 
“boss’s child” a next gen 
needs to earn the respect of 
co-workers, possibly gaining 
experience outside the family 
fi rm fi rst.

Commitment – The 
business needs to make a 
long-term commitment to 
the development of the next 
generation, but the next gen 
should also reciprocate with 
a willingness to invest time 
in the business and give it a 
chance to work

Next generation 
of family business 
leaders embracing 
digital change, but 
facing hurdles
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in Q2 than in the same period last 
year – an increase of 1.9 index 
points. The present situation in-
dex was also affected positively in 
that period, up by 3.3 index points; 
while expectations fell by 0.6 index 
points.

The Georgian Business Confi-
dence Index (BCI) also showed 
positive changes in Q2 2017, reach-
ing 29.0 index points, which is a 
2.6-point improvement YoY. The 
second quarter increase in the BCI 
was mostly driven by strong per-
formance in the last quarter and a 
quite significant improvement in 
expectations. The expectations in-
dex gained 13.2 index points, rising 
to 63.1, which is the highest value 
in Georgia’s BCI history (see the 
full BCI report here).

External 
Trade

The second quarter of 2017 con-
tinued to show positive dynam-
ics in external merchandise trade. 
Trade turnover increased by 9.4% 
year over year. This rise was mostly 
driven by a notable increase in ex-
ports (+30% YoY), while imports 
were almost flat (a 3.8% YoY in-
crease to 1,875 million USD). As 
a result, the trade balance of the 
country has improved, with the 
deficit shrinking by 6.4% YoY.

The boost in export volume was 
driven by improved external de-
mand conditions and a surge in 
metal prices.

Export of copper ores and fer-
ro-alloys increased by 84.9% and 
52.6% YoY respectively, contribut-
ing 15.7 pp to the total.

Wine (+46% YoY), cars, (+32.5% 
YoY) and petroleum (+505.8% 
YoY) were the other main drivers 
of the export surge in Q2.

Exports to CIS countries in-
creased by 62.8%. Exports to EU 
countries increased by 17.6% and 
those to other countries rose by 
12.5% YoY in Q2. The main con-
tributors to export growth were 
Russia (+114.2% YoY) and China 
(+77.5% YoY), which became the 
largest destination countries for 
Georgian products. Together with 
Azerbaijan (+ 5.4% YoY), those 
countries contributed 21.4 pp to 
total export growth in second quar-
ter of 2017.

Foreign 
Direct 
Investment

According to Geostat’s prelimi-
nary estimates, FDI in Georgia 
amounted to 346.3 million USD 
in Q2 2017, a 14.8% YoY decrease. 
The top five source countries by 
share of total FDI were Azerbaijan 
(36.6%), the Netherlands (12.4%), 
Turkey (11.3%), the UK (9.1%), and 
the Czech Republic (6%).

In Q2 2016, transport and 
communications was the larg-
est FDI recipient sector, receiving 
130.4 million USD (37.6% of total 
FDI), while the construction sec-
tor followed with 70 million USD 
(20.2%).

Financial 
Sector

Credit activity improved in the 
second quarter of 2017.

Looking at the flow of loans, 
during Q2 2017, commercial 
banks granted 36.7% more loans 
than in the same period a year 
ago. Of that amount, only 34.6% 
(32.6% excluding the exchange 
rate effect) were granted in for-
eign currency – a huge drop from 
the 48.9% recorded in 2016.

The flow of deposits during Q2 
2017 increased by 55% YoY. Tra-
ditionally, depositors prefer to 
save money in foreign currency 
and the dollarization of deposits 
stood at 74.7% (73% excluding the 
exchange rate effect), which was 
a significant reduction compared 
to the 82.3% figure from Q2 last 
year.

This indicates that the de-dol-
larization policy implemented 
earlier in year has started to work. 
It is, however, impossible to as-
sess the results of this initiative 
over such a short period of time. 
Despite the willingness of banks 
to obtain funds in the national 
currency, there are high risks of 
a currency mismatch in balance 
sheets due to the increasing dif-
ference between the dollarization 
rates of loans and deposits.

Remittances
According to the NBG, the vol-

ume of total remittances to Geor-
gia amounted to 338.9 million 
USD in Q2 2017 – a 17.6% YoY 
increase that served as a good in-
dicator of improved external con-
ditions. All primary source coun-
tries of money inflows to Georgia 
showed a positive annual change: 
Russia (+14.5% YoY), the Unit-
ed States (+16.6% YoY), Greece 
(+1.9% YoY), Italy (+11.1% YoY) 
and Israel (+102.2% YoY). The 
latter continued to show unprec-

edented growth as a result of the 
waves of Georgians who stayed 
in Israel illegally after finding it 
to be a very good country to live 
and work in, and who then send 
money to their homeland.

While money inflows have not 
yet recovered to 2014 levels, the 
lari YoY depreciation boosted the 
purchasing power of remittances. 
In Q2 2017, Georgian receivers 
of remittances got 20.6% more 
of CPI adjusted GEL than in the 
same period last year, and 10.5% 
more than in Q2 2014. The biggest 
portion of remittances most likely 
goes into consumption, which has 
a positive influence on internal 
demand.

Inflation
Inflation was the underlying 

economic indicator that consum-
ers and producers alike were wor-
ried about in the second quarter 
of the year. According to Geostat, 
producer and consumer prices in-
creased on average by 10.7% and 
6.6% respectively in Q2. The an-
nual hike in prices was mainly 
caused by one-time factors, spe-
cifically the significant increase 
of excise tax on fuel and tobacco 
products. However, in Q2 2017 
two additional factors put pres-
sure on transportation prices in 
Georgia:

a) The price increase of oil 
products on the world market. On 
average, fuel prices (IMF fuel in-
dex) increased by 12.7% YoY.

b) Nominal depreciation in an-
nual terms. Despite the trend of 
monthly appreciation against the 
US dollar since January 2017, the 
Georgian lari lost on average 6.1% 
against the USD year on year.

As a result, prices on transport 

and tobacco increased by 16.8% 
and 15.9% respectively. Taken 
together, these products contrib-
uted 3 percentage points (pp) to 
annual inflation in Q2.

The biggest driver of annual in-
flation in this period was the price 
change on food products, which 
rose by 8.5% YoY (2.6 pp) and was 
also affected by higher fuel prices. 
Supply side pressures will keep 
annual inflation above its target 
level (of 4%) during 2017 and, 
holding other things constant, 
inflation should return to the 3% 
target in 2018.

Exchange 
rate

In Q2, the lari nominal ex-
change rate appreciated on aver-
age against both the US dollar 
(7.3%) and the euro (4.4%) com-
pared to the first quarter of 2017. 
The quarterly appreciation was 
caused by positive dynamics in 
exports, money inflows and tour-
ism. However, in annual terms 
the lari was down against these 
currencies, by 6.1% and 3.6% re-
spectively.

The real and nominal effective 
exchange rates followed the same 
pattern, seeing a 3.6% and 4.6% 
quarter-on-quarter increase re-
spectively, while they depreciated 
in annual terms.

During this period, the National 
Bank of Georgia bought 70 million 
US dollars in seven auctions. The 
same pattern, albeit at a greater 
scale, was observed in the same 
period last year, when the NBG 
bought 203.35 million USD to 
smooth the national currency ap-
preciation.

Strong Q2 Data Puts Georgia’s Annual 
Growth on Track to Reach Target
Continued from p. 2
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81% of workers say their working 
hours fi t well, or very well, with their 
private life obligations.

However men continue to have 
longer working hours (on aver-
age 6.5 hours per week more than 
women) and report more diffi  culties 
adapting working time to family life 
or other commitments. This is ac-
cording to Eurofound’s new report 
on Working time patterns for sus-
tainable work.

Sustainable work requires jobs 
of good quality which fi t the cir-
cumstances and characteristics of 
those working in them at the dif-
ferent stages of their life-course. 
In this context, working-time is an 
important factor, relating as it does 
to work-life balance, to health and 
well-being and to the preferences of 
workers.

The report, which looks at data 
from the sixth European Working 
Conditions Survey (EWCS), shows 
the gender gap in paid working time 
is even greater in the UK and Ire-
land, as well as in western Continen-
tal Europe; refl ecting prevailing gen-
der labour market segregation and 
the gender division of unpaid work, 
with far-reaching implications for 
the labour market, work-life balance 
and family structures.

Overall working time preferences 
are strongly related to employees 
working time. Short part-timers 
have a signifi cant higher likelihood 
of preferring an increase in working 
time, whereas employees with long 
working hours have a strong pref-
erence for working shorter hours. 
Working time preferences can also 
vary across the life course stages; 
cohabiting mothers of pre-school or 
pre-adolescent children are more in-
clined to want to reduce their work-
ing time, while for fathers it is across 
the whole parenting phase.

The report also looked at the im-
plications of working time and work-

life balance on health and wellbeing. 
When EWCS respondents reported 
work–life balance diffi  culties, they 
also tended to report health and 
sleep problems as well as health and 
safety risks at work. Working nights 
or shifts, or being exposed to high 
work intensity also resulted in the 
same issues.

Fixed and regular working hours, 
job autonomy and good work-life 
balance have an important positive 
infl uence over workers’ subjective 
wellbeing no matter what phase of 
life the individuals are in. At the same 
time, results indicate some tension 
between working time autonomy 
and constraint: autonomy enhances 

wellbeing, but the predictability and 
regularity of working hours have a 
positive eff ect on wellbeing, even 
when determined by employers.

In order to make work more sus-
tainable, and reach the objectives to 
further raise employment rates in 
Europe, working time policies must 
adopt a life course perspective, tak-

ing into account workers’ needs and 
preferences in terms of working time 
throughout their working lives. Poli-
cies should also continue to promote 
a more equal distribution of paid 
and unpaid work between men and 
women and encourage a stronger 
involvement of men, and fathers in 
particular.

Four out of five workers 
in Europe happy with 
working time ‘fit’

The FINANCIAL

Abu Dhabi Airports 
achieved 65% increase 
in earnings during the 
January-August period 
this year compared to the 

same period in 2016. This announce-
ment comes after the company’s ex-
ecutive team weekly meeting that 
took place at Al Ain International 
Airport last week, led by Abdul Ma-
jeed Al Khoori, Acting CEO of Abu 
Dhabi Airports.

The company grew its operating 
revenue by 26%, which impacted the 
65% EBIDA increase for 2017. One of 
the key contributors to this increase 
is the passenger facilitation charge 
introduced in July 2016. Previously, 

UAE airports were some of the few 
around the world that didn’t imple-
ment transfer passenger fees. In re-
sponse to market change, the govern-
ment approved the charges and hence 
these were implemented across all 
airports in the second half of 2016, 
according to Abu Dhabi Airports.

Abu Dhabi Duty Free and Abu 
Dhabi Airports Free Zone were other 
key contributors to the revenue in-
crease through the growth trend reg-
istered in passenger spend, and the 
addition of new retailers and conces-
sionaires, as well as the increase in 
property and space rentals across 
Abu Dhabi Airports.

2017 has proven to be yet another 
challenging year for the Middle East 
aviation industry, with the ripple ef-
fect of the Chinese austerity drive, 

the global political climate, and their 
infl uence on commodity and foreign 
exchange markets. Abu Dhabi Inter-
national Airport has been aff ected by 
these external factors, which have 
impacted passenger traffi  c and air-
craft movements.

2017 has also seen an 11% increase 
in the operating expenditure com-
pared to the same period in 2016. 
These increases are a result of both 
planned operational requirements 
as well as a rise in the cost of third 
party services. Such requirements 
included the expansion of air navi-
gation outsourcing to ensure the 
airport has adequate resources to 
handle the dynamic change in traf-
fi c movement. Facility management 
and utility costs have also increased 
due to service provider fees.

Abu Dhabi Airports Achieves 
65% Increase in Profit
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The FINANCIAL -- New research 
shows a quarter of girls (24%) and 
one in 10 boys (9%) are depressed at 
age 14. Researchers from the Univer-
sity of Liverpool and University Col-
lege London analysed information 
on more than 10,000 children born 
in 2000-01 who are taking part in 
the Millennium Cohort Study.

At ages 3, 5, 7, 11 and 14, parents 
reported on their children’s mental 
health. Then, when they reached 14, 
the children were themselves asked 
questions about their depressive 
symptoms.

Based on the 14-year-olds report-
ing of their emotional problems, 24 
per cent of girls and 9 per cent of 
boys suff er from depression.

Family 
income

The research, published with the 
National Children’s Bureau, also in-
vestigated links between depressive 
symptoms and family income. Gener-
ally, 14-year-olds from better-off  fam-
ilies were less likely to have high lev-
els of depressive symptoms compared 
to their peers from poorer homes.

Parents’ reports of emotional 
problems were roughly the same for 
boys and girls throughout childhood, 
increasing from 7 per cent of chil-
dren at age 7 to 12 per cent at age 11. 
However, by the time they reached 
early adolescence at age 14, emo-
tional problems became more preva-
lent in girls, with 18 per cent having 
symptoms of depression and anxiety, 
compared to 12 per cent of boys.

Behaviour problems, such as act-
ing out, fi ghting and being rebellious 
decreased from infancy to age 5, but 
then increased to age 14. Boys were 
more likely than girls to have behav-
iour problems throughout childhood 
and early adolescence.

As 14-year-olds’ own reports of 
their emotional problems were dif-
ferent to their parents’, this research 
highlights the importance of consid-
ering young people’s views on their 
own mental health.

‘Worryingly 
high’

The lead author, Dr Praveetha 
Patalay from the University of Liv-
erpool’s Institute of Psychology, 
Health and Society, said: “In recent 
years, there has been a growing poli-
cy focus on children’s mental health. 
However, there has been a lack of 
nationally representative estimates 
of mental health problems for this 
generation.

“In other research, we’ve high-
lighted the increasing mental 

health diffi  culties faced by girls to-
day compared to previous genera-
tions and this study further high-
lights the worryingly high rates of 
depression.”

Professor Emla Fitzsimons, Di-
rector of the Millennium Cohort 
Study, said: “These stark fi nd-
ings provide evidence that mental 
health problems among girls rise 
sharply as they enter adolescence; 
and, while further research using 
this rich data is needed to under-
stand the causes and consequences 
of this, this study highlights the 
extent of mental health problems 
among young adolescents in the UK 
today.”

‘Crisis 
point’

Anna Feuchtwang, Chief Execu-
tive of the National Children’s Bu-
reau, said: “This study of thousands 
of children gives us the most com-
pelling evidence available about the 
extent of mental ill-health among 
children in the UK. With a quarter of 
14-year-old girls showing signs of de-
pression, it’s now beyond doubt that 
this problem is reaching crisis point.

“Worryingly there is evidence that 
parents may be underestimating their 

daughters’ mental health needs. Con-
versely, parents may be picking up on 
symptoms in their sons, which boys 
don’t report themselves. It’s vital that 
both children and their parents can 
make their voices heard to maximise 
the chances of early identifi cation 
and access to specialist support.

“The new research also suggests 
that signs of depression are gener-
ally more common among children 
from poorer families. We know that 
mental health doesn’t exist in a vacu-
um and as the government prepares 
to publish its plans to improve chil-
dren’s wellbeing, it must address the 
overlap with other aspects of disad-
vantage.”

One in four girls is 
depressed at age 14

The FINANCIAL -- In August 
2017, the Latvian airline airBal-
tic carried 386 597 passengers 
or 21% more than in the same 
period of 2016. For already the 
third month in a row it has been 
the biggest number of transport-
ed passengers in the airline’s 
history. During the first eight 
months of 2017, airBaltic has 
transported a total of 2 345 371 
passengers to its network span-
ning Europe, Scandinavia, Rus-
sia, CIS and the Middle East.

“We have seen three very 
strong and successful summer 
months”, Martin Gauss, Chief 
Executive Officer of airBaltic. 
“With a bigger fleet, we have per-
formed 16% more flights. Usu-
ally, when the number of flights 
increases, load factor becomes 
smaller. We have managed to 
increase both. Our load factor in 
July and August hit the highest 
mark in company’s history.”

“This summer has been excit-
ing not only to the company, 
but our passengers as well. With 

more state-of-the-art Bombar-
dier CS300 aircraft joining our 
fleet, now already every fourth 
passenger has the benefit of 

travelling with increased com-
fort of bigger seats, windows and 
much quieter aircraft,” Gauss 
noted.

In August, the airline per-
formed 4 799 flights, or 15% 
more than in the same period 
of 2016. During the first eight 

months of the 2017 airBaltic has 
operated 33 059 flights, accord-
ing to airBaltic.

The airline’s load factor, 
which represents the number of 
passengers as a proportion of 
the number of available seats, 
was at a level of 85.8% in Au-
gust 2017. During the first eight 
months of 2017, airBaltic’s load 
factor was at a level of 77.7% and 
it is the highest in the history of 
the airline.

The 15-minute flight punc-
tuality indicator for airBaltic 
reached a level of 85.1% in Au-
gust 2017. This means that more 
than 85 of every 100 airBaltic 
flights departed at the planned 
time or with a delay of no more 
than 15 minutes. The flight punc-
tuality indicator during the first 
eight months of 2017 reached a 
level of 87.4%.

For the summer season of 
2018 airBaltic has added Malaga 
(Spain), Lisbon (Portugal), Split 
(Croatia), Bordeaux (France) 
and Gdansk (Poland).

airBaltic Performed 14 324 Flights This Summer
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Investments (or any short-term transactions) in emerging markets involve signi  -
cant risk and volatility and may not be suitable for everyone. The readers of this 
document must make their own investment decisions as they believe appropri-
ate based on their speci  c objectives and  nancial 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 instabil-
ity, other political risks including without limitation changes to laws and tari  s, and 
nationalization of assets, and currency exchange risk.
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 Eastern European sovereign 10-year bond performance 

FIXED 
INCOME

Corporate Eurobonds: BGEO 
Group Eurobonds (BGEOLN) closed 
at 5.3% yield, trading at 103.3 (-0.3% 
w/w). Bank of Georgia GEL-denom-
inated Eurobonds (GEBGG) were 
trading at 100.0 (unchanged w/w), 
yielding 11.0%. GOGC Eurobonds 
(GEOROG) were trading at 107.0 
(+0.3% w/w), yielding 4.6%. Geor-
gian Railway Eurobonds (GRAIL) 
traded at a premium at 112.4 (+0.4% 
w/w), yielding 4.8%. 

Georgian Sovereign Euro-
bonds (GEORG) closed at 112.7 
(+0.1% w/w) at 3.1% yield to matu-
rity.

EQUITIES

BGEO Group (BGEO LN) shares 
closed at GBP 32.90/share (-0.21% 
w/w and -4.89% m/m). More than 
205k shares traded in the range of 
GBP 32.47 – 33.24/share. Average 
daily traded volume was 56k in the last 
4 weeks. FTSE 250 Index, of which 

BGEO is a constituent, gained 0.72% 
w/w and lost 1.18% m/m. The volume 
of BGEO shares traded was at 0.52% 
of its capitalization.

 TBC Bank Group (TBCG LN) 
closed the week at GBP 16.39 (+0.43% 
w/w and +5.20% m/m). More than 
311k shares changed hands in the 
range of GBP 16.00 – 17.01/share. Av-
eraged daily traded volume was 32k in 

the last 4 weeks.
Georgia Healthcare Group 

(GHG LN) shares closed at GBP 3.20/
share (-4.48% w/w and -5.88% m/m). 
More than 209k shares were traded in 
the range of GBP 3.15 – 3.40/share.  
Average daily traded volume was 22k 
in the last 4 weeks. The volume of 
GHG shares traded was at 0.16% of its 
capitalization.

MONEY MARKET
Re  nancing loans: National Bank of Georgia 

(NBG) issued 7-day re  nancing loans of GEL 1,050mn 
(US$ 423.8mn). 

Ministry of Finance Treasury Bills: 182-

days GEL 20.0mn (US$ 8.1mn) T-Bills of Ministry 
of Finance were sold at the auction held at NBG on 
September 13, 2017. The weighted average yield 
was fixed at 7.119%.  The nearest treasury security 
auction is scheduled for September 27, 2017, where 
GEL 20.0mn nominal value 5-year T-Notes will be 
sold.

TBC Bank Group (TBCG LN) 

BGEO Group PLC (BGEO LN) 

Georgia Healthcare Group (GHG LN) 
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ECONOMY
Real GDP grew 

4.7% y/y in 2Q17 
Georgia’s 2Q17 GDP growth 

was revised upward to 4.7% 
y/y from 4.0% y/y rapid esti-
mate  gure by GeoStat.  As a 
result, 1H17 growth came in at 
4.9% y/y compared to 3.0% y/y 
growth in 1H16. Construction 
was the fastest growing sector 
in 2Q17 expanding by 16.4% 
y/y, followed by hotels and 
restaurants (+12.9% y/y) and 
mining (+7.4% y/y). Declines 
were only posted in agriculture 
(-2.4% y/y) and electricity, gas 

and water production (-0.9% 
y/y) sectors.

Exports up 
25.6% y/y in Au-
gust 2017

In August 2017, exports 
increased 25.6% y/y to US$ 
236.1mn, imports were up 
1.2% y/y to US$ 699.7mn 
and the trade deficit nar-
rowed 8.0% y/y to US$ 
463.6mn, according to Geo-
Stat. Overall in 8M17, the 
trade deficit was down 0.9% 
y/y at US$ 3.3bn as exports 
were up 28.5% to US$1.7bn, 
while imports increased 
7.5% to US$ 4.9bn.

Increased exports of ferro-
alloys (+134.1% y/y), cars 
(+22.6% y/y), wine (+58.1% 
y/y) and pharmaceuticals 
(+65.0% y/y) were the major 

commodities driving export 
growth in August 2017. In 
contrast copper exports were 
down 7.5% y/y.

Petroleum (+23.4% y/y), 
copper (+54.7% y/y), cars 

(-32.8% y/y), pharmaceu-
ticals (+12.8% y/y) and 
phones (+27.3% y/y) rep-
resented the top 5 import-
ed commodities in August 
2017. 

Producer price 
index up 0.8% 
m/m and up 
11.5% y/y in Au-
gust 2017

PPI for industrial goods was 
up 0.8% m/m in August 2017, 
according to GeoStat. A 0.6% 
price increase for manufactur-
ing contributed the most to the 
overall index change as prices 
were up for manufacture of ba-
sic metals and fabricated metal 
products (+5.2% m/m) and 
chemicals and chemical prod-
ucts (+4.0% y/y), while prices 
were down for food, beverages 
and tobacco (-1.0% m/m).

Annual PPI was up 11.5% in 
August 2017. Rising prices in 
manufacturing (+11.4% y/y) 
contributed the most to the 
overall index change. Prices 
were also up for supply of elec-
tricity, gas and water (+10.1% 
y/y) and for mining and quar-
rying (+18.0% y/y).

Georgia sovereign credit ratings  
 
 
 
 
 
 
 
 
 
 

Real GDP growth, % 

Exports by commodities, 8M17 Imports by commodities, 8M17 

Key macro indicators 
8M17 2016 2015 

GDP (% change) 4.7%(1) 2.7% 2.9% 

GDP per capita (ppp) … 10,044 9,601 

GDP per capita (US$) … 3,853 3,767 

Population (mn) 3.7 3.7 3.7 

Inflation (eop) 5.7% 1.8% 4.9% 

Gross reserves (US$ bn) 2.9 2.8 2.5 

CAD (% of GDP) … 13.5% 12.0% 

Fiscal deficit (% of GDP) … 4.1% 3.7% 

Total public debt (% of GDP) … 44.6% 41.4% 

International ranking, 2016-17 

Source: O   cial data, IMF
(1) As of 7M17

Source: GeoStat Source: Rating agencies
Source: World Bank, Heritage 
Foundaition and World Economic Forum

Source: NBG
Note: Index growth means appreciation of exchange rate, decline means depreciation of 
exchange rate.

Source: NBG

Ease of Doing Business       
# 16 (regional leader) 

Economic Freedom Index  
# 13 (mostly free)

Global Competitiveness Index                                          
# 59 (improving trend)

Nominal Effective Exchange Rate and Real Effective Exchange Rate 

marketsmarkets
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hotelshotels|  places we strongly reccommend to visit  |

Tel.: 293 14 04, Fax: 299 93 11
info@betsyshotel.com
www.betsyshotel.com

Betsy’s Hotel

32-34 Makashvili Street, 
0108, Tbilisi, Georgia

Tel: 251 00 01
Fax: 253 00 44

info@zarapxana.ge
www.zarapxana.ge

15 Lubliana Str.

Hotel
“O. Galogre”

8, Vakhtang Gorgasali Str. Batumi, Georgia
 Tel: +995 422 27 48 45
info@hotelgalogre.com
www.hotelgalogre.com

Tel: +995 422 229000
E-maill: info.batumi@ sheraton.com

www.sheraton.com/batumi

The tickets are available at tbilisi 
international airport freedom square 4

courtyard marriott hotel, 1st fl oor
Tel: 2400 400;  2400 040

13 Shavteli Str.
Tel: 2439494

info@ambasadori.ge
www.ambasadori.ge

5 Chavchavadze Ave.

Tel.: 222 44 17
577 22 99 22

plasticsurgerygeo.com

Radisson Blu Iveria Hotel 
Rose Revolution Square 1 

Tel.: 240 22 00; Fax: 240 22 01 
info.tbilisi@radissonblu.com 
radissonblu.com/hotel-tbilisi 

6 Kavsadze Str.
Tel: 2 25 15 45

2 55 44 55
www.lottravel.ge

275 Agmashenebeli 
Ave.,

Kobuleti, Georgia
Tel: 2242400
Fax: 2242403GEORGIA PALACE

HOTEL

E-mail: info@gph.ge, www.gph.ge

4 Freedom Square
Tel: 2988 988, Fax: 2988 910

E-mail:gmt@gmt.ge, www.gmt.ge

Georgian Real Estate 
Management

The Green Building,
6 Marjanishvili Street, 

0102 Tbilisi

Tel: 243 30 77, Fax: 243 30 79
www.fi rstbrokerage.ge

E-mail: info@fi rstbrokerage.ge

26 May Square
Tel: 2300099

E-mail: info@hi-tbilisi.com
www.hi-tbilisi.com

4 Freedom Square,
Tel: +995 32 254 70 30
Fax: +995 32 254 70 40
tbilisi@citadines.com

Because life is about living

№ 1 Kheivani street 12/13; Tbilisi, Georgia
Phone: (+995 32) 2 24 23 21;
Phone: (+995 32) 2 24 23 22

E-mail: reservation@cronpalace.ge

Tel: 31 99 99
hotel@tifi lis.ge

addr:
#9 Grishashvili 

Str.

Divan Suites 
Batumi

Address: 
Jordania/Z. 

Gamsakhurdia 
Str. 8/15

(422)255 522

info.batum@divan.com

Addr: 11, Apakidze str.
Tel.: 2 300 777

 Best 
Western 

Tbilisi

Radisson Blu Hotel Batumi
1, Ninoshvili str., Batumi
Tel/Fax: 422255555

info.batumi@radissonblu.com 
radissonblu.com/hotel-batumi

45a M.Kostava St.,
0179 Tbilisi, 

Georgia;

Tel.:
(+995 32) 219 11 11
www.hotelcoste.ge

Address: 1/3 Melashvili Street 6000 
Batumi,Georgia | +995 422 225790
www.batumiworldpalace.com
info@batumiworldpalace.com

Tel: 277 00 
40/50

Addr: 20 
Metekhi str.

info@tbilisiinn.com 

http://www.tbilisiinn.com/
LEOGRAND HOTEL & CASINO

Tel: 0422 24 20 20; info@leograndhotel.com
Addr.Gogebashvili Str. 60; Batumi

Addr: # 14/14 
I.Kurkhuli Str.
Tel : 55 66 55

http://www.laerton-hotel.com/

13, Rustaveli Avenue.; 
Tel.: 2 779 200

www.TbilisiMarriott.com
tbilisi.marriott@marriotthotels.com

4, Freedom Square,
Tel: 2 779 100 

www.CourtyardTbilisi.com
courtyard.tbilisi@marriotthotels.com

P: (+995) 322 555 888
M: (+995) 596 555 885

E: info@vinotel.ge,
reservation@vinotel.ge

W: www.vinotel.ge

CITY AVENUE Hotel
Agmashenebeli Ave.140B; 0112, Tbilisi, 

Georgia; Phone: +995 32 2244 144
Email: info@cityavenue.ge; Web: www.cityavenue.ge

Tel:
2 50 50 25; 2 97 32 97

Fax: 2 50 50 26
Email:

info@hotelspreference.ge

HOTELS & 
PREFERENCE 

HUALING TBILISI

Addr: Hualing. Tbilisi Sea New City

HOTEL SPUTNIK BATUMI 

28, Shervashidze Ascent;  Batumi/Georgia 
Tel: +995 (422)  27 60 66;  +995 577 65 08 08

E mail: sales@hotel-sputnik.com; www.hotel-sputnik.com

For advertising 
please contact:
558 03 03 03

marketing@fi nchannel.com

Hotel River Side
+(995 32) 224 22 44;

Right bank of Mtkvari , Brosse Street Turn
info@riverside.ge

HOTEL
PUSHKIN

Bochorma street N 3
Tel: (+995 32)2 19 23 53
E mail: info@hotelpushkin.ge
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BUSINESSTRAVELCOM
HOTEL AND AIRTICKET BOOKING: 
2 999 662 | SKY.GE

For advertising 
please contact:
558 03 03 03

marketing@fi nchannel.com

For advertising 
please contact:
558 03 03 03

marketing@fi nchannel.com

BUREGERCLASICO

40, Chavchavadze Ave.   Tel: 229 42 30

24/24

Red Café - 
Bistro & Cafe

# 71 Vazha-
phavela Ave.
Tel: 2201 211

info@redcafe.ge

PREGO

84, Barnovi Str.
Tel: 225 22 58

15, Erekle II.
Tel: 293 14 11

2, MarjaniSvili Str. 
Tel: 2 999 723

41, Gamsakhurdia Str.
Tel: 237 96 88

SIANG-GAN

ENGLISH TEE 
HOUSE

5, Marjanishvili Str. 
Tel: 294 16 20

TWINS - gift 
store. 

Exclusive decor, 
designer Items 

from U.S.

25 Akhvlediani  str. Tbilisi

Tbilisi
13 Taktakishvili Street,

Tel.: (+995 595) 90 71 80
19 Petriashvili Street,

Tel.: (+995 595) 33 82 10
7 Pekini Street,

Tel.: (+995 591) 19 39 68
78 Chavchavadze Avenue (Bagebi),

Tel.: (+995 599) 09 56 70;47
Kote Apkhazi Str (Leselidze),

Tel.: (+995 599) 095670
12 Amaghleba street (Sololaki),

Tel.: (+995 599) 08 34 53
1 Ateni Street,

Tel.: (+995 591) 70 90 22
25 Gagarini street,

Tel.: (+995 591) 19 39 68
24A Pekini street,

Tel.: (+995 591) 96 19 90
7 Mtskheta Str.

Tel.: 599 21 53 83

Book 
Corner

13b, Tarkhnishvili Str.
Tel: 223 24 30

contact@bookcorner.ge

https://www.facebook.com/RespublikaGrillBar/

Respublika Grill Bar

Addr: 3 Vekua Street.
(Trade Center GTC)

Tel.: 2 93 61 38

CAFE 
CINEMA

4, Vashlovani Str.
Tel: 298 90 86

PICASSO

Literary cafe   “MONSIEUR JORDAN”
V. Gorgasali  st.,17
Tel.: 275-02-07

MEPETUBANI

Addr: 3 Erekle II square 
Tel: +995 598 77 09 68

1. 7 Sandro Euli St. Tel.595 99 22 77
hello@stradacafe.ge Each Day 10:00 – 01:00   

2.#5  Marjanishvili Str. 595 99 22 88

19 Pavle Ingorokva str. Tbilisi
+995 555 004151

LE MARAIS

32 Abashidze Str.  Tel: 222 40 83

34, Rustaveli Ave. 
Tel: (+995 32) 2923 592

Phone:
+995 599 27 60 

67 /
(032) 2 15 85 90

Addr:
Erekle II’s 
square 10

PROSPERO’S PROSPERO’S 
BOOKSBOOKS

37 Chavchavadze Ave.
Tel.: 291 30 26; 291 30 76

TEKLA PALACETEKLA PALACE

TIFFANY BAR AND TERRACETIFFANY BAR AND TERRACE

Address: Mari Brose Street, 
Open today · 11:30AM–11PM

Phone: 0322 24 22 44

diningdining|  places we strongly reccommend to visit  |

1 Brother
Kakabadze Str.

Tel: 292 29 45;
Fax: 292 29 46;

tk@mcdonalds.ge
Mrgvali Baghi Square; 7a Pekini Ave.34 Kote 
Afkhazi Str;125 David Aghmashenebeli Ave

Tel: +995 322 380802; info@lucapolare.com
www.lucapolare.com;   LucaPolareOriginal

La Brioche

Addr: Batumi, 
Georgia, Parnavaz 

Mepe №25

Tel.: 260 15 36
info@piazza.ge, www.piazza.ge

4, Besiki Str.

Tel: 2 519 966
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DON’T MISS

The 2nd Annual

Financing Innovation for a Low Carbon Future 

#SInv17  @Climate_Action_ 
www.sustainableinvestmentforum.org

19th September 2017
Crowne Plaza Hotel, Times Square, NYC, USA

400+
Attendees 

35+
Speakers 

50+
Sponsors & Partners 

Elliott Harris
Assistant Secretary-

General and Head of the 
New York Offi ce 
UN Environment

Howard Bamsey
Executive Director 

Green Climate Fund 
Secretariat

Philippe Desfosses
Chief Executive Offi cer
Retraite Additionnelle 

de la Fonction Publique 
(ERAFP); Vice Chair, IIGCC

Raymond Johansen
Governing Mayor 

Oslo

Betty T. Yee
California State 

Controller

Tobias Read
State Treasurer

Oregon

Offi cal Event PartnerGold Sponsors Taking Place during

Brought to you by

MEDIA SPONSOR:

publicitypublicity


