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The FINANCIAL -- Men and
women in the United States
generally agree on many of
the personal qualities and
competencies they see as essential for political and business leaders to have. But
there are notable diﬀerences
in the importance they ascribe to some of those qualities, according to a new Pew
Research Center survey.
Large majorities of men
and women alike say it’s essential that politicians in high
oﬃces be honest and ethical
(91% and 90%, respectively),
work well under pressure
(79% each), be able to work
out compromises (79% and
77%) and stand up for what
they believe in (74% and
75%).
Continued on p. 14
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Digital Will Influence $4
Trillion in Retail Purchases in
Emerging Markets by 2022
The FINANCIAL – In Four
Years, Emerging Markets
Will Account for 3 Billion Online Users—Three Times the
Number in Developed Markets. Driving That Influence
Will Be 900 Million New Internet Users.
The value of digitally influenced spending in emerging
markets will approach $4 trillion by 2022, amounting to
about 50% of all retail spend-

ing in Asia, Latin America, and
Africa. But the dynamics will
vary widely between markets,
requiring B2C companies to
“de-average” their oﬀerings
in order to succeed, according to a report by The Boston
Consulting Group (BCG) that
is being presented today at the
World Economic Forum here.
Half of the population in
emerging markets worldwide is now connected to the

internet, the report says—a
stunning increase from 2010,
when fewer than a quarter of
those in emerging markets
were online. In addition, by
2022, nearly 900 million
more emerging-market consumers will be online, versus
just 80 million new internet
users in developed markets.
Continued on p. 10
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Europeans favor taking in
refugees, but most disapprove
of EU’s handling of the issue
The FINANCIAL -- Three
years after a record 1.3 million migrants sought asylum
in Europe, a majority of people in several European countries say they support taking
in refugees who are fleeing
violence and war, according
to a Pew Research Center survey. However, most people in
these countries disapprove of
the way the European Union
has dealt with the refugee issue.
About three-quarters or
more of adults in Spain, the

Netherlands, France and the
United Kingdom support taking in refugees from countries
where people are fleeing violence and war, according to
a global survey conducted in
the spring of 2018 that included 10 EU countries. Similar shares in Germany and
Sweden – which saw large influxes of migrants seeking refugee status in 2015 and 2016
– back taking in refugees.
Continued on p. 6

Initiatives to
AI and related technologies could create Government
Decrease Indebtedness and
around 90 million more jobs in China
than they displace over next two decades their Possible Implications
The FINANCIAL

A

round 26% of existing jobs in China
could be automated
over the next 20
years, but this is
projected to be more than oﬀset
by job creation of 38%, giving
an estimated net gain of 12%,
according to PwC latest study.

Services (+29%) and construction (+23%) could see the largest
net increases in jobs by 2037 in
China, oﬀset by estimated net job
losses of around 10% in agriculture. Positive net job impacts in
China contrast with broadly neutral estimated impact for the UK.
AI and related technologies
such as robots, drones and autonomous vehicles could provide a
net boost to employment in Chi-

na of around 12% over the next
two decades, equating to around
90 million additional jobs.
PwC estimates that the boost
from AI and related technologies to economic growth in
China could create millions of
new jobs, more than oﬀsetting
displacement of existing jobs.
Continued on p. 8

By GIORGI KHISHTOVANI,
Director at PMC Research
and SOPO BASILIDZE,
Junior Researcher at
PMC Research

I

ndebtedness has been one of
the main problems on which the
Government of Georgia (GoG)
has been focusing recently. To
reduce the level of indebtedness in the country and to protect

borrowers’ rights, the GoG has adopted several laws and regulations.
We have highlighted the following
four GoG initiatives in this regard:
Initiative 1. From 15 January
2017, for financial organizations the annual eﬀective interest rate cap was set at 100%
and from 1 September 2018,
the maximum annual eﬀective
interest rate on loans has been
reduced from 100% to 50%.
Continued on p. 13
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By JOHN MERCURIO

H

istorically,
hardware
advancements in bitcoin
mining
have
yielded
better
profit margins. The move to
ASICs from CPUs and GPUs
brought processing bitcoin
transactions to a new level
and made old hardware obsolete, meaning those with
the fastest and smallest chips
brought home the most value.
But, as hardware becomes
more complex, that will no
longer be true. In short –
hardware superiority will
be measured by more than
nanometers. Investors must
start looking at overall performance.
The economics of cryptomining are rather straightforward. Mining equipment
and infrastructure costs are
considered capital expenditures (CAPEX) while operational expenditures (OPEX)
primarily consist of electricity costs. The success of
a mining operation is then
based on two fundamental
parameters – your cost per
terahash/second
(TH/S),
which is really the price of
your equipment; and your
Joules per terahash (J/TH),
which indicates the power efficiency of your hardware.
Missing from this equation
is the cost/benefit analysis
of technological innovation.
That needs to change.
Consider the car engine.
For years, people assumed

that higher engine volumes
meant “faster” engines, and
faster cars. That is, of course,
until the advent of turbocharged, hybrid and electric
vehicles. The small volume of
a 1.6-liter Formula-1 engine
is irrelevant if the race car
can achieve 300kmh. In this
case – and as will soon be the
case with mining hardware –
secondary technical characteristics don’t tell the whole
story. Performance characteristics will.
In the ever-competitive
market for mining ASICs,
we’ve already seen a similar
eﬀect. Customers, understandably, have expected a
serious performance increase
when they moved from 16nm
ASICs to 7nm ASICs. But
one by one, mining vendors
fell short. Mining machines
based on 7nm technology
not only demonstrate unimpressive results, but they also
have identical performance
characteristics to the massively deployed and wellknown 16 and 14nm ASICs.
The cost, however, of producing and releasing these
newer chips is (according to
multiple experts) astronomical.
Bitfury is leading the way
by focusing on improving all
performance characteristics
of our next generation of
hardware. We are looking at
all factors, including silicon
packaging, chip eﬃciency,
optimal power distribution,
cooling designs and speed of
development. We think that
this will lead to a turnkey solution that delivers the best

ROI for our customers – regardless of ASIC size.
In 1993, Intel upended
the entire microprocessor
market when they released
Pentium. Pentium microprocessors were not any smaller
than their existing products,
but unbelievably faster and
more eﬃcient. The “Pentium” eﬀect is coming to the
crypto mining industry soon.
Bitfury is ready.
Are you?
John Mercurio is the acting chief communications
oﬃcer at The Bitfury Group

Tbilisi Free Zone
(TFZ) - the only free
industrial zone in Eastern
Georgia, located in the capital city Tbilisi. TFZ occupies
17.0 ha land, arbitrarily divided into more than 30
individual plots equipped
with all the necessary utilities needed for seamless operation of the warehousing
or production facilities. It
provides direct access to the
largest labor pool in Georgia, as well as immediate
proximity to the main cargo
transportation
highway,
Tbilisi International Airport
(30 km) and the city center (17 km). TFZ oﬀers such
tax, legal and administrative
environment, where tenant
companies oriented on production of export goods or
engaged in international
trading and services, can receive
maximum financial eﬀect.

We are welcoming companies from diverse fields of
business including technology, trading and services,
manufacturing,
logistics,
warehousing
and
others. Companies registered
in the Tbilisi Free Industrial
Zone benefit from following
advantages:
Tax incentives, which implies full or partial exemption from taxes.
Simplified procedures for
company registration and its
further operation.
Strategic location, which
ensures easy access to diﬀerent markets and reduction of
operational costs.
Eligibility to national certificate of origin which gives
local companies all the benefits of free
trade agreements between
Georgia and EU, China, CSI,
Turkey Being registered in
the Tbilisi Free Industrial
Zone, companies engaged
in international commercial
and industrial operations are
exempt from the following
taxes:
Corporate tax - 15% of the
taxable profit base.
Dividend tax - 5%.
Value Added Tax (VAT) 18%.
Import tax - up to 12% of
import value.
Property tax - 1% of the average book value of property.
Tbilisi Free Zone is a tenancy destination for international and local companies
uniquely combining the benefits of the capital city location and a tax-free environment.
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Study identifies over
65 ways blockchain
technology can fix global
environmental challenges
The FINANCIAL

B

According to the report,
these and other opportunities
have been largely untapped
by developers, investors and
governments, and represent
an opportunity to unlock and
monetize value that is currently embedded in environmental systems.
“It is important for anyone
thinking about developing
or investing in a blockchain
application for the environment to take a step back and
ask three essential questions:
will blockchain solve the actual problem, can downside
risks or unintended consequences be acceptably managed, and has the right ecosystem of stakeholders been
built?”Celine Herweijer, Partner, PwC UK.
If harnessed in the right
way, blockchain has significant potential to enable the
transition to cleaner and
more resource-preserving de-

centralized solutions, unlock
natural capital and empower
communities. This is particularly important for the environment, where the tragedy of
the commons and challenges
related to non-financial value
are prevalent.
“If history has taught us
anything, it is that these
transformative changes will
not happen automatically,”
said Dominic Waughray,
Head of the World Economic
Forum’s Centre for Global
Public Goods. “They will require deliberate collaboration
between diverse stakeholders
ranging from technology industries through to environmental policy-makers, and
will need to be underpinned
by new platforms that can
support these stakeholders to
advance not just a technology
application, but the systems
shift that will enable it to truly
take hold.”

Advertiser: Radio Commersant. Contact FINANCIAL Ad Dep at marketing@finchannel.com

lockchain
applications could disrupt
how the world manages environmental
resources, helping to
drive sustainable growth and
value creation. This opportunity remains largely untapped
by developers, investors and
governments as the majority of projects are currently
focused on areas like fintech
and supply chains. A new
study by PwC for the World
Economic Forum identifies
more than 65 ways blockchain
can be applied to the world’s
most-pressing environmental
challenges.
Blockchain-enabled solutions are currently being explored to improve the sustainability of global supply chains
and could help overcome illegal activities by tracking fish
from “bait to plate”, or commodities like palm oil, beef
and soy from “farm to fork”.
Such transparency is vital in
influencing consumer decisions, updating supply chain
practices and triggering new
governance
arrangements.
Blockchain-enabled
smart
contracts could, for instance,
be used to underpin innovative tenure arrangements that
give specific resource rights to
communities or fishers.

DISCOVER MORE:
ISTANBUL
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Europeans favor taking in refugees, but most
disapprove of EU’s handling of the issue
The FINANCIAL -- Three years after
a record 1.3 million migrants sought
asylum in Europe, a majority of people in several European countries
say they support taking in refugees
who are fleeing violence and war,
according to a Pew Research Center survey. However, most people
in these countries disapprove of the
way the European Union has dealt
with the refugee issue.

Majorities in
several EU
countries support
taking in refugees
About three-quarters or more of
adults in Spain, the Netherlands,
France and the United Kingdom
support taking in refugees from
countries where people are fleeing violence and war, according to
a global survey conducted in the
spring of 2018 that included 10 EU
countries. Similar shares in Germany and Sweden – which saw large
influxes of migrants seeking refugee
status in 2015 and 2016 – back taking in refugees.
There is also majority support
for taking in refugees in Greece and
Italy, which have been main entry
points into Europe for migrants
in recent years. Notably, people in
these countries generally expressed
negative views toward refugees following the 2015 migration surge.
People in Poland and Hungary
are less likely to support taking in
refugees. About half in Poland (49%)
voice support, and only about a third
(32%) say the same in Hungary,
where thousands of migrants sought
asylum in 2015.
In June, Hungary’s parliament
passed legislation that made it a
crime to assist asylum seekers and
refugees – one reason why the European Parliament recently voted to
pursue sanctions against Hungary
for not upholding core EU values.
Support for taking in refugees
varies around the world. About twothirds or more of people in Mexico,
Canada, Australia, the United States
and Japan say they support taking refugees from countries where
people are fleeing violence or war.
This support comes at a time when
the number of refugees allowed to
resettle in Canada, Australia and the

U.S. has decreased.
In September, the U.S. announced
it would resettle a maximum of
30,000 refugees during fiscal 2019,
a record low. There is mixed support, however, in South Africa, Russia and Israel, where roughly half
or fewer say they support taking in
refugees fleeing violence and war.
The EU is grappling with how to
handle the ongoing arrival of migrants seeking asylum on its shores.
Nearly all of these migrants arrive on
the Mediterranean shores of Greece,
Italy or Spain; more than 2 million
migrants have entered Europe this
way since 2009. About half have
come from the Middle East-North
Africa region, including large numbers of Syrians and Iraqis displaced
by conflict. Hundreds of thousands

from sub-Saharan Africa have also
arrived.
Most migrants apply for asylum
after arriving in a European country
in hopes of gaining refugee status.
Asylum seekers then often wait for
months, if not years, to have their
applications processed. Those who
obtain refugee status receive permission to stay in the country a year
or longer, and many receive help
to integrate. Not all asylum seekers receive refugee status. Rejected
applicants who do not appeal the
decision are required to leave Europe either voluntarily or through
deportation, though some remain
in Europe without authorization. In
several European countries, most
disapprove of how EU has handled
the refugee issueWhile people in

Number of scientists and
engineers up 2% in 2017
The FINANCIAL

I

n 2017, the number of scientists and
engineers in the European Union
(EU) aged between 25 and 64 increased by 2% when compared with
2016. The total number of scientists
and engineers in the EU is estimated
to be 16.5 million, and they represent
one in five (21%) of all workers employed in science and technology occupations in the EU.
In terms of the distribution of scientists and engineers across the EU,
for most countries this is generally in
line with their share of the EU population. However, the United Kingdom
and Germany together accounted for
38% of the scientists and engineers
in the EU, which is higher than their
combined share of the EU population
(29%). In contrast, Italy and France
accounted for 16% of the scientists
and engineers in the EU, which is below their combined share of the EU
population (25%).

some EU countries support taking in
refugees, there is widespread disapproval of how the EU has handled
the refugee issue, the survey finds.
In Greece, Sweden, Hungary and
Italy, about eight-in-ten or more disapprove of the way the EU is dealing
with the issue. In fact, across all 10
EU countries surveyed, majorities
disapprove of how the EU is dealing
with the refugee issue.
Europeans were not asked what
elements of the EU’s actions on refugees they disapprove of. However,
disapproval levels in Germany, Hungary, the Netherlands and Sweden
are at similar levels as in 2016, immediately following the migration
surge.
A previous Pew Research Center
survey showed that majorities in

most EU countries surveyed prefer
that their national government, and
not the EU, make decisions on migration issues. In many countries,
disapproval levels with how the EU
has dealt with the refugee issue have
exceeded disapproval rates of the
EU’s handling of the economy, according to the Center’s spring 2017
survey.
This suggests that the refugee issue is not simply a sign of broader
disapproval of the EU. Discontent
with how the EU is dealing with the
refugee issue comes as Austria holds
the European Union’s presidency
through the end of 2018. Austria is
advocating for policies that prevent
migrants from entering Europe
without authorization and applying
for asylum.

30,000 Ukrainian
households benefit
from EBRD’s energy
efficiency programme
The FINANCIAL -- The EBRD-managed programme supporting energy
eﬃciency in Ukrainian homes has
reached a milestone of investing over
UAH 1 billion (equivalent of over
€30 million). More than 30,000
Ukrainian households took out loans
from local commercial banks which
participate in the programme to invest in green technologies for their
homes; of those, over 20 thousand
projects have already been verified
as eligible for investment grants.
The loans have been made as part
of Ukraine Residential Energy Efficiency Financing Facility (UREEFF), otherwise known as IQ energy, designed to promote energy
eﬃciency investments. The facility
is run by the EBRD and supported
by €15 million in grant funding
from the Eastern Europe Energy Ef-

ficiency and Environment Partnership (E5P)*, to which the European
Union is the largest contributor, and
where Ukraine is also one of the donors. Additional technical assistance
funding is provided by Sweden.
UREEFF targets Ukraine’s residential sector, which is responsible
for over a third of the country’s energy consumption. With over 10 million buildings, many of which were
built in the Soviet era with poor energy performance, there is enormous
potential to not only cut energy bills
but make Ukrainian homes more
comfortable at the same time.
The programme operates in several stages. First, the programme’s
partner banks, Credit Agricole
Continuedon p. 10
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MERAB PACHULIA, GORBI

After 7 years, Putin’s Favorability
Ratings Drop among Georgian Citizens

G

eorgian citizens
feel less optimistic
about
world
leaders
compared
to 2014. Over the last four
years, favorability ratings for
world leaders such as Donald
Trump, Vladimir Putin and
Xi Jingping have all dropped
universally.
Nevertheless,
their relative ranking compared to each other remains
the same. In this column I
present data on Georgian attitudes towards various country leaders (in Chart 1). The
data is based on GORBI’s nationwide surveys conducted
in September 2018 among
1,500 respondents across the
country except the occupied
territories.
Ever since the early 1990s
when GORBI first started
conducting public opinion
surveys in Georgia, American
presidents have been winning Georgians’ hearts. Regardless of party aﬃliation,
their favorability ratings have
always topped the list. The
trend continues in 2018 and
U.S. President Donald Trump
enjoys higher favorability ratings in Georgia (56%) than
in his own country where it
stands at around 39% (Gallup, 2018). Even so, Trump
enjoys comparatively less
popularity among Georgians
compared to his predecessor
Barack Obama (64% favorable, GORBI 2014).
The U.S. President is not
the only one whose favorability ratings have fallen compared to his predecessor. It
is common for politicians to
have higher favorability ratings in the beginning of their
political careers, which usually diminishes as the time
goes on. The majority of the
world leaders demonstrated
on Chart 1 have been in power
for quite some time, and the
downward trend in their fa-

Chart 1. Positive & negative attitudes towards key people
and lack of awareness (%)

Chart 2. Mr. Putin’s rating down for the first time since 2009

Source: GORBI nationwide survey of 1,500 respondents,
September 2018.

Source: Gallup International/GORBI nationwide surveys

vorability is depicted by the
attitudes of Georgians. For
example, even though Ilham
Aliyev still enjoys comparatively high favorability among
Georgian citizens, with 49%
saying that they have favorable or somewhat favorable
attitudes towards him, his
ratings have nevertheless fallen compared to 2014, when
56% expressed favorable attitudes towards the President
of Azerbaijan. Petro Poroshenko’s ratings have fallen as
well, with 38% of Georgian
citizens favoring the Ukrainian President, compared to
48% favoring him in 2014.
Even the ratings of President
of Iran Hassan Rouhani have
fallen, with only 13% saying
they have favorable or somewhat favorable attitudes towards him, compared to 26%
favorability he enjoyed in
2014, Possibly because he was
elected in 2013 and dove right
into the Iran nuclear deal and
people heard about him on the
news. Part of the explanation
for Rouhani’s falling rating
could be tremendous influx
of Iranian tourists to Georgia
in the last couple of years. If

one walks around in Tbilisi,
especially on Marjanishvili
Ave for example, he/she will
find as many if not more Iranians than Georgians, though
one might confuse them with
the high number other Middle
Easterners and Turks there.
On the contrary, President of
Belarus Alexander Lukashenko has quite a stable favorability rating among Georgians,
with 48% saying they have
positive attitudes towards
him. This is a decline of only
1% from 2014. Part of the reason for this could be that Lukashenko has visited Georgia
a few times and expressed his
support for Georgia’s territorial integrity. During his most
recent visit in 2018 he said, “I
know that warm and decent
people will greet me here,
like it is in Belarus. I feel here
like I am at home” (Georgia
Today). And his positive attitude mirrors the favorability
ratings of Georgians towards
Lukashenko.
It is interesting that since
the war with Russian in
2008, President Putin’s ratings have seen an upward
trend in favorability among

Georgians. This changed in
2018 when his ratings began
to trend downwards. There
can be both local and international reasons for this: first,
in 2018 there were a number of cases in which Russian troops kidnapped Georgians less than 20 miles from
Tbilisi’s surrounding villages.
One incident was particularly
famous in which Russian
troops, backing local separatists, kidnapped and killed
Georgian citizen Archil Tatunashvili and then even failed
to hand over his dead body
on time. This case was widely
publicized in traditional and
social media. In addition, a
social media campaign has
been very active in 2018,
with many Facebook users
putting “I am from Georgia,
and 20% of my country is
occupied by Russia” as their
profile photos. A few months
ago, at Russia’s and possibly
Mr. Putin’s personal request,
President of Syria, Bashar
Al Assad, recognized the independence of Abkhazia,
signed diplomatic contracts
and met with de-facto President of Abkhazia Khajimba.

This action was perceived as
yet another Russian step towards solidifying Moscow’s
control and occupation of
the Georgian region. As a result, the memories and consequences of the 2008 war
were awakened among the
Georgian population, which
should be one of the major
factors that Putin’s favorability ratings are dropping
among the Georgian population. Another reason for Putin’s falling rating among the
Georgian population could be
his international image. Economic sanctions from the U.S
and its allies are increasing
against Russia despite Mr.
Putin’s eﬀorts to improve relations with the U.S.
To summarize, even though
the U.S president’s ratings
have plummeted, with Trump
being less popular than
Obama, the Georgian population still finds him as the
most favorable world leader,
with 57% showing positive attitudes towards him. This is in
sharp contrast with Mr. Putin,
who has the lowest favorability ratings among Georgian
citizens, with 75% saying that

they have unfavorable or very
unfavorable attitudes toward
the Russian president, again
demonstrating their proAmerican attitudes.
Georgia has hosted six of
the world leaders listed above,
including Mr. Trump (at that
time he came to Georgia for
business). Though over the
last few years, we have developed a sound relationship
with the People’s Republic
of China which is helping us
in many ways and not only
to diversify our wine export
markets. Half of respondents
in the survey have never even
heard of Mr. Xi, the leader
of the world’s second largest
economy (and first in terms
of purchasing power parity).
Our relationship with Iran
has also approached unseen
heights, but like the Chinese
leader, around half of Georgians are unaware of Mr. Rouhani. There are two proven
ways to increase this awareness: respective embassies
should do more to improve
communication with the
public and these presidents
should visit Georgia. I would
prefer the latter and I wish I
had the power to invite both
to Georgia. As for Mr. Putin,
I do not think he or members
of his clan will be welcome in
Georgia anytime soon and he
has only himself to blame.
Note: I would like to
extend special appreciation
to Ani Lortkipanidze who assisted with the analysis and
charts featured in this article
GORBI is an exclusive
member of the Gallup International research network
and has more than two decades of experience in survey
research (gorbi.com)

AI and related technologies could create
around 90 million more jobs in China
than they displace over next two decades
The FINANCIAL

A

round 26% of existing jobs in China could
be automated over the
next 20 years, but this
is projected to be more
than oﬀset by job creation of 38%,
giving an estimated net gain of
12%, according to PwC latest study.
Services (+29%) and construction
(+23%) could see the largest net
increases in jobs by 2037 in China,
oﬀset by estimated net job losses of
around 10% in agriculture. Positive
net job impacts in China contrast
with broadly neutral estimated impact for the UK.
AI and related technologies such
as robots, drones and autonomous
vehicles could provide a net boost
to employment in China of around
12% over the next two decades,
equating to around 90 million additional jobs.
PwC estimates that the boost
from AI and related technologies

to economic growth in China could
create millions of new jobs, more
than oﬀsetting displacement of existing jobs. But the report argues
there is no room for complacency
given the projected scale of disruption to the labour market from
these technologies.
This new analysis for China
contrasts with PwC’s earlier research suggesting a broadly neutral net impact of AI and related
technologies on jobs in the UK. In
that analysis, PwC found that these
technologies could displace around
20% of existing UK jobs by 2037,
but could create a similar number
of additional jobs by boosting economic growth. Based on previous
research, PwC judges that results
for the UK are likely to be broadly
similar to the average across OECD
countries.
Relative to the UK estimates,
China is projected to see a higher
level of job displacement (26% vs
20%) due to the greater scope for
further automation in manufactur-

ing and agriculture in China. But
this is more than oﬀset by the larger estimated boost to GDP in China
from AI and related technologies,
which will also feed through into
much greater job creation in China
(38%) relative to the UK (20%) (see
attached table for detail).
“We expect the sectors benefiting most from AI and robotics to be
those such as healthcare that combine strong underlying demand
growth with a relatively high propensity to see benefits from application of these technologies”, John
Hawksworth, lead author of the
report and Chief Economist, PwC
UK, commented that. However, it
is important to recognise that most
of the new jobs created will have
nothing directly to do with AI or robots, but will simply be the product
of a richer society with consequent
increased demand for goods and
services of all kinds.
“While we project the net economic impact of AI to be positive,
these technologies will be disrup-

tive and our analysis therefore suggests no room for complacency. For
governments around the world, the
challenge is to maximise the benefits from these technologies, including continuing to invest heavily
in the development of world class
AI skills, while mitigating the costs
to displaced workers through retraining programmes and a stronger social safety net, funded from
the proceeds of increased economic
growth. Only in this way can the potential benefits from AI and related
technologies be spread as widely as
possible across society.”
The study highlights great opportunities to business from investing in AI and related technologies in China, covering all aspects
of operations from marketing and
product personalisation to R&D,
productive eﬃciency, human resource processes and cyber security. It also warns there is likely to
be significant disruption to existing
business models in all parts of the
economy, as already seen in sectors

like media, entertainment, finance
and retail.
“As China becomes more innovative and less imitative, Chinese
industrial employment is likely to
shift from lower value, labour-intensive production to higher value
roles, including those involved in
the manufacture of AI-enabled
equipment for export as well as
to meet rising domestic demand”,
James Chang, China Financial Services Consulting Leader, PwC China, commented.
The report notes that a job being
at “high risk” of being automated
does not mean that it will definitely
be automated, because of a range of
economic, legal and regulatory, and
organisational barriers to the adoption of AI and related new technologies. For China, while almost
40% of jobs could be susceptible to
automation by 2037, PwC’s central
estimate is that only around a quarter of existing Chinese jobs will actually be displaced over this period,
as compared to 38% job creation.
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Three key components
to cultivating a diverse
and inclusive workplace
The FINANCIAL -- The past two
years have been marked by an uptick in awareness of the many challenges organizations and society face
in identifying and truly understanding the unique diﬀerences among
people.
From the #MeToo movement to
various headline scandals, diversity
and inclusion have been brought to
the forefront of workplace dialogue.
However, this dialogue has been
convoluted by the somewhat rash
conflation of “diversity” and “inclusion,” without much attention paid
to the nuances of the two and the
implications each has on people-related strategies and practices.
Gallup’s research indicates recognizing that diversity and inclusion
are very diﬀerent things is the first
step in the journey toward creating
a uniquely diverse and inclusive culture.

Diversity
Diversity represents the full spectrum of human demographic diﬀerences -- race, religion, gender, sexual
orientation, age, socio-economic
status or physical disability. A lot
of companies consider lifestyles,
personality characteristics, perspectives, opinions, family composition,
education level or tenure elements of
diversity, too.
For decades, companies have put
intentional eﬀort into hiring and
promoting on the basis of diversity
-- 55% of respondents to a Society
for Human Resource Management
survey “very strongly” or “strongly
agree” that their employers’ policies
promote diversity and inclusion, and
both issues are rated as an important
issue by 69% of execs, according to a
Deloitte study.
These data suggest that building
diversity throughout an organization is becoming more of a “must do”
than a “nice to do” for both ethical
and business reasons.
A lot of companies consider lifestyles, personality characteristics,
perspectives, opinions, family composition, education level or tenure
elements of diversity, too.
As a starting point to assess diversity, leaders need to quantify the various constituencies -- demographic,
social and otherwise -- at all levels of
the company and in diﬀerent roles,
according to Gallup.
Inclusion requires a much more
nuanced approach.

Inclusion
Inclusion has to be understood as
very diﬀerent from diversity because
simply having a wide roster of demographic characteristics won’t make a
diﬀerence to an organization’s bottom line unless the people who fall
into any one demographic feel welcomed.
Inclusion refers to a cultural and
environmental feeling of belonging.
It can be assessed as the extent
to which employees are valued, respected, accepted and encouraged to
fully participate in the organization.
Employees in inclusive environments feel appreciated for their
unique characteristics and are therefore comfortable sharing their ideas
and other aspects of their true and
authentic selves.

The Challenge
Despite the clear distinctions between the two, diversity and inclusion often go undiﬀerentiated.
Why? Because, the two are intertwined when it comes to cultivating
your uniquely diverse and inclusive
environment.
So, it’s true that diversity and inclusion work together to aﬀect outcomes.
But understanding them as fundamentally diﬀerent things is essential, because it bifurcates and
clarifies the primary challenge for
leaders: understanding the implication that demographic variety has on
business performance, and creating
an environment that invites the full
spectrum of employee perspectives
and maximizes them.
Employees in inclusive environments feel appreciated for their
unique characteristics and therefore
comfortable sharing their ideas and
other aspects of their true and authentic selves.
Of course, to obtain the advantages of a diverse, inclusive workforce,
leaders need to first define what diversity means for their unique culture and how they expect inclusion
to manifest on their teams. Next,
they must have objective data to indicate if they are diverse and inclusive.

First, Ask
Identifying the demographic
makeup of a company is a fairly
easy, quantitative process. Assessing
a culture of inclusivity requires both
qualitative and quantitative information.
To get that, all leaders have to do
is ask.

Ask about the environment, the
culture and workers’ feelings about
them.
Ask people if they feel they need
to “code switch” at work -- that is
use diction or references that they
wouldn’t otherwise. Ask if they feel
OK oﬀering opinions based on their
experiences, or if their particular
perspective is well-received.

Then, Listen
and Respond
Listening carefully to employees’
answers and thoughtfully laying
them alongside quantitative data
will illuminate the bigger issues in
many cases.
Leaders who wonder which issue to tackle first should start with
whichever the employees’ responses indicate needs the most attention.
In any case, diversity and inclusion improvements both reflect the
tone and values set at the top level.
Organizations with defined mission and values have a solid foundation to build on. Companies that
lack a clear mission need to start by
defining it before they do anything
else.
Listening carefully to employees’
answers and thoughtfully laying
them alongside quantitative data
will illuminate the bigger issues in
many cases.
Starting with mission helps leaders look at inclusiveness as a cultural issue.
This allows for alignment between values and definable actions
-- “we value inclusion, so we require respectfulness” -- and it can
increase productivity, profit and
performance.
Gallup has studied the most

productive workplaces around the
world and found that they possessed cultures that value each
person’s unique and individual
strengths.

The 3
Requirements
The next step is to activate on
those values in a way that targets
diversity and inclusion as separate
issues that require bespoke strategies.
Employees are treated with respect.
A culture of inclusiveness is rooted in respect. Employees must be
treated with and treat others with
civility and decency.
Gallup finds that respect most
highly correlates with discrimination and harassment reports -- 90%
of those who say they are not treated with respect report at least one
of 35 diﬀerent discrimination or harassment experiences at work.
Just knowing that respect is a
company requirement encourages
workers to speak up and share new
ideas.
Employees are valued for their
strengths.
Eﬀective collaboration, productivity and profitability are, of course,
why companies incorporate CliftonStrengths development as a strategy. Though it may seem an unlikely
pairing, using CliftonStrengths can
help your organization create a culture of inclusion.
One Gallup study found that
people who had received strengths
coaching showed substantially
higher improvement in perceived
inclusiveness.
Leaders do what is right.
As noted, one of the reasons com-

panies have diversity policies to begin with is simply because it’s the
right thing to do.
But for that diversity strategy to
promote a culture of inclusion too,
leaders have to make their values
and intentions clear. Leaders must
intentionally create an environment
where employees feel they can safely express themselves and where
specific concerns can be raised with
transparency and confidence.
When asked to evaluate a company’s culture of inclusiveness, Gallup
always analyzes levels of trust in the
organization.
Perceived bias in hiring, assigning work, evaluating compensation and making promotions can
instantly erase an employee’s belief
that the company is genuinely committed to diversity. And that goes
for all workers, whether in the minority or not.

The Efficacy
of Both
A well-formulated plan grounded
in these three requirements can resolve serious business and culture
problems -- including recruitment,
retention, the talent pipeline, implicit bias in informal and formal
promotion processes, and better
market penetration. Those are the
outcomes leadership should look for
and measure.
Diversity and inclusion have been
coupled for the last 40 years, but the
underlying fact is that diversity and
inclusion are not the same.
Lumping them together reduces
an organization’s ability to improve
both. Understanding and addressing
them separately is essential.
People benefit from this approach.
So do companies.
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Digital Will Influence $4
Trillion in Retail Purchases in
Emerging Markets by 2022

Giorgi
Baramidze:
MP

“The Georgian economy in USD has
decreased. We increased the economy from
USD 4 billion to USD 16 billion whilst the
Georgian Dream has decreased it.”
Egnate SHAMUGIA
FactChek

VERDICT:
FactCheck concludes

that
Giorgi Baramidze’s statement
is a MANIPULATION OF
NUMBERS.

RESUME:
In every country, the size of

the economy is measured in the
national currency and in constant prices. Therefore, measuring an economy in a foreign
currency and in current prices is
wrong as it does not measure its
real size. For making a comparison between diﬀerent nations,
the GDP is calculated on the basis of purchasing power parity
(PPP, Intl dollar) which is used
to calculate the GDP per capita
which is an indicator used to
measure the standard of living.
Contrary to Giorgi Baramidze’s
statement, Georgia’s economy
did not quadruple in 2004-2012
(even if we calculate the real GDP
in USD). In that period, the real
GDP increased by 61.4% and the
real GDP growth was 20.2% in
2013-2017. Therefore, Georgia’s
economy has not decreased under the Georgian Dream. Figures
in Mr Baramidze’s statement
correspond to the USD denominated nominal GDP growth but
it is a wrong approach to analyse
economics over time on the basis
of nominal figures because these
figures are not free from the impact of inflationary as well as exchange rate diﬀerences. Of note
is that a comparison of the total
economic growth of the previous
and incumbent governments in
this form is also less objective
because the time periods are not
even (nine years and five years).
At the same time, the GDP per
capita calculated on the basis of
purchasing power parity (PPP)
has also increased by 24.6% as
compared to 2012 and reached
USD 9,789.1 as of 2017.
Even though the figures in
Giorgi Baramidze’s statement
are more or less correct, the size

of the economy is not measured
with these figures and, therefore, does not reflect economic
growth. Therefore, the real
picture is distorted when using
these figures.

ANALYSIS
United National Movement

member, Giorgi Baramidze,
spoke about Georgia’s economy. As he stated, the country’s
economy in USD has decreased
since the Georgian Dream came
to power. He also talked about
the previous government and
emphasised that Georgia’s
economy quadrupled from USD
4 billion to USD 16 billion under
the United National Movement.
The size of a country’s economy is calculated in the national
currency and includes the total
sum of goods and services produced for final consumption
throughout one year. In order
to measure the real size of a
country’s economy, we need
to use constant prices which
exclude the impact of inflation
and show the annual figures for
goods and services produced
for final consumption. Both the
real GDP growth rate and the
GDP per capita in PPP dollars
are used for making a comparison between the economic successes of diﬀerent nations.
In regard to the figure named
by Giorgi Baramidze, this is the
GDP calculated in USD and in
current prices. The nominal
GDP in USD in 2003 and 2012
was USD 3,990.8 million and
USD 15,846.8 million, respectively, whilst the real GDP in
USD was USD 6,455.3 million
in 2003 and USD 14,324.7 million in 2012. However, these
figures do not show the real size
of the economy because the calculation of the GDP in current
prices and in a foreign currency
includes changes both in inflation and the USD exchange
rate. Therefore, the GDP calculated using the aforementioned
method does not show the increase/decrease of a real economy over the years. In addition,
the USD to GEL exchange rate
was 1.65 at the end of 2012 and

Graph 1: Real GDP Size and Annual Growth (GEL Million, %)

GEL 0.95 more at the end of
2017 when it equalled GEL 2.6.
Therefore, measuring and comparing the size of an economy
by the figures named by Mr
Baramidze is incorrect.
In accordance with the preliminary data of 2017, Georgia’s
real GDP was GEL 28,422.3
(2010 constant prices) whilst
the economic growth rate for
this year was 5.0%. In 20132017, the annual GDP growth
was an average of 3.7%. In
total, the real GDP in 2017 increased by 20.2% as compared
to 2012. Therefore, Georgia’s
economy increased 1.2 times in
2013-2017. During the United
National Movement’s time in
power (2004-2012), the real
GDP increased annually by an
average of 6.2% whilst the total
growth of the economy constituted 61.4%. However, a comparison of these two periods is
less objective because the GDP
in 2003 was GEL 13,852.7 million and GEL 23,653.8 million
in 2012. Therefore, Georgia’s
economy has had larger growth
potential earlier as compared to
the post-2012 period. The United National Movement governed the country for nine years
whilst the Georgian Dream has
been in power for five years
which results in uneven time
periods for comparison.
As already mentioned, the
indicators used to measure
the quality of life in a country
are the real GDP and the real
GDP per capita. For making a
comparison between diﬀerent
nations, the GDP per capita is
calculated on the basis of purchasing power parity (PPP). In
accordance with the estimates
of the International Monetary
Fund (IMF), Georgia’s real
GDP in PPP (2011 Intl. dollar)
was USD 9,789.1 in 2016 whilst
this figure was USD 7,857.7 in
2012. Therefore, Georgia’s GDP
per capita (PPP) increased by
24.6% in the same period and
increased by 79.4% in 20042012. In total, the real GDP per
capita (PPP) was increasing annually by an average of 6.5% between 2004 and 2017.

The FINANCIAL – In Four
Years, Emerging Markets
Will Account for 3 Billion Online Users—Three Times the
Number in Developed Markets. Driving That Influence
Will Be 900 Million New Internet Users.
The value of digitally influenced spending in emerging
markets will approach $4 trillion by 2022, amounting to
about 50% of all retail spending in Asia, Latin America,
and Africa. But the dynamics will vary widely between
markets, requiring B2C companies to “de-average” their
oﬀerings in order to succeed,
according to a report by The
Boston Consulting Group
(BCG) that is being presented
today at the World Economic
Forum here.

Half of the population in
emerging markets worldwide is now connected to the
internet, the report says—a
stunning increase from 2010,
when fewer than a quarter of
those in emerging markets
were online. In addition, by
2022, nearly 900 million
more emerging-market consumers will be online, versus
just 80 million new internet
users in developed markets.
That means that more than
90% of all internet newcomers during the next four years
will be from emerging markets.
Smartphone
penetration
doubled in emerging markets between 2013 and 2017,
from 22% to 44%, and smartphones are the preferred way
for people in these markets to

access the internet. The report
was led by BCG’s Center for
Customer Insights (CCI) and
is based on a survey of more
than 15,000 urban internet
users in Brazil, China, India,
Indonesia, Kenya, Nigeria,
Morocco, the Philippines, and
South Africa.
The share of digitally influenced retail in total retail
spending will surge from 33%
in 2017 to 47% by 2022.
China is leading other
emerging-market countries
in internet usage, with 20%
of its retail sales already coming from e-commerce. But
e-commerce is advancing in
other emerging economies,
too. Overall, e-commerce in
Continued on p. 17

30,000 Ukrainian households
benefit from EBRD’s energy
efficiency programme
Continued from p. 6

Bank, Raiﬀeisen Bank Aval,
OTP Bank and UkrSibbank,
provide loans to Ukrainian
residents
specifically
for
green technology solutions
for their homes such as new
double-glazed windows, higheﬃciency boilers, heat meters
or solar collectors. Following
that, borrowers’ investments
are verified by IQ Energy’s experts, and they receive an investment grant of up to 35 per
cent of the cost of improve-

ments. To help select eligible
technologies, the EBRD operates an online shopping-style
Technology Catalogue where
homeowners can choose from
over 7,000 items and over
1,000 suppliers. Over 70 per
cent of completed and verified
home improvement projects
have used products made in
Ukraine, such as doubleglazed windows or boilers.
IQ energy follows the
model of the EBRD’s Green
Economy Financing Facility
(GEFF) that operates through
a network of more than 130

local financial institutions
across 24 countries supported
by almost €4 billion of EBRD
finance for 120,000 clients.
These projects have led to
annual CO2 emission reductions of over almost 7 million
tonnes.
The EBRD is the largest international financial investor
in Ukraine. To date, the Bank
has made a cumulative commitment of almost €12.1 billion across some 400 projects
since the start of its operations in the country in 1993.

LAND FOR SALE
600 m2 at 31a Marjanishvili Ave.
Near Marjanishvili Metro, McDonald’s and
front of the Leila Meskhi Tennis Academy.
Price: 2,5 Million GEL

For more details please call:

597 03 03 03

Marjanishvili
Square
Source: National Statistics Office of Georgia
Graph 2: Real GDP Per Capita (PPP) and Trend of Change (%)

Source: IMF, World Economic Outlook

600 m2
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Why CEOs Should
Share Long-Term
Plans with Investors

Roman
Gotsiridze:
MP

“As a result of GEL
depreciation, people have lost
60% of their real income.”
Vakthtang DEMURIA
FactChek

VERDICT:
FactCheck concludes

that
Roman Gotsiridze’s statement
is FALSE.

by CHRISTINA REHNBERG, GEORGE SERAFEIM, BRIAN TOMLINSON
Harvard BUSINESS
REVIEW

M

any
people
have suggested
moving
away
from quarterly
earnings
reporting as a way to reduce
short-termism. But such a
change would probably not
change how resources are allocated or businesses operate.
Rather than requiring less
short-term information, we
believe the key to combating
short-termism is to encourage companies to share more
information about their longterm plans.
When asked why companies don’t talk more about
the long term, CEOs often
complain about the shortterm orientation of investors.
Similarly, investors complain
that companies don’t disclose
enough long-term information for them to work with.
This conundrum is finally being tackled by the Strategic
Investor Initiative of CECP,
a CEO-level organization
where one of us works. CECP
has created a framework for
CEOs to present the longterm strategic plans for their
companies and hosts CEO
Investor Forums in which to
do so. To date, 19 CEOs of
S&P 500 companies — such
as Becton Dickinson, AETNA,
3M, PG&E, and Unilever —
have presented their plans to
institutional investors repre-

senting in excess of $25 trillion in assets under management. Tomorrow, another
three companies — IBM,
NRG Energy, and GSK — are
presenting their long-term
plans. The expectations for
an eﬀective long-term plan
are described in SII’s Investor Letter to CEOs. Signed by
leading institutional investors, the letter describes the
components of a long-term
plan that enables a CEO to
address enduring issues of investor interest and help plug
an unmet market need for
information with a long-term
time horizon.
CEOs have shown leadership in presenting these longterm plans; however, to date,
we have not had evidence
on the capital market consequences that the presentation of a long-term plan may
have. We have been asked by
presenting companies, those
considering presenting, and
other stakeholders to demonstrate real-world impacts
from delivering these plans
— the “what’s in it for me?”
argument for why a company
should deliver a long-term
plan.
Given this, CECP partnered
with KKS Advisors, an advisory and research firm where
one of us works and the other
is cofounder, to explore the
information content of these
plans, create a framework
analyzing the content of the
reports, and examine how
capital market participants
respond to them. Given the
limited sample we have to analyze, we consider our results
preliminary. However, they

provide important early evidence and can be used in the
future as an anchor in analyzing even more companies, as
well as the long-term eﬀects
from the presentations of
these plans. We collected all
company strategic plans that
have been presented at the
CEO Investor Forum over the
past four events and analyzed
the subsequent returns and
trading volume to understand
whether there are abnormal
movements in the market on
the day of the event and the
three-to-five-day window following the event.
This framework helps us
analyze the content of each
long-term plan presented to
date — and gives us the basis
for analysis of future plans.
For example, plans for Becton Dickinson and Medtronic score at the top of the
distribution. They are rich,
specific, and actionable.
Companies seem to find
it easier to disclose more
forward-looking metrics on
themes such as competitive positioning (long-, medium-, and short-term value
drivers), trends (sources
of competitive advantage),
and financial performance
(capital efficiency and profitability). By contrast, forward-looking metrics were
rarely provided for issues
underlying the corporate
governance theme. In fact,
58% of companies provided
no information on executive
compensation and how it is
linked to the long-term, and
53% of companies did not
disclose anything on their
board composition.

30% of electricity generated
from renewable sources
The FINANCIAL -- In 2016,
electricity generation from renewable sources contributed
more than one quarter (30
%) to total gross electricity
consumption in the European
Union (EU).
Hydro power is the most
important source, followed
closely by wind power and
then solar power. Other renewable sources for generating electricity include wood,
biogas, renewable waste and
geothermal energy.
At the level of EU Member
States, in five countries more
than half of the electricity
consumed in 2016 was generated from renewable sources:

RESUME:
In the last years, GEL depre-

ciation has become a serious
problem. The depreciation of
the national currency exchange
rate entails a number of negative consequences. This increases GEL denominated foreign
debt and the debt service burden for those individuals who
have income in GEL and obligations in a foreign currency.
The meaning of Roman Gotsiridze’s statement is not entirely clear. However, the focus
of his statement is more relevant in regard to discretionary
income instead of real income.
Discretionary income is the difference between income and
current bills. GEL depreciation
aﬀects discretionary income
because people who have loans
in USD, for example, have their
obligations increased as a result
of GEL depreciation and they
have less money to cover their
other needs. However, even
in this case, GEL depreciation
could not have caused a 60%
drop in discretionary income.
On the other hand, this impact
does not aﬀect the entire population because not everyone has
loans in USD.
FactCheck’s verdict is mostly based on Roman Gotsiridze’s
quotation – “people have lost
real income.” Real income is a
specific economic term. Real
figures are based on diﬀerent
economic data, excluding the
inflation factor. Mr Gotsiridze
links real incomes entirely to the
GEL exchange rate (it dropped
by nearly 60%) which is clearly
a wrong approach. At the same
time, real income (as claimed
by the politician) have not decreased by 60%, instead, they
have been growing since 2012.

ANALYSIS
At a session of the Parliament

of Georgia, United National
Movement member, Roman
Gotsiridze, stated: “As a result
of GEL depreciation, people
have lost 60% of their real income.”
In the last years, GEL depreciation has become a serious
problem. The depreciation of
the national currency exchange

rate entails a number of negative consequences. This increases GEL denominated foreign debt and the debt service
burden for those individuals
who have income in GEL and
obligations in a foreign currency.
Within the context of our
analysis, we have to look at real
income and discretionary income. Roman Gotsiridze speaks
about real income when, in fact,
it would be more relevant to
discuss discretionary income
in this context. Discretionary
income is the diﬀerent between
incomes and current bills. GEL
depreciation directly aﬀects the
discretionary income for those
people who have loans in USD
and incomes in GEL. For instance, if a person has a income
of 1000 GEL, debt of USD 100
and GEL depreciated against
USD from 1.5 to 2.5, the person’s GEL denominated debt
will increase from GEL 150 to
GEL 250 whilst his discretionary income will decrease from
GEL 850 to GEL 750.
If Roman Gotsiridze had spoken about discretionary income
specifically in regard to the
GEL exchange rate, his statement could have been much
more relevant. However, in this
case, too, the GEL exchange
rate’s depreciation could not
have resulted in a decrease of
discretionary income in the
same amount (in contrast to
theoretical cases when a citizen
was paying half of his income
for his debt service before the
GEL depreciation). This is easily demonstrated by the above
example, when GEL depreciated by 65% and discretionary
income decreased by 12%, from
GEL 850 to GEL 750.
Roman Gotsiridze’s statement is not entirely clear.
FactCheck’s verdict is mostly
based on the MP’s quotation:
“People have lost real income.”
Real income is a specific economic term. Real figures are
based on diﬀerent economic
data, excluding the factor of inflation. Mr Gotsiridze links the
real figure entirely to the GEL
exchange rate which is clearly
a very blatant manipulation.
The GEL exchange rate is one of
many factors aﬀecting inflation.
Given the fact that GEL is
the legal tender in Georgia,
people’s expenses are mostly
denominated in GEL as well as
the average nominal salary is
calculated in GEL. Therefore,
whilst assessing the trends in
changes of income (salary, pension), there is no ground to con-

Table 1: Average Monthly Salary of Hired Labour (GEL)

Austria (73 %), Sweden (65
%), Portugal and Denmark
(both 54 %) and Latvia (51 %).
In contrast, there were four
countries where less than 10

% of the electricity consumed
in 2016 came from renewable
sources: Malta (6 %), Luxembourg and Hungary (both 7
%) and Cyprus (9 %).

Source: National Statistics Office of Georgia

vert figures to USD. Changes in
GEL purchasing power are not
directly proportional to the depreciation of the GEL exchange
rate.
The currency exchange rate
is related to real figures which
means that imported goods
are becoming more expensive.
However, inflation figures reflect this connection. Annual inflation reflects the impact of an
increase or decrease in the prices of goods and services based
on changes in the exchange
rate. In order to verify the statement, a more accurate analysis
would be to look at people’s real
incomes (considering the CPI)
and real GDP figures.
In order to compare incomes
in diﬀerent periods, it is appropriate to use figures adjusted
to the CPI instead of income
converted to a foreign currency.
Table 1 shows the amounts of
nominal salaries in 2010-2018
and demonstrates what would
have been the nominal salaries
of other years as compared to
2016. As we see, the real average
salary has a tendency of growth
and has not decreased by 60%.
In the case of pension, as well,
we should take the inflation level into account and observe the
change in the real pension. Of
note is that the nominal pension
has been unchanged for a period of time (from QIV of 2013
including QII of 2015, it is GEL
150). As a result, the amount
of nominal pension decreased
(in the case of a nominal GEL
150 pension, it decreased from
real GEL 163.33 to GEL 151.7)
as compared to the fixation period. Afterwards, both the nominal pension (from GEL 150 to
GEL 160) and the real pension
(from GEL 151.7 to GEL 160.2)
has been gradually increasing.
This cycle is repeated after each
growth in the nominal pension.
From QIII of including QI of
2018, the real pension increased
marginally (GEL 8) although
this still constitutes a growth.
Economic growth rate has
been positive since 2010. Since
2014, USD denominated real
GDP has decreased. This figure
is often indicated to prove that
the country is getting poorer.
However, the decrease in USD
denominated GDP is caused by
the sharp depreciation of the official GEL exchange rate. In order to measure real changes it is
appropriate to base an analysis
upon the GDP in constant prices. The real GDP per capita in
GEL had a tendency of growth
in 2010-2017 and amounted to
GEL 7,627 as of 2017.
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Government Initiatives to Decrease
Indebtedness and their Possible Implications
By GIORGI KHISHTOVANI,
Director at PMC Research and
SOPO BASILIDZE, Junior
Researcher at PMC Research

to decline. However, we have to take
into account another anticipated eﬀect,
namely that because of the 25% supervisory capital ceiling reducing the number
of risky loans issued by banks, various
costs associated with such loans such as
management, monitoring and collection
are expected to decrease.
For financial organizations, apart
from commercial banks, the interest rate cap will be very restrictive as
explained above. The decrease in the
number of loans issued and decreased
revenues from interest income and financial sanctions are expected to result
in decreased profits for these organizations.

I

ndebtedness has been one of the
main problems on which the Government of Georgia (GoG) has been
focusing recently. To reduce the level of indebtedness in the country and
to protect borrowers’ rights, the GoG
has adopted several laws and regulations. We have highlighted the following four GoG initiatives in this regard:
Initiative 1. From 15 January 2017,
for financial organizations the annual
eﬀective interest rate cap was set at
100% and from 1 September 2018, the
maximum annual eﬀective interest
rate on loans has been reduced from
100% to 50%.
Initiative 2. On 7 May 2018, the
National Bank of Georgia set a new
regulation, according to which a total
amount of consumer loans issued by
a commercial bank without detailed
analysis of the consumer’s solvency
must not exceed 25% of the supervisory capital of that particular commercial
bank.
Initiative 3. On 1 June 2018, the National Bank of Georgia set a rule for real
estate appraisal for commercial banks,
according to which real estate has to be
visited and assessed before a loan can
be issued and the appraisers must be
suitably qualified and independent.
The rules for real estate appraisal have
been defined based on International
Valuation Standards (IVS).
Initiative 4. From 1 September 2018,
fees, penalties and other financial
sanctions for violations shall not exceed 0.27% of the remaining principal
amount of the loan for each day and
the sum of interest payments, any fees,
penalties and other financial sanctions
shall not exceed 1.5. times the remaining principal amount of loan. So, in the
event of violations, financial organizations cannot fine a borrower perpetually.
The above-mentioned initiatives are
expected to decrease indebtedness in

Georgia. Besides these initiatives are
expected to have an important influence on the financial sector in Georgia.
The possible implications of these initiatives are as follows:

1. Financial
Organizations’
Loan
Portfolios are
Expected to
Decrease

A significant proportion of Georgia’s
population is self-employed (44.5%
of Georgia’s active workforce), and
of those who are self-employed only
small share can declare their income.
Moreover, the monthly income for 47%
of households in Georgia is below 500
GEL.
Because of the new rule –setting the

upper limit of consumer loans without
detailed analysis of solvency -issuing
loans to these groups (self-employed,
low income households etc.) will be
limited and, consequently, commercial
banks’ retail loan portfolios are expected to decrease gradually. However, the
fact that not every commercial bank in
Georgia has reached 25% ceiling yet,
this eﬀect is expected to occur gradually.
Aside from commercial banks, other
financial organizations’ (such as microfinance organizations, pawnshops,
and online loan companies) loan portfolios are also expected to decrease due
to the eﬀective interest rate cap. As a
rule, loan portfolios for such financial
organizations are more risky, so they
charge higher interest rates, sometimes resulting in the annual eﬀective
interest rate exceeding 50%. This is not
the case only for consumer loans but
also for business loans, especially for
small- and medium-sized enterprises
(SMEs) lending from microfinance organizations. Therefore, the issuing of
loans for such risky borrowers is also
expected to decline gradually.

2. Financial
Organizations’
Profits are
Expected to
Decline

As noted above, a significant proportion of Georgia’s population is unable to
declare their income, and the retail loan
portfolios of commercial banks are expected to decrease gradually. The share
of retail loans in total commercial banks’
loan portfolios exceeds the share of corporate loans (in 2017, this accounted for
54.2%) and the share of retail loans in
total profits of commercial banks is high.
Due to the above-mentioned initiatives,
revenues from financial sanctions are
also expected to decline while the cost of
assessing borrowers’ incomes and real
estate is expected to increase. Therefore,
because of the above-mentioned factors,
commercial banks’ profits are expected

3. Some
Financial
Organizations
may Leave the
Market

Aside from commercial banks, other
financial organizations (such as microfinance organizations, pawnshops, and
online loan companies) are expected to
be more sensitive about decreased loan
portfolios and decreased profits, and
may result in some of them having to
leave the market.

4. Other
Implications

As loans issued to individuals are
anticipated to decrease, there will be
more resources available to finance the
business sector, so access to finance is
expected to increase for SMEs. However, shareholders at financial organizations usually set diﬀerent performance
target ratios such as return on equity
(ROE), and as financial organizations’
profits are anticipated to decrease,
there is some risk that, to make up for
such a decrease, interest rates may increase on other products.

Harmful use of alcohol kills more than 3
million people each year, most of them men
The FINANCIAL

How much
alcohol
are people
drinking?

M

ore than 3 million people died as a result of
harmful use of alcohol
in 2016, according a
report released by the
World Health Organization (WHO).
This represents 1 in 20 deaths.
More than three quarters of these
deaths were among men. Overall,
the harmful use of alcohol causes
more than 5% of the global disease
burden. Report also describes what
countries are doing to reduce this
burden.
Of all deaths attributable to alcohol, 28% were due to injuries, such
as those from traﬃc crashes, selfharm and interpersonal violence;
21% due to digestive disorders; 19%
due to cardiovascular diseases, and
the remainder due to infectious
diseases, cancers, mental disorders
and other health conditions.
Despite some positive global
trends in the prevalence of heavy
episodic drinking and number of
alcohol-related deaths since 2010,
the overall burden of disease and
injuries caused by the harmful use
of alcohol is unacceptably high, particularly in the European Region and
the Region of Americas.
Globally an estimated 237 million men and 46 million women suffer from alcohol-use disorders with
the highest prevalence among men
and women in the European region
(14.8% and 3.5%) and the Region of

Americas (11.5% and 5.1%). Alcoholuse disorders are more common in
high-income countries.

Global
consumption
predicted to
increase in the
next 10 years
An estimated 2.3 billion people

are current drinkers. Alcohol is
consumed by more than half of
the population in three WHO
regions – the Americas, Europe
and the Western Pacific. Europe has the highest per capita
consumption in the world, even
though its per capita consumption has decreased by more than
10% since 2010. Current trends
and projections point to an expected increase in global alcohol
per capita consumption in the
next 10 years, particularly in the
South-East Asia and Western Pacific Regions and the Region of
the Americas.

The average daily consumption of people who drink alcohol
is 33 grams of pure alcohol a day,
roughly equivalent to 2 glasses
(each of 150 ml) of wine, a large
(750 ml) bottle of beer or two
shots (each of 40 ml) of spirits.
Worldwide, more than a quarter (27%) of all 15–19-year-olds
are current drinkers. Rates of current drinking are highest among
15–19-year-olds in Europe (44%),
followed by the Americas (38%)
and the Western Pacific (38%).
School surveys indicate that, in
many countries, alcohol use starts
before the age of 15 with very
small differences between boys
and girls.
Worldwide, 45% of total recorded alcohol is consumed in the
form of spirits. Beer is the second alcoholic beverage in terms
of pure alcohol consumed (34%)
followed by wine (12%). Worldwide there have been only minor
changes in preferences of alcoholic beverages since 2010. The
largest changes took place in Europe, where consumption of spirits decreased by 3% whereas that

of wine and beer increased.
In contrast, more than half
(57%, or 3.1 billion people) of the
global population aged 15 years
and over had abstained from
drinking alcohol in the previous
12 months.

More countries
need to take
action
Higher-income countries are
more likely to have introduced these
policies, raising issues of global
health equity and underscoring the
need for greater support to low- and
middle-income countries.
Almost all (95%) countries have
alcohol excise taxes, but fewer than
half of them use other price strategies such as banning below-cost selling or volume discounts. The majority of countries have some type of
restriction on beer advertising, with
total bans most common for television and radio but less common for
the internet and social media.
Reducing the harmful use of alcohol will help achieve a number
of health-related targets of the
Sustainable Development Goals
(SDGs), including those for maternal and child health, infectious diseases, noncommunicable diseases
and mental health, injuries and poisonings.
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Men and women differ over qualities
essential for political and business leadership
The FINANCIAL -- Men and women
in the United States generally agree
on many of the personal qualities and
competencies they see as essential for
political and business leaders to have.
But there are notable diﬀerences in
the importance they ascribe to some of
those qualities, according to a new Pew
Research Center survey.
Large majorities of men and women
alike say it’s essential that politicians
in high oﬃces be honest and ethical
(91% and 90%, respectively), work well
under pressure (79% each), be able to
work out compromises (79% and 77%)
and stand up for what they believe in
(74% and 75%). These are the top four
qualities of nine political characteristics tested in the survey, which was
conducted online in June and July.
Women more likely than men to
see civility, compassion as essential
qualities for political leadersBut while
three-quarters of women (75%) say it’s
essential that political leaders maintain a tone of civility and respect in
politics, men are 14 percentage points
less likely to say this (61%). And while
around seven-in-ten women say it’s
essential that politicians in high offices be compassionate and empathetic (72%) and serve as a role model
for children (71%), the shares of men
who see these qualities as essential are
lower (60% and 59%, respectively).
Women are also more likely than men
to see a willingness to take risks as an
essential quality for those in high political oﬃces (50% vs. 40%).
The survey also asked Americans
whether they see each of 12 behaviors
and competencies as essential for business leaders to have. It again found sizable diﬀerences between the views of
men and women on certain qualities.
Women more likely than men to
say it’s essential that business leaders

provide fair pay and good benefitsAbout nine-in-ten women (91%) say it’s
essential that those in top executive
business positions provide fair pay and
good benefits, a view shared by 77% of
men. Women are also 14 points more
likely than men to say it’s essential that
business leaders consider the impact
of business decisions on society (72%
vs. 58%).
There are also gender gaps on
whether it’s essential that business
leaders stand up for what they believe
in, negotiate profitable deals, value
people from diﬀerent backgrounds
and be compassionate and empathetic.
Women are more likely than men to
see all but one of these four qualities as
essential for business leaders to have.
The exception is negotiating profitable
deals: Men are 10 points more likely
than women to see this as essential

0C(I˫*V.ʒ*

(73% vs. 63%).
In other areas, including being honest and ethical and creating a safe and
respectful workplace, men and women
have similar views.

Differences
between and within
political parties
Views on some of the qualities seen
as necessary for political and business
leadership diﬀer by party.
For instance, Democrats and Democratic-leaning independents are more
likely than Republicans and Republican leaners to say it’s essential that political leaders maintain a tone of civility and respect in politics (77% vs. 57%)
and be compassionate and empathetic

:::*3+*(

(76% vs. 53%). Republicans, by contrast, are more likely than Democrats
to say it’s essential for those in high political oﬃces to work well under pressure (88% vs. 72%).
There are also partisan diﬀerences
when it comes to some business qualities. Republicans are again more likely
than Democrats to see the ability to
work well under pressure as essential
for business leadership (80% vs. 68%),
while Democrats are more likely than
Republicans to say it’s essential that
executives value people from diﬀerent
backgrounds (78% vs. 55%).
GOP women more likely than GOP
men to see civility, compassion as essential for political leadershipIn addition to diﬀerences between the political parties, there are gender diﬀerences
that exist within each party.
Among Republicans and Republi-

can-leaning independents, two-thirds
of women (67%) say it’s essential that
those in high political oﬃces maintain
a tone of civility and respect, compared
with half of men (50%). And while 64%
of GOP women say it’s essential that
political leaders be compassionate and
empathetic, 46% of Republican men
share that view.
Among Democrats and Democraticleaning independents, men are more
likely than women to say it’s essential
that political leaders be able to work
out compromises (86% vs. 76%). But
Democratic women are more likely
than Democratic men to see a willingness to take risks as an essential quality for political leaders to have (49% vs.
34%).
In both parties, men and women
diﬀer over some qualities seen as essential for business leadershipWhen
it comes to the characteristics that
Americans see as essential for business
leadership, around eight-in-ten Democratic women (81%) say it’s essential
that top executives consider the impact of business decisions on society.
That view is shared by a smaller share
of Democratic men (63%). Similarly,
Democratic women are 17 points more
likely than Democratic men to see an
ability to work well under pressure as
essential for business leaders (76% vs.
59%).
Among Republicans, women are
20 points more likely than men to say
it’s essential that business leaders be
compassionate and empathetic (62%
vs. 42%). They are also substantially
more likely than GOP men to say it’s
essential that business leaders provide
fair pay and good benefits (89% vs.
71%), value people from diﬀerent backgrounds (64% vs. 46%) and stand up
for what they believe in, despite pressure to make a profit (70% vs. 53%).
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Weekly Market Watch
ECONOMY
Exports up
16.6% y/y in
August 2018
In August 2018, exports
increased by 16.6% y/y to
US$ 275.6mn, imports were
up 8.3% y/y to US$ 761.1mn
and the trade de¿cit widened
4.1% y/y to US$ 486.5mn,
according to GeoStat.
In August 2018, copper
(+28.9% y/y), cars (+96.8%
y/y), ferro-alloys (-10.8%
y/y), wine (+9.0% y/y) and
cigarettes (+327.3% y/y)
were the top 5 exported
commodities. A 13.9% of
exports was directed to the

EU (-38.3% y/y), 55.4% to the
CIS (+47.2% y/y) and 30.7%
to other countries (+19.8%
y/y).
In August 2018, petroleum
(+41.5% y/y), cars (+30.6%
y/y), copper (-10.1% y/y),
pharmaceuticals
(+7.9%
y/y) and cigarettes (+189.2%
y/y) represented the top 5
imported commodities.
Overall, in 8M18, the trade
de¿cit was up 17.9% y/y at
US$ 3.8bn as exports were up
27.1% y/y to US$ 2.1bn and
imports increased by 21.0%
y/y to US$ 6.0bn.

Money transfers
up 11.4% y/y in
August 2018

WEEKLY MARKET WATCH EXCLUSIVELY PROVIDED TO
THE FINANCIAL BY GALT & TAGGART

Ease of Doing Business
s# 9(Top 10)
Economic Freedom Index
# 16 (mostly free)
Global Competitiveness Index
# 59 (improving trend)
Source: Ocial data, IMF
1) As of 7M18
2) As of 1Q18

Source: GeoStat
Note: Rapid estimate for 4Q17

In August 2018, money
transfers increased 11.4%
y/y to US$ 135.6mn, after
growing 19.3% y/y in the
previous month, according to
NBG. From major remitting

Source: Rating agencies

countries, money transfers
were up from Russia (+2.9%
y/y, 30.6% of total), Italy
(+28.2% y/y, 12.0% of total),
USA (+16.4% y/y, 11.0% of
total), Israel (+20.3% y/y,
9.6% of total) and Greece

Source: World Bank, Heritage
Foundaition and World Economic
Forum

(+9.8% y/y, 9.3% of total),
while
remittances
were
down from Turkey (-25.6%
y/y, 5.4% of total). Overall,
in 8M18 money transfers
were up 17.5% y/y to US$
1.0bn.

Producer price
index up 6.6% y/y
in August 2018
Annual PPI for industrial
goods was up 6.6% in
August 2018, according
to GeoStat. Rising prices
in manufacturing (+5.8%
y/y)
and
supply
of
electricity, gas and water
(+14.1% y/y) contributed
the most to the overall
index change.

NBG purchased
US$ 10.0mn

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

Source: GeoStat

FIXED
INCOME
Corporate Eurobonds: Bank of
Georgia Group Eurobonds (GEBGG)
closed at 6.4% yield, trading at 98.2
(unchanged w/w). Bank of Georgia
GEL-denominated Eurobonds (GEBGG) were trading at 100.5 (unchanged
w/w), yielding 10.7%. Georgia Capital
Eurobonds (GEOCAP) were trading at
92.1 (unchanged% w/w), yielding 7.9%.
GOGC Eurobonds (GEOROG)
were trading at 103.2 (unchanged w/w),
yielding 5.4%. Georgian Railway Eurobonds (GRAIL) traded at a premium at
106.0 (unchanged w/w), yielding 6.0%.
Georgian Sovereign Eurobonds
(GEORG) closed at 105.1 (-0.2% w/w)
at 4.6% yield to maturity.

EQUITIES

Source: Bloomberg

Source: Bloomberg

Bank of Georgia Group (BGEO
LN) shares closed at GBP 18.79/share
(+5.93% w/w and +10.36% m/m).
More than 416k shares traded in the
range of GBP 17.78 – 19.27/share. Average daily traded volume was 50k in
the last 4 weeks. FTSE 250 Index, of
which BGEO is a constituent, gained
0.97% w/w and lost 0.33% m/m. The
volume of BGEO shares traded was at

Source: Bloomberg

Source: Bloomberg

0.85% of its capitalization.
Georgia Capital (CGEO LN)
shares closed at GBP 11.09/share
(+8.73% w/w and +6.66% m/m). More
than 262k shares traded in the range
of GBP 10.05 – 11.09/share. Average
daily traded volume was 48k in the last
4 weeks. The volume of CGEO shares
traded was at 0.68% of its capitalization.
TBC Bank Group (TBCG LN)
closed the week at GBP 16.42 (+3.01%
w/w and -0.48% m/m). More than
105k shares changed hands in the

range of GBP 15.86 – 16.60/share. Average daily traded volume was 20k in
the last 4 weeks. The volume of TBCG
shares traded was at 0.19% of its capitalization.
Georgia Healthcare Group
(GHG LN) shares closed at GBP 2.15/
share (-8.70% w/w and -17.31% m/m).
More than 92k shares were traded in
the range of GBP 2.15 – 2.38/share.
Average daily traded volume was 32k
in the last 4 weeks. The volume of GHG
shares traded was at 0.07% of its capitalization.

MONEY MARKET
* Source: Bloomberg
*GWP 12/21 bonds and GEBGG 06/20 bonds are in Georgian lari
**Coupon rate 3.5% over the NBG’s re¿nancing rate

Source: Bloomberg

On September 19, 2018,
the NBG intervened on the
FX market and purchased
US$
10.0mn.
Overall,
during
April-September
2018, the NBG purchased
US$ 102.5mn on its 9 FX
auctions.

Re¿nancing loans: National Bank of Georgia
(NBG) issued 7-day re¿nancing loans of GEL 1,290mn

(US$ 492.8mn).
Ministry of Finance Benchmark Bonds: The
nearest treasury security auction is scheduled for September 26, 2018, where GEL 30.0mn nominal value 5-year
Benchmark Bonds will be sold.

Source: NBG
*Note: As of latest auction.

Source: NBG

WEEKLY MARKET WATCH EXCLUSIVELY PROVIDED TO THE FINANCIAL BY GALT & TAGGART
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 appropriate 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 instability, other political risks including without limitation changes to laws and tariɣs, and
nationalization of assets, and currency exchange risk.

GALT & TAGGART
Address: 79 D. Agmashenebeli Avenue, Tbilisi 0102, Georgia
Tel: + (995) 32 2401 111
Email: gt@gt.ge

16

HEADLINE NEWS & ANALYSIS

publicity

24 SEPTEMBER, 2018 | FINCHANNEL.COM


 
    
 
  
    


Advertiser: Georgian Railway. Contact FINANCIAL Ad Dep at marketing@finchannel.com

17

HEADLINE NEWS & ANALYSIS
FINCHANNEL.COM | 24 SEPTEMBER, 2018

| places we strongly reccommend to visit |

hotels

15 Lubliana Str.

Tel: 251 00 01
Fax: 253 00 44
info@zarapxana.ge
www.zarapxana.ge

GREEN
BUILDING

CITY AVENUE Hotel
Email: info@cityavenue.ge; Web: www.cityavenue.ge

Hotel River Side

A Class Business
Center

Agmashenebeli Ave.140B; 0112, Tbilisi,
Georgia; Phone: +995 32 2244 144

+(995 32) 224 22 44;
Right bank of Mtkvari , Brosse Street Turn
info@riverside.ge

6 Marjanishvili Street

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

P: (+995) 322 555 888
M: (+995) 596 555 885
E: info@vinotel.ge,
reservation@vinotel.ge
W: www.vinotel.ge

4, Freedom Square,
Tel: 2 779 100
www.CourtyardTbilisi.com
courtyard.tbilisi@marriotthotels.com

Addr: # 14/14
I.Kurkhuli Str.
Tel : 55 66 55
Because life is about living

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

45a M.Kostava St.,
0179 Tbilisi,
Georgia;

13, Rustaveli Avenue.;
Tel.: 2 779 200
www.TbilisiMarriott.com
tbilisi.marriott@marriotthotels.com

13 Shavteli Str.
Tel: 2439494
info@ambasadori.ge
www.ambasadori.ge

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

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

Hotel
“O. Galogre”
Radisson Blu Hotel Batumi
1, Ninoshvili str., Batumi
Tel/Fax: 422255555
info.batumi@radissonblu.com
radissonblu.com/hotel-batumi

Addrr: 26 May Square
Tel: 2300099
E-mail: info@hi-tbilisi.com
www.hi-tbilisi.com

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

Digital Will Influence $4 Trillion in Retail
Purchases in Emerging Markets by 2022
Continued from p. 10

emerging markets will grow from
about 15% of all retail sales in 2017
to 20% of all retail sales in 2022.
The online portion of retail in China
already exceeds that of the United
Kingdom (16%), the United States
(13%), and Germany and France
(11% each).

A Shift in
Consumer
Behavior
Even more dramatic in emerging
markets will be the growth of digital
influence—the eﬀect of information
that consumers collect online, often
by smartphone, on their online and
oﬄine purchases. By 2022, there
will be $3.9 trillion in digitally influenced expenditures in emerging
markets, BCG forecasts. That huge
number represents both a challenge
and an opportunity for B2C companies, the authors say.
How digital influences consumer
behavior diﬀers by country and by
category. The report identifies three
stages of digital evolution: digitally
aware, digitally advancing, and—
farthest along—digitally evolved.
People in China (now in the digitally
evolved category) are the most apt to
turn to the internet for help in making a retail purchase; 39% percent
of retail spending in China is digitally influenced. Brazil, India, and
Indonesia (which are in the middle
category, digitally advancing) have
high levels of digital influence (35%,
14%, and 12%, respectively), but relatively low levels of online spending
(between 3% and 5%). Kenya, Morocco, Nigeria, South Africa, and the
Philippines are in the first category,
digitally aware. In these early-stage

countries, a variety of factors, from
modest-size middle classes to a relatively undeveloped fintech ecosystem, have constrained the growth of
e-commerce.
When a country’s markets advance from one digital stage to the
next, consumer behaviors change,
too, the report shows. One such
change is in the expectation of a better experience, whether that takes
the form of something practical like
a good recommendation engine or
something fun like the ability to see
oneself in a shirt or hat that one is
considering buying.
Altogether, 81% of people in digitally evolved markets say that they

look for a fun or enjoyable experience in deciding where to buy. In
contrast, the shopping experience
matters to only about one in four
people in digitally aware markets,
and to only one in ten people in digitally advancing markets.
Another diﬀerence relates to how
people pay for their online purchases. In less advanced digital markets,
cash on delivery is still common—
used by 88% of Filipinos, 86% of Moroccans, 58% of Kenyans, and 54%
of Nigerians. In more advanced digital markets, buyers almost always
pay for online purchases digitally—
whether through an online mobile
wallet or a credit or debit card. For

instance, 94% of Chinese use a digital method of payment, as do more
than three-quarters of Brazilians.
In addition, Chinese consumers
make 70% of their online purchases
through smartphones, a level of mobile commerce that sharply exceeds
the level in developed countries.
In 2016, Chinese mobile payments
were nearly 50 times as great as
those in the US.

Developing
Economies’ Use
of Social Media

Social media is a big part of digital influence in emerging markets.
In CCI’s survey, 95% of Filipinos
and 74% and 73%, respectively, of
Kenyans and Moroccans say they
sometimes use social media to guide
their retail purchases. At 37%, Indian consumers are the least apt of
all emerging-market consumers to
use social media to guide them in
making a retail purchase; if they are
looking for an online source of information, internet users in India are
much more inclined to go to a shopping website.
Social media is also popular as a
venue for direct e-commerce, whether through a brand’s social media account or in peer-to-peer transactions
in which consumers buy and sell
from one another with no intermediary. Peer-to-peer transactions over
social media are especially popular
in the Philippines, Indonesia, and
Thailand.
In all emerging markets, air travel
is the category most subject to digital
influence and the product or service
most likely to be bought online, with
mobile phones a close second, the
survey shows. But countries can be
outliers in certain product categories. For instance, Brazilian consumers are much likelier than Indian
or Indonesian consumers to buy a
small appliance online. And Indian
consumers don’t book their holidays
online at anything like the same frequency that Brazilian consumers do.
BCG’s report comes at a time
when emerging markets are growing
at three times the rate of developed
markets and contributing much of
the world’s growth. In the last two
decades, according to the World
Bank, emerging markets’ share of
the world’s gross domestic product
has risen from 11% to 28%, and their
share of global household consumption expenditures has risen from 11%
to 24%.
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| places we strongly reccommend to visit |

dining

Red Café Bistro & Cafe
4, Besiki Str.
Tel: 2 519 966
Literary cafe “MONSIEUR JORDAN”
V. Gorgasali st.,17
Tel.: 275-02-07

Respublika Grill Bar

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

# 71 Vazhaphavela Ave.
Tel: 2201 211
info@redcafe.ge

PREGO

PICASSO

84, Barnovi Str.
Tel: 225 22 58
15, Erekle II.
Tel: 293 14 11
19 Pavle Ingorokva str. Tbilisi
+995 555 004151
https://www.facebook.com/RespublikaGrillBar/

SIANG-GAN

2, MarjaniSvili Str.
Tel: 2 999 723

4, Vashlovani Str.
Tel: 298 90 86

BUREGERCLASICO

Book
Corner

13b, Tarkhnishvili Str.
Tel: 223 24 30
contact@bookcorner.ge

4

2
24/
41, Gamsakhurdia Str.
Tel: 237 96 88

40, Chavchavadze Ave. Tel: 229 42 30

ENGLISH TEE
HOUSE

Addr: 3 Vekua Street.
(Trade Center GTC)
Tel.: 2 93 61 38

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

CAFE
CINEMA
5, Marjanishvili Str.
Tel: 294 16 20

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

1 Brother
Kakabadze Str.

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

Tel: 292 29 45;
Fax: 292 29 46;
tk@mcdonalds.ge

LE MARAIS

MEPETUBANI

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

32 Abashidze Str. Tel: 222 40 83

PROSPERO’S
BOOKS

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

TWINS - gift
store.

Exclusive decor,
designer Items
from U.S.
25 Akhvlediani str. Tbilisi

La Brioche

TEKLA PALACE
Phone:
+995 599 27 60
67 /
(032) 2 15 85 90

marketing@finchannel.com

BUSINESSTRAVELCOM
HOTEL AND AIRTICKET BOOKING:
2 999 662 | SKY.GE

Addr:
Erekle II’s
square 10

TIFFANY BAR AND TERRACE

Addr: Batumi,
Georgia, Parnavaz
Mepe №25

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

For advertising
please contact:
558 03 03 03

For advertising
please contact:
558 03 03 03
marketing@finchannel.com

Address: Mari Brose Street,
Open today · 11:30AM–11PM
Phone: 0322 24 22 44

Continued on p. 22
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