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Well balanced budget 
During the last two years, Georgia has been posting an impressive real 
GDP growth of around 7% per year, one of the highest in the region. The 
draft Georgian budget 2013 envisages economic growth to be maintained 
at 7% in 2013 supported by strong funding of important sectors of economy 
and continued market liberalization. The total state budget is set at GEL 
8,749mn. The revenues will rise on the back of economic growth (9.8% y/y 
growth in tax revenues, which constitute 79% of the budget and 23.6% of 
GDP), with no rise in tax rates envisaged. Total expenditure and acquisition 
of nonfinancial assets is set at 27.2% of GDP in 2013 below that of 28.5% 
in 2012. The grants and other revenues are expected to account for only 
1.7% in 2013 vs 2.8% in 2012 budget.  
 
General government debt ratios to improve 
The total government debt is expected to drop to 32.8% of GDP in 2013 
(currently at 36% of GDP), which makes the ratio one of the lowest among 
the Eastern European peers. By the YE-2013, the total government debt of 
Georgia should amount to GEL 9.5bn of which 79% is external debt, 
including US$ 500mn of sovereign Eurobonds due in 2021.  
 
Agriculture and infrastructure receive strong 
attention  
Agriculture expenditure will see the growth of 36.5% y/y to GEL 170mn 
mainly to support machinery and irrigation system development which are 
one of the key priorities in improving the agricultural infrastructure and 
boost business activity in the sector. The budget allocates up to GEL 
901mn to the Ministry of Regional Development and Infrastructure, which is 
25.6% higher than estimated actual spending in 2012 and the financing of 
the core infrastructural projects will continue. The government expects to 
receive around GEL 650mn of loans for infrastructural projects, almost half 
of which are on account of the World Bank and the Asian Development 
Bank.  
 
Public to benefit from flat general government 
expenditure  
General government expenditure will remain flat at 2012 level (grew 12.7% 
y/y in 2012). Healthcare and social expenditure including pensions, social 
assistance and state covered health insurance is up 24.7% (social 
expenditure alone increased 31.1% y/y) at GEL 2.5bn. Social expenditure 
and healthcare will constitute 28.7% of the budget vs 24.8% in 2012E. 
 

GDP growth, % 

 
Source: Geostat, Ministry of Finance of Georgia 
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Source: Geostat, Ministry of Finance of Georgia 
 

Budget expenditures breakdown, 2013 

 
1Includes decrease in liabilities and increase in financial assets 
(excluding change in balance) 
Source: Ministry of Finance of Georgia 
 
Government debt 

 
Source: Ministry of Finance of Georgia 
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Georgian Economy 
Growth is on our mind 
 
 
The Parliament of Georgia is expected to approve the Georgia’s state 
budget for 2013 before 21 December 2012. Draft budget envisages GDP 
growth rate of 7% in 2013, which is in line with the economic 
performance of Georgia in recent years with real GDP up 7.2% and 7% 
in 2011 and 2012E, respectively. Budget revenues and expenditures are 
up 5.2% y/y. Budget deficit to GDP is estimated at 2.9%. The general 
government debt ratios are set to improve further to 32.8% of GDP from 
current 36%. The average inflation is expected at 4.5%. 
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Budget execution and general government debt 
 
General budget execution, % of GDP  Total government debt, % of GDP 

 

 

 
Note: Expenditure including acquisition of non-financial assets 
Source: Geostat, Ministry of Finance of Georgia 

 Source: Bloomberg, Ministry of Finance of Georgia 

 
 
 
Budget expenditure by selected ministries, GEL mn 
 
  

 
2012E 2013F Change y/y 

  
  

Ministry of Healthcare and Social Protection 

 
1,821.8 2,345.0 28.7% 

  
  

Ministry of Regional Development and Infrastructure 

 
717.1 901.0 25.6% 

  
  

Ministry of Education and Science 

 
625.8 670.0 7.1% 

  
  

Ministry of Defense  

 
730.6 660.0 -9.7% 

  
  

Ministry of Internal Affairs of Georgia 

 
587.9 570.0 -3.0% 

  
  

Ministry of Agriculture 

 
230.0 241.0 4.8% 

  
  

Ministry of Corrections and Legal Assistance 

 
128.4 174.3 35.7% 

   Ministry of Energy and Natural Resources 

 
311.0 118.8 -61.8% 

  
  

Ministry of Finance 

 
108.2 100.0 -7.6% 

  
  

Ministry of Economy and Sustainable Development 

 
145.4 82.5 -43.3% 

  
  

Note: Expenditure by ministries maybe different from the budget layout as these may also include administration expenses, acquisition of nonfinancial assets,  etc. 
Source: Ministry of Finance of Georgia 
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Draft state budget indicators 
 
State budget inflows and outflows, GEL mn   
  2011 2012E 2013F Change y/y 

  
  

Revenues 6,442 7,054 7,423 5.2% 

  
  

Taxes 5,802 6,300 6,920 9.8% 
  

  
Of which: 

      
  

Income Tax 1,439 1,597 1,813 13.5% 

  
  

Profit Tax 832 900 924 2.7% 

  
  

Value Added Tax 2,784 3,014 3,384 12.3% 

  
  

Excise 615 644 665 3.3% 

  
  

Custom Tax 93 100 104 4.0% 

  
  

Other taxes 38 45 30 -33.3% 

  
  

Grants 223 334 203 -39.3% 
  

  
Other revenues 417 420 300 -28.6% 

  
  

Increase in liabilities 735 1,058 868 -18.0% 
   Other inflows1 270 130 135 3.8% 
  

  
Total inflows 7,448 8,242 8,426 2.2% 

  
  

Use of cash surplus2 12 -122 323 na 
  

  

        
Expenditure 5,824 6,784 7,255 7.0% 

   
Acquisition of nonfinancial assets 1,039 799 724 -9.4% 

   Total of expenditure and acquisition 
of nonfinancial assets 6,863 7,582 7,979 5.2% 

  
  

General government services 1,826 2,057 2,065 0.4% 
  

  
Defense 710 658 639 -2.9% 

  
  

Economy 897 1,076 961 -10.7% 
  

  
Of which: 

      
  

Agriculture 40 125 170 36.5% 

  
  

Transport 592 562 562 0.0% 

  
  

Fuel and energy 46 83 38 -54.2% 

  
  

Tourism 53 68 73 7.9% 

  
  

Multipurpose development project 92 175 88 -50.0% 

  
  

Other economy 75 64 30 -53.2% 

  
  

Environmental protection 23 29 32 11.8% 
  

  
Healthcare 240 231 175 -24.0% 

  
  

Of which: 

      
  

Hospital services 92 104 64 -38.6% 

  
  

Public health services 52 42 29 -31.4% 

  
  

Other healthcare 96 85 83 -2.4% 

  
  

Education 556 611 682 11.7% 

  
  

Of which: 

      
  

General education 394 422 486 15.3% 

  
  

High education 62 65 81 23.7% 

  
  

Other education 101 124 116 -6.7% 

  
  

Social protection 1,568 1,781 2,334 31.1% 
  

  
Of which: 

      
  

Social protection of the elderly (mainly 
pensions) 997 1,074 1,154 7.4% 

  
  

Social protection of families and 
children 232 285 501 75.6% 

  
  

Affordable housing for internally 
displaced persons 125 180 514 185.3% 

  
  

Other social protection  213 242 166 -31.3% 

  
  

Other expenditure and acquisition of 
nonfinancial assets3 1,043 1,140 1,090 -4.4% 

  
  

Decrease in liabilities 166 189 540 185.0% 
   Other outflows4 430 348 230 -34.0% 
  

  
Total outflows 7,459 8,120 8,749 7.7% 

  
  

1Includes reduction in financial (excluding change in balance) and nonfinancial assets. 
2Change in cash and deposits (use of previously accumulated cash surplus) 
3Includes other directions (such as public order, culture, sport, etc) and other costs 
4Includes increase in financial assets (excluding change in balance) 
Note: The classification does not exactly match the funding of the ministries 
Source: Ministry of  Finance of Georgia, presentational format by BOG Research 
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Disclaimer 
This document is strictly confidential and has been prepared by JSC Bank of Georgia ("Bank of Georgia") 
solely for informational purposes and independently of the respective companies mentioned herein. This 
document does not constitute or form part of, and should not be construed as, an offer or solicitation or 
invitation of an offer to buy, sell or subscribe for any securities or assets and nothing contained herein shall 
form the basis of any contract or commitment whatsoever or shall be considered as a recommendation to take 
any such actions. 
 
Bank of Georgia is authorized to perform professional activities on the Georgian market. The distribution of 
this document in certain jurisdictions may be restricted by law. Persons into whose possession this document 
comes are required by Bank of Georgia to inform themselves about and to observe any and all restrictions 
applicable to them. This document is not directed to, or intended for distribution, directly or indirectly, to, or use 
by, any person or entity that is a citizen or resident located in any locality, state, country or other jurisdiction 
where such distribution, publication, availability or use would be contrary to law or regulation or which would 
require any registration or licensing within such jurisdiction. 
 
Investments (or any short-term transactions) in emerging markets involve significant risk and volatility and may 
not be suitable for everyone. The recipients of this document must make their own investment decisions as 
they believe appropriate based on their specific objectives and financial situation. When doing so, such 
recipients should be sure to make their own assessment of the risks inherent in emerging market investments, 
including potential political and economic instability, other political risks including without limitation changes to 
laws and tariffs, and nationalization of assets, and currency exchange risk. 
 
No representation, warranty or undertaking, express or implied, is or will be made by Bank of Georgia or its 
directors, employees, affiliates, advisers or agents or any other person as to, and no reliance should be placed 
on, the fairness, accuracy, completeness or correctness of this document and the information contained 
herein (and whether any information has been omitted from this document) and no reliance should be placed 
on it. This document should not be considered as a complete description of the markets, industries and/or 
companies referred to herein. Nothing contained in this document is, is to be construed as, or shall be relied 
on as legal, investment, business or tax advice, whether relating to the past or the future, by Bank of Georgia 
or any of its directors, employees, affiliates, advisers or agents in any respect. Recipients are required to 
make their own independent investigation and appraisal of the matters discussed herein. Any investment 
decision should be made at the investor's sole discretion. To the extent permitted by law, Bank of Georgia and 
its directors, employees, affiliates, advisers and agents disclaim all liability whatsoever (in negligence or 
otherwise) for any loss or damages however arising, directly or indirectly, from any use of this document or its 
contents or otherwise arising in connection with this document, or for any act, or failure to act, by any party, on 
the basis of this document.  
 
The information in this document is subject to verification, completion and change without notice and Bank of 
Georgia is not under any obligation to update or keep current the information contained herein. The delivery of 
this document shall not, under any circumstances, create any implication that there has been no change in the 
information since the date hereof or the date upon which this document has been most recently updated, or 
that the information contained in this document is correct as at any time subsequent to the date on which it is 
supplied or, if different, the date indicated in the document containing the same. No representation or 
warranty, expressed or implied, is made by Bank of Georgia, or any of its directors, employees, affiliates, 
advisers or agents with respect to the accuracy or completeness of such information. 
 
The information provided and opinions expressed in this document are based on the information available as 
of the issue date and are solely those of Bank of Georgia as part of its internal research coverage. Opinions, 
forecasts and estimates contained herein are based on information obtained from third party sources believed 
to be reliable and in good faith, and may change without notice. Third party publications, studies and surveys 
generally state that the data contained therein have been obtained from sources believed to be reliable, but 
that there is no guarantee of the accuracy or completeness of such data. Accordingly, undue reliance should 
not be placed on any such data contained in this document. Neither Bank of Georgia, nor its directors, 
employees, affiliates, advisors or agents make any representation or warranty, express or implied, of this 
document's usefulness in predicting the future performance, or in estimating the current or future value, of any 
security or asset.  
 
Bank of Georgia does, and seeks to do, business with companies covered in its research. As a result, 
investors should be aware of a potential conflict of interest that may affect the objectivity of the information 
contained in this document. 
 
This document is confidential to clients of Bank of Georgia. Unauthorized copying, distribution, publication or 
retransmission of all or any part of this document by any medium or in any form for any purpose is strictly 
prohibited. 
 
The recipients of this document are responsible for protecting against viruses and other destructive items. 
Receipt of the electronic transmission is at risk of the recipient and it is his/her responsibility to take 
precautions to ensure that it is free from viruses and other items of a destructive nature. 
 
 
 


