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Wealth Management Brokerage M&A; DCM  Private Equity 

Research International Custody 

New strategy geared towards fee income generation 

Launching WM clients’ 

advisory services in 

cooperation with 

brokerage  

 

Expanding Int’l offices  

 

Leveraging advisory 

business to offer a 

diversified portfolio of 

products to clients 

 

Greater collaboration 

with Solo Banking 

Integration with WM 

and Solo allows for 

regionally unique 

distribution system 

 

Only brokerage with 

market making 

capability  

 

Only international sub-

custodian license in 

Caucasus region  

Renewable Energy 

Fund: equity 

investments in  

hydropower plants  

 

Mezzanine Fund: 

mezzanine investments 

in growing companies  

 

Money Market Fund: 

government papers and 

bank deposits in US$ 

and local currency in 

Caucasus region 

IPOs and private 

placements 

  

Corporate and 

Eurobonds; Syndicated 

loans  

 

Company acquisition; 

corporate restructuring 

 

Sale of business and/or 

business unit 

Supported by  
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Investments in line with new strategy start to deliver first results  

Investing in teams to drive fee income 

businesses 

Research  

Asset Management  

DCM 

M&A 

IM operating expenses 

First fee income generated in 1H 2014 

GEL 1.7 mln y-o-y 

increase is the 

investment BoG made in 

hiring senior staff 

IM advisory fee income 

 EBRD local bond issue fee 

 Georgian company bond issue fees 

 M&A deal advisory fee 

2,656 

4,346 
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Wealth Management: AUM growth despite reduced yields  

Assets under management 

Preparation for Advisory Business – Private Banker training 

 Claritas Investment Certificate   

 

 

 Certified Private Banker 

Six offices 

Tbilisi  

Tel Aviv 

Budapest  

London 

Baku  

Istanbul  

 

Advisory 

offices 

333 

475 

581 

720 

846 
901 

10.5% 10.8% 
9.9% 

8.9% 

7.9% 

6.5% 
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BOG WM G&T AUM Cost of Deposits

http://www.cfainstitute.org/Pages/index.aspx
http://www.google.ge/url?url=http://www.abbl.lu/node/471&rct=j&frm=1&q=&esrc=s&sa=U&ei=J2TjU--9FvTA7AbBpIAo&ved=0CBMQ9QEwAA&usg=AFQjCNE2IQ6RfPZSike96ftzW0e43DLerg
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Wealth Management: replacing non-resident deposits with CDs 

Non-resident client deposits and CDs 

BoG WM geographic distribution, 30 June 2014 

Israel 

14% 

Austria 

2% 

Hungary 

4% 

Germany 

6% 

UK 

5% 

British Virgin 

Islands 

7% 
USA 

4% Russia 

2% 
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3% 

Other 

14% 

Georgia 

39% 

Hungary 

Rep. 

Office  

12% 

Israel Rep. 

Office 

London 
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Office 

12%  
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Ongoing re-pricing of WM Cost of Funds  

Cost of client deposits WM vs. RB  

Weighted average 

maturity 14.9 months 

Weighted average 

maturity 20.4 months 
6.1% 

5.3% 

4.0% 

8.9% 

7.9% 

6.4% 

3%

5%

7%

9%

2012 2013 1H 2014

Cost of Deposits, RB Cost of Deposits, WM incl. office costs
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Integration with WM and Solo 

Personal banker will become client’s broker 

Brokerage account will be accessible through 

internet banking  

Clients shall be able to place trade orders with 

personal banker  

 

Custody  

Enabling international investors to hold securities 

in Georgia and the Caucasus region 

BoG is State Street and Citi Bank sub-custodian (2 

year process for any competitor)  

The only international sub-custodian in the 

Caucasian region 

 

Market making  

Well capitalised brokerage – the only brokerage in 

Georgia with resources to offer market making to 

bond issuers   
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Brokerage acquiring a much broader front 
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Debt & Equity Investor Conference - an annual event 
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Selected investor attendees 

31 investors from around the world and 17 target companies from Georgia and Azerbaijan participated in the first conference 

199 one-on-one meetings took place within the framework of our conference  
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DCM 

GEL 50 mln EBRD local bonds placed  

m2  Real Estate US$5 mln  bonds placed 

m2 Real Estate US$10 mln bonds placed 

Announcing GLC 3-year bond placement of US$10 mln 

Corporate bonds to follow 

 

M&A 

Developing G&T Advisory on the back of BoG’s strong corporate relationships   

Substantial existing deal pipeline  

 

ECM 

Expecting 1-2 deals per year in ECM  

Teaming-up with International Investment Banks for international IPOs  
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M&A  Advisory & DCM already generating fees in 2014 

Local 

M&A  

Deal 

 
May 2014 
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Private Equity: project developments underway 

Hydropower Fund 
Investing equity in up to  

30 MW HPPs 

Mezzanine Fund 

Extending mezzanine loans to 

growing businesses  

 

Luxembourg 

Luxembourg 

Georgia 

First investment of US$1.3 mln made in the 

chain of neighborhood stores 2 Nabiji (2 Steps).  

Advanced discussion with a potential client on 

US$2mln mezzanine investment; healthy 

pipeline of deals  

20MW Mestiachala: hydrological study and 

topography of the project area completed. Power 

grid connection rights secured. Basic design, 

environmental & geological studies underway. 

Targeting start of construction Spring 2015 

     Registration is in process 

• Fund size: targeting US$200 mln in 2-3 years’ time. 

Iinitially invested in Georgian assets to expand to 

Azerbaijan and Armenia as a next step 

• The instruments are: sovereign treasury debt 

instruments in Georgia, Armenia, Azerbaijan and bank 

deposits in local currencies and US$ in three countries 

BoG to seed US$50mln fund and raise equity 

from investors. ~14% target net IRR 

A US$100mln fund, US$10mln seed capital. 

~18% target net IRR, JV with rpGlobal (Austria)  

Money Market Fund 
Allocating money in low risk 

regional papers and deposits 
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Research gaining reputation and consumers  

Sector coverage: 

Hydropower     

Tourism  

Agriculture  

Wine Industry 

Commercial and Retail Real Estate 
 

 

 

 

Corporate coverage: 

Georgian Oil and Gas Corporation     

Georgian Railways  

Coverage to increase in the future: 

International Bank of Azerbaijan 

SOCAR  

 

Macro coverage: 
Georgian economy  

Azerbaijan economy 

Notes on Georgian Economy 

(Russia – Ukraine conflict)  

 

A dedicated team of 5 members 

Two economists, each in Georgia and Azerbaijan 

New analyst joining in September, 2014   

Page 12 
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In 1H 2014 international visitors increased 2.1% y-o-y, as arrivals 

from Turkey declined 14.8% y-o-y (-5.2 ppts share in growth) 

 

Drop in Turkish arrivals was fully compensated by Azerbaijani 

(+20.9%, 4.2 ppts share in growth) and Armenian (+5.5%, 1.1 ppts 

share in growth) visitors growth 

 

Arrivals also increased  from Russia (+14.0%, 1.7 ppts share in 

growth), EU (+14.0%, 0.5 ppts share in growth) and Ukraine 

(+22.8%, 0.5 ppts share in growth)  

 

 

 
 

 

 

 

Georgian economy update: tourism and remittances 

Tourist arrivals (mln), shares and growth  

Source: GNTA 

Total remittances grew 4.2% y-o-y in 1H 2014, despite 

remittances from Russia decreasing 3.1% y-o-y 

 

1H14 remittances increased from large donor countries: 

Greece (+12.3%), Italy (+14.1%), USA (+4.5%), Turkey 

(+61.3%) and also from other countries (+12.0%) 

 

As remittances have proven resilient during the turbulent 

times in the past, we anticipate that net transfers (a proxy for 

remittances) to account for 9.2% of GDP in 2014 

 

 

 

 

 

 

Remittances (US$ mln), shares and growth  

Source: NBG 
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 29.4% 
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2Q 2014 export growth remained well above zero (+8.0% y-o-y) despite 

negative developments in Azerbaijani (car re-exports are down) and Ukrainian 

markets  

 

In recent years, export growth was driven by Georgia originated products and 

re-exports remained relatively flat 

 

Thus, car re-export drop may be outweighed by Georgia originated goods 

export, which continued to grow robustly in 1H 2014 (wines +152.4%, mineral 

waters +63.7%, ferro-alloys +24.5%)    

 

Deteriorated economic outlook for trading partners (Russia and Ukraine) will 

limit strong export growth in 2014 vs 2013 (+22.4% y-o-y) 

 

 

 

 

 

Foreign trade: diversification in action  
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Source: WITS, BoG Research 

Export growth, y-o-y 

 

In 2013, Russia’s share in total exports was 6.5% and 

reached 9.4% in 1H 2014 

 

Taking into account potential suspension of Russia-

Georgia free trade agreement and Georgia’s limited 

production capacity, we expect that Russia’s share in 

total exports will not grow beyond 11% 

 

Along with pick-up in imports (+15.0% in 1Q 2014 and 

+16.5% in 2Q 2014) investment goods import growth 

recovered at 7.8% and 17.3% in 1Q 2014 and 2Q 2014 

respectively 

 

Georgia’s export structure 
Source: GeoStat 
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In 2014 we expect real GDP growth to reach 5.3 - 5.8%, driven by 

renewed private investments and fiscal and monetary stimulus  

1Q 2014 highlights: 

Real GDP grew 7.1% y-o-y 

Total Investments increased 28.1% y-o-y (of which private +28.9% 

y-o-y, public +18.5%) 

Manufacturing +16.7% y-o-y, construction +14.0% y-o-y, trade 

+11.1% y-o-y, real estate +10.1% y-o-y 

2Q 2014 highlights: 

Real GDP grew 5.1% y-o-y (preliminary) 

Tax collection increased 9.2% y-o-y 

Trade turnover increased 14.3% y-o-y 

Commercial bank lending to the real sector increased 21.3% y-o-y 

Inflation remains subdued (2.0% y-o-y in 1H 2014) and central 

bank keeps policy rate unchanged at 4.0% stimulating the economy 

Regional tensions pose a limited risk on the growth outlook – 

Georgia’s dependence on Russia and Ukraine is relatively limited 

(13.2% of exports in 2013, 4.2% of net cumulative FDI in 2004 to 

1Q 2014, 16.6% of tourists in 2013, resilient remittances) 

Georgian economy: gaining momentum 

Source: Geostat, MOF, BoG Research 

Investments real y-o-y growth  

Real GDP y-o-y growth  

Source: Geostat. Note: 2Q 2014 data is preliminary 
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