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Georgia: growth stays strong, but inflation and
the NBG rate return to focus

Executive Summary

By mid-June, the macroeconomic picture in Georgia appears stronger than in many economies in the
region, although it is no longer as comfortable as during the period of low inflation and rapid post-crisis
recovery. Economic growth remains high, domestic activity is holding up firmly, the external sector does
not yet appear weak, and the labor market is showing no signs of sharp deterioration. At the same time,
inflation has once again risen above the target level, and the National Bank of Georgia was forced to
send a more hawkish signal and raise the rate in May. In other words, the economy’s base regime is still
growth, but now in combination with a less favorable inflation environment and more cautious monetary
policy.

Economic Growth: The pace remains high, but the peak is already behind

The latest Geostat data confirm that at the beginning of 2026 the Georgian economy maintained a high
growth rate. The rapid estimate of real GDP for April showed growth of 6.2% y/y, while average growth
for January—April amounted to 8.3%. This means that after a very strong first quarter, the economy did
not move into a sharp slowdown and remains in a mode of confident expansion.

At the same time, the structure of such growth is more important than the numerical value. At this stage,
the Georgian economy continues to benefit from the combination of domestic demand, resilient business
activity, and the continuing inflow of external income. However, such a high pace of growth no longer
looks like purely “easy” growth against the backdrop of weak inflation and a soft monetary environment.
On the contrary, the current phase appears more mature: the economy continues to grow rapidly, but it
is growing in conditions where inflation is once again becoming a constraint on policy.
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Chart 1. Rapid estimate of Georgia’s economic growth, January - April 2026
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From a practical point of view, this means the following: the baseline scenario for Georgia now is neither
recession nor a sharp slowdown, but a gradual transition from very strong growth to a more moderate,
but still high pace.

Inflation: The main macro risk has strengthened again

If in 2024-2025 low inflation was one of the main arguments in favor of a more comfortable macro
backdrop, in 2026 the situation changed. According to Geostat, in May consumer prices rose by 0.3%
m/m, while annual inflation reached 5.7%. Core inflation stood at 3.8%, while core inflation excluding
tobacco was 3.5%. This is already noticeably above the NBG’s target level and means that the inflation
episode has ceased to be a purely technical deviation.

It is especially important that at this stage the issue is not only one-off fluctuations, but also a broader
inflation backdrop. That is, Georgia’s macro story in mid-2026 is no longer simply a story of strong
growth, but a story of strong growth with inflation that once again requires a policy response.

Chart 2. Annual inflation and core inflation in Georgia, May 2024 - May 2026
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From the point of view of macro interpretation, this is a serious shift. As long as growth remains high,
inflation does not look like an immediate threat to economic resilience. But it is precisely inflation that
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is becoming the factor limiting the room for policy easing and making the outlook for the second half of
the year less comfortable than before.

Monetary Policy: The NBG is sending a hawkish signal

The reaction of the National Bank of Georgia to the current combination of growth and inflation looks
logical. In February and March, the regulator kept the rate at 8.0%, but in May raised it by 0.25 pp to
8.25%. This is an important signal: the NBG does not consider the current inflation backdrop sufficiently
safe to maintain the previous trajectory.

The meaning of this decision is not that the economy is overheated in the classical sense, but that the
regulator needs to prevent inflation from becoming entrenched above target. As long as growth remains
high and prices accelerate again, the NBG will likely remain in a cautious-hawkish mode. For the market,
this means that monetary policy in Georgia is ceasing to be a factor of relief and is once again becoming
a factor of discipline.

In practice, this also increases the sensitivity of the economy to the quality of domestic and external
shocks. The longer inflation remains above target, the longer the rate may stay at an elevated level, even
if overall growth begins to slow somewhat.

Labor Market and Incomes: The situation is resilient, without overheating.

The labor market in Georgia does not yet indicate a deterioration in the macro situation. According to
Geostat, the unemployment rate in the first quarter of 2026 stood at 14.4%. This is slightly higher than
the average level of 2025, but so far does not look like the beginning of a pronounced deterioration.
Rather, it is an indication that the labor market remains relatively stable, but already without obvious
further acceleration.

Chart 3. Unemployment rate in Georgia, 2010 — 2025
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At the same time, wage dynamics remain strong. Average monthly nominal wages in the first quarter of
2026 rose by 8.9% y/y and amounted to 2,363.8 GEL. This is an important point for the overall review:
household incomes continue to grow, which means that domestic demand is still receiving support not
only from overall economic growth, but also from the labor market.
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Chart 4. Average nominal monthly wages in Georgia, Q1 2024 - Q1 2026
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It is precisely here that a typical crossroads for the current cycle emerges. On the one hand, wage growth
supports consumption and is positive for domestic activity. On the other hand, it is a factor that may
complicate a faster return of inflation to the target level. Therefore, the labor market in Georgia now
does not look weak, but rather neutral-resilient: it supports growth, but at the same time does not ease
the NBG’s inflation task.

External Sector: For now, more support than restraint.

Georgia’s external sector at this stage gives no grounds to speak of a sharp deterioration in the
macroeconomic backdrop. According to Geostat, foreign trade in January—May 2026 remained
sufficiently active, while the NBG separately noted that international reserves in May rose to USD 7.0
bn. This is an important indicator of resilience: the reserve buffer remains strong and reduces the
economy’s sensitivity to short-term external shocks.

Chart 5. Georgia’s external trade: imports, April 2024 - April 2026
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Chart 6. Georgia’s external trade: exports, April 2024 - April 2026
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For a country with an open economy and a high dependence on external flows, this is especially
important. As long as reserves remain at a high level and external activity does not show a breakdown,
the macroeconomic picture retains an additional pillar of support. This does not eliminate risks related
to the current account, imports, or external demand, but it does mean that in mid-2026 the external sector
is more likely to stabilize the overall picture than to unsettle it.

That is precisely why Georgia’s macro backdrop now looks more resilient than one might have expected
based only on inflation data. The weak spot is prices — but not reserves, not overall growth, and not
immediate external vulnerability.

Financial Conditions: The macro backdrop is strong, but there is less comfort.

If all the signals are brought together, the following picture emerges. Georgia’s economy continues to
grow rapidly. Inflation is once again above target. The NBG rate has been raised. Wages are growing,
the labor market is generally holding up, and the external sector and international reserves still appear
resilient. This is no longer the macro backdrop that could have been described as “rapid growth with low
inflation.” But neither is it a scenario of overheating with an immediate risk of a sharp correction.

Rather, it is a transition to a less comfortable, but still strong combination of indicators: high growth
remains, but it is now accompanied by tighter monetary policy and a greater inflation burden. For the
domestic market, this means that the fundamentals remain strong, but the room for further improvement
has narrowed.

Conclusion

The baseline assessment for mid-June is as follows: Georgia maintains a strong pace of growth and has
not yet shown signs of a sharp macroeconomic deterioration. Domestic demand, the labor market, and
the external sector continue to support the economy, while international reserves remain at a high level.
The problem is not weak growth, but the fact that inflation has once again moved to the forefront and is
forcing the NBG to adhere to a more hawkish line.

The final analytical assessment is as follows: the macroeconomic situation in Georgia is now a story not
about slowing to crisis levels, but about a transition from a very comfortable phase to a more complex
and less unambiguous one. Growth remains strong, but already requires greater caution in assessing
sustainability. Inflation is above target, the rate has been raised, and this means that the quality of the
second half of 2026 will largely depend on whether price pressure can be kept under control without
noticeable damage to economic activity. For now, the combination of signals points rather to a strong,
but already less comfortable, macro environment than to the beginning of a downward turn.
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DISCLAIMER

This analytical review (the “Review”) has been prepared by Rioni Capital LLC solely for informational purposes. The Review does not constitute and must not be construed
as an individual investment recommendation, investment advice, offer, solicitation, invitation to make an offer, recommendation to buy, sell, subscribe for, exchange, redeem
or hold any financial instrument, enter into any transaction, or implement any investment strategy.

The Review has been prepared on the basis of information obtained from public sources which Rioni Capital LLC considers reliable as of the date of preparation of the
material. At the same time, Rioni Capital LLC makes no representation or warranty, express or implied, as to the accuracy, completeness, timeliness or reliability of the
information contained in the Review. Any estimates, opinions, assumptions and conclusions contained in the Review reflect the authors’ judgment as of the date of publication
and may be changed without prior notice.

The information contained in the Review does not take into account the investment objectives, financial situation, level of knowledge, experience, risk tolerance, investment
horizon, or any other individual characteristics of any particular person. The financial instruments, transactions, services or strategies referred to in the Review may not be
suitable for your investment profile, expectations or objectives. The determination of whether any financial instrument, transaction or strategy is suitable for you must be
made by the investor independently or with the involvement of independent professional advisers.

Rioni Capital LLC does not guarantee the achievement of any return, financial result or investment objective. The value of financial instruments and other assets may rise or
fall, and an investor may lose part or all of the invested funds. Past investment performance is not indicative of and does not guarantee future results. The state does not
guarantee the return on investments. Any commissions, fees, taxes and other charges reduce the overall return on investments.

The Review must not be used as the sole source of information for making any investment, financial, legal, tax, accounting or other decision. Before entering into any
transaction, an investor should independently assess all risks and, where necessary, obtain independent legal, tax, financial and other professional advice.

Rioni Capital LLC, its members, officers, employees, representatives and affiliates shall not be liable for any direct or indirect losses, damages, lost profits, expenses or other
consequences arising in connection with the use of the Review, the information contained therein, or investment decisions made on the basis of the Review.

Unless expressly stated otherwise in the text of the Review, Rioni Capital LLC undertakes no obligation to update, supplement, revise or otherwise bring the Review up to
date after the date of its publication, including in the event of new information, changes in market conditions or subsequent events.

The information contained in the Review is protected by copyright and is subject to the laws of Georgia. All rights to the Review belong to Rioni Capital LLC. Full or partial
reproduction, distribution, publication, transfer to third parties, adaptation, public quotation in substantial volume, or any other use of the materials of the Review is permitted
only with the prior written consent of Rioni Capital LLC, except as expressly permitted by applicable law. In any permitted citation, reference to Rioni Capital LLC as the
copyright holder and source of the material is mandatory.

© Rioni Capital LLC. All rights reserved.
Thilisi, Georgia, 2026
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