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1. THE MACROECONOMIC MODEL 

The current design of the Parliamentary Budget Office of Georgia (PBO) Macroeconomic Forecasting Model 

(PBOMFM) is consistent with the Financial Programming and Policy (FPP) framework that is developed by the 

International Monetary Fund (IMF). The PBOMFM strikes a balance between theory and practice according to 

its purpose of providing accurate forecasts and policy analysis. The PBOMFM has both long-run (theoretical) 

and short-run (data-based) dynamics. The econometric estimates of the model’s parameters and its short-run 

dynamics are based on the data analysis and calibration for the Georgian economy. The PBOMFM is a 

practical and robust tool for economic forecasting in Georgia. PBO’s macroeconomic forecasts are publicly 

available on its website and in print. 

A simple description of the PBOMFM allows for four sectors: 

• Real Sector 

• Fiscal Sector 1 

• External Sector 

• Monetary Sector 

Linkages among the sectors are crucial for creating a consistent framework. The equations in the model 
represent a set of relationships between different economic variables. These relationships can be broken down 
into three broad groups: 

1. Accounting Identities: Equations that specify the identities and definitions in the National Accounts. For 
example, the Gross Domestic Product (GDP) by definition equals the sum of consumption, investment, 
government spending and net export. 
2. Econometric Equations: Econometric models provide a structure for quantification of how the Georgian 

economy behaved in the past and how it might behave in the future. Econometrically estimated equations 

provide the foundation for policy studies that inform the parliamentarians and the public of possible options 

and their impacts on the welfare of the country. For example, the econometric equation for private consumption 

assumes that consumption expenditure responds to the changes in real GDP and real interest rate. Therefore, 

in addition to forecasting total consumers’ expenditures, econometrically estimated equations allow for 

assessing the impact of changes in interest rate and income on consumers’ demands. For quantification of 

the underlying relationships in PBOMFM, the following estimation techniques and specifications are used: 

Ordinary Least Squares (OLS), Autoregressive Integrated Moving Average (ARIMA), Vector Autoregression 

(VAR), Bayesian Vector Autoregression, Vector Error Correction (VEC), Restricted Vector Error Correction, 

Error Correction Model (ECM), Autoregressive Distributed Lag (ARDL) and Time Varying Parameter (TVP) 

framework. The PBOMFM imposes 51 macro-fiscal variables of which 31 are endogenous (being determined 

by other variables), 16 exogenous, and 4 are determined by the PBO’s expert judgments. 

3. Technical Relationships: Equations in the model that are neither identity nor econometrically estimated 

are known as technical relationships. This category includes calibrated relationships based on economic 

theory or broad historical trends and stylized facts. For example, the projection of exports of services is based 

on the assumption that its value equals the average of the last three years’ share of exports of services in the 

total exports. 

The macroeconomic forecasting model is based on the quarterly data from 1996Q1 to 2021Q2. The data is 

collected from the following sources: 

National Statistics Office of Georgia – real sector data 
Ministry of Finance of Georgia- fiscal sector data 
National Bank of Georgia – external and monetary sector data 

 
1 The model treats expenditure of the consolidated budget as an exogenous variable, taken from the government’s medium-term forecasts.  
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BASELINE SCENARIO  

2. REAL SECTOR 

According to the Parliamentary Budget Office forecast, the Georgian economy will increase by 5.6% in 2022. 

The real GDP 2022 growth forecast (5.6%) is 0.4 percentage points (pp) lower compared to the government 

forecast2 (6.0%). This forecast doesn’t differ from the forecast published in October (5.6%)3, which predicted 

the high economic growth of the current year, and the additional information available in the last month is in 

line with the assumptions made during the previous forecast and does not provide the foundation for further 

changes. As it is known, the negative consequences caused by the new Coronavirus (Covid-19) in the world 

have affected almost all countries, including Georgia. Therefore, a significant decline in economic growth was 

observed in 2020 (-6.2%). However, it should be noted that significant economic growth has been observed 

since the second quarter of 2021, mainly driven by the base effect of a high reduction in 2020 caused by the 

COVID-19 pandemic and by the easing/canceling of the pandemic-related restrictions, which stimulate both 

demand and supply growth, that also effects the 2022 forecast. Along with the vaccination process and 

easing/canceling of the various types of restrictions, external trade will also start to recover. Compared to the 

October estimate, this forecast takes into account additional information available for the current period, which 

was reflected in the scenario forecasts by the PBO. The improvement in economic growth is due to the 

significantly better development trend for the current period. High economic growth, observed in the second 

and third quarters of 2021 and beyond, also external trade figures, indicating a gradual recovery in the 

economic activity. In the 2022 assessment, together with an analysis of fundamental economic developments 

for forecasting, it is necessary to have some assumptions about the pandemic, which could significantly affect 

the accuracy of the forecast in case of changes. The mentioned forecast of the PBO incorporates the 

assumption that the epidemiological situation in Georgia will improve from the first quarter of 2022, the 

introduction of the green passport concept in the country will increase vaccination rates, which at the same 

time will help reduce the rate of spread of the virus, there will be no more restrictions and closures in the 

country, which will facilitate the partial recovery of foreign economic activity. The assumption also takes into 

account domestic economic activity, as well as - preliminary estimates and forecasts4 of the economic growth 

of Georgia's major trading partner countries5. Specifically: 

• It is likely that in parallel with the adaptation to the pandemic, the tourism sector will revive in 2022 

compared to 2021, and both exports and imports of services will increase. 

• In response to the rising inflation, the National Bank has raised the monetary policy rate since August 

2021 to 10%. The Monetary Policy Committee of the National Bank of Georgia decided to leave the 

refinancing rate unchanged at 10 percent on October 27, 20216.  According to the PBO forecasts, 

inflation will decline in the first half of 2022 and approach the target (3%) in the second half, which 

could lead to a reduction in the policy rate from the same period. It is worth mentioning that due to the 

 
2 The government's forecast refers to the projection of macroeconomic indicators for 2022-2025 presented in the Document of Basic 

Data and Directions, attached to the Draft Law of Georgia “On the 2022 State Budget of Georgia” (Revised Version), which in 

accordance with the Budget Code of Georgia was submitted to the Parliament of Georgia on November 5, 2021.  
3 http://pbo.parliament.ge/media/k2/attachments/Macroeconomic_Forecasts_October_2021_ENG.pdf  
4 EU, Russia, Turkey, Azerbaijan, Armenia, China, Ukraine and USA. 
5Source: International Monetary Fund: World Economic Outlook, October 2021 (WEO October  2021)      

https://www.imf.org/en/Publications/WEO/Issues/2021/10/12/world-economic-outlook-october-2021  
6 https://nbg.gov.ge/monetary-policy/committee-decisions  
 

 
 

http://pbo.parliament.ge/media/k2/attachments/Macroeconomic_Forecasts_October_2021_ENG.pdf
https://www.imf.org/en/Publications/WEO/Issues/2021/10/12/world-economic-outlook-october-2021
https://nbg.gov.ge/monetary-policy/committee-decisions
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high growth rate of inflation in the second quarter of 2021 and subsequent months, the budget office 

forecast for inflation in 2021-2022 is higher compared to the forecast of October this year. 

According to the PBO forecast, the average annual economic growth rate for the medium term (2022-2025) is 

5.3%, which doesn’t differ from the forecast published by the PBO in October 2021. This is mainly due to the 

fact that the economic growth forecast published by the Office in October envisaged the information and 

economic trends available for that period and the additional information for the next one month is in line with 

the forecasts published in October. Real consumption will likely contribute most to the 2022 economic growth 

while, in parallel with the increased foreign trade activity, the contribution of the trade balance to GDP growth 

will be +0.1 pp. It should be noted that domestic consumption and investments still play a leading role in 

economic growth in the medium term.  

As for the government forecast for the same period, the average economic growth in 2022-2025 is equal to 

5.5%, which doesn’t differ from the forecast published by them in October 2021 (5.5%). It is noteworthy that 

the PBO economic growth forecast for the medium term envisages the projected/planned growth of non-

financial assets (so-called capital expenditures) of the government’s medium-term estimates, the actual 

dynamics of which may have an impact on the actual realization of the PBO forecast. 

 

Figure 1: Real GDP Growth. 

It is interesting to mention the relationship between dynamics of total factor productivity and economic activity, 
for which it is essential to analyze whether current economic growth corresponds with the potential that the 
country would have under the optimal use and utilization of its resources. It is reasonable to calculate the so-
called potential GDP and compare it to the actual situation. This difference between the real and potential GDP 
will be the so-called GDP gap7. 

According to the PBO estimates, despite high GDP growth, there still will be a slightly negative deviation from 

the potential level of GDP (-0.4%) in 2022. In the medium-term, the negative Gap is expected to have 

decreasing trend and will be almost closed in 2022-2025, and by 2025 the real GDP will slightly exceed the 

potential one8. 

 
7 For more on the GDP gap: http://pbo.parliament.ge/media/k2/attachments/Fiscal_Stance_and_Space_1.pdf  
8 The potential level of GDP is estimated using the Kalman Filter. For a potential level estimation methodology, see the PBO research 
publication: FISCAL POLICY IN GEORGIA: DIRECTION, CYCLICALITY, MANEUVERING SPACE”. 
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Figure 2: Real GDP Gap. 

 

As for the nominal GDP per capita, its projected volume for 2022 is 17,974 GEL, and for 2025 - 23,719 GEL. 

These figures are slightly different from the government's forecasts in 2022, and for 2025 the difference 

amounts to 1,402 GEL. 

 

Figure 3: GDP Per Capita, Nominal GEL. 

According to the PBO estimate, the nominal GDP will increase by 12% in 2022 and reach 67,017 million GEL. 

It is 263 million GEL higher than the forecast of the PBO in October 2021, driven mainly by the increased 

forecast of the deflator. It should also be noted that in line with the different real economic growth rate and 

inflation forecasts of the government, the nominal GDP is lower than the PBO forecast in the current year as 

well as in the medium-term period.  
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Figure 4: Nominal GDP GEL Million. 

According to the PBO forecast, considering the so-called „orientation trajectory“ of the monetary policy rate of 

NBG, by 2022 inflation rate will be higher than the target and will reach 5.4%. High inflation is also expected in 

2021, which according to the PBO forecast will reach 9.7%. This figure is 0.3 pp higher than the forecast of the 

PBO in October 2021, which is due to the high rate of inflation recorded in October-November. However, like 

the October 2021 forecast, in the first half of 2022, the price level will start to decrease and will be close to the 

target during the year. however, several factors observed in 2021 contributed to the increase in inflation:  

─ Depreciated GEL / USD exchange rate in the first and second quarters of 2021; 

─ The more revitalized aggregate demand and higher economic growth than expected from the second 

quarter of 2021; 

─ Significantly increased prices on energy and food products in the world market during the first, second 

and third quarters of 2021. 

Given these trends, it is likely that inflation will remain high during the year. According to the government’s 

forecast, inflation will exceed the target and be 4.5% in 2022, while in the medium-term it will be equal to the 

NBG target of 3%. It is noteworthy that changes in both monetary policy and external factors may lead to 

differences in forecasts.  

 

Figure 5: Consumer Price Indices, Period Average.       
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Figure 6: GDP Deflator. 

According to the PBO forecast, in parallel with the revived economic activity, the ratio of private investments to 

GDP will increase by 0.4% by 2022, reaching 17.9% of GDP, and have a steady slight upward trend in the 

medium-term. The ratio of private savings to GDP will also have a growth trend, it will be 14.7% of GDP by 

2022 and 16.9% by 2025. It should be noted that in the medium-term, gross savings will still not be sufficient 

to finance total investments, consequently investments will be financed by the loans from the rest of the world 

(negative current account balance). According to the government forecast, the ratio of private investments to 

GDP is expected to increase to 21.6% by 2022, in the medium term it will increase slightly and reach 21.9% by 

2025. 

 

Figure 7: Private Investment, % of GDP. 
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3. FISCAL SECTOR 

For the analysis of the fiscal environment, the net lending/borrowing balance is important both in the medium 

and long term. According to the forecast of the Parliamentary Budget Office, the expected ratio of the net 

lending/borrowing balance9 of the consolidated budget (GFSM 2014) to GDP is -4.4% by 2022 (according to 

the October forecast it was -4.1%). At the same time, according to the PBO forecast, the so-called modified 

overall balance10 (obtained through the reclassification of individual items and used in the IMF program) will 

reach -4.5% by 2022.  

 

Figure 8: Net Lending/ Borrowing Balance, % of GDP.       

 

Figure 9: Modified Balance, % of GDP. 

 
9    Overall Budget Balance – The difference between budget revenues and expenses minus the net acquisition of nonfinancial 
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As for 2021, the consolidated budget’s deficit11 to GDP (-6.2%) is 0.6 pp lower than the corresponding figure 

presented by the government (-6.8%), mainly caused by the fact that the tax revenues of the consolidated 

budget estimated by the PBO are 367 million GEL higher than that of government’s, which is caused by the 

relatively optimistic forecast of indirect taxes. It is noteworthy that according to both the PBO and the 

government forecast, the consolidated budget’s net borrowing in 2021-2022 will be more than 3%, while it will 

fall below 3% in 2023.   

As for the unified budget deficit, covered by the so-called budget balance/deficit rule under the Organic Law 

of Georgia on Economic Freedom from 2019, it also shows a decreasing tendency in the medium term. 

According to PBO and government forecasts, the unified budget net borrowing will tend to decrease in 2021-

2023 and fall below the 3% fiscal limit from 2023. According to PBO unified budget deficit to GDP (-6.1%) is 

0.6 pp lower than the corresponding figure presented by the government (-6.7%) in 2021 and 0.1 pp lower 

than the similar figure (-6.3%) published by the PBO in October 2021. In 2022 PBO unified budget deficit to 

GDP is -4.4%, which is 0.1 pp higher than the corresponding figure presented by the government (-4.2%) and 

0.3 pp higher than the similar figure (-4.0%) published by the PBO in October 2021. 

It should be highlighted that, for consolidated budget expenditures, the baseline scenario of the PBO forecasts 

is based on the medium-term fiscal plan defined by the government’s Basic Data and Directions Document 

for 2022-2025, attached to the revised version of the Draft Law of Georgia “On the 2022 State Budget of 

Georgia”. 

In addition to this, it is important to evaluate fiscal indicators with respect to economic trends12 in the medium-
term, namely – the discretionary fiscal policy direction and its connection with economic cycles13.  

According to PBO evaluation, the consolidated budget deficit (cyclically adjusted primary balance) in 2021-

2024 and, consequently, the positive fiscal stance coincide with the negative GDP gap, which constitutes a 

countercyclical fiscal expansion and follows the good practice of sustainable economic development 

(stimulating the economy during slowdown). As for 2025, the still positive fiscal stance in parallel with the 

positive gap indicates a slight pro-cyclical expansion.  

 

Figure 10: Fiscal Stance.  

 
11 The Consolidated Budget deficit = The consolidated budget’s negative net lending/borrowing balance 
12 The study is based on the assumption that expenditure policy is fully discretionary: decisions about the budget expenditure are 
not made according to the economic cycles. 
13 PBO research publication: “FISCAL POLICY IN GEORGIA: DIRECTION, CYCLICALITY, MANEUVERING SPACE”. 
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Regarding tax revenues, according to the PBO estimate, the consolidated budget tax revenues amount to GEL 
15,254 million for 2022, 50 million GEL higher than the forecast made in October, and which is 157 million 
GEL lower than the government’s forecast (GEL 15,411 million). Accordingly, a difference is observed between 
the forecast figures of both direct and indirect taxes14 (See Figure 11 and 12). The PBO estimates that by 
2022, tax revenues will reach 22.8% of GDP, while the government forecasts 23.7%. According to the forecast 
of the PBO, the tax to GDP ratio will be 22.5% on average in 2022-2025. As for 2021, the government's 
forecast for consolidated budget tax revenues remains unchanged, while the budget office forecasts that this 

figure will slightly increase, due to both indirect and direct 
taxes.  

 

 

Analyzing tax revenues by components, the share of 
direct taxes in total tax revenues will increase by 1.3 pp 
(40.5%) in 2022. Hence, the share of indirect taxes will 
be 59.5%. PBO estimates that throughout 2022-2025 the 
share of direct taxes will gradually increase while the 
share of indirect taxes will decrease15. It is worth noting 
that these medium-term forecasts are based on existing 
fiscal policy and incorporate the tax and pension reforms 
implemented in 2017-2021. Subsequent changes in fiscal 
policy may lead to differences from these forecasts. 

Figure 11: Tax Revenue Forecast 2022 (PBO)  

 

 

 

As for the structure of government tax revenues, the 

share of direct taxes in total tax revenues is expected to 

be 43.3% by 2022 and will increase slightly in the medium 

term. 

 

 

 

 

 

 

 

 

Figure 12: Tax Revenue Forecast 2022 (GOV)  

 

 
14 Direct Taxes include projected revenues of other taxes.  
15 This forecast of the Budget Office is based on the following assumptions: The impact of profit tax reform will be revealed in the coming years, 

economic development will increase the administration of direct taxes and its share to tax revenues as well as the share of property tax 
revenue due to the progressiveness of it. 

15 254 
mln GEL

6 174 mln 
GEL

9 080 mln 
GEL

Tax revenue Direct Taxes Indirect Taxes

15 411 
mln Gel

6 671 mln 
GEL

8 740 mln 
GEL

Tax revenue Direct Taxes Indirect Taxes



13 
 

 

Figure 13: Tax Revenue, % of GDP. 

 

 

Figure 14: Tax Revenue, GEL Million. 
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4. EXTERNAL SECTOR 

According to the PBO, the expected current account deficit for 2022 is 8.2% of GDP, which is 0.2 pp lower than 

the PBO’s forecast of October 2021 (8.4%), while the government’s forecast is 8.1% of GDP. The PBO 

estimates that the current account balance will start improving from 2022 and will be formed around -6.8% of 

GDP on average. According to the government forecast, the deficit will start improving from 2022 and be around 

-6.8% of GDP on average.  

According to PBO, the main driver of the expected fall in the current account deficit is the forecasted growth of 
domestic savings16. Even though in the analyzing period, the investments to GDP ratio also rises, the growth 
rate of savings not only compensates for this growth but also ensures the current account balance 
improvement. In this regard, the growth of both private and public savings is noteworthy.  

 
 

Figure 15: Current Account Balance, % of GDP. 

As for the current account components: 

• According to the forecast of the PBO, an important determinant of the current account deficit formation 

is the expected dynamics of the trade balance. Due to the problems described above caused by Covid-

19, the volume of exports and imports decreased significantly in 2020, although foreign activity has 

started to revive significantly since 2021, hence the foreign trade is expected to increase significantly, 

and the trade balance will gradually improve. The PBO forecasts that the trade deficit will reach 13.7% 

of GDP in 2022, while the government forecasts that the trade deficit will be 12.9%. According to the 

Budget Office, the current account and the trade balance tend to improve in the medium-term, which 

means that the domestic supply of the country better satisfies the aggregate demand.  

 
16 Current account balance can be defined as a difference between total investments and total savings – deficit means that savings 
are not enough for investment financing and country borrows from abroad. 
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Figure 16: Trade Balance, % of GDP. 

As for the financing sources of the current account deficit, according to the PBO, net private capital and financial 

inflows will reach USD 909 million by 2022 and increase in the medium run. According to the government 

forecast, the mentioned figure will reach USD 1,413 million and grow for the following years, except for a 

decrease in 2025.  

 

Figure 17: Net Private Capital and Financial Flows, USD Million. 
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5. MONETARY SECTOR   

According to the PBO forecast, monetary aggregate M3 will amount to GEL 40,258 million in 2022, while the 

annual growth rate is 15.2%. On the other hand, monetary aggregate M2 will equal GEL 19,945 million, with a 

growth rate of 23.0%. 

 

Figure 18: Broad Money M3, Growth Rate.             

 

 

Figure 19: Broad Money M2, Growth Rate. 
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Figure 20: Gross International Reserves, USD Million. 

As for the loans to the private sector, according to the PBO forecast, this indicator will reach GEL 49,484 million 

in 2022, which is higher compared to the one in BDD. This trend holds in the medium-term, and the PBO 

forecast for 2022-2025 will consistently exceed government forecast. 

 

Figure 21: Net Credit to Private sector, GEL Million. 
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6. MACROECONOMIC SCENARIOS 

The macroeconomic scenarios constitute the potential development models of the economy in case of 

unexpected deviations from the baseline, the most anticipated scenario of the economy. 

The main difference between the assumptions of baseline, positive and negative scenarios for 2021 is due to 

the possible development of the coronavirus (Covid-19) ( the rate of the virus spread, the speed of vaccination,  

opening rates of the economy, etc.) and the realization of the consequences caused by it.  

The baseline model assumes that the spread of the virus in Georgia and the subsequent wave of it will be 

insignificant in the fourth quarter of 2021 and will not affect economic events. As a result of the increased 

number of vaccinated population, the improved epidemiological situation, and at the same time, with the 

improved global economy, the Georgian economy, along with the rest of the world, will begin to recover rapidly 

from 2022. 

However, due to the modern changing environment, economic recovery can have a so-called „V shape“, which 

means to be more rapid, or the economic recovery is also expected to be slow. According to:  

• How much the epidemic will intensify and continue in the world;  

• Whether all this will create fiscal sustainability problems for countries and;  

• How quickly pre-epidemic economic relations and behaviors will recover. 

It is possible to consider positive and negative scenarios of macroeconomic development. 

The positive scenario assumes that the economy will recover with faster rate compared to the baseline 

scenario, and external imbalance will be eradicated. According to the same assumption, from the fourth quarter 

of 2021, the Georgian economy, along with the rest of the world, will begin to recover faster, and further 

development of the virus spread will no longer have a strong negative impact on the economy. According to 

the same scenario, both in Georgia and in the rest of the world, the pandemic will not cause fiscal/debt 

sustainability problems. Also, the world will keep healthy fiscal positions. According to the positive scenario, 

the tourism sector in Georgia will start to revive significantly in 2022, with further growth in foreign demand. In 

the medium term, the positive scenario implies permanent positive shocks and high economic growth in the 

country.   

The negative scenario assumes that from the fourth quarter of 2021, the epidemiological situation in the 

country will not improve significantly, and some restrictions and prohibitions will still be placed. It also continues 

during the first quarter of 2022. Under this scenario, it is supposed that by 2022, certain groups of countries 

with high debt burdens may face fiscal sustainability problems, leading to additional external shocks and less 

growth in global demand. According to the negative scenario, it is also likely that the revival of tourist flows, 

which started in 2021, will continue in 2022, although its pace will be lower in the medium-term compared to 

the assumptions of the baseline scenario. In the medium term, the negative scenario assumes that the 

economic recovery will be hardly achievable and that production potential will also decline because of the 

reduced economic activity.  

6.1 MAIN ASSUMPTIONS 

The Parliamentary Budget Office Macroeconomic Forecasting Model (PBOMFM) scenarios incorporate 

shocks due to changes of two main macroeconomic variables: inflation and real GDP. Deviations from the 

baseline scenario of other macroeconomic variables are due to shocks to inflation and GDP growth. 
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Positive and negative scenarios of real GDP growth represent a deviation from the baseline scenario caused 

by the possible realization of the mentioned assumptions.  

 

Figure 22: Real GDP Growth Rate (Baseline, Positive and Negative Scenarios). 

The macroeconomic scenarios are based on the assumption that, in the case of the positive scenario, 

permanently positive shocks will be realized over the entire medium term, while, in the case of a negative 

scenario, negative economic development trends are expected each year compared to the baseline scenario. 

Given these assumptions, the average economic growth rate during 2022-2025 will be 7.6% in case of the 

positive scenario, while in case of the negative scenario average growth will be 2.9%. 

As for consumer price inflation, its positive and negative scenarios take into account inflation trends during the 

years of economic acceleration and slowdown, as well as the inflation model forecast error. 

In case of the positive scenario, we expect inflation to be permanently higher compared to the baseline 

scenario (5.3% on average), while in case of the negative scenario, inflation will be lower than the baseline 

scenario figure (2.6% on average).  

 

Figure 23: CPI Inflation, (Baseline, Positive and Negative Scenarios). 
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The combination of the real GDP and inflation in positive scenarios is the basis of the positive scenario model, 

while the combination of the negative scenarios forms the negative scenario model. 

The model assumes that major macroeconomic shocks affect these two indicators in the first place. Moreover, 

real GDP and inflation affect one another, which also carries economic content.  

Higher economic growth compared to the baseline scenario means higher aggregate demand and, thus, 

higher prices, while permanently low economic growth translates in lower aggregate demand and, therefore, 

lower prices. On the other hand, higher and stable inflation stimulates consumption, which boosts aggregate 

demand and, thus, output, while low inflation creates incentives for saving and lowers aggregate demand in 

the medium run. 

Negative and positive scenarios are built on the assumption that the government spending policy will proceed 

as reflected in the negative and positive scenarios presented by the government. The positive scenario of the 

PBO includes the positive spending policy of the government, while the negative scenario includes the 

spending policy of the negative scenario of the government17. 

6.2 POSITIVE AND NEGATIVE SCENARIOS 

As for the economic scenarios by sectors: 

High economic growth and high prices result in an increased tax base and, thus, higher tax revenues, while in 

the negative scenario, the volume of the tax revenues will decline compared to the baseline.  

 

Figure 24: Tax Revenue (Baseline, Positive and Negative Scenarios). 

It should also be noted that along with the different tax revenue forecasts according to different scenarios, the 

PBO forecasts include expenditures reflected in the relevant positive and negative scenarios presented by the 

government. All this, in turn, is reflected in the change of the budget deficit, which differs from the baseline 

forecasts of the PBO, as well as from the positive and negative scenarios of the government (see annexes 7 

and 8). 

 
17 Macroeconomic indicators projection presented by the 2022-2025 Document of Basic Data and Directions Attached to the revised 

version of the Draft Law of Georgia “On the 2022 State Budget of Georgia“. 
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Figure 25: Net Lending/Borrowing Balance of Consolidated Budget (Baseline, Positive and Negative Scenarios). 
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Figure 26: Fiscal Stance (Baseline, Positive and Negative Scenarios). 
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relatively more in 2021, but in the medium-term, because of the significant economic recovery, the tourism 
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time, the various components of the balance of payments may change, which will affect the structure of the 
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The development of the negative scenario and the reduction of economic activity are related to the reduced 

foreign trade and the balance of payments different structure. 

 

Figure 27: Current Account Balance (Baseline, Positive and Negative Scenarios). 
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on average in 2022-2025, while the positive scenario forecasts it at 6.2%. According to the positive and 

negative scenarios, the ratio of the current account deficit to GDP will be -5.3% and -6.2% by 2025, 

respectively.  

The activity of the monetary sector is also directly related to the economic development trends: In case of high 

activity, the money in circulation is likely to increase, as well as the domestic and foreign assets of the Central 

Bank and other depository corporations. In turn, in the case of a negative scenario, it is expected that both the 

assets and liabilities of the Central Bank and commercial banks will decrease compared to the baseline 

scenario.  

 

Figure 28: Broad Money M3 (Baseline, Positive and Negative Scenarios). 
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scenario. While in the negative scenario, the volume of M3 money aggregate will be less than the 

corresponding figure of the baseline scenario. 
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Figure 4: Gross National Savings (Baseline, Positive and Negative Scenarios). 
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According to the positive scenario, the domestic (gross national) savings will increase more than in the baseline 
scenario case. Although, in parallel to the reduced external savings (current account deficit), the main source 
of increased gross savings18, and for the financing significantly increased investments compared to the 

baseline scenario will be domestic savings. 

In turn, in the case of the negative scenario, which implies fewer budget revenues (respectively fewer 

government savings) and slightly more current account deficit (respectively more external savings), the 

national savings will be somewhat lower than in the baseline scenario by 2021. In the case of a negative 

scenario, in the medium-term, the main source of savings is still external savings, meaning that the increase 

in the current account deficit becomes important for the formation of gross savings and an important source 

of investments.    

 
18 Gross savings are the difference between the country’s domestic (gross national) savings and the current account 
balance  
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Annex 1: Detailed Forecasts of Key Macroeconomic Indicators for 2021-2025 (Baseline Scenario)19  

 
19 Nominal expenditures, non-financial assets and debt are taken from the forecasted macroeconomic indicators presented in the Basic Data and Directions Document 
for 2022-2025, attached to the revised version of the Draft Law of Georgia “on the 2022 State Budget of Georgia”. 

 
2018  Actual 2019  Actual 2020  Actual 

2021 PBO  
Expected 

2022  PBO  
Forecast 

2023  PBO  
Forecast 

2024  PBO  
Forecast 

2025  PBO  
Forecast 

REAL SECTOR % change 

Real GDP 4.8% 5.0% -6.2% 9.8% 5.6% 5.3% 5.1% 5.2% 

Consumer Price Inflation 2.6% 4.9% 5.2% 9.7% 5.4% 3.1% 2.9% 3.0% 

GDP Deflator 4.4% 5.2% 6.9% 10.2% 6.2% 4.5% 4.3% 4.0% 

Nominal GDP 

GEL Million 44,599 49,253 49,407 59,826 67,017 73,742 80,815 88,437 

USD Million 17,597 17,471 15,888 18,504 21,394 24,324 26,648 28,953 

GDP Per Capita 

GEL 11,968 13,239 13,293 16,045 17,974 19,777 21,675 23,719 

USD 4,722 4,696 4,275 4,963 5,738 6,524 7,147 7,765 

 % of GDP 

Absorption 110.6 109.0 118.6 116.1 113.8 110.6 109.5 109.1 

Consumption 82.5 83.7 92.4 90.9 87.8 85.5 83.6 82.6 

Private 75.2 76.7 84.9 83.9 81.4 79.2 77.5 76.6 

Government 7.3 7.0 7.6 7.0 6.4 6.3 6.1 6.0 

Investment 28.1 25.3 26.2 25.2 26.0 25.1 25.9 26.5 

Private 21.7 17.3 17.6 17.5 17.9 18.7 19.7 20.4 

Government 6.4 8.0 8.6 7.7 8.0 6.3 6.2 6.1 

Gross National Saving 21.4 19.8 14.4 15.5 17.6 18.2 19.5 20.4 

Private 16.2 14.9 15.5 14.8 14.7 15.1 16.2 16.9 

Government 5.2 4.9 -1.1 0.7 2.9 3.1 3.3 3.6 

 

FISCAL SECTOR GEL Million 

Revenues and Grants 11,822 12,907 12,407 14,852 16,688 18,077 19,564 21,215 

Tax Revenues 10,506 11,418 10,964 13,289 15,254 16,604 18,077 19,723 

Direct Taxes 4,540 4,593 4,433 5,209 6,174 6,602 7,345 8,243 

Indirect Taxes      5,966  6,825 6,531 8,080 9,080 10,002 10,732 11,480 

Expenditures and Acquisition of Nonfinancial 
Assets 

   12,351  14,464 17,189 19,039 20,085 20,437 21,911 23,445 

Recurrent expenditures      9,493  10,519 12,960 14,419 14,716 15,768 16,887 18,071 

Acquisition of Nonfinancial Assets      2,858  3,945 4,229 4,620 5,369 4,669 5,024 5,374 
         

Operating Balance 2,329 2389 -553 433 1,972 2,309 2,677 3,144 
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Overall Balance -323 -1,350 -4,574 -3,707 -2,947 -2,110 -2,097 -1,980 

  

State Debt 17,349 19,916 29,654 31,223 33,880 35,683 37,624 39,569 

External 14,098 15,750 23,467 25,380 26,780 27,238 27,733 28,234 

Domestic 3,251 4,166 6,186 5,843 7,100 8,445 9,890 11,335 

Fiscal Balance -1,016 -1,019 -4,596 -3,652 -3,022 -2,230 -2,217 -2,100 

Unified Budget Balance -305 -1,297 -4,451 -3,666 -2,921 -2,091 -2,091 -2,010 

 % of GDP 

Revenues and Grants 26.5% 26.2% 25.1% 24.8% 24.9% 24.5% 24.2% 24.0% 

Tax Revenues 23.6% 23.2% 22.2% 22.2% 22.8% 22.5% 22.4% 22.3% 

Direct Taxes 10.2% 9.3% 9.0% 8.7% 9.2% 9.0% 9.1% 9.3% 

Indirect Taxes 13.4% 13.9% 13.2% 13.5% 13.5% 13.6% 13.3% 13.0% 

Expenditures and Acquisition of Nonfinancial 
Assets 

27.7% 29.4% 34.8% 31.8% 30.0% 27.7% 27.1% 26.5% 

Recurrent expenditures 21.3% 21.4% 26.2% 24.1% 22.0% 21.4% 20.9% 20.4% 

Acquisition of Nonfinancial Assets 6.4% 8.0% 8.6% 7.7% 8.0% 6.3% 6.2% 6.1% 
          

Operating Balance 5.2% 4.9% -1.1% 0.7% 2.9% 3.1% 3.3% 3.6% 

Overall Balance -0.7% -2.7% -9.3% -6.2% -4.4% -2.9% -2.6% -2.2% 
                 

State Debt 38.9% 40.4% 60.0% 52.2% 50.6% 48.4% 46.6% 44.7% 

External 31.6% 32.0% 47.5% 42.4% 40.0% 36.9% 34.3% 31.9% 

Domestic 7.3% 8.5% 12.5% 9.8% 10.6% 11.5% 12.2% 12.8% 

Fiscal Balance -2.3% -2.1% -9.3% -6.1% -4.5% -3.0% -2.7% -2.4% 

Unified Budget Balance -0.7% -2.6% -9.0% -6.1% -4.4% -2.8% -2.6% -2.3% 
 

MONETARY SECTOR % of GDP, unless noted otherwise 

Net Foreign Assets -0.4% -0.7% 1.9% 2.4% 3.6% 3.9% 3.9% 3.9% 

Net Domestic Assets 46.9% 50.2% 59.6% 56.0% 56.5% 59.7% 63.5% 67.6% 

Broad Money M3 46.5% 49.5% 61.5% 58.4% 60.1% 63.7% 67.4% 71.5% 

Broad Money M2 21.7% 23.3% 27.6% 27.1% 29.8% 32.2% 34.0% 35.8% 

 

EXTERNAL SECTOR % of GDP, unless noted otherwise 

Current Account Balance -6.8% -5.5% -12.4% -9.7% -8.2% -6.7% -6.4% -6.0% 

Trade Balance -10.6% -8.9% -19.1% -16.1% -13.7% -10.5% -9.5% -9.1% 

Official International Reserves (USD Million) 3,290 3,506 3,911 4,150 4,569 4,815 5,174 5,627 

Months of Import 3.7 3.8 5.2 4.6 4.4 4.2 4.0 3.8 

Net Private Capital and Financial Flows 
(USD Million) 

394 450 889 464 909 1,179 1,266 1,369 
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Annex 2: Detailed Forecasts of Key Macroeconomic Indicators for 2021-2025 (Positive Scenario)20 

 
20 Nominal expenditures, non-financial assets and debt are taken from the forecasted macroeconomic indicators presented in the Basic Data and Directions Document 

for 2022-2025, attached to the revised version of the Draft Law of Georgia “on the 2022 State Budget of Georgia”. 

 
2018  Actual 2019  Actual 2020  Actual 

2021 PBO  
Expected 

2022  PBO  
Forecast 

2023  PBO  
Forecast 

2024  PBO  
Forecast 

2025  PBO  
Forecast 

REAL SECTOR % change 

Real GDP 4.8% 5.0% -6.2% 10.5% 7.7% 7.6% 7.4% 7.7% 

Consumer Price Inflation 2.6% 4.9% 5.2% 10.0% 6.3% 4.9% 5.0% 5.1% 

GDP Deflator 4.4% 5.2% 6.9% 10.6% 7.9% 5.5% 5.7% 5.5% 

Nominal GDP 

GEL Million 44,599 49,253 49,407 60,492 70,271 79,763 90,627 102,988 

USD Million 17,597 17,471 15,888 18,713 22,436 26,313 29,883 33,714 

GDP Per Capita 

GEL 11,968 13,239 13,293 16,224 18,846 21,392 24,306 27,621 

USD 4,722 4,696 4,275 5,019 6,017 7,057 8,015 9,042 

 % of GDP 

Absorption 110.6 109.0 118.6 116.0 113.0 109.5 108.9 108.1 

Consumption 82.5 83.7 92.4 91.0 86.9 84.4 82.5 81.2 

Private 75.2 76.7 84.9 84.0 80.8 78.6 77.0 76.0 

Government 7.3 7.0 7.6 7.0 6.1 5.9 5.5 5.2 

Investment 28.1 25.3 26.2 25.0 26.1 25.1 26.5 26.9 

Private 21.7 17.3 17.6 17.4 18.4 19.2 20.9 21.7 

Government 6.4 8.0 8.6 7.6 7.6 5.9 5.5 5.2 

Gross National Saving 21.4 19.8 14.4 15.3 18.1 19.0 20.7 21.6 

Private 16.2 14.9 15.5 14.6 15.0 15.6 16.9 17.5 

Government 5.2 4.9 -1.1 0.8 3.1 3.4 3.8 4.2 

 

FISCAL SECTOR GEL Million 

Revenues and Grants 11,822 12,907 12,407 14,880 16,872 18,503 20,316 22,365 

Tax Revenues 10,506 11,418 10,964 13,317 15,438 17,030 18,829 20,873 

Direct Taxes 4,540 4,593 4,433 5,218 6,247 6,766 7,640 8,708 

Indirect Taxes 5,966 6,825 6,531 8,099 9,191 10,264 11,189 12,165 

Expenditures and Acquisition of Nonfinancial 
Assets 

12,351 14,464 17,189 19,039 20,085 20,437 21,911 23,445 

Recurrent expenditures 9,493 10,519 12,960 14,419 14,716 15,768 16,887 18,071 

Acquisition of Nonfinancial Assets 2,858 3,945 4,229 4,620 5,369 4,669 5,024 5,374 
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Operating Balance 2,329 2389 -553 461 2,156 2,735 3,429 4,294 

Overall Balance -323 -1,350 -4,574 -3,679 -2,763 -1,684 -1,345 -830 

   

State Debt 17,349 19,916 29,654 31,223 33,880 35,683 37,624 39,569 

External 14,098 15,750 23,467 25,380 26,780 27,238 27,733 28,234 

Domestic 3,251 4,166 6,186 5,843 7,100 8,445 9,890 11,335 

Fiscal Balance -1,016 -1,019 -4,596 -3,624 -2,838 -1,804 -1,465 -950 

Unified Budget Balance -305 -1,297 -4,451 -3,638 -2,737 -1,665 -1,339 -860 

 % of GDP 

Revenues and Grants 26.5% 26.2% 25.1% 24.6% 24.0% 23.2% 22.4% 21.7% 

Tax Revenues 23.6% 23.2% 22.2% 22.0% 22.0% 21.4% 20.8% 20.3% 

Direct Taxes 10.2% 9.3% 9.0% 8.6% 8.9% 8.5% 8.4% 8.5% 

Indirect Taxes 13.4% 13.9% 13.2% 13.4% 13.1% 12.9% 12.3% 11.8% 

Expenditures and Acquisition of Nonfinancial 
Assets 

27.7% 29.4% 34.8% 31.5% 28.6% 25.6% 24.2% 22.8% 

Recurrent expenditures 21.3% 21.4% 26.2% 23.8% 20.9% 19.8% 18.6% 17.5% 

Acquisition of Nonfinancial Assets 6.4% 8.0% 8.6% 7.6% 7.6% 5.9% 5.5% 5.2% 

          

Operating Balance 5.2% 4.9% -1.1% 0.8% 3.1% 3.4% 3.8% 4.2% 

Overall Balance -0.7% -2.7% -9.3% -6.1% -3.9% -2.1% -1.5% -0.8% 

                 

State Debt 38.9% 40.4% 60.0% 51.6% 48.2% 44.7% 41.5% 38.4% 

External 31.6% 32.0% 47.5% 42.0% 38.1% 34.1% 30.6% 27.4% 

Domestic 7.3% 8.5% 12.5% 9.7% 10.1% 10.6% 10.9% 11.0% 

Fiscal Balance -2.3% -2.1% -9.3% -6.0% -4.0% -2.3% -1.6% -0.9% 

Unified Budget Balance -0.7% -2.6% -9.0% -6.0% -3.9% -2.1% -1.5% -0.8% 

 

MONETARY SECTOR % of GDP, unless noted otherwise 

Net Foreign Assets -0.4% -0.7% 1.9% 2.4% 3.6% 3.9% 3.9% 3.8% 

Net Domestic Assets 46.9% 50.2% 59.6% 56.1% 55.6% 58.8% 62.5% 66.6% 

Broad Money M3 46.5% 49.5% 61.5% 58.5% 59.2% 62.7% 66.4% 70.4% 

Broad Money M2 21.7% 23.3% 27.6% 27.2% 29.6% 32.0% 33.8% 35.7% 
 

EXTERNAL SECTOR % of GDP, unless noted otherwise 

Current Account Balance -6.8% -5.5% -12.4% -9.6% -7.9% -5.9% -5.8% -5.3% 

Trade Balance -10.6% -8.9% -19.1% -15.9% -12.9% -9.4% -8.9% -8.1% 

Official International Reserves (USD Million) 3,290 3,506 3,911 4,202 4,747 5,143 5,622 6,061 

Months of Import 3.7 3.8 5.2 4.6 4.2 3.8 3.4 3.0 
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Annex 3: Detailed Forecasts of Key Macroeconomic Indicators for 2021-2025 (Negative Scenario)21 

 
21 Nominal expenditures, non-financial assets and debt are taken from the forecasted macroeconomic indicators presented in the Basic Data and Directions Document 

for 2022-2025, attached to the revised version of the Draft Law of Georgia “on the 2022 State Budget of Georgia”. 

Net Private Capital and Financial Flows 
(USD Million) 

394 450 889 705 1,114 1,244 1,440 1,476 

 
2018  Actual 2019  Actual 2020  Actual 

2021 PBO  
Expected 

2022  PBO  
Forecast 

2023  PBO  
Forecast 

2024  PBO  
Forecast 

2025  PBO  
Forecast 

REAL SECTOR % change 

Real GDP 4.8% 5.0% -6.2% 9.0% 3.3% 3.0% 2.7% 2.7% 

Consumer Price Inflation 2.6% 4.9% 5.2% 9.4% 4.0% 2.2% 2.2% 2.2% 

GDP Deflator 4.4% 5.2% 6.9% 9.5% 5.0% 3.2% 3.0% 2.7% 

Nominal GDP 

GEL Million    44,599     49,253     49,407  59,064 63,996 68,053 71,980 75,978 

USD Million    17,597     17,471     15,888  18,265 20,427 22,444 23,735 24,878 

GDP Per Capita 

GEL    11,968     13,239     13,293  15,841 17,164 18,252 19,305 20,377 

USD 4,722 4,696 4,275 4,899 5,478 6,020 6,366 6,672 

 % of GDP 

Absorption 110.6 109.0 118.6 116.3 114.9 111.8 109.9 109.4 

Consumption 82.5 83.7 92.4 91.6 89.3 87.5 86.2 85.8 

Private 75.2 76.7 84.9 84.4 82.6 80.7 79.3 78.8 

Government 7.3 7.0 7.6 7.1 6.7 6.9 6.9 7.0 

Investment 28.1 25.3 26.2 24.7 25.5 24.3 23.7 23.6 

Private 21.7 17.3 17.6 17.0 17.7 18.5 18.4 18.6 

Government 6.4 8.0 8.6 7.7 7.9 5.7 5.3 5.0 

Gross National Saving 21.4 19.8 14.4 15.0 16.5 16.9 16.9 17.4 

Private 16.2 14.9 15.5 14.7 14.5 15.1 15.3 16.2 

Government 5.2 4.9 -1.1 0.3 2.0 1.8 1.6 1.2 

 

FISCAL SECTOR GEL Million 

Revenues and Grants 11,822 12,907 12,407 14,595 16,009 16,990 18,052 19,014 

Tax Revenues 10,506 11,418 10,964 13,032 14,575 15,517 16,565 17,522 

Direct Taxes 4,540 4,593 4,433 5,170 5,934 6,292 6,786 7,225 

Indirect Taxes 5,966 6,825 6,531 7,862 8,642 9,226 9,779 10,297 

Expenditures and Acquisition of 
Nonfinancial Assets 

12,351 14,464 17,189 18,980 19,765 19,676 20,733 21,853 

        Recurrent expenditures 9,493 10,519 12,960 14,419 14,716 15,765 16,884 18,069 
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        Acquisition of Nonfinancial Assets 2,858 3,945 4,229 4,561 5,049 3,911 3,849 3,784 
          

Operating Balance 2,329 2389 -553 176 1,293 1,225 1,168 945 

Overall Balance -323 -1,350 -4,574 -3,905 -3,306 -2,436 -2,431 -2,589 
 

  

State Debt 17,349 19,916 29,654 31,223 33,880 35,680 37,618 39,562 

External 14,098 15,750 23,467 25,380 26,780 27,235 27,727 28,226 

Domestic 3,251 4,166 6,186 5,843 7,100 8,445 9,890 11,335 

Fiscal Balance -1,016 -1,019 -4,596 -3,850 -3,381 -2,556 -2,551 -2,709 

Unified Budget Balance -305 -1,297 -4,451 -3,864 -3,280 -2,420 -2,428 -2,621 

 % of GDP 

Revenues and Grants 26.5% 26.2% 25.1% 24.7% 25.0% 25.0% 25.1% 25.0% 

Tax Revenues 23.6% 23.2% 22.2% 22.1% 22.8% 22.8% 23.0% 23.1% 

Direct Taxes 10.2% 9.3% 9.0% 8.8% 9.3% 9.2% 9.4% 9.5% 

Indirect Taxes 13.4% 13.9% 13.2% 13.3% 13.5% 13.6% 13.6% 13.6% 

Expenditures and Acquisition of 
Nonfinancial Assets 

27.7% 29.4% 34.8% 32.1% 30.9% 28.9% 28.8% 28.8% 

        Recurrent expenditures 21.3% 21.4% 26.2% 24.4% 23.0% 23.2% 23.5% 23.8% 

        Acquisition of Nonfinancial Assets 6.4% 8.0% 8.6% 7.7% 7.9% 5.7% 5.3% 5.0% 

          

Operating Balance 5.2% 4.9% -1.1% 0.3% 2.0% 1.8% 1.6% 1.2% 

Overall Balance -0.7% -2.7% -9.3% -6.6% -5.2% -3.6% -3.4% -3.4% 

              

State Debt 38.9% 40.4% 60.0% 52.9% 52.9% 52.4% 52.3% 52.1% 

External 31.6% 32.0% 47.5% 43.0% 41.8% 40.0% 38.5% 37.2% 

Domestic 7.3% 8.5% 12.5% 9.9% 11.1% 12.4% 13.7% 14.9% 

Fiscal Balance -2.3% -2.1% -9.3% -6.5% -5.3% -3.8% -3.5% -3.6% 

Unified Budget Balance -0.7% -2.6% -9.0% -6.5% -5.1% -3.6% -3.4% -3.4% 

 

MONETARY SECTOR % of GDP, unless noted otherwise 

Net Foreign Assets -0.4% -0.7% 1.9% 2.1% 3.1% 3.4% 3.6% 3.7% 

Net Domestic Assets 46.9% 50.2% 59.6% 56.5% 58.4% 61.8% 65.6% 69.9% 

Broad Money M3 46.5% 49.5% 61.5% 58.5% 61.4% 65.2% 69.2% 73.5% 

Broad Money M2 21.7% 23.3% 27.6% 27.2% 30.1% 32.6% 34.5% 36.4% 
 

EXTERNAL SECTOR % of GDP, unless noted otherwise 

Current Account Balance -6.8% -5.5% -12.4% -9.7% -9.0% -7.3% -6.8% -6.2% 

Trade Balance -10.6% -8.9% -19.1% -16.2% -14.8% -11.7% -9.9% -9.4% 
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Official International Reserves (USD 
Million) 

3,290 3,506 3,911 4,109 4,351 4,598 4,786 5,022 

Months of Import 3.7 3.8 5.2 4.6 4.4 4.3 4.3 4.2 

Net Private Capital and Financial Flows 
(USD Million) 

394 450 889 426 739 822 920 974 
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Annex 4: Change in Forecasts of Key Macroeconomic Indicators, 2021-2022 (Baseline Scenario) 

 

 

 

 

 

 

 

 

 2021 2022 

 November  2021 October  2021 November  2021 October  2021 

 Government PBO Government PBO Government PBO Government PBO 

Real GDP (% Growth)  10.0% 9.8% 9.5% 9.8% 6.0% 5.6% 6.0% 5.6% 

Consumer Price Inflation  8.9% 9.7% 8.9% 9.4% 4.5% 5.4% 4.5% 4.7% 

GDP Deflator 8.0% 10.2% 8.0% 9.9% 4.5% 6.2% 4.5% 6.1% 

Nominal GDP (GEL Million) 58,695 59,826 58,428 59,672 65,016 67,017 64,721 66,753 

Tax Revenues (GEL Million) 12,922 13,289 12,922 13,261 15,411 15,254 15,193 15,204 

Direct Taxes (GEL Million) 5,390 5,209 5,392 5,199 6,671 6,174 6,575 6,155 

Indirect Taxes (GEL Million) 7,532 8,080 7,530 8,062 8,740 9,080 8,618 9,049 

Consolidated Budget Overall Balance (GEL 
Million) 

-3,980 -3,707 -3,980 -3,735 -2,777 -2,947 -2,777 -2,704 

Current Account Balance (% of GDP) -9.0% -9.7% -9.0% -9.8% -8.1% -8.2% -8.3% -8.4% 

Trade Balance (% of GDP) -15.7% -16.1% -15.8% -16.3% -12.9% -13.7% -13.0% -13.8% 

Exports (% change YoY, USD) 29.4% 30.7% 29.9% 31.0% 19.6% 24.4% 19.6% 23.5% 

Imports (% change YoY, USD) 17.6% 19.6% 18.3% 20.2% 12.5% 17.2% 12.6% 16.2% 

International Reserves (USD Million) 4,614 4,150 4,614 4,168 5,168 4,569 5,168 4,552 

Money Aggregate M3 (GEL Million) 35,960 34,937 35,395 34,937 42,121 40,258 41,458 40,258 

Money Aggregate M2 (GEL Million) 16,444 16,217 16,268 16,217 19,390 19,945 19,182 19,945 
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Annex 5: Change in Forecasts of Key Macroeconomic Indicators, 2023-2024 (Baseline Scenario) 

 

 

 

 

 

 

 

 

 

 2023 2024 

 November 2021 October  2021 November 2021 October  2021 

 Government PBO Government PBO Government PBO Government PBO 

Real GDP (% Growth)  5.5% 5.3% 5.5% 5.3% 5.2% 5.1% 5.2% 5.1% 

Consumer Price Inflation  3.0% 3.1% 3.0% 2.9% 3.0% 2.9% 3.0% 3.1% 

GDP Deflator 3.0% 4.5% 3.0% 4.4% 3.0% 4.3% 3.0% 4.2% 

Nominal GDP (GEL Million) 70,650 73,742 70,329 73,412 76,553 80,815 76,205 80,376 

Tax Revenues (GEL Million) 16,738 16,604 16,499 16,535 18,162 18,077 17,882 18,017 

Direct Taxes (GEL Million) 7,272 6,602 7,166 6,577 7,914 7,345 7,788 7,322 

Indirect Taxes (GEL Million) 9,466 10,002 9,333 9,958 10,248 10,732 10,094 10,695 

Consolidated Budget Overall Balance (GEL 
Million) 

-1,959 -2,110 -1,943 -1,884 -1,929 -2,097 -1,914 -1,822 

Current Account Balance (% of GDP) -6.9% -6.7% -7.1% -7.0% -6.5% -6.4% -6.7% -6.5% 

Trade Balance (% of GDP) -9.5% -10.5% -9.6% -10.9% -8.5% -9.5% -8.7% -9.7% 

Exports (% change YoY, USD) 18.2% 17.5% 18.1% 16.5% 11.2% 16.0% 11.2% 15.8% 

Imports (% change YoY, USD) 9.6% 10.5% 9.6% 9.9% 8.9% 12.9% 8.9% 12.3% 

International Reserves (USD Million) 5,685 4,815 5,685 4,775 6,197 5,174 6,197 5,106 

Money Aggregate M3 (GEL Million) 49,035 46,943 48,264 46,943 56,669 54,476 55,778 54,476 

Money Aggregate M2 (GEL Million) 22,734 23,721 22,490 23,721 26,476 27,465 26,191 27,465 
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Annex 6: Change in Forecasts of Key Macroeconomic Indicators, 2025 (Baseline Scenario) 

 

 

 

 

 

 

 

 

 

 2025 

 November 2021 October  2021 

 Government PBO Government PBO 

Real GDP (% Growth)  5.2% 5.2% 5.2% 5.2% 

Consumer Price Inflation  3.0% 3.0% 3.0% 3.1% 

GDP Deflator 3.0% 4.0% 3.0% 4.0% 

Nominal GDP (GEL Million) 82,950 88,437 82,573 87,920 

Tax Revenues (GEL Million) 19,666 19,723 19,446 19,687 

Direct Taxes (GEL Million) 8,588 8,243 8,486 8,231 

Indirect Taxes (GEL Million) 11,078 11,480 10,960 11,456 

Consolidated Budget Overall Balance (GEL Million) -1,929 -1,980 -1,914 -1,731 

Current Account Balance (% of GDP) -5.4% -6.0% -5.6% -6.1% 

Trade Balance (% of GDP) -6.9% -9.1% -7.2% -9.2% 

Exports (% change YoY, USD) 11.5% 16.5% 11.4% 17.9% 

Imports (% change YoY, USD) 8.2% 14.5% 8.2% 15.7% 

International Reserves (USD Million) 6,692 5,627 6,692 5,610 

Money Aggregate M3 (GEL Million) 65,492 63,253 64,462 63,253 

Money Aggregate M2 (GEL Million) 30,833 31,693 30,502 31,693 
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Annex 7: Comparison of Positive Scenarios22, 2021-2025  

 

 

 

 

 

 

 

 
22 The data in the table is a comparison of the positive scenarios forecasts made by the Parliamentary Budget Office and the Government in November 2021. 

   2021 2022 2023 2024 2025 

 Government PBO Government PBO Government PBO Government PBO Government PBO 

Real GDP (% Growth)  10.8% 10.5% 6.3% 7.7% 5.9% 7.6% 5.4% 7.4% 5.2% 7.7% 

Consumer Price Inflation  9.4% 10.0% 4.9% 6.3% 3.3% 4.9% 3.2% 5.0% 3.1% 5.1% 

GDP Deflator 8.5% 10.6% 4.9% 7.9% 3.3% 5.5% 3.2% 5.7% 3.1% 5.5% 

Nominal GDP (GEL Million) 59,395 60,492 66,231 70,271 72,453 79,763 78,809 90,627 85,477 102,988 

Tax Revenues (GEL Million) 13,006 13,317 15,613 15,438 17,067 17,030 18,593 18,829 20,149 20,873 

Direct Taxes (GEL Million) 5,423 5,218 6,765 6,247 7,428 6,766 8,121 7,640 8,826 8,708 

Indirect Taxes (GEL Million) 7,583 8,099 8,848 9,191 9,639 10,264 10,472 11,189 11,323 12,165 

Consolidated Budget Overall Balance 
(GEL Million) 

-3,896 -3,679 -2,575 -2,763 -1,630 -1,684 -1,498 -1,345 -1,446 -830 

Current Account Balance (% of GDP) -8.2% -9.6% -7.7% -7.9% -6.8% -5.9% -6.3% -5.8% -5.3% -5.3% 

Trade Balance (% of GDP) -15.2% -15.9% -12.7% -12.9% -9.7% -9.4% -8.7% -8.9% -7.4% -8.1% 

Exports (% change YoY, USD) 35.5% 32.9% 18.1% 33.7% 18.2% 29.0% 11.9% 24.7% 11.1% 25.1% 

Imports (% change YoY, USD) 21.3% 21.2% 12.1% 23.6% 10.6% 19.7% 9.5% 22.1% 8.3% 22.0% 

International Reserves (USD Million) 4,614 4,202 5,168 4,747 5,685 5,143 6,197 5,622 6,692 6,061 

Money Aggregate M3 (GEL Million) 36,818 35,416 43,618 41,626 51,434 50,044 59,858 60,199 69,250 72,528 

Money Aggregate M2 (GEL Million) 16,807 16,440 20,027 20,809 23,761 25,526 27,851 30,653 32,466 36,727 



36 
 

 

Annex 8: Comparison of Negative Scenarios23, 2021-2025 

 

 

 
23 The data in the table is a comparison of the negative scenarios forecasts made by the Parliamentary Budget Office and the Government in November 2021.  
 

   2021 2022 2023 2024 2025 

 Government PBO Government PBO Government PBO Government PBO Government PBO 

Real GDP (% Growth)  9.5% 9.0% 4.1% 3.3% 3.8% 3.0% 3.9% 2.7% 4.0% 2.7% 

Consumer Price Inflation  8.8% 9.4% 3.8% 4.0% 2.0% 2.2% 2.2% 2.2% 2.5% 2.2% 

GDP Deflator 7.9% 9.5% 3.8% 5.0% 2.0% 3.2% 2.2% 3.0% 2.5% 2.7% 

Nominal GDP (GEL Million) 58,374 59,064 63,076 63,996 66,783 68,053 70,914 71,980 75,594 75,978 

Tax Revenues (GEL Million) 12,863 13,032 15,091 14,575 15,980 15,517 16,987 16,565 18,076 17,522 

Direct Taxes (GEL Million) 5,366 5,170 6,578 5,934 6,966 6,292 7,401 6,786 7,875 7,225 

Indirect Taxes (GEL Million) 7,497 7,862 8,513 8,642 9,014 9,226 9,586 9,779 10,201 10,297 

Consolidated Budget Overall Balance 
(GEL Million) 

-3,980 -3,905 -2,777 -3,306 -1,956 -2,436 -1,926 -2,431 -1,927 -2,589 

Current Account Balance (% of GDP) -9.4% -9.7% -9.0% -9.0% -7.5% -7.3% -7.0% -6.8% -5.8% -6.2% 

Trade Balance (% of GDP) -16.2% -16.2% -13.5% -14.8% -9.5% -11.7% -8.2% -9.9% -6.4% -9.4% 

Exports (% change YoY, USD) 28.6% 29.1% 12.9% 16.9% 15.3% 13.3% 8.6% 9.1% 9.5% 7.3% 

Imports (% change YoY, USD) 18.1% 18.5% 7.0% 12.7% 5.6% 6.7% 5.8% 5.1% 5.6% 5.9% 

International Reserves (USD Million) 4,575 4,109 4,969 4,351 5,247 4,598 5,551 4,786 5,862 5,022 

Money Aggregate M3 (GEL Million) 35,508 34,580 39,419 39,306 43,557 44,367 48,351 49,798 53,975 55,867 

Money Aggregate M2 (GEL Million) 16,253 16,052 18,237 19,294 20,374 22,205 22,859 24,850 25,782 27,688 


