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Summary

& Since the outbreak of the war in Ukraine, the border

crossing statistics have revealed significant differences
in the number of entries and exits by Russians,
Belarusians, and Ukrainians. In August 2022, the
difference between the number of entries and exits was
highest for Russians, similar to the previous months.

& Throughout the past few months, in Adjara in

particular and Georgia in general, significant hotel
price increases have been evident due to a
combination of factors, such as the marked recovery of
international tourism, the rapid inflow of Russians,
Belarusians, and Ukrainians since the beginning of
the Russia-Ukraine war, higher demand for Georgian
tourist destinations among domestic visitors, and a
rise in prices for essential goods for hotel
maintenance.

In the third quarter of every year between 2016 and
2020, the number of international visits to Adjara, on
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average, amounted to 42% of total international
visits to Georgia, while contributing up to 14.9% of all
domestic visits.

In the summer of 2022, a significant increase has been
observed in average hotel prices compared to the pre-
pandemic level in Georgia. Specifically, price increases
have been especially apparent in Adjara. Average
hotel prices there increased by 16% compared to 2019
and by 25% compared to 2021. Meanwhile, in Batumi,
average summer prices compared to the same two
years increased by 17% and 23%, respectively.

In August 2022, in Georgia, the Hotel Price Index (HPI)
increased by 1.4% compared to July 2022. The HPI
increased by 15.8%, compared to August 2021, with the
yearly HPI being highest for guesthouses (36.3%).



INTERNATIONAL TRAVEL

DYNAMICS

& The number of international travelers' increased by 195.5% in & Meanwhile, the number of international visitors? increased by

178.5% (2022/2021) and declined by 31.7% (2022/2019), and the
number of international tourists® increased by 135.8%
(2022/2021) and declined by 22.6% (2022/2019).

August 2022, compared to the same period of 2021, and
declined by 32.9% compared to the same period in 2019.

International travel dynamics in August (2019-2022) & In August 2022, the top countries

1,600 0% of origin of international visits were

1400 so¢ Russia (213 261 visits), Armenia

! 270 (138 471 visits), and Turkey (103
1,200 -10% 548 visits).

1,000 & Among the major tourism markets,

-15% the number of international visits

800 22.6% 90% from Saudi Arabia (94.3%), Belarus

600 O (91.3%), and Kazakhstan (21.1%)

29504 significantly exceeded the pre-

400 pandemic figure (August 2019).

500 32 -31.22 -30% B§§ides, the numbgr of international

visits from Russia (2.6%) has

0 -35% returned to the pre-pandemic

figure.

International Travelers International Visitors International Tourists

W 2019 2020 m2021 m2022 @2022/2019 % change

Source: Georgian National Tourism Administration (GNTA)

1 An international traveler is someone who moves between different
geographic locations for any purpose and any duration. This excludes
foreign citizens who are Georgian residents and includes Georgian
citizens who are foreign residents.

2 An international visitor is a traveler taking a trip to a main destination
outside his/her usual environment, for less than a year, for any purpose
(business, leisure or other personal purpose) other than to be
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employed by a resident entity in the country or place visited. The usual
environment of an individual, a key concept in tourism, is defined as
the geographical area within which an individual conducts his/her
regular life routines. For the purposes of defining “usual environment”
in Georgia, travelers conducting 8 or more trips are excluded from the
data.

3 A visitor (domestic, inbound or outbound) is classified as a tourist (or
overnight visitor) if his/her trip includes an overnight stay.

4 Note, that international visitor statistics are counted as the number of
international visitors leaving the country, thus the data does not
represent the number of total visitor inflow in the corresponding
month.




ENTRIES AND EXITS OF RUSSIANS,

BELARUSIANS, AND UKRAINIANS

& Since the outbreak of the war in Ukraine, the border crossing statistics have shown significant differences in the number of entries and
exits by Russians, Belarusians, and Ukrainians.

The number of entries and exits by Russian, Belarusian and

Ukrainians (sum of March-August 2022) # In August 2022, entries from Russia

were approximately 48 thousand
900 higher compared to exits. The

ae e -
5 500 corresponding figure for Ukraine was
3 around 3.6 thousand, while for
F 700 Belarus, this number was equal to 2.9
thousand.
600
& Throughout March-August 2022, the
200 total number of entries by Russians
200 was approximately 228 thousand
higher compared to exits, while for
300 Ukrainians and Belarusians, the
corresponding figures were 37 and 29
200 thousand, respectively>.
100 . .
196.c TR 1252 T m & The monthly differences (i.e. more
0 entries than exits) were especially
Russia Ukraine Belarus high for Russians in this period,
which was followed by Ukraine and
W Entries M Exits Belarus.

Source: Georgian National Tourism Administration (GNTA), Ministry of Internal Affairs

5 Statistical discrepancies could be caused by the fact that the data on the number of exits reflects the exit
of international visitors only (please, refer to footnote 2) and is provided by the National Tourism
Administration (GNTA). While the number of entries is counted for all citizens of given countries and is
provided by the Ministry of Internal Affairs.
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HOTEL PRICE INDEX IN ADJARA

# According to the GNTA, since 2016, Adjara has been among the most-visited regions in Georgia, especially during the summer season, by international as

well as domestic visitors. In the third quarter of every year between 2016 and 20206 the number of international visits to this region, on average, amounted to 42%
of total visits to Georgia, while also contributing up to 14.9% of all domestic visits.
60% YoY monthly HPI index for Adjara, calculated in GEL (2020-2022 &

At the beginning of 2020, due to the outbreak and spread of the
August)

Covid-19 pandemic, hotel prices fell drastically for every type of hotel. In
Adjara, the HPI was negative throughout the whole year. The YoY price
0% drop was more pronounced for 3-, 4-, and 5-star hotels, with the HPI for
this category falling to -43.8% in December 2020.

40%

0% & From March 2021, the YoY monthly HPI experienced a reversal and
-20% became positive, mainly attributed to the low base effect and the
partial alleviation of some pandemic-related restrictions. Notably, the

-40% increase in the HPI in Adjara that month was driven largely by an
increase in the 3-, 4-, and 5-star hotel categories. Meanwhile, the HPI for
-60% . . . .
299999988888 SEEEEEEESSSSSaNYNYN AR guesthouses remained negative until December 2021, which could be
5885553338358 33823535333833838885853¢%8 partially explained by visitors having greater trust in hotels rather than
guesthouses to adhere to health and safety regulations.
40% Monthly HPI index for Adjara, calculated in GEL (2021-2022 August, ; . | 071 i th d of th h . | d
compared to 2019) rom June u'ntl the end of the year, the prices almost recovere
20% to a pre-pandemic level as the HPI, compared to 2019, fluctuated near
zero in Adjara.
0% . . .
& Although prices for hotels started to recover in March 2021, prices for all
-20% hotel categories returned and exceeded their pre-pandemic levels
only by the summer of 2022, with the average seasonal HPI equal to
“40% 10.9%, compared to 2019. The abrupt increase in hotel prices in Adjara
60% could be attributed to the considerably amplified demand for
O N Do D {@ MY 03@ accommodation services, determined by factors such as the full
N NN Q % N . . . .y s . .
AR R R A S SR R SRS L N recovery of international flights and the rapid inflow of international
All 3,4,5 Guesthouses visitors (especially from Russia, Ukraine, and Belarus)’.
Source: Booking.com, PMC RC calculations
6 Georgian National Tourism Administration (GNTA)
7 https://bm.ge/ka/article/quotacharashi-gvaqvs-turizmis-agdgenis-uprecedento-machvenebeli-wels-

savaraudod-rekorduli-weli-ignebaquot/115063/
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AVERAGE HOTEL PRICE DYNAMICS IN

ADJARA

& Observing the average hotel prices reveals similar dynamics to those of the HPI. In particular, the average hotel price dynamics show a degree of
seasonality with higher prices during the summer season, which could be explained by the higher demand for coastal regions during this time.
Price fluctuations have been more apparent for 5-star hotels, while the prices of guesthouses are the most stable of all categories.

& During the summer months, in 2018-2022, the average

hotel prices in Batumi were between 81-100 GEL, while in
600 Adjara prices fluctuated between 68-84 GEL. Notably,
monthly hotel prices were, on average, 18% higher in
Batumi compared to Adjara as a whole, and this difference
400 has been widening annually.

Average monthly hotel prices in Adjara (2018-2022 August), GEL

500

300 & Since March 2022, average monthly hotel prices have
been increasing in Adjara and Batumi and reached

200 their maximum in July 2022 at 268 and 289 GEL,

100 respectively. This can be explained by a combination of
factors such as the lifting of pandemic-related restrictions
0 and the sudden and rapid inflow of Russians, Belarusians,

\%\%\%\%\%\%\q\q\q\q\qe000000\\\\\\,{}@,@\,@,

G @ Y @ @ Y @ Y @ Y @S and Ukrainians, caused by the war in Ukraine.

Average monthly hotel prices in Batumi (2018-2022 August), GEL & In th? summer of 2'022, average hotel prices have shown a
600 considerable YoY increase and not only recovered but

exceeded the pre-pandemic (2019) values significantly.
Average hotel prices in Adjara increased by 16% compared
400 to 2019 and by 25% compared to 2021. Meanwhile, in
Batumi, average hotel prices in the summer increased by
17% and 23%, respectively.

500

300

200 . . . .
8 The increase in hotel prices during recent months has

100 been mainly determined by the alleviation of COVID-19

restrictions, the recovery of international tourism, the

0\% JE S S sudden and rapid inflow of Russians, Belarusians, and

F @ W ¢ @ W ¢ T Y ¢ @ SRS Ukrainians, and the increase in prices for essential
goods for hotel services.

5% Hotels e Al

3* Hotels e 4* Hotels

Guesthauses

Source: Booking.com, PMC RC calculations
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HOTEL PRICE INDEX

IN GEORGIA

& In August 2022, in Georgia, the hotel price index® increased by 1.4% & In August 2022, compared to August 2021, hotel prices in Georgia
compared to July 2022. The 3-star, 4-star, and 5-star hotel price index increased by 15.8%. The prices of 3%, 4%, 5* hotels increased by 11.4%,
increased by 0.9%, while for guesthouses, the price index increased and the prices of guesthouses increased sharply by 36.3%.
by 1.5%.

& The yearly HPI was the highest in Adjara (27.6%) and Racha (19.1%)
& The monthly HPI was the highest in Adjara (6.5%) and Shida Kartli and the lowest in Shida Kartli (-3.9%).
(5.7%) and the lowest in Guria (-4%).

Region | ol | a5t | Guesthouse

2022 Aug/ 2022 Aug/ 2022 Aug/ 2022 Aug/ 2022 Aug/ 2022 Aug/

2022 Jul 2021 Aug 2022 Jul 2021 Aug 2022 Jul 2021 Aug

Kakheti 2.7% 19.0% -0.2% 11.5% 4.0% 22.8%
Imereti -1.5% 15.0% -1.5% 17.1% -1.4% 13.6%
Guria -4.0% 9.0% -8.6% -1.8% 11.4% 34.2%
Kvemo Kartli 0.0% 10.0% 0.0% 10.0% - -
Adjara 6.5% 27.6% 6.1% 19.2% 7.8% 44.1%
Racha 0.0% 19.1% - - 0.0% 19.1%
Shida Kartli 5.7% -3.9% 0.0% -3.8% 8.7% -4.1%
Samegrelo-Zemo Svaneti 2.0% 6.1% 2.0% 1.7% 2.0% 10.2%
Samtskhe-Javakheti -3.9% 18.0% -5.5% 6.6% -3.0% 28.2%
Mtskheta-Mtianeti -0.5% 1.7% 2.6% 0.4% -2.6% 2.6%
Thilisi 0.3% 11.7% 0.2% 10.4% 1.0% 43.7%
Overall Price % Change 1.4% 15.8% 0.9% 11.4% 1.5% 36.3%

8 The calculation of the hotel price index is based on the index (Consumer Price Index Manual-Theory and Practice (2004),

recommendations given by the International Monetary Fund (IMF). Practical Guide to Producing Consumer Price Indices (2009).

The elementary aggregate price index is calculated by Jevons
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THE AVERAGE HOTEL PRICES IN

GEORGIA

& In Georgia, the average cost of a room® in a 3-star hotel was 182 GEL & The average cost of a room in a 5-star hotel in Georgia in August
per night in August 2022, while the average cost of a room in a 4-star 2022 was 510 GEL per night. In Guria, the average price was 727
hotel in Georgia was 284 GEL per night and the average cost of a GEL, followed by Kakheti - 569 GEL, Adjara - 547 GEL, and Thbilisi —
room in aguesthouse'® was 122 GEL per night. 538 GEL.

THE AVERAGE PRICES OF 3%, 4* STAR HOTELS AND GUESTHOUSES BY REGIONS
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9 The results are based on the surveying of standard double hotel
room prices of 3, 4, 5-star hotels and guesthouses in 10 regions of
Georgia. Hotels were chosen arbitrarily according to random
sampling principle. The study contains 71% (312) of all 3, 4 and 5-
star hotels and 25% (456 guesthouses) of all guesthouses

Research

(AUGUST 2022, IN GEL)

¢ 3* W4* A Guesthouse

A A

KVEMO KARTLI ADJARA RACHA SHIDA KARTLI SAMEGRELO-ZEMO SAMTSKHE- MTSKHETA- TBILISI
SVANETI JAVAKHETI MTIANETI
registered on www.booking.com The 3, 4 and 5-star hotel price having a small number of rooms and services are usually offered
data was collected by contacting hotels individually, while the by the resident family.

prices of guesthouses were taken from booking.com. The average
prices are arithmetic mean of standard double hotel room prices.
10 Guesthouse: a type of accommodation that is characterized by




BASIC ECONOMIC INDICATORS
IN GEORGIA

2016 2017 2018 2019 2020 12021 112021 1I1 20211V 2021 2021 12022 Il 2022

GDP in current prices for
XLl I I B BB 1054.1 1437.5 1800.0 2223.0 1204.5 197.8* 452.2* 602.3* 472.0* 1724.4*% 372.8* -

Service Activities (min)

Number of International
Travelers (thousand 6720.0 7902.5 8679.5 9357.9 1747.1 134.7 351.3 815.4 579.8 1881.3 576.5 1049.4

persons)

Number of Tourists
(thousand persons) 3297.3 4069.4 4756.8 5080.5 1087.0 116.6 305.8 670.4 484.7 1577.5 456.0 749.3

Revenue from International . . o . o o
Travel (min USD) 2110.7 2704.3 3222.1 3268.7 541.7 53.6*% 246.1* 566.0% 379.3* 1244.9* 393.7* 748.8*

The Expenditures of
I LG IELREC YA S CICE) 386.3  463.6  524.7 657.2 180.5 19.7¢* 37.1* 62.6* 64.5%* 184.1* 72.2 -
(min USD)

Foreign Direct Investment
LN LG LPLES I ChCE 120.0 1095 2 82.3 123.4 -249.5 -0.9% -1.4*  10.7% 0.7* 7.7*% 12.1% -

Sector (min USD)

* Preliminary data
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DISCLAIMER

The PUBLICATIONS presented on the website are prepared by PMC Research Center only for
informational and/or marketing purposes. Nothing in the PUBLICATIONS constitute, or is meant to
constitute, advice of any kind, and the reader is responsible for their interpretation of all content
and acknowledges that any reliance thereupon shall be entirely at their risk. PMC Research Center
cannot be held liable for any claims arising as a result of the reader’s use of the materials.

The PUBLICATION is presented “as is” without any representations or warranties, expressed or
implied.

Without prejudice to the general message of the first paragraph above, PMC Research Center does
not guarantee that:
. the PUBLICATION will be constantly available; or

the information contained in the PUBLICATION is complete, true, accurate, or non-
misleading.

PMC Research Center reserves the right to modify the contents of PUBLICATIONS from time to time
as it deems appropriate.

PMC Research Center absolves itself of any liability of violations of other parties’ rights, or any
damage incurred as a consequence of using and applying any of the contents of PMC Research
Center’s PUBLICATIONS. PMC Research Center will not be liable to the reader (whether under
contract law, tort law, or otherwise) in relation to the contents of, use of, or other form of
connection with, the PUBLICATION.

The reader accepts that, as a limited liability entity, PMC Research Center has an interest in limiting
the personal liability of its officers and employees. The reader agrees that they will not bring any
claim personally against PMC Research Center’s officers or employees with respect to any losses
suffered by the reader in connection with the PUBLICATION.

The reader agrees that the limitations of guarantees and liabilities set out in the PUBLICATION
disclaimer protect PMC Research Center’s researchers, officers, employees, agents, subsidiaries,
successors, assignees, and sub-contractors as well as PMC Research Center itself.

If any provision of this disclaimer is, or is found to be, unenforceable under applicable law, that will
not affect the enforceability of the other provisions of the PUBLICATION disclaimer.
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