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Bank of Georgia Holdings

2011 results support our positive view

Bank of Georgia, the sole subsidiary of Bank of Georgia Holdings, released
its 4Q11 and 2011 results, which were slightly better than consensus. The
lender fully took advantage of the favorable macro environment in
Georgia last year, boosting assets, core earnings and improving loan
quality. With the Georgian economy maintaining momentum, the bank is
well positioned to keep up the pace: we see assets growing 18% yoy in
2012 and net income increasing 20% yoy to USD 97 min. Our DCF-based
target price of USD 23.7/share implies 40% upside. We reiterate our BUY
recommendation on Bank of Georgia Holdings shares.

Core earnings, net income surge

Bank of Georgia posted net income from continuing operations of USD 22
min in 4Q11 and USD 90 mIn in 2011. Accounting for the net loss from
discontinued operations (mainly from the disposal of BG Bank in Ukraine),
net income amounted to USD 81 min (up 74% yoy) for a ROE of 18%. Growth
in the bank’s core earnings was strong, with net interest income adding 22%
yoy and net fees and commission improving 26% yoy. Cost control remained
tight, which pushed the bank’s cost/income ratio down 8 pp yoy to 49%.

Asset growth robust

The bank achieved a strong asset growth rate of 24% yoy, though net loan
growth was weaker at 17% in 2011. While loan portfolio expansion
decelerated to 2% qoq in 4Q11, we think the growth will be reinforced
already in 1Q12, supported by favorable macro conditions in Georgia.
Deposits surged 35% yoy in 2011, which helped the bank decrease reliance
on more expensive wholesale funding and lower its net loan-to-deposit ratio
10 pp yoy to 100%.

No compromise on loan quality

NPLs stayed low at just 3.6% of gross loans as of end-2011 and NPL coverage
ratio amounted to 119%. Given improvement in loan quality, the bank cut
its cost of risk to 0.9% in 2011 (vs. 2.1% in 2010). We project the lender’s
cost of risk will decrease marginally to a sustainable 0.8% in 2012.

Sticking with progressive dividend policy

Given its solid performance the board plans to recommend dividends of USD
0.42/share (vs. USD 0.17 a year earlier) for a dividend payout ratio of 14%
and dividend yield of 2.5% on yesterday’s closing price. Excessively
capitalized (NBG Tier 1 ratio was 15% as of end-February, above the
minimum of 8%), the bank should stick to its progressive dividend policy and
we think the payout ratio might increase to 40% by 2015.

Bank of Georgia 4Q11 and 2011 financials, USD min

4Q11 qoq yoy 2011 yoy
Net interest income 36 -6% 13% 143 22%
Net fees and commission 13 14% 24% 45 26%
Operating expenses 34 6% 35% 130 16%
Net income (contin. oper.) 22 -1% 56% 90 94%
Assets 2,794 6% 24% 2,794 24%
Net loans 1,567 2% 17% 1,567 17%
Deposits 1,529 9% 35% 1,529 35%

Source: Company data, Concorde Capital
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Note: BGEZ Ll is the ticker for Bank of Georgia
DRs, BGEO LN is the ticker for Bank of Georgia
Holdings ordinary shares.

Source: Bloomberg
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Peer comparison

After a strong rally the last couple of weeks (following its shift to a premium
listing on the LSE), Bank of Georgia is trading at a 4% discount to peers based on
P/B 2012. We think this is unjustified given the bank’s superior 2012E ROE of

17% and strong growth prospects that many banks in the region just lack.

ROE vs. P/B, 2012E
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Peer comparison summary*
P/B P/E ROE
2011E 2012E 2011E 2012E 2011E 2012E

Bank of Georgia Holdings Georgia BGEO LN 1.2 1.0 7.5 6.7 18.3% 17.2%
Premium/(discount) to peer mean 10% -4% -21% -11% 4.9pp 3.3pp
PKO BP Poland PKO PW 1.7 1.6 10.9 9.9 16.6% 16.3%
Bank Pekao Poland PEO PW 1.8 1.7 13.6 12.6 13.3% 13.7%
BRE Poland BRE PW 1.4 13 13.1 11.9 11.4% 11.9%
BZ WBK Poland BPH PW 0.7 0.6 14.1 10.6 4.5% 5.4%
OTP Bank Hungary OTP HB 0.7 0.7 8.0 5.8 10.4% 12.1%
BRD-Groupe Soc Ge Romania BRD RO 1.1 1.0 16.6 7.7 14.9% 14.8%
Komercni Bank Czech Rep. KOMB CP 1.7 1.6 10.9 10.2 16.1% 16.5%
Raiffeisen Bank International Austria RBI AV 0.6 0.6 7.4 5.5 8.6% 10.6%
Vozrozhdenie Bank Russia VZRZ RM 0.8 0.7 9.4 6.1 9.0% 12.4%
VTB Russia VTBR LI 1.2 1.1 7.9 7.3 16.0% 15.9%
Sberbank Russia SBER RU 1.7 1.5 6.9 6.9 27.3% 21.9%
Kazkommercbank Kazakhstan KKB LI 0.5 0.5 9.3 6.2 5.4% 7.4%
Halyk Savings Bank Kazakhstan HSBK LI 1.0 0.9 7.5 5.4 12.9% 15.1%
Akbank TAS Turkey AKBNK TI 1.5 13 115 10.0 13.7% 14.3%
Turkiye Garanti Turkey GARANTI 1.4 13 9.4 8.3 16.3% 16.8%
Turkiye Is Bankasi Turkey ISCTRTI 1.0 0.9 8.2 7.2 12.6% 13.1%
Tapi Kredi Turkey YKBNK TI 1.1 1.0 8.1 6.9 15.2% 15.7%
Halk Bankasi Turkey HALKB TI 1.5 1.3 7.5 6.8 21.8% 20.6%
Ukrsotsbank Ukraine USCB UK 0.3 0.3 4.8 2.8 7.3% 11.0%
Raiffeisen Bank Aval Ukraine BAVL UK 0.4 0.4 33 3.6 15.4% 12.0%
Mean 1.1 1.0 9.4 7.6 13.4% 13.9%

“Data as of March 20, 2012
Source: Bloomberg, Concorde Capital
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Analyst certification

I, Olena Zuikova, hereby certify that the views expressed in this research report
accurately reflect my personal views about the subject securities and issuers. |
also certify that no part of my compensation was, is, or will be, directly or
indirectly, related to the specific recommendations or views expressed in this
research report.

Company: Rating history

Date 12M target price, USD Market price, USD Rating Action
28-Feb-2012 23.7 14.2 BUY Initiating
21-Mar-2012 23.7 16.9 BUY Maintain

Source: Concorde Capital

Investment ratings

The time horizon for target prices in Concorde Capital's research is 12 months unless otherwise
stated. Concorde Capital employs three basic investment ratings: Buy, Hold and Sell. Typically, Buy
recommendation is associated with an upside of 20% or more from the current market price; Sell is
prompted by downside from the current market price (upside <0%); Hold recommendation is
generally for limited upside within 20%. Though investment ratings are generally induced by the
magnitude of upside, they are not derived on this basis alone. In certain cases, an analyst may have
reasons to establish a recommendation where the associated range given above does not
correspond. Temporary discrepancies between an investment rating and its upside at a specific
point in time due to price movement and/or volatility will be permitted; Concorde Capital may
revise an investment rating at its discretion. A recommendation and/or target price might be placed
Under Review when impelled by corporate events, changes in finances or operations. Investors
should base decisions to Buy, Hold or Sell a stock on the complete information regarding the
analyst's views in the research report and on their individual investment objectives and
circumstances.

Page 3



/“ CONCORDE

CAPITAL

Bank of Georgia Holdings Desk Note March 21, 2012

Contacts

CONCORDE CAPITAL

2 Mechnikova Street, 16th Floor
Parus Business Centre

Kyiv 01601, Ukraine

Tel.: +380 44 391 5577

Fax: +380 44 391 5571
www.concorde.ua

Bloomberg: TYPE CONR <GO>

CEO
Igor Mazepa

SALES

Head of Sales & Trading
Luba Yurchyk

International Sales & Trading
Katerina Shevchenko

Marina Martirosyan
Rostyslav Shmanenko

DISCLAIMER

im@concorde.com.ua

ly@concorde.com.ua

ksh@concorde.com.ua
mm@concorde.com.ua
rs@concorde.com.ua

RESEARCH

Head of Research
Alexander Paraschiy

Agriculture, Consumer
Yegor Samusenko

Economics
Svetlana Rekrut

Machinery
Roman Dmytrenko

Utilities, Telecommunications
Alexander Paraschiy

Fixed income, Energy
Vitaliy Vavryshchuk

Metals & Mining
Roman Topolyuk

Financials
Olena Zuikova

Corporate governance, Politics
Brad Wells

Editor
Brad Wells

ap@concorde.com.ua

syg@concorde.com.ua

sr@concorde.com.ua

rd@concorde.com.ua

ap@concorde.com.ua

vwv@concorde.com.ua

rt@concorde.com.ua

olz@concorde.com.ua

bw@concorde.com.ua

bw@concorde.com.ua

THIS REPORT HAS BEEN PREPARED BY CONCORDE CAPITAL INVESTMENT BANK INDEPENDENTLY OF THE RESPECTIVE COMPANIES MENTIONED HEREIN FOR INFORMATIONAL PURPOSES ONLY. CONCORDE CAPITAL DOES AND SEEKS TO DO
BUSINESS WITH COMPANIES COVERED IN ITS RESEARCH REPORTS. AS A RESULT, INVESTORS SHOULD BE AWARE THAT CONCORDE CAPITAL MIGHT HAVE A CONFLICT OF INTEREST THAT COULD AFFECT THE OBJECTIVITY OF THIS REPORT.

THE INFORMATION GIVEN AND OPINIONS EXPRESSED IN THIS DOCUMENT ARE SOLELY THOSE OF CONCORDE CAPITAL AS PART OF ITS INTERNAL RESEARCH COVERAGE. THIS DOCUMENT DOES NOT CONSTITUTE OR CONTAIN AN OFFER OF
OR AN INVITATION TO SUBSCRIBE FOR OR ACQUIRE ANY SECURITIES. THIS DOCUMENT IS CONFIDENTIAL TO CLIENTS OF CONCORDE CAPITAL AND IS NOT TO BE REPRODUCED OR DISTRIBUTED OR GIVEN TO ANY OTHER PERSON.

CONCORDE CAPITAL, ITS DIRECTORS AND EMPLOYEES OR CLIENTS MIGHT HAVE OR HAVE HAD INTERESTS OR LONG/SHORT POSITIONS IN THE SECURITIES REFERRED TO HEREIN, AND MIGHT AT ANY TIME MAKE PURCHASES AND/OR
SALES IN THEM AS A PRINCIPAL OR AN AGENT. CONCORDE CAPITAL MIGHT ACT OR HAS ACTED AS A MARKET-MAKER IN THE SECURITIES DISCUSSED IN THIS REPORT. THE RESEARCH ANALYSTS AND/OR CORPORATE BANKING ASSOCIATES
PRINCIPALLY RESPONSIBLE FOR THE PREPARATION OF THIS REPORT RECEIVE COMPENSATION BASED UPON VARIOUS FACTORS, INCLUDING QUALITY OF RESEARCH, INVESTOR/CLIENT FEEDBACK, STOCK PICKING, COMPETITIVE FACTORS,

FIRM REVENUES AND INVESTMENT BANKING REVENUES.

PRICES OF LISTED SECURITIES REFERRED TO IN THIS REPORT ARE DENOTED IN THE CURRENCY OF THE RESPECTIVE EXCHANGES. INVESTORS IN FINANCIAL INSTRUMENTS SUCH AS DEPOSITORY RECEIPTS, THE VALUES OR PRICES OF WHICH
ARE INFLUENCED BY CURRENCY VOLATILITY, EFFECTIVELY ASSUME CURRENCY RISK.

DUE TO THE TIMELY NATURE OF THIS REPORT, THE INFORMATION CONTAINED MIGHT NOT HAVE BEEN VERIFIED AND IS BASED ON THE OPINION OF THE ANALYST. WE DO NOT PURPORT THIS DOCUMENT TO BE ENTIRELY ACCURATE AND
DO NOT GUARANTEE IT TO BE A COMPLETE STATEMENT OR SUMMARY OF AVAILABLE DATA. ANY OPINIONS EXPRESSED HEREIN ARE STATEMENTS OF OUR JUDGMENTS AS OF THE DATE OF PUBLICATION AND ARE SUBJECT TO CHANGE
WITHOUT NOTICE. REPRODUCTION OF THIS DOCUMENT IN WHOLE OR IN PART WITHOUT PRIOR PERMISSION IS PROHIBITED.

NEITHER THIS DOCUMENT NOR ANY COPY HEREOF MAY BE TAKEN OR TRANSMITTED INTO THE UNITED STATES OR DISTRIBUTED IN THE UNITED STATES OR TO ANY U.S. PERSON (WITHIN THE MEANING OF REGULATION S UNDER THE U.S.
SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”)), OTHER THAN TO A LIMITED NUMBER OF “QUALIFIED INSTITUTIONAL BUYERS” (AS DEFINED IN RULE 144A UNDER THE SECURITIES ACT) SELECTED BY CONCORDE CAPITAL.

THIS DOCUMENT MAY ONLY BE DELIVERED WITHIN THE UNITED KINGDOM TO PERSONS WHO ARE AUTHORIZED OR EXEMPT WITHIN THE MEANING OF THE FINANCIAL SERVICES AND MARKETS ACT 2000 (“FSMA”) OR TO PERSONS WHO
ARE OTHERWISE ENTITLED TO RECEIVE THIS DOCUMENT UNDER THE FINANCIAL SERVICES AND MARKETS ACT 2000 (FINANCIAL PROMOTION) ORDER 2005, OR ANY OTHER ORDER MADE UNDER THE FSMA.
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