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1. Investment Principles 

This Investment Plan is based on the Investment Policy of the Deposit Insurance Agency (hereinafter the 

Agency). Investment shall be carried out in accordance with the following principles: Safety, Liquidity, 

Diversification and Profitability. 

The Investment Policy and Investment Plan of the Agency is based on general principles of general 

investment policy defined by the Law of Georgia on “Deposit Insurance System”, the 2014/49/EU Directive 

(Deposit Guarantee Schemes) and the core principles of International Association of Deposit Insurers 

(IADI). 

It is noteworthy that in terms of GEL 15,000 coverage level, the currency risk of the Agency during the 

reimbursement of the depositors (in case of insurance case) is less significant, since only 15% of reimbursable 

deposits are in foreign currency, whereas the depositors are paid in the national currency. Accordingly, 

foreign currency deposits above the coverage level will not affect liabilities of the Deposit Insurance Fund. 

Therefore, there is no need for balancing the currency risk and it is more appropriate to invest only in GEL-

denominated instruments.  
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2. Basic Data on Treasury Securities Market 

2.1. Treasury Securities Emission 

As of December 03, 2020 the total volume of traded treasury securities made GEL 5,864 mln (Chart 1). 

The term of the emissions by the structure is as follows: 

Chart #1: Volume of Treasury Securities as of December 2020 

 

Source: The National Bank of Georgia 

Treasury securities of different maturities (except for 10-year maturity bonds) are issued monthly on the 

primary market in more or less equal volumes. This promotes development of stable market without sharp 

fluctuations. There is a different case with 10-year maturity securities, which are issued on quarterly basis 

and compared to other securities are more volatile. This may have a significant negative impact on the value 

of the portfolio.  

The volume of monthly and total emissions of Treasury Securities with different maturities during 2020 is 

as follows:  
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Term of Treasury Security Volume of monthly emission in GEL  Total emission 

6 months 20 000 000 – 70 000 0001 - 

1 year 50 000 000 – 80 000 0002 - 

2 year 70 000 000 490 000 000 

5 year 80 000 000 960 000 000 

10 year 25 000 000 – 30 000 0003 150 000 000 
 

The secondary market in Georgia is less developed and the activity is low (Chart # 2).  The holders of the 

Treasury Securities are mainly the commercial banks that hold the securities before the maturity and 

relatively actively use them in repo operations, rather than trading on the secondary market. It is also 

noteworthy that bonds issued by International Financial Institutions are not traded on the secondary 

market.   

Chart #2: Volume of traded Treasury Securities on Primary and Secondary Market, 2017-2020 

 

Source: The National Bank of Georgia 

As of November 2020 the volume of 5 year maturity GEL-denominated coupon bond issued by the 

International Financial Corporation is 100 mln GEL. As for the total volume of GEL-denominated bonds 

issued by the International Financial Institutions (ADB, EBRD, BSTDB, FMO, IFC) on the local market is 

                                                           
1 January – 70 mln GEL; May/June – 50 mln GEL; Feb/Mar/Apr/July – Dec – 20 mln GEL. 
2 May/June – 80 mln GEL; January – April – 50 mln GEL; July-December – 50 mln GEL.  
3 January – 30 mln GEL; April/July/October – 30 mln GEL.  
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approximately 1.2 bln GEL. These securities represent coupon bonds of 3 and 5 years of maturity, where 

the coupon rate is linked to   Certificates of Deposit Rates of the National Bank of Georgia.  The latter are 

issued through public offering and private placement. The holders of the above-mentioned securities are 

commercial banks. Accordingly, this type of securities are out of interest of the Agency, since the 

profitability of Treasury Securities with the same maturity are significantly higher and they are more 

accessible.  

 

2.2 Treasury Securities Rates  

The yields of Treasry Bills and Treasury Bonds over the last three years were as follows (Chart #3):  

Chart #3: Average Yields of Treasury Bills and Treasury Bonds, 2018-2020 

Source: The National Bank of Georgia 

The given chart shows that 10-year maturity Treasury Securities are more profitable compared to others, 

but due to low demand, volume, less liquidity and the best international investment practice, cannot be 

interest of the Agency.   

In January – November 2020, the rates of Treasury Securities were mainly characterized by a downward 

trend, which was mainly driven by softened monetary policy and volatility of the interest rates (Chart #4). 

During the first quarter of 2020, compared to the previous one, the National Bank of Georgia maintained 

the tightened policy stance.  The reason for this was to neutralize the inflationary pressures arising from 

the exchange rate. However, due to the economic situation in the world, as a result of the Covid-19 and 
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expected slowdown of economic growth rate, in the second quarter of 2020  the Monetary Policy 

Committee of the National Bank of Georgia started the gradual exit from the tight monetary policy stance 

(normalization). Particularly, in January – September 2020 the monetary policy rate was decreased three 

times. In April 2020 it declined by 0.5 percentage point up to 8,5%, and the next two reductions were made 

each by 0,25 percentage point (Chart #4). The gradual exit from the tightened monetary policy 

(normalization) of National Bank of Georgia will continue in the future and its pace will depend on inflation 

expectations and the dynamics of economic activity. According to the forecast of the National Bank of 

Georgia, the downward trend of inflation will remain until first half of 2021 and later will get close to the 

target level. It is noteworthy that from April 2020 the annual inflation rate is characterized by downward 

trend, which is mainly due to weakened domestic and external demand.    

Chart #4: Average Yield on State Treasury Securities; Monetary Policy Rate, 2020 

 

Source: The National Bank of Georgia 
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In 2020 the spread (difference) between  the average yield of 2 and 5-year treasury bonds is the following: 

 

 

 

 

 

 

 

It is noteworthy, that with the overnight deposits instrument initiated by the National Bank of Georgia 

since April 2010, commercial banks can place excess liquidity in the national currency  at the end of the 

business day on an overnight deposit opened with the NBG. The next business day, upon the opening of the 

operational day, the National Bank of Georgia transfers the amount of the deposit and accrued interest to 

the correspondent account of the commercial bank. The latter instrument is important tool for stabilizing 

the interest rates on the interbank market. The overnight deposit interest rates are linked to Monetary 

Policy Rate. The decision on interest rate corridor is made by the Monetary Policy Committee of the 

National Bank of Georgia, after each meeting is held. As of October 2020, the interest rate corridor made 

1.5 percentage point, which means that the overnight deposit rate at National Bank of Georgia is 0.75 

percentage point less the policy rate.   

It is essential for the Agency to use the aforementioned instrument, since prior to the scheduled emission, 

significantly large amounts of funds are accumulated for a certain period of time, especially when the bid 

of the Agency is not approved. Accordingly, by allocating the available funds on overnight deposits, the 

interest income for the Agency will increase. It should be noted, that during 2020 due to legislative 

restrictions, the Agency did not have opportunity to use this tool.  Currently, the package of legislative 

amendments has been prepared, and after it is approved, the Agency will be able to use the abovementioned 

facility.   

 

 

 

 

 

Month
5-year maturity 

bonds

2-year maturity 

bonds
Spread

January 9,179 9,318 -0,139

Febduary 9,008 9,044 -0,036

March 9,638 8,839 0,799

April 9,720 10,170 -0,450

May 9,111 8,887 0,224

June 8,668 8,752 -0,084

July 8,556 8,371 0,185

August 8,321 8,308 0,013

September 8,300 8,170 0,130

October 8,288 8,168 0,120
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3. Investment  

3.1 Investment Volume  

In January-December of 2020, GEL 22,687,212 was accumulated by the Commercial Banks in Deposit 

Insurance Fund . As of November 30, 2020 the income from coupon amounted to GEL 3,436,201 and the 

amount of redeemed bond was GEL 6,900 000. In January – December 2020, the Agency invested GEL 

31,327,917 in State Treasury Securities.   

As of December 1, 2020 the size of the portfolio is GEL 55,568,395, average maturity 2,6 years and annual 

average rate of return is 8,008%.     

Based on the forecast of insured deposits in the banking system, during 2021 the monthly regular insurance 

premium (deposits of individuals) will be approximately 29.6 mln GEL. In case the Legal Entities are added 

to the insurance system from January 1, 2021, the fund will receive additionally approximately 2.6 mln 

GEL. Whereas, the income from the existing portfolio will approximately be approximately 4 mln GEL, and 

redeemed bonds in the value of 11.7 mln GEL. The Agency will fully invest all the cash inflow, excluding 

funds needed for administrative costs as envisaged by the Agency’s approved annual budget.   

Income generated from coupon and overnight deposits will be re-invested under the same principles.  

 

 

 

 

Emission Date Nominal Value (GEL) Purchase Value (GEL) M aturity Yield (%) Coupon (%) M aturity Date

28.01.2020 486 000 482 596,22                    5 წელი 9,300 9,125 30.05.2025

04.02.2020 3 280 000 3 327 708,26                2 წელი 9,000 9,375 09.04.2022

02.03.2020 1 550 000 1 589 013,77                2 წელი 8,800 9,375 09.04.2022

25.05.2020 1 500 000 1 544 742,13                5 წელი 9,125 9,125 30.05.2025

25.05.2020 1 500 000 1 552 166,86                5 წელი 9,000 9,125 30.05.2025

02.06.2020 1 650 000 1 703 140,04                2 წელი 8,300 9,375 09.04.2022

07.07.2020 1 510 000 1 573 249,25                2 წელი 8,200 9,375 09.04.2022

28.07.2020 1 500 000 1 552 990,21                5 წელი 8,600 9,125 30.05.2025

28.07.2020 1 500 000 1 558 913,96                5 წელი 8,500 9,125 30.05.2025

04.08.2020 2 000 000 2 002 423,35                2 წელი 8,200 8,250 06.11.2022

04.08.2020 2 000 000 2 004 440,80                2 წელი 8,150 8,250 06.11.2022

04.08.2020 2 000 000 2 006 460,86                2 წელი 8,100 8,250 06.11.2022

01.09.2020 1 180 000 1 190 985,57                2 წელი 8,100 8,250 06.11.2022

01.09.2020 1 180 000 1 193 301,05                2 წელი 8,000 8,250 06.11.2022

06.10.2020 2 320 000 2 359 349,19                2 წელი 8,100 8,250 06.11.2022

03.11.2020 2 620 000 2 680 583,40                2 წელი 8,100 8,250 06.11.2022

01.12.2020 2 980 000 3 005 852,22                2 წელი 8,100 8,250 06.11.2022

Total 31 327 917
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3.2 Investment Structure  

Upon investing, the type and maturity of the securities will be chosen in accordance with the investment 

principles. The funds accumulated by regular insurance premiums, coupons and income generated from 

overnight deposits will be invested in treasury securities accordingly. The funds will be placed as well on 

overnight deposits at National Bank of Georgia.  

In addition to placing funds on overnight deposits, it is essential for the Agency to have opportunity to 

conduct repo operations with commercial banks. In many cases, the emission of the treasury securities are 

scheduled before the regular insurance premiums are paid by the commercial banks. Therefore, the Agency 

is unable to fully invest all the funds on time and receive the guaranteed income. For this reason, the Agency 

should be able use the securities as a short-term loan collateral and conduct repo operation.  As of today, 

the funds that are not invested are held at state treasury account and no interest is accrued. Thus, repo 

operations will make the investment process more flexible and increase the potential profit.  

It is preferential for the Agency to participate on the primary market, since the interest rates on the 

secondary market are less attractive. For maintaining a continuous cycle of receiving and investing funds, 

the Agency will place the funds on overnight deposits at National Bank of Georgia. To maintain a 

continuous cycle of receiving and investing the funds, the Agency daily places free funds on the overnight 

deposits opened with the NBG. 

Based on the analysis of the local security market, we consider 2 and 5 year maturity bonds more appropriate 

for investment, which at the same time is in line with the abovementioned principles. Likewise, once the 

legislative changes will come into force, free funds will be placed on overnight deposit periodically. The 

proportion of investments made in treasury securities will depend on the market situation. In particular, 

the spread between the average yield of 2 and 5-year bonds and as well expected market trends will be 

taken into consideration.  If the difference between the yields of the bonds will be minimal, the short-term 

bonds with higher liquidity will be considered more attractive. It should be also noted, that it is financial 

market analysis for 6 to 12 months can provide highly reliable forecast, therefore investing in the securities 

of the same maturities is not necessary.  
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4. Forecast 

During the year of 2021, the total amount of regular insurance premiums paid by the banks will be 

approximately 29.6 mln GEL. In case the Legal Entities are added to the insurance system from January 1, 

2021, the amount of regular insurance premium will increase by approximately 2.6 mln GEL, which means 

the fund will receive apprximatlet 32.2 mln GEL.  

Treasury Bonds: 

Maturity 

 

Description Yield 

2 years Treasury Bonds of the Ministry 

of Finance of Georgia 

7.0 – 9.0% 

5 years Treasury Bonds of the Ministry 

of Finance Georgia 

7.5 – 9.5% 

 

According to preliminary estimates, the annual return on investment portfolio is expected to be 7.0 -9.0 per 

cent. In 2021, the income generated from the existing portfolio will approximately be approximately 4 mln 

GEL and the value of redeemed bonds - 11.7 mln GEL.  

 

5. Transparency of Investment Policy  

In accordance with the principle of publicity, the information on investment activities will be published 

monthly on the Agency's official website. Additionally, the information on investments and portfolio is 

submitted to the Supervisory Board at the regular quarterly meetings.  


