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To gauge the effects of the
pandemic on Batumi
hospitality sector, our team
conducted a survey of hoteliers
and hotel operators in Batumi.
The survey was conducted in
the first week of May and
included both branded and
non-branded hotels. The
response rate was 37% and
hotels for the survey where
purposively selected.
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BATUMI OVERVIEW

Batumi is one of the most attractive touristic locations
on the Back Sea coast. The city skyrocketed to attention
once it was renovated, which coupled with the rapid
infrastructural growth and addition of a wide variety of
hotel brands turned it into a tourist hotspot. Despite the
hiccups that the tourism and hospitality sectors in

Georgia experienced in 2019, the number of
international visitors to Batumi still managed to peak at
1,819,130 (compared to 1,671,170 in 2018). As for
domestic tourism, the number of Georgian visitors to
Batumi constituted 9.8% (1,401,766) of total domestic
visitor - an 8,8 % increase compared to 2018.
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0000980  do30  Bm3zol Mygombdo gMhor-ghono  gsdmmhgyamo
GaMmobBIMo saomos. Jomadol LHmoxsn Ggd3nm gobznmomydy,
sbagmo  0bxzmsbBmynddnmnmo 3mmyd&adol ddgbgdommods, oy
LoLEGYIMML dMYbIdNL Bomom sMhg3560, YBRMM ©O YBRMM
000%033mb  boos sl ByMabBIdoobom3nl.  Joybgszs
Gumobdol Lgd®mM3o gomizgnmo Lomoymggdals, 2019 Hamb
00009330 PEbmgmo  30B0GMMId0L  MomEIbmdsd  Ndsmagls
ob@mMoym 60dbnmb  domHos. oy3n 2018 fHamlb  dso;dals
93bmamo  30B0&MMgdo0l Momabmds djsoca)bs 1,671,170-L,
2019 faamb gL Mmosbsn 1,819,130-d0g gonboMms. Mg dggbgds
dos GyMoBAL, ©obzxbgdnly o gomomool dobboo, aobnm
§anl Logomozganmlb dmbsbangmdol 9,8% (1,401,766) gLEnOMmS
050073, Mo 2018 Henol 8sH396709mM b Jgsmgdom (1,278,784
docs BnMobdn) 8,8%-056 BMsl 603bs3L.
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IMPACT ON THE HOSPITALITY MARKET

Reservations

COVID-19 affected the hospitality market around the country
and Batumi is no exception. First case of COVID-19 in the Adjara
region was confirmed in Batumi on April 7, 2020. Even though
the Adjara region reported first COVID case later than Thilisi, the
overall epidemic situation in the country significantly affected
the hotel reservations in Batumi.The first wave of booking
cancelations started in the first week of March.

This is the period when we see a sharp increase of COVID cases
in Georgia and the neighboring countries. A second wave
followed in mid-March which was primarily related to the
epidemic situation in the post-Soviet countries.

As of today, 42.9% of the surveyed hotels report cancellations
until July while 28.6% do not expect the guests till the 1% of
August. Hoteliers are not hopeful either — they expect most of
the remaining reservations to also get cancelled in the near
future. Unfortunately, 28.6% of the surveyed lodging facilities
couldn’t maintain any of the reservations.

It should be noted that Batumi hospitality market works in close
cooperation with the travel agencies outside the country and the
largest share of the reservations come from such entities.

Currently, all the lodging facilities in Batumi that are not
repurposed for the quarantine, are shut down. Based on the
latest available information there were 232 hotels and hotel type
accommodations in Batumi, with total number of beds exceeding
13,200. Today, only 18 hotels are participating in quarantine and
therefore keep operating in Batumi, which represents only 8% of
the entire Batumi hospitality market.

Cancelations / 63969000 goggddgogdo
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Covid-19-0b 3560033058 J33yb0L BsoLdBsd0 Gyotdol
Lzghmb Peoglbo Bosbo Bosygbs. asdmbsogmoln o3
090006373500 o 0503l GyMobEnmo  Lyd@mmo
Smdmhbs. sgofal Mygombdo nbxzngnmydol 3oMm3gmo
0900063735 2020 Hamol 7 s3Mogamlb LHmMg dscddn
3LEYMPS. Goybgs3zsw n8ols, Mm3 ndomololgsb
8o6Lb3937000, sFofmal Mgambdn 3nMm3zgamo dgdmb3g3s
S3Mmomob 3990 godm3mnbgos, J33ybol Lagmoim g3nco-
bo@yognsd  360d363emm3boce  08mgdgs B dnb
babGyaMmgonl xo30690%7.
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dmy3s dom@Gol dno MoEb3x000s0 X9306300L doboyMo
391030905, Mo3 330 139300MJds  3mULE-LodFmas
J379y69080 sMLgdm 3300780160 LoGYsEosl.
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Jmmeegds. 88 LobENIMMYOOL  HoMmImBoaxbgmMmms
30Mop©om,  dgbodamgdgamons,  obemm  dmds3sendo
oMmhgbomo  xo386900L oo bBosfomos  aengdocgl.
Lodhybomme, 3obms3Lgdnl Lodysmydgdal 28.6%-8s 39M
dgdamm 39MEgMo0 X038560L dgboMmANbds.
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J30460L  Lobm3MaoL aomgo  oMLgdnm  GnmobGnm
L5530 E@MIVMS0 s Fomn xo386700L NoaLbo Hoamo
LHmMce sLigon LosgabEGMYdNSb Bmeab.

omyobom3ol  00Yddn  EobyMymos  y3gms  ob
LobBndhm, Mmdgmoa ot shab Ashoymo LozoMmsbEnbm
M9108380. d0Omam 0bxyMMISE00), Jomsg d0saddn 2018
fanobomzol m3ghmoMmgdws 232 LobGYIMm o
LobENAMML B30l ©ohabydymyds,  MmMImMyodogs
50030am700L LagMom MomEgbmods smgds@gdomes 13,200-
b. o8 mmobom3nl, Lo3oMmsb@Gnbm Myz08d0 Astmoymos
5 dgLodsdnloe BYbIJEnmboMmydsl oaMdymydl 18
LobEndthm, Mog domonsbo Lyg@mMmol dbmemme 8%-U
Pomdmocogagbl.

GeoStat - 10 March 2020

= Until July = Until August = Doesn't Have Any Reservations
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Forward Pricing Strategy

The survey reviled some interesting points with regard to the
pricing strategy for when the lockdown is lifted and the flights
are resumed. In contrast to Thilisi, where one half of hotel
representatives do not intend to make any changes in the
pricing policy, 86% of the Batumi hoteliers believe that pricies
will be revised and that the average daily rates (ADR) will be
dropped. It is important to note that in contrast to the branded
hotels, the guesthouses average much lower ADRs; therefore,
the change in their price level will not be as drastic as that of the
branded hotels.

LadMAd3nm Laxzsliy 3mmo@ogs

Lo0bBIMILM LyMomo obobgds Lodmaszmm Logsby 3mmoBnlslmsb
0005M30580. 30 damobol LsbEPdMmgdol Fsdmzombymos
Bobg3omBy 83B0 ofm ggadosl Loxksly 3mamo@onisdo 33momydol
993060, 05030b 3obmo3Lgo0l Lednsmgdgdal dgdmbigzsdn 86%-L
900hB0s, MM3 LoBsly 3mmoBG03s SPEOMIOMOE FoELNBIEIdS ©S
moobol  Lsdyomm  MoMldYmMYds  Sn3MIdL.  B8600336gamm3s600
2m0b0dbmbL ol, Mm3 aobLb3s37000m dMIbYmo LsbENIMMIdNLAESH,
Lomyobm  &o3ol  3obmo3zLydal  LodPomydgddn  Lodpsmm  @sbo
3960mMI000  ©I0IMNY; dJJEeb dodmBnboMmy, E3mMOmMgds dom
Lomsly 3momo@nssdo 33M 0Jbg0s 0dybs 8333000, MmamMog
0Mgbonmo LobENAMmMIdol Ladysmm moynm z3sbdo (ADR).

Pricing Strategy / bodm3vz3m™® LOBOLY SMMOH0IO

Post-Crisis Plans

Most of the hotels have already started planing a post-crisis
sales and marketing strategy. 43% of the hotels participating in
the survey are working, or have already developed specific
guidelines. Their plans are mainly aimed at maintaining
competitiveness on the market, retaining existing reservations
and attracting new guests. However, as mentioned before, the
primary tool envisioned by the hoteliers as the path to recovery
is the pricing strategy. In terms of retention of existing
reservations, the hospitality market is also offering special
discounts: change dates for later in the season for the same rate
as initially reserved.

Those 57% of the hoteliers who haven't started planning the
post-crisis strategy yet believe that it is too early to plan any
kind of campaign at this stage, as Batumi’s touristic market is
facing major challenges and it is still unclear what specific steps
will be taken both in Georgia and in its partner countries
populations of which represent the largest share of the tourist
market demand (Russia, Ukraine, Turkey, Israel, Azerbaijan,
Armenia and the Middle East Countries).

Copyright © 2020 Cushman & Wakefield. All rights reserved. Publication Date 05.2020

= Reduction = Unchanged

3mULB-3MmoBobnmo ggadgodo

3mbE-3mabobymo Lo@nssnol Esbadmyzse LobEGYIMmIdol Bohomads
1330 ©o0fym 8oM3339mo LAMoGIgnoby ©o BoMzaGnbayma 33adol
0901053300. 33tmJ3580 dmbsHomyg LobGYImMIdol 43% Bndomodl, o6
1330 090090535 3mbimydymo  LBMoBgans.  dsmo 33308700
doMmomosE 3mbinmgb@nbomnsbmonl dgbsmhpnbgos®y, oMmLgdymo
%2396700l 9760A6705Ls o sbagma LENEMIONL dmBoE30L396 Mol
008smmymo. 03Es, 99 LLELENIMMIdOL PBIEILMOOL gobabsydno -
s MmgmME 71337 036036700 - oo ggadol pdoms3zmglbo bofomo
LHmMg Loxoly 3mmo@olol E3mMomMydss. sMlgdymo xs3869000L
0960MmANb300L BbMozsg Lyd&mMMol HomBmBoagabamgdo go3M3gnm
09003500700 5HgLg096; 3Mmb3maGms®, nbnbo 0bsmAYBIOI6 sdSMON
LybBMBOL BsLgdL domam LybmMBBYS.

08 57%-L, ;mIgbsi XaM 303 oM snfHynsm 3mbB-3mobobymo
LEAMSBI300L  Tg81B390s, Jnohbosm, Mmd o8 gBs3bg dLassLo
300835600l 83730835 BosMg3ns, 306000056, dsMMol GyMobEnmo
byd&dmMMo oo  dsdmH3g30L  Hobodgs s  FoyMi333amons, Mo
3mb3Mma@mo bBodoxgdo 0gdbgds dosadymon Mmgmmy J3gybol
d0gbom, o737 08 3omEbomM J39yb63030, MMAJmgms FmLsbmMaMosE
09000896l om0 Bmmbmsbol LyagdabBol Nngl bofoaml (MYHLgocmo,
13Mo0bs, opMmdgon, obMmomo, sBaMOsoxsbn, LmBbyn s sbamm
smdmboszmgomob J3gyb300).
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HR Strategy HR LSMIBGI30>

LOLEYIMMIdOL 3mmo@nls 3gMLbmbsmMmsb Gndsmomgdsdng
M 356700Lgsb gobLb353307M0Ns. 53 Mmobo3znl mdndssz]
LOLEYIMMYdAL BsHomads (71%-05) dgdenm sbsddMmBamgodols
. Lnmo  dgbomyhnbgds. asdmdwnbomy 0dysb, Mma
most of the h.otels al.lgsated for quarantine are non- 3060630630 Bymzmo  LabEmdmmgdol  783Bgbmds ool
branded lodging facilities and/or guesthouses that o3d©BMMO B030l 3s6Ms3bydal badnsmgds o6 Lamysbm
operate seasonally, their involvement in quarantine B030b  LobEmdmm, MmmBangdog 839smdgb  LybmbyMaco,
has led them to hire new employees. This means that LfmMY BomBs 30M36B0bNL Mx70830 AoMm358 dobs3nMmds
when these hotels end their partnership with the 056583MmAmMgdal ogoMazgds. gl o330l dbMo3 603653l
government, they will terminate current contract with 085, Mm8 MmeEgbsg b LabEYIMmMIdN LebymBfoambomsb
temps leading to further unemployment. 3oMmBbomMmmosl ©3sbMmYMgd36, dmyfiz;m  EMMIdom
©5J0M83709e  056533MAMABMYdMSb  bgamdg3mnamgools
33%932&.

Position of hotels regarding the staff policy also differs
from one another. Part of the currently operating
hotels (71%) could maintain the employees fully. As

HR Strategy / HR bh®ohgaoo

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Could Maintain'Full Staff B Could Maintain half of Staff
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Governmental Support Required Labymdfoazm dbsfmesgdams

Representatives of the surveyed hotels draw attention 3o8m30mbymo LabEMIMmdOl foMBmBsaggbamadn

to the essential importance of tax exemption in the Yohoemadsl  s8sb30am036 3mLE-3MoBolya  39Momedon

post-crisis period. The research revealed that the most 3o@3LobEI00LEI6  gomezabyBmIdel  Lsbogmpbenm

crucial support from the government would be the 860936gmmosty.  33m)3s8  oh3gbs,  MmB  y30maby
960336gmm360 9300535000 LobEndmmgdol

reduction, cancelation and/or suspension of VAT, bogogbmalbgBMmsbmdal  FgbobsmhBadmse b

propertY and income taxes._Support from c_:ommerual 5853300000 @0MgdYMId0L, JnBgdal ©s LedgBmbszmm
bank_s_l_s also _extremely important, wf_uch means 3osboboal  39830Mgds, 3smd890s o6/ 333350)ds
subsidizing loan interest rates over a certain period of 096g0ms. 8603365mm35605 o3 Lodsbim Fgmezsmgdo,
time. Mmog  3nmobLdmdl  Lgbbol 3MmEIbE&oL  LydLoomgdsl

Nl 0 39Momeol 3obdszmmosdo.
On May 7, 2020 the government of Georgia presented 8omnI3I9E0 20 Qe 5

the tourism recovery plan, which exempted enterprises 2020 fanob 7 8s0bL Lagsmonzgmmb osmmosd GoMmowanbs
that operate off of tourism from the property taxes. &aM0Bdob s9mJaxegdel sbGasMoBolymo 83ads. 33a00L
Furthermore, payment of income tax accumulated in BoM3mY0dn  80a3Omded  Gufobdnmo  bahamdmaoo

3900330y BMS JMbxd0l goolobsnlbasb. sbg33 9 M30m,
2020 Homol  dmemmAEg  3oo3sEs  LydlxdmULozmm
goobobscon. ggads  obg3y 0;35mobLHobgdl  Bzny

the first four months of 2020 was postponed for 9
months i.e. till the end of 2020. The recovery plan also

provides subsidies for 80% of 6-month loan interest LobE1BMmmIdbem3al bsdsbm Lybbol 6 m30l 3MmEgbEL
payments for small hotels, as well as an option of loan 80%-0l LydLNEAMIdILS s bybbol MabEMNIBNMaBIENal
restructuring. dgLodamgdmmdsL.

State/Private Sector Support Required /
LObgMBBOBM O 3gMdm LYJHM®OL BbMOEOL AbdGOEOFIMOL LOLYMZIMO BM®IJd0

57%

43%

. ]

m Utilities mTax Relief mDebt Relief ®mN/A

14%

73 construction permits were issued by the

2019 fyanb d500m30l d9Mmonl dngm asnes 73 6705000135

Public Hall of Batumi in 2019, allowing for the J>a0>900 sb5¢00 L>bEPOHML IF9670@MESBI, 73056
addition of 158,154 square meters of lodging d0m036mos90 158,154 33500530 d9BM0 16>
space. It is still unclear what fate awaits to 0m0E35b. X3M-x9MMON0 513313703, 019 3 030 30l

P>angsdn dndnbsmg o5 spgadnamn bsbdndmm9onl

planned hotel developments in the city.
3563001560900 3Mmm99&700.
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Batumi International Airport is one of the most important
sources of international visitors’ inflow to the Adjara region.
According to the surveyed hoteliers, the future operation of
the hotels mainly depends on the restoration of flights. Batumi
International Airport has been becoming more and more active
over the years; the number of served passengers has been
increasing in cue. If in 2018 the airport served 617,373
passengers by direct or chartered flights, this number
increased by 29.3% in 2019 i.e. the airport served 873,616
passengers. As of February 2020, Batumi International Airport
operated 20 direct flights a week to four destinations (Istanbul,
Kiev, Minsk, and Tel Aviv) through seven airlines (Turkish
Airlines, Flex Flights, Yan Air, Belavia, Georgian Airways, Elal,
Skyup).

SYBOMYOIMOs  3m0bodbml, Mm3 dsmydol sghm3mbEo  sFomal
Mya30mbabm3nl Homdmacggbl nbmamo Gmob@gdol dgdmenbydals
Jfho-ghor 9603369mm396 Hyosmb. gedmznobymao LobEyadhgmdal
183&bmo0l  ddoo;, domn m3gMmofgds  PB;e3mabfomo
©53m3070mons  LHmMge  xyMgbadol  osmeggboty.  ds0ndal
sgfhm3mbGo ymzgmhmoymo pxmm s yxhm sgdoymo bogds;
009G MmOl gosy3zsbomo 93Be3Mgdol Momeybmds. oy 30 2018
fomb  sgm3mmBds Myaymomnmo o homGahypma MJobydom
900mm o gssny3sbs 617,373 83bazMmn, gb snxzmo 2019 faamb 29.3%-
00 gonbBoms ©s gobym Hamb dscmBol sghm3mmEo 1337 873,616
03bo3Mmb dmgdLobyMms. 2020 fmmol 0ydgM3mol damdsmgmoom
0000980l sgMm3mmBGa  sbmMmEogmydEs 330Msdn 20 GMmgbsl 4
000smoymgdoo (bEs8dmmo, 30330, JobLlnLs s ogmoz030) 7
53003Mm335600L 3nMmsdnfma Myabgdoom (Turkish Airlines, Flex Flights,
Yan Air, Belavia, Georgian Airways, Elal, Skyup).

Batumi International Airport / $0m3gdolL LOYOHMOTMGOLM® dgOHM3MOH0

\

271 363 405 173

co 7 il

2015 2016

® Number of Passengers Served

o

2017

*bygsmm39ammb bsdmgsansgm 53053000 bss396@m / Georgian Civil Aviation Agency

SUMMARY

2020 definitely will be dramatic for Batumi Hotels and its
tourism and hospitality market in general. Crisis will be hard to
weather for both branded and non-brand facilities. The main
threats are increased unemployment and closure of smaller
and medium-sized hospitality businesses.

Even for the post-pandemic period, the confidence of
international travelers is quite low. Despite the Georgian
government's readiness to open county’s borders on 1st of July
and restore international air traffic, it is still unclear which
airports flight will be operated from, in what direction and how
frequently. Additionally, expected regulations in the aviation
sector may limit the number of passengers travelling in a single
vessel, which will undercut affordability of some airlines and
may reduce demand on traveling to certain destinations.
Whether Batumi will be one such destination remains to be
seen.

2020 Cushman & Wakefield. All rights reserved. Publication Date 05.2020

34,4%
873 616
617 373
2018 2019
® Change
33500300
2020  fogmo  0000n8al  LobGPIMMIdaLs s  GMobEymo

00BMobom3zol bozdome 8dndg sMIMABEJd.. 3M0BabMSb 3od3ma370s
3ondofmegyoso MmmamMi  dMyboym  LobGNdmmgdl,  sbo3]
oModMmyboyam o oMy Go3dol  3obmosLgdol  Ladnomgdgodl.
101333Mmos J89JMgds BnMmaBdol Lyd@mmdn 8mdndszg MmgmM
09303, 51937 EMMIONm EsLLIJTJONM BmbsbgMASLSES.

3mbE-30bg800L 3gMmomedos 30, Loghmsdmmobm Bmgboymgdol
bomdol  3oh33690gm0  Logdome  @odsmns.  Gopbgslse
Lodomom3zgmml Goozmmdol dBomdobs, Mm3 1-gno 03mobosb
30o06LbsL Lagommzgmml Lobm3Mgdn s smEagLl Lagmomsdmmobm
boognoaom  BodmbL3ms,  xJaM  30I3  3oNM3333amos Mo
00dsmoymyodno, ULobdoMoor ©s MM3gmo  s3MM3MMEIO0ESH
3obabmMzngm©ads BMYBI00. 335LmSb, Fobomzsmobfnbgdgmos
obog, Mm3 Losznsgom Lyd@mMado ©sHabgdmo Mogo IgBMNE3300,
Mm3gmog 0035amobHobgol 83bezmgl dmmol obBsbool oE3sL,
©535300M907m0  0d6790s gMo@mmymo  bogmgdn  3gbe3mals
OmaLobyMgdslosb, Mmog o30L dbMoz  godmonf3g3L  BMYbol
Lomrsbymo gobMmob.
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Over the last few years Batumi hospitality market has mostly
targeted international travelers and less so — the domestic
tourists. Our survey shows that the share of Georgians
among the hotel guests doesn’t exceed 9%. Whether this
share will increase is doubtful; despite the border openings,
most of the local population will likely prefer to spend their
summer in Georgia. However, it is also likely that they will
prefer to avoid crowded areas and rather accommodate in
the relatives’ house, small guesthouse or individual
apartments.

The further challenge for Batumi hotels will be a generally
increased competition in the tourist market of the region.
According to the hotel representatives, the crisis affected by
the pandemic led to the temporary or permanent shutdown
of many lodging facilities in the city. Even those hotels that
will survive a pandemic period will probably not be able to
start operating immediately and at full capacity. This will
sharply reduce the number of employees in Batumi service
sector.

Additionally, competition will dramatically increase between
different types of resorts across the country. According to
the government’s tourism recovery plan the county’s
marketing strategy is focused on the promotion of wellness,
eco, agricultural and wine tourism, as well as on boosting
the popularity of the mountain resorts. Seaside resorts are
not mentioned among the so called “Green Zones” — safe
locations for the tourists to travel to. This will further
undercut competitiveness of Batumi on a regional scale.

This year will undoubtedly leave a mark on the Batumi
hospitality sector. However, it is worth noting that while
sharp, this crisis is not envisioned by the economists to be
long-lasting. We expect the number of visitors to Georgia to
go back to its long-term upwards trajectory within a year. As
a seasonal location, Batumi may need more time to recover,
but we expect the city to enjoy renewed interest by summer
2021.

Cushman and Wakefield Georgia will be monitoring the
situation closely and providing updates on the effects of
COVID-19 as well as measures taken to curb its spread
and its subsequent economic and sectoral impact.

Tekla lashagashvili, Head | Development Advisory

omanm Gangool 3ob3s3mmodsdn domydals LubEndmmgdo bym yBmMm
99&o 0y3bgb odm3nEydymbo YEbmam  30B0@MMIOBY  ©S
Bogmydo®  BEommdEbgb  dos  GYMobBJooLl  AmBo3sl.
390m30mb300056 0M33735, MM Boo LGYIMIOL ImMol Jommn3zgamgdols
(Bos GnMobBGgdol) Gomo of smaBaBIomes 9%-b. Labmzmgdol
3obLbol  Boybgoszse, J3gybol gomgor dmagboymmool dndnsb
390mB8nbsmy, J3gybol dmLobgmdol dg@Eabmos s3xMOnbgdL
Bogbymol  Labmbol  Lodommzgmmdo go@oMmgdol. Bonbgwszs
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Veritas Brown Caucasus LLC is a third-party non-owned affiliate of Cushman & Wakefield (C&W), licensed by C&W to use the Cushman & Wakefield brand and trademarks.
Accordingly, this engagement is with Veritas Brown and not with any member of the Cushman & Wakefield group of companies. Whilst Veritas Brown carries out real estate
services in accordance with C&W'’s best practice guidelines, Veritas Brown's work in carrying out this engagement will be undertaken independently of C&W and
accordingly, C&W accepts no responsibility for the services provided by Veritas Brown, which are not underwritten or guaranteed by C&W




