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BATUMI OVERVIEW

The first quarter of 2020 has been defined by COVID-
19. The pandemic has caused a global healthcare and
economic crisis, with the full effects of the latter slowly
becoming apparent. At the time of writing —June 2020
— all major restrictions have been lifted in Georgia and
the population is slowly adjusting to the new normal.
Face masks, social distancing and fever screening
regulations are now common in public spaces. There
have been a number of cases of community spread but
the situation remains under control and while there are
fears that there may be a second wave of the
outbreak, health professionals do not yet recommend
reinstitution of previously utilized restrictions.

Since reopening, all major real estate markets have
slowly started to recover. In this publication, we take a
look at Batumi residential real estate market and the
repercussions that COVID-19 has had on major
developers.

COVID-19 has had a significant impact on Batumi
residential real estate market. First the sharp decline
in the number of incoming tourists (who typically
generate the largest streams of residential sales
revenue) and later, the travel restrictions of April
caused the sectoral growth to come to a standstill. To
gauge perspectives of Batumi developers on the
effects of COVID-19, the present situation and the
planned recovery measures, we conducted a set of
interviews with representatives of the largest
companies on the market.

Participants were sampled purposively and chose to
remain anonymous. To supplement our survey
findings, we also analyzed transactional data for
January-May 2020 and compared annual and
monthly growth trends to those of the years past. In
the following pages, we discuss our finding as we try
to chart the 2020 trajectory of the Batumi residential
market.
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DELAYS IN THE CONSTRUCTION PROCESS

The declaration of the State of Emergency caused the
ongoing construction process to halt from 20 days to as
long as 2 months. At the end of May, not all of them
were as yet back on track but as of the publication date

of this report, developers have been able to resume the
process.

The main issue was transportation of workers to
construction sites. Majority of construction workers in
Batumi live in villages around the town. Hence, the
lockdown prevented transportation of the work force to
the site, effectively undermining the process.

Sales suffered as well. Developers reported between
50% and 100% reduction in sales. Although most of the
companies implemented online and remote sales
strategy, this approach did not appear to be successful.
Majority of buyers are foreign nationals from Israel,
Ukraine, Russia, Belarus, Poland, Lithuania, Great Britain,
Spain, Germany, East Canada, USA, USA, etc. Due to
closed borders, visits to Batumi for apartment inspection
stopped and as it has now become quite obvious, online
platforms are not as useful in selling apartments to locals
or foreigners.
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Sales numbers in Q1 of 2020 exceeded the same number in
Q1 2019 by 11%. However, since March, transactions
volume has dropped. In April, sales of residential real estate
decreased by 94% compared to the same period of the
previous year and in May, slight recovery was seen yet
year-on-year change still came down to -75%.

The summer season has a significant importance for Batumi
developers as the sales hit their maximum over this period.

The sales trough June to
September in 2019 accounted

for 41% of total sales.
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dynamics of both primary and secondary apartments.

Developers' expectations regarding the ongoing summer
season are not optimistic. Most of the companies expect a
significant decrease in sales compared to last year. Despite
the opening of the borders, now rescheduled for August
2020, developers doubt if the flow of tourists will be
significantly restored. According to the representatives of
the surveyed companies, the sales are expected to
decrease by 30%, although according to several
developers the decline may even reach 80% compared to
the previous year.
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PRICING POLICY AND RECOVERY PLAN

Unlike Thilisi resident market, the vast majority of the Batumi
developers are maintaining the pre-pandemic pricing
policies, even in spite of pessimistic sales projections.
However, it should be noted that despite the comments
made to us within the scope of the study, several of the
surveyed developers have actively started conducting various
types of campaigns or promotions and offering buyers
special conditions and discounts on specific apartments.

Pre-pandemic, Batumi's residential market was one of the
fastest growing in the country: thousands of new apartments
were added to the city stock annually. Consequently, the
competition has always been quite high and the companies
have had to allocate a fair share of resources for marketing,
here and abroad. With this in mind, it is interesting to note
that most respondents do not intend to optimize their
marketing direction or develop an anti-crisis/recovery plan..

With regard to the staff policy, despite the difficulties, all the
developers involved in the survey were able to maintain
employees fully. 78% of the surveyed companies paid
salaries in full while the rest were able to pay only partially.

With regard to the staff policy, despite the difficulties, all the
developers involved in the survey were able to maintain
employees fully. 78% of the surveyed companies paid
salaries in full while the rest were able to pay only partially.

HR Strategy / HR Ly®ohggos
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SUPPORT REQURED

In the scope of our study, developers outlined
specific areas in which they need support from both
the state bodies and the financial institutions. VAT,
income and property tax reliefs were identified as
crucial financial measures. In addition, the
developers mentioned the importance of controlling
the outbreak, counteracting devaluation of GEL.

Attention was paid to the necessity of relief from
the financial institutions. Lower interest rates will be
vital for developers to overcome the post-crisis
period.

With regard to mortgages, the changes made will
not significantly affect the sales. As most of the
buyers of residential real estate in Batumi are
foreigners, only small part of international buyers
requires financial support from local institutions.
Batumi developers usually offer an interest-free
installment plan, which is an important incentive for
sale.
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SUMMARY

The Georgian government presented a recovery plan in May
2020 to sustain the real estate development sector. Part of the
plan includes a subsidy of 4% on mortgage interest rates for
buyers. The subsidy is issued for loans up to GEL 200,000 per
individual and applies only on loans issued after June 1 2020 till
January 1 2021 to purchase a newly built apartment. As for the
developers, according to the government's decision, the state
will purchase 1,800 apartments for IDPs, via open bid. The total
volume of the purchases will not exceed GEL 150,000 million,
however, the sales price of such apartments should not exceed
GEL 1,700 per SQM. Since the average price per SQM of
apartments for sale in the Batumi residential market is much
higher than the purchasing power of the state, it is unlikely that
this resolution will influence Batumi developers.

Batumi's residential market is facing the biggest challenge in the
country. The suspended construction process, lack of respective
reliefs from the state or the financial institutions and sharp drop
in tourist flows could be detrimental to the city's development
sector, and it is still unclear whether the developers will be able
to return to their usual sales speed.

Tekla lashagashvili, Head | Development Advisory

+995 322 47 48 49
tekla.iashagashvili@cushwake.ge
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