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Methods. The research is based on the use of empirical research methods, the source of which
was the statistical data of the National Statistics Service of Georgia regarding the state of the
Georgian real estate market and the level of housing prices. The method of analysis and synthesis,
the index method, and the method of comparisons were used for the theoretical substantiation of
trends in the development of the real estate market, as well as for the purpose of clarifying their
causes.

Results. It has been demonstrated that in recent years the residential real estate market in
Georgia has been characterized by greater or lesser volatility and a tendency towards an increase in
the general level of prices. The main reasons for the change in price dynamics have been
determined, including international and geopolitical events, in particular the Covid-19 pandemic
and large population migrations due to the start of the Russian-Ukrainian war. Two key components
are identified in the overall structure of demand for real estate, namely: needs-based buying, which
is determined by fundamental factors (such as urbanization, family size, etc.), on the one hand, and
investment investment, which is determined by the amount of profit from rent and invested capital.

Novelty. The main trends in the development of the real estate market are outlined. It was
determined that the market conditions in Thilisi are characterized by an excess of demand over
supply, and the problem of their balance is aggravated by the concentration of the economic and
cultural life of the country's population in the capital, the low level of housing provision and the
dramatic results of construction companies.

Practical value. Accurate forecasting of housing prices helps the government determine
appropriate regulatory policies, help investors formulate sound investment strategies, and promote
the healthy and long-term development of the real estate market.

Keywords: real estate, real estate market, property rights, price index, consumer price index,
private houses, need-based purchasing, accumulated wealth.

Statement of problem. The property of a
person or society can be both tangible and
intangible.  Tangible  property  includes
immovable and movable property. According
to the Civil Code, a thing can be both
immovable and movable, however, the Civil
Code only defines the meaning of an
immovable thing, which means that all other
things are movable. Real estate is a plot of land
with its minerals, buildings, plants growing on
the ground, which stand firmly on the ground.

Accordingly, all other property is considered to
be movable. In the case of a movable object, its
actual owner is considered its owner, while the
owner of an immovable object is determined
according to the record of the public register. In
order to acquire the right of ownership of a
movable thing, it is enough to transfer it to the
possession of the buyer, and in the case of an
immovable thing, it is necessary to register the
right of ownership in the public register, and
only after this, the right of ownership arises.
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Determination of economic factors
affecting real estate prices Analysis of
economic factors affecting real estate prices,
has become the subject of research by many
scientists. When they discuss what the main
driving factors are, they usually include: gross
domestic product (GDP), taxes, loans, interest
rates, inflation, employment, demographics.

There are different types of real estate,
namely: residential, commercial, industrial,
commercial and special purpose. This paper
focuses specifically on the residential real
estate market. This category includes all
properties that are directly used for residential
purposes, such as: private houses and
apartments in multi-storey buildings. Note the
fact that, despite the difference in purpose and
purpose, the categories of real estate listed
above are closely related to each other in terms
of price level dynamics.

In recent years, real estate prices have
increased rapidly, which has attracted the
attention of researchers in various fields. To
some extent, the stability of the real estate
market is closely related to the stability of
China's economic development, financial
system and society [1]. Real estate market
forecasting and analysis can assess the stability
of the real estate market. On the one hand, it
can help the government exercise macro control
over house prices and maintain the healthy and
stable development of China's national
economy.

On the other hand, forecasting housing
prices can also help investors formulate real
estate investment strategies and avoid losses.
Compared with developed countries such as
Europe and the United States, China's real
estate market started relatively late and lacked
market experience and policy theory, which led
to some gaps in real estate market policies.
Therefore, many experts have conducted
theoretical and empirical research on the
development of the real estate market [2].

To date, there has been much research
on the macro control of the real estate market,
but little on the forecasting of the real estate
market. Therefore, based on real estate market
statistical data, this study analyzes the
influencing factors of real estate price to
provide data support for real estate market
macro control and investment. It also plays a

certain role in the stable development of the
real estate market.

Based on real estate statistics from the
National Bureau of Statistics, along with
qualitative analysis and quantitative analysis
methods, this study examines the impact of
various factors on real estate prices, such as
policy factors, economic factors

Aim of the paper. The purpose of this
article is to provide the reader with information
about the Georgian real estate market and to
create an idea of the factors and indicators that
make up the state of the market.

Materials and methods. The real estate
market of Georgia in its structure and features
is close to the real estate markets of post-Soviet
countries, and the features of its development
are completely different from the markets of
developed countries. Therefore, when selecting
studies, it is necessary to take into account the
works of scientists working in Eastern Europe
and the post-Soviet space.

Finding. Residential real estate price
index. The formation of the real estate market
price is influenced by financial, economic,
political, cultural or demographic changes in
the country. However, real estate is a product
that differs from almost all other products in
that its prices always rise over the long term
and almost never vice versa. Therefore,
economic experts and successful investors
always consider the real estate market as a
reliable source of income for investment.

Residential real estate is an important part
of the wealth accumulated by people during
their life. In this regard, according to the data of
various research organizations, compared to
other European countries, Georgia has a
particularly high rate. According to last year's
data of the National Statistics Service of
Georgia, more than 91% of the total population
of Georgia, and almost 89% of the city's
population, live in their own homes. The
residential real estate market in Georgia is
highly concentrated. Concentration implies
that, according to the data of 2022, almost 71%
of the total market is occupied by Thilisi alone,
and 19% comes from the city of Batumi.

As of 2022, the total real estate market of
Georgia is estimated at 3.6 billion US dollars,
of which 2.6 billion comes from the capital.
Due to the concentrated density, the price index
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of the residential real estate market is mainly
determined by Thilisi statistics and largely
includes the new residential real estate market,
both multi-story houses (apartments) and
private houses segments [3].

According to the information of the
National Statistics Service of Georgia, in the
fourth quarter of 2022, compared to the
previous quarter, the Residential Property Price
Index (RPPI) increased by 5.5% (6.5 units), and
the annual growth amounted to 14.3%.

135
130
125
120
115 112,8
110
105

100

| quart.
2020 2020 2020 2020 2021 2021

Il quart. 1l quart. IV quart. |quart.

==@==\hole RPPI

Il quart.

=@==Apartaments

Compared to the average rate of 2020, real
estate has increased in price by 24%. As for the
current 2023 indicator, according to the forecast
of «TBS Capital», the price of real estate for
sale will increase by 18% this year, and the cost
of rent will increase by 28%. The Real Estate
Price Index (RPPI) covers the city of Thilisi
and includes only the new residential real estate
market, both multi-story houses (apartments)
and private houses segments [4].
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Graph 1. Real estate price index (RPPI) for apartments and private houses

Source: [4].

Over the past few years, the real estate
market has seen a clear upward trend in price
level fluctuations. In the fourth quarter of 2022,
compared to the previous quarter, an increase in
prices was recorded both in the segment of
residential apartments by 4.4 units (3.8 percent)
and in the segment of private houses by 10.8
units (8.9 percent). Compared to the fourth
quarter of 2021, price growth was observed in
both segments — for apartments by 12.5 percent,
and for private houses by 18.0 percent.

At the beginning of 2020, amid the
pandemic caused by the spread of the Corona
virus, prices decreased due to a decrease in the
amount of demand, and from the beginning of
2022, they increased sharply after tens of
thousands of foreign citizens entered and
settled in Georgia due to the start of the Russia-
Ukraine war. Of course, as in all other markets,

the overall price level change is driven by the
demand-supply mechanism. In addition to the
information mentioned above, | think it would
be interesting and, most importantly, useful to
consider the real estate price index in contrast
to the consumer price index. As a rule, these
two indices are characterized by the same
direction of change and never opposite. Both of
them are interrelated components of the overall
price level increase or inflation. The Consumer
Price Index (CPI) increased by 26.8 percent
(26.6 units), and the Real Estate Price Index
(RPPI) increased by 28.8 percent (27.7 units). It
is also noted that the consumer price index
(CPI) is characterized by a constant and stable
growth trend, while the real estate price index is
more volatile and, for example, in the third
quarter of 2021, it significantly decreased [5].
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Graph 2. Dynamics of RPPI and CPI indicators in recent years

Source: [4].

Consider the prices according to specific
areas of Thilisi, we find different prices in
different areas, and this difference is sometimes
very contrasting. Of course, relatively low
prices are fixed in the outer areas, while the
prices towards the central areas gradually

increase and reach the maximum value. In
order to familiarize with specific statistical
indicators, a table and its corresponding graphic
representation are presented below, so that the
data can be easily understood .

Table 1
Prices of residential real estate according to districts of Thilisi
Thilisi 2021 2022 2023
I quart Il quart 11 1V quart I quart 11 quart 11 quart IV quart I quart
quart
Gldani 2490 2473 2778 | 2500 2619 | 2558 2500 2698 2788
Didube 2929 2870 2812 | 2850 2980 | 2814 2701 2881 3004
Vake 3774 3660 3612 | 3540 3690 | 3845 4129 4204 4201
Isan 2529 2546 2472 | 2540 2665 | 2580 2478 2668 2856
Krtsanis 3000 3043 2964 | 2990 3143 | 2837 2671 3118 3175
Mtatsminda | 4236 4178 4089 | 3930 4458 | 4339 4931 4941 4919
Nadzaladev 2571 2605 2500 | 2720 2809 | 2740 2674 2824 2928
Saburtalo 3236 3194 2986 | 3160 3072 | 2927 3128 3333 3344
Samgori 2359 2376 2332 | 2370 2482 | 2451 2407 2630 2647
Chugureti 3211 3121 2970 | 3045 3030 | 2856 2874 3212 3257
Source: [3].

As can be seen from the table above, the
increase in the overall level of residential real
estate prices is equally reflected in all areas,
that is, it means that prices are increasing at the
same level in central and prestigious areas as in
less sought-after areas. As for specific
indicators, Mtatsminda and Vake-Saburtalo

districts take the first place in terms of prices,
and the price of one square meter reaches 5,000
GEL. On the other hand, the cheapest
residential real estate can be purchased in such
outer areas as Samgori, Isan and Gldani. In
these areas, the price of one square meter starts
from 2,650 GEL.

ISSN 2709-6459, Exonomiunuii BicHUK JIHITPOBCHKOI mojtiTexHiku, 2024, No3 31




ECONOMIC THEORY

According to the February 2024 review of
the residential real estate market, last month,
compared to the same period in 2023, the
number of apartments sold in Thilisi decreased
by 1%, the total number of transactions was
determined by 3,358 apartments. During the
same period, residential real estate prices
showed a 6% increase, and the average price
per square meter reached $1,202. In addition,
the sale price of new apartments increased by
9% annually, and the price of old apartments —
by 5%. In February 2024, in terms of the
number of apartments sold, among the districts,
the first place is still occupied by Didi Digomi,
which has a 24% share in total sales. Saburtalo
is in second place — with 18% share.

As for the real estate market of Batumi,
there have been some changes in the dynamics,
the total number of transactions decreased by
9%, after the dynamic year 2022, which was
characterized by an increase in migration flows.
In December 2023, transactions decreased by
33% compared to the previous year and
returned to the data of the end of 2021. Real
estate prices: prices in new projects increased
by 13%, and old apartments increased in price
by 8% [8].

An investment boom that opens up new
opportunities and investments, Prospects for
economic growth will increase demand for real
estate. An increase in the value of real estate is
expected due to the improvement of the general
economic situation. As for the granting of the
EU candidate status to Georgia, this is a new
chapter in the development of our country. The
rapid growth of the economy and the prospects
of joining the European Union have a positive
impact on the real estate market.

Conclusions. In recent years, the
residential real estate market in Georgia has
been characterized by more or less volatility
and a tendency to increase the overall level of
prices. First of all, the changing dynamics were
caused by such international and geopolitical
events as the pandemic caused by the spread of
the Corona virus and large migration shifts as a
result of the start of the Russia-Ukraine war [9].
These two events belong to force majeure
factors, in front of which both the state
government and society as a whole are
powerless. On the other hand, it should be
underlined the important fact that the increased

prices for residential real estate have a great
negative impact on the society, because the
purchase of a private house or an apartment in a
multi — storey building becomes difficult for
the vast majority.

Often, this factor, together with other
social or economic reasons, becomes the reason
for a part of society to emigrate, which is a very
sad fact. In the end, it must be said that the
tendency to increase the floor level of prices in
the residential real estate market leads to an
undesirable result for the majority of the
society. In our opinion, in order to correct this,
the state government must be involved in the
market activity and take appropriate measures,
one of which can be the so-called state
subsidies. However, it is difficult to come up
with a concrete solution, and the relevant
authorized institutional institutions should work
intensively on this. Demand in Thilisi real
estate market exceeds supply, the problem of
balancing demand and supply is aggravated by
the concentration of the economic and cultural
life of the country's population in the capital,
the low level of housing provision and the
dramatic results of construction companies'
activities. At the same time, the existing
housing stock is already outdated, its
replacement is a very good investment
opportunity for construction companies.
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ITPOBJIEMU PUHKY HEPYXOMOCTI TA IX AHAJII3 Y CTATUCTULI I'PY3II
H. b. Kokawseini, k. e. 1., ooyenm, JI. T. Ocaose, k. e. H., doyenm,
M. O. Cocaniose, k. e. H., Ooyenm, I opiticokuti depacasnutl yHieepcumem (I py3is)

MeTtoposoriss  pociimkennsi. JlocnipkeHHsT MOOy/IOBaHEe Ha BHKOPHCTAHHI EMITIPUYHUX
METOJIIB JIOCII/PKEHHsI, BUXIJIHOW 0a3010 sKMX mociyryBaimu cratuctuuHi nani National Statistics
Service of Georgia 1mom0 CcTaHy pHUHKY HepyxomocTi ['py3ii 1 piBHS miH Ha >kuTio. Jns
TEOPETUYHOTO OOIPYHTYBaHHA TEHACHIIN pPO3BUTKY PHUHKY HEPYXOMOCTi, a TaKOX 3 METOI0
3’dCyBaHHS iXHIX NPUYMH BUKOPHCTAHO METOJl aHajli3y M CHUHTE3y, 1HAEKCHUH METOJA, METOJ]
MOPiBHSHb.

PesyabraT. [IpogeMoHCTpOBaHO, 10 B OCTaHHI POKH PUHOK >KHTIOBOI HEPYXOMOCTI B
I'py3ii xapakTepu3yeThCcsi OUTBIIOI YW MEHIIOK BOJATWIIBHICTIO Ta TEHACHIIEI O 3POCTAHHS
3arajJpHOTO piBHA IiH. BU3HAUY€HO OCHOBHI MPUYWUHHU 3MIHM JUHAMIKH IIiH, JO SKUX BiJHECEHO
MDKHApOJHI Ta TEONMONITHYHI Tofii, 30kpema maHaemito Covid-19 Ta Benmuki MirparmiiiHi
MEepEeMIIIEHHs] HACEJIeHHs BHACTIJOK IMOYaTKy pOCIMChKO-YKpaiHChbKOI BiHU. BuokpemiieHo Yy
3arajipHill CTPYKTYpi MOMUTY HA HEPYXOMICTh JBi KJIIOUOBI CKIIQJIOBi, a came: KYIIBIIsA, 3aCHOBaHA
Ha moTpedax, ska BU3HA4YaeThesa (yHIaMeHTaNbHUMHU (hakTopaMu (TaKUMH K ypOaHizallis, po3Mip
ciM’1 TOIIO), 3 OJHOrO OOKY, Ta THBECTHIlIHE BKJIAJCHHS KOIITIB, SIKE BU3HAYAETHCS BEITHYNHOIO
npuOYTKY BiJl OpEHIM Ta IHBECTOBAHUM KaIliTaIOM.

HoBu3na. OxpecieHo OCHOBHI TSHJICHIIII PO3BUTKY PHHKY HEpyXOoMOCTi. Bu3HaueHo, mo B
TOinmici puHKOBa KOH’IOHKTYpa XapaKTepU3YEThCS IMEPEBHUILECHHSM IOMUTY HAJl MPOMO3HIIE0, a
npobnemMa IXHbOI 30aJaHCOBAHOCTI MOCHIIIOETHCSI KOHIIEHTPAIIEID €KOHOMIYHOTO 1 KYJIbTYPHOTO
KUTTSI HACEJIEHHSI KpaiHU B CTOJMII, HU3bKUM DPIBHEM 3a0€3ME€YEHOCT] KUTJIOM 1 ApaMaTHYHUMU
pe3yiabTaTaMu AiSUTbHOCTI OyAiBEIbHUX KOMIAHIH.

IIpakTnyna 3HauywicTb. ToYHEe NPOTHO3YBaHHS I[IH HA JKUTJIO JIOTIOMArae ypsmay
BHU3HAUUTH BIMOBIAHY PETYJIATOPHY MOJITUKY, JOMIOMOITH 1HBECTOpaM c(HOpMYIIIOBAaTH paBUIIbHI
IHBECTULIIHI cTparerii Ta CHOPUATH 3]I0pOBOMY Ta JOBIOCTPOKOBOMY PpO3BUTKY pHHKY
HEPYXOMOCTI.

Knwouogi cnosa: HepyxoMiCTb, pUHOK HEPYXOMOCTI, MpaBa BJIACHOCTI, 1HJIEKC IiH, 1HIEKC
CIOKMBYMX I[1H, IPUBATHI OYAMHKY, KYIIBJIS HA OCHOBI OTPeO, HaKoNM1ueHe 0araTcTBo.
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