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Summary

The purpose of the work is to analyze the current situation in the real estate and
mortgage market in Georgia, to determine the prospects of its development and to assess the

impact of these factors and processes on the construction sector.

The study analyzes the socio-economic and legal environment of the mortgage
market in Georgia and reviews the strategy of development of the country, in particular,
construction business, namely, the role of construction activities in the strategic development
of Georgia, reviews from the existing socio-economic point of view initiated and supported
projects by the State, describes factors that negatively affect the development of the

construction market and set a strategy that determines the progress in this direction.

The paper reviews the real estate and construction market in the country as well as its
financial dimension - mortgage market, its existing shortcomings and limitations, as well as
positive challenges and perspectives, as development of this market is the precondition for

effective economic development of any country.

The paper discusses the actual problems and challenges that exist in the construction
and mortgage market in Georgia. Among mentioned factors, at first, there should be noted
physically and morally amortized housing stock, whose replacement with the modern and
renewed actives is sharply set in the agenda of the country. The biggest problem, as well, is
the low personal or business income that significantly reduces the demand for construction
services and products. The factor that hinders development of the market, as well, is
expensiveness of resources owned by financial institutions. The process of banking service is
inflexible and often unfairly costly; absence of a secondary mortgage market is noteworthy,
as well. Individual, as well as complex solution of these problems is possible via worldwide
tested, as well as innovative, unique solutions, Therefore, the purpose of the present paper is

search on such kind of recommendations.
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The paper deals with the general characteristics of the country's economy and specifically the
real estate market, such as population growth, family income, types of user spending,
employment trends, etc. Demographic and economic analysis indicates that in Georgia,
including in Thilisi, there is a great potential to further improve and expand the scope of
construction activities, as well as the need for further improvement and development of the
market on the basis of real contradictions and their analysis of the practical example. In the

final part of the work, the recommendations for improvement of the existing system are

established.

The development of secondary mortgage market will have following positive effect on the

construction sector:

+ With the alienation of mortgage certificates on the secondary market, the lending
institutions will have the opportunity to fill the financial shortage caused by the issuance of

large volume loans and issue even more loans;

* High liquidity of mortgage certificates will significantly reduce credit risk of lending, which

will allow banks to reduce their interest rates on mortgage products;

* Reduced rates and additional financial resources will result in activation of the private
sector (physical persons) as well as the industrial sector (developers, producers), since more

subjects shall meet the lending requirements.

* Cheapening of financing sources of construction activities will be positively reflected on the
quality, timeliness and product costs. This may result in cheapening of products, which
naturally increases the number of persons with the possibility of acquisition. In the same
way, the developers will be able to realize more and more full-fledged projects, which will
have a positive effect on the quality and cost of the product created in the above-mentioned

sector of the economy.
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