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Abstract

The role of the National Bank of Georgia is to influence inflation by conducting monetary
policy and changing the interest rate in such a way that the targeted 3% inflation and price
stability are achieved in the medium term. The mechanism of transmission of monetary policy is
the refinancing rate, and its increase directly means more expensive loans for private businesses.
Also, the income of financial institutions is decreasing. In general, there is a lack of financial
intermediaries in Georgia, which is good on the one hand, because it improves the transmission

mechanisms of monetary policy, but on the other hand, this fact limits economic activities.

As part of the research, some statistical data were sought to investigate the impact of
monetary policy on financial institutions, and how effective is the monetary policy implemented
by the National Bank of Georgia and the targeted inflation of 3%. The study combines the
mechanisms of monetary policy, details of the development of financial institutions, and statistical

data that allow conclusions to be drawn about the country's economic situation.

As a result of the research, it was determined that the monetary policy adjusted to price
stability is maximally consistent with the development goals of the financial sector, and the
increase in the refinancing rate does not ultimately cause much damage to commercial banks in
terms of profitability, and the intervention of the National Bank in the economy during exogenous

shocks is even necessary for economic development.
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