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Abstract

This study examined the determinants of capital market liquidity in Georgia during the
period 2015-2025. The research object consisted of the complete list of trading sessions and over-
the-counter (OTC) transactions registered on the Georgian Stock Exchange (GSE), comprising a
total of 4,895 transactions. The monthly number of transactions was used as a proxy variable for
liquidity. The study employed a multivariate Ordinary Least Squares (OLS) regression analysis with

HC3 heteroskedasticity-robust standard errors.

The empirical analysis confirmed that structural market characteristics, particularly the
number of issuers and the sector of economic activity, represented the strongest statistical
determinants of market trading activity. Each additional issuer increased trading session
transactions by an average of 1 trade and OTC segment transactions by 5.2 trades. Market
capitalization, the USD/GEL exchange rate, and economic growth were not found to be statistically
significant. During the analyzed period, 81.8% of all transactions were executed in the OTC
segment, while trading on exchange sessions was completely absent in 23 months, indicating

chronic market illiquidity.

The study concluded that the revitalization of Georgia’s capital market critically depended
on the supply side, specifically on attracting new and diversified corporate issuers to the market.
The paper proposed several policy recommendations, including tax incentives for IPOs, the
implementation of a dual-listing model, and the strengthening of transparency in OTC

transactions.

Keywords: capital market, market liquidity, OLS regression, Georgian Stock Exchange, OTC

market, number of issuers, emerging markets.



