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RESUME

The modern model of the Georgian economy unfortunately is
based not so much on the increase in production, as far as on
stimuli of consumption. This fact also is confirmed that the total
volume of private and public consumption makes up to 90% of
GDP. The country hanging on import has not a stable source of
incomes. National currency Lari will continue its ups and downs
movement, rather than the correct monetary and macroeconomic
policy will not be implemented. Most macroeconomic indicators
were worsened during the last 3 years. Budget expenditure
periodically had a negative impact on GEL exchange rate and
price levels. There is a stable connection between the economy
and financial sector. The principle of connection is following: the
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national products support the national currency, the national
currency strengthens national economy. What would contrast to
such a situation? For proper management of the economy, we
need a flexible monetary policy. Have we such policy, haven’t we?
Of course no. Rapid depreciation of Lari contains the large risk for
the financial stability that is a serious burden for our country.

Key words: Currency Rates, the monetary, fiscal policy,
Stabilization, The Economic expansion, Banking and financial
system.
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