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5-May 12-May Change 5-May 12-May Change
BIST-100 Index 4.401 4.796 90% A EUR/USD 1,1017 10848 -15% V
TRY 2 Year Benchmark Rate 15,56 % 18,64% 308bp A USD/TRY 19,5172 19,5600 0,2% A
Tlrkiye 5-Year CDS Premium 548 487 -60bp ¥V EUR/TRY 21,5070 21,2675 -11% V
MSCI EM Equity Index 982 973 -09% ¥V Gold (USD/ounce) 2017 2011 03% V
US 10-Year Bond Rate 3,45% 3,46 % 2bp A Brent Oil (USD/barrel) 75,3 742 -15% V

bp: basis point

According to unofficial results of May 14 election, the President will be elected in the second round of elections on May 28.
In Tiirkiye, industrial production contracted by 1.3% in the first quarter of 2023 compared to the same period of 2022, while
the current account deficit reached a historic high of 23.5 billion USD. Last week, inflation data in the US and China were
closely monitored in global markets. In the US, annual increases in CPl and PPl continued to decline, strengthening
expectations that the Fed would end interest rate hikes. In China, inflation data, which realized below expectations, pointed
the weakness of domestic demand in the country. This week, the impact of the elections on financial markets will be closely
monitored in Tiirkiye. In global markets, developments regarding debt ceiling in the US; first quarter GDP growth and April
CPI figures in the Euro Area will be followed.

Presidential and parliamentary elections completed. Industrial Production

annual change, %
According to unofficial results of the May 14 elections, no candidate in the 20 ( ge. %)

presidential vote was able to get more than 50% of the votes. In the

statement made by the Supreme Electoral Council (YSK), it was stated that 0

the rate of opened ballot boxes in the country is 99%; the candidate of the o 0.1
People's Alliance, current President Recep Tayyip Erdogan received over 49%
of the votes, while the candidate of the Nation Alliance, Kemal Kiligdaroglu -10
had around 45% of the votes. The second round of elections between these
. . -20
two candidates will be held on May 28. Mar22  Jun22  Sep22  Dec22  Mar23

Industrial production expanded by 5.5% mom in March.

Current Balance in First Quarter

Industrial production index, which declined sharply due to earthquake n
(billion USD)

disaster in February, pointed to recovery by expanding by 5.5% mom in
March due to base effect. According to calendar adjusted figures, industrial 0 2008 20 201 20l 2020 202
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production contracted by 0.1% yoy in March. Thus the index ended the first I III II
quarter of the year with a loss of 1.3% yoy, supporting the negative .

o

expectations for economic growth in the first quarter. In March, seasonally
adjusted unemployment rate was realized as 10%, while labor force
participation rate and employment rate remained stable at 53.6% and 48.2%,
respectively. 25 -23.6

Despite the relatively weak course in production, indicators regarding
domestic consumption remained strong. In March, retail sales volume with
constant prices expanded by 7.3% mom and 28.6% yoy. Thus, retail sales
increased by 28.1% yoy in the first quarter of 2023.

Budget Balance
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Current account deficit realized as 23.6 billion USD in the first quarter. 50
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In March, current account deficit realized as 4.5 billion USD while the deficit 5 . " | II II “ II‘Il
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in the first quarter was at the historical high level with 23.6 billion USD. In 100
addition to ongoing weakness in direct investments, portfolio investments 130
posted an outflow of 1 billion USD in March. In March, due to support of 200

2021 2022 2023
funds addressed to CBRT, other investments with a capital inflow by 7.5
billion USD were important in the financing of deficit (Our Balance of
Payment report) Source: YSK, Datastream
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The Central government budget incurred a deficit of 132.5 billion TRY in April.

The budget deficit increased by 164% yoy to 132.5 billion TRY in April due to
the earthquake disaster too. As of the first four months, the total budget
deficit reached 382.5 billion TRY, which is 58% of the 2023 budget deficit
forecast (Our Budget Balance Report).

Annual inflation in the US recorded a decline in April.

In April, annual CPI inflation in the US remained below the market
expectations with 4.9% and fell to the lowest level in the last 24 months. In
line with the decline in commodity prices, fuel prices decreased by 20.2%
and average energy costs by 5.1% on an annual basis, and led annual CPI
inflation to fall. In this period, annual core inflation continued to have high
course with 5.5%. On the other hand, producer prices in the country
indicated that cost pressures have partially decreased. In April, PPl inflation
increased by 0.2% on a monthly basis and 2.3% on an annual basis. Following
to receive the lower-than-expected inflation figures, views claiming that the
Fed has reached end of rate hike process gained strength.

BoE increased its policy rate by 25 basis points.

Bank of England (BoE) increased policy rate by 25 basis points, in line with
market expectations, to 4.5% which is the highest level since October 2008.
After the meeting, BoE Chairman Andrew Bailey stated that they no longer
expect a recession in the country and that a moderate growth will be seen.
Bailey said that interest rate hikes could continue, if required, until inflation
reaches the 2% target.

Inflation and foreign trade data in China pointed to a slowdown in economic
activity.

In April, exports in China increased by 8.5% compared to the same period of
the previous year and beat the market expectations. In this period, imports
contracted by 7.9% vyoy, giving a negative signal for economic activity.
Consumer prices in the country decreased by 0.1% mom and rose by 0.1%
yoy. In April, decline in annual PPl inflation accelerated and fell by 3.6%.
Import and inflation figures, which point a weak course, supported views that
domestic demand in the country did not reach the expected level despite
removal of the Covid restrictions.

Financial markets...

After the inflation figures announced in the USA, global markets had an
upward trend. Oil prices, which were under pressure due to demand
concerns, continued to decline last week. The barrel price of Brent oil closed
the week at 74.2 USD with a weekly loss of 1.5%. During last week, the
election agenda was decisive in the course of financial markets in Tirkiye.
CDS risk premium decreased by 60 basis points last week, while the BIST-100
index rose by 9%. After the election results, CDS premiums started the week
with a rapid rise, and the stock markets with losses.

This week's agenda...

This week, in addition to the developments regarding the US debt ceiling,
growth and inflation figures for the Euro Area stand out in global markets.
The developments after the election will continue to be followed in Tirkiye.

US Inflation Indicators
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(A) Actual

Data Releases

TR Budget Balance

Euro Area Industrial Production, yoy
USA NY Fed Manufacturing Index

TR House Sales, yoy

USA Retail Sales, mom

USA Philadelphia Fed Manufacturing Index
USA Capacity Utilization Rate

Euro Area GDP Growth, flash, yoy
China Industrial Production, yoy
China Retail Sales, yoy

TR Housing Price Index, yoy

USA Housing Starts, units

Euro Area CPI Inflation, final, yoy
CBRT Survey of Market Participants
USA Existing Home Sales, units

USA Philadelphia Fed Business Index

Period Consensus
April -132.5 billion TRY (A)
March -1.4% (A)
May -2.5
April -
April 0.7%
April 0.0%
April 79.7%
2023 Q1 1.3%
April -
April 21%
March -
April 1.4 million
April 7.0%
May -
April 4.3 million
May -20.0

Prior

-47.2 billion TRY
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-0.6%

0.4%

79.8%

1.3%
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10.6%

141.5%

1.42 million
7.0%

4.44 million
-31.3

Source: Datastream
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LEGAL NOTICE

This report has been prepared by Tirkiye is Bankasi A.S. economists and analysts by using the information from publicly available sources believed to be
reliable, solely for information purposes; and they are not intended to be construed as an offer or solicitation for the purchase or sale of any financial in-
strument or the provision of an offer to provide investment services. The views, opinions and analyses expressed do not represent the official standing of
Tirkiye Is Bankasi A.S. and are personal views and opinions of the analysts and economists who prepare the report. No representation or warranty, express
or implied, is made as to the accuracy or completeness of the information contained in this report. All information contained in this report is subject to
change without notice, Tirkiye is Bankasi A,S, accepts no liability whatsoever for any direct or consequential loss arising from any use of this report or its
contents.

This report is copyright-protected. Reproducing, publishing and/or distributing this report in whole or in part is therefore prohibited. All rights reserved.
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