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28.Jun 4.Jul Change 28.Jun 4.Jul  Change
BIST-100 Index 10,648 10,873 21% A EUR/USD 1.0713 1.0810 09% A
TRY 2 Year Benchmark Rate 41.59 % 39.20% -239bp ¥ USD/TRY 32.6485 325130 -04% V
Tirkiye 5-Year CDS Premium 276 262 -14bp V¥ EUR/TRY 35.0451 35.2180 05% A
MSCI EM Equity Index 1,086 1,104 1.7% A Gold (USD/ounce) 2,326 2,356 13% A
US 10-Year Bond Rate 4.34% 4.35% 0 bp Brent Qil (USD/barrel) 86.4 87.4 12% A

bp: basis point

Global markets closely monitored Fed Chair Powell's statements and the minutes of the Fed's June meeting this week. This
week, US data indicated a slight decline in economic activity and the labor market. In the Euro Area, inflation figures for June
supported optimistic expectations. In Tirkiye, inflation remained well below expectations in June and gave a positive signal,
while CBRT Governor Karahan stated that tight monetary policy would be maintained until a sustained fall in the underlying
trend of monthly inflation is achieved. On the other hand, data releases regarding economic activity in Tirkiye indicated that
the effects of the tight monetary policy became more evident in June. Next week, May figures for balance of payments,
industrial production, and labor market will be high on the domestic agenda. In global markets, the June CPl data to be
announced in the US will be closely monitored.

Fed minutes in the US presented a cautious outlook.

In his remarks this week, Fed Chair Powell stated that inflation is on a downward US Labor Market

trend but the labor market remains strong, while Fed officials still need further data 720 N on-farm payroll increase(thousand)4‘5
and confidence for a rate cut. Similarly, Fed minutes showed that the officials agreed 600 Unemployment rate (%, rhs) 4o
with the slowdown in economic activity and the decline in price pressures, whereas

maintaining tight monetary policy would be more convenient. 450 3.9
During the week, data releases signaled a cooling in economic activity. Despite 300 3.6
expectations for an increase, factory orders contracted by 0.5% in May. In June, ISM

manufacturing PMI signaled contraction for the third consecutive month with 48.5, 150 I I ‘l”ll ‘l 33
while ISM services PMI came in well below expectations with 48.2. During the same 0 30
time period, ADP private sector employment data indicated a loss of momentum in May.22  Nov.22  May.23  Nov.23  May.24

the labor market. This month, non-farm payrolls increased by 206K, slightly above
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expectations, but the downward revision of the previous month's increase and climb

(annual, %)
of the unemployment rate to 4.1% in this period confirmed the cooling in the labor 12

market. 10
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In the Euro Area, annual inflation continued to decline. — — — - ECB Inflation Target

In the Euro Area, annual HICP inflation fell to 2.5%, while annual core inflation was 4

realized slightly above expectations at 2.9%. Producer prices, on the other hand, fell P e
by 0.2% mom and 4.2% yoy in May, confirming a positive course for inflation. ECB 0

President Lagarde stated that the Euro Area is very advanced on a disinflation path 2

and that the slow recovery that came about in the first quarter hoped to persevere. Jun22 Dec22  Jun23  Dec23  Jun24
According to the data released in the region this week, the unemployment rate, Inflation

which remained flat in May, was realized as 6.4%, while final PMI figures were monthly, %)
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revised upwards by 0.2 pts each to 45.8 and 52.8 for the manufacturing and services
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sectors, respectively. Thus, PMI data pointed out that the divergence between
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sectors continued. Following Lagarde’s speech and the data releases, the market’s .
expectations that the ECB may realize two more interest rate cuts within the year
gained weight. 4
Monthly inflation in Tiirkiye remained below expectations in June. 2 | | |I II I | II I| II
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In Tidrkiye, monthly CPI inflation came in at 1.64% in June, well below market
expectations and the lowest level since May 2023. Annual CPI inflation also declined junas o sepad beeas Moz Jun2d
to 71.60% in June from its peak of 75.45% in May. In June, the monthly increase in

D-PPI also lost momentum and was realized as 1.38%, while the annual increase
Source: Fed, Datastream, TurkStat
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was realized as 50.09% (Our Inflation Report). In his statement on inflation, CBRT
Governor Fatih Karahan stated that it would not be right to draw a conclusion based
only on June data and emphasized that tight monetary policy will continue until a
sustained fall in the underlying trend of monthly inflation is seen.

The CPI-based real effective exchange rate, published by CBRT, rose by 0.6% mom to
61.90 in June. Thus, the real effective exchange rate, which rose by 19.9% yoy,
reached its highest value since September 2021.

ICl Manufacturing PMI continued to decline.

Manufacturing PMI data released by the Istanbul Chamber of Industry decreased to
47.9 in June, indicating that business conditions in the sector continued to weaken.
In this period, new orders recorded the sharpest slowdown of the year due to the
deterioration in demand conditions, and the employment sub-index fell to its lowest
level since October 2022. On the other hand, the slowdown in input costs and the
subdued demand led to the lowest price increase of final products in the last 4.5
years. In the ICl report, it was also noted that the problems in sea transportation, in
parallel with the disruption in the Red Sea, led to an to an extension of delivery
times for suppliers. According to sectoral PMI figures, activity increased only in food
products and machinery and metal products, while the fastest contraction was
posted in the textile sector.

In the first half of the year, foreign trade deficit narrowed by 29.5%.

According to preliminary data released by the Ministry of Trade, exports decreased
by 10.6% yoy to 18.6 billion USD in June, while imports contracted by 4.1% yoy to 25
billion USD in the same month. Thus, foreign trade deficit widened by 21.4% yoy to
6.4 billion USD. In the first half of the year, imports decreased by 8.5% yoy against
the 2% increase in exports, resulting in a 29.5% contraction in foreign trade deficit.

Automobile sales declined in June.

According to ODMD figures, automobile and light commercial vehicle market
contracted by 5.3% yoy in June. Thus, despite expanding by 3.7% yoy in January-June
period, the market contracted for the third consecutive month on annual basis. The
data indicated that the slowdown in the automotive market continued due to the
lagged effects of monetary tightening.

Financial markets...

US stock markets followed a volatile outlook in general this week amid a busy
agenda. Qil prices followed an upward trend this week due to uncertainties in the
Middle East and hurricane concerns in North America. The ounce gold price is set to
close the week with an upward trend due to Powell's speech, Fed minutes, and data
releases.

Domestic markets followed a generally positive outlook this week. The BIST-100
index rose to 10,873 as of Thursday's closing, whereas it followed a relatively flat
course on the last trading day of the week. In the first week of July, Turkiye’s 5-year
CDS premium declined and the interest rate on the 2-year benchmark bond
decreased. The Turkish lira appreciated slightly against the US dollar but depreciated
against the euro.

Next week’s agenda...

Next week, US CPI data for June will be closely monitored. In Tirkiye, the balance of
payments, industrial production, and labor market figures for May will be
announced.
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Data Releases

Period Consensus Prior

8 July Euro Area Sentix Index July 0.0 0.3
10 July TR Industrial Production, yoy May - -0.7%
TR Unemployment Rate May = 8.5%

China CPI Inflation, yoy June 0.4% 0.3%

11 July TR Trade Sales Volume, yoy May - 2.5%
US CPI Inflation, mom June 0.1% 0.0%

US Core CPI Inflation, mom June 0.2% 0.2%

12 July TR Current Account Balance May - -5.3 billion USD
US PPI Inflation, mom June 0.1% -0.2%

US Michigan Consumer Confidence, prelim July 68.5 68.2

July 5, 2024 3


https://ekonomi.isbank.com.tr/

Economic Research Division

Alper Gurler ilker Sahin
Division Head Economist
alper.gurler@isbank.com.tr ilker.sahin@isbank.com.tr
H. Erhan Gl Caner Uygar Gindogdu
Unit Manager Asst. Economist
erhan.gul@isbank.com.tr uygar.gundogdu@isbank.com.tr

Our reports are available on our website https://research.isbank.com.tr

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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