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World Bank kept its global growth forecasts for 2025 and 2026 unchanged, while revising its forecasts for Tiirkiye downwards.
Core CPl and PPl data provided a positive outlook for the course of inflation in the US. Chinese economy grew above
expectations in 2024. In Tirkiye, current account posted a deficit for the first time after 5 months in November, while central
government budget deficit was realized as 2.1 trillion TRY in 2024, in line with the target set for the whole year in the MTP.
According to the January results of Survey of Market Participants, the year-end inflation expectation for 2025 decreased
slightly. CBRT meeting stands out on next week's agenda. In addition, leading PMI data for January in the US and Euro Area will

be closely monitored.

The World Bank released its Global Economic Prospects Report.

In the World Bank's report published this week, it was stated that global growth
has stabilized with inflation approaching targets and monetary easing supporting
economic activity in both advanced and emerging economies. In this framework,
it was noted that the global economy is expected to grow by 2.7% in 2025 and
2026, as it did last year. Compared to the June 2024 report, 2025 and 2026
growth forecasts for the US economy were revised upwards by 0.5 and 0.2 points
to 2.3% and 2.0%, respectively. Growth expectations for the Euro Area for the
same periods were revised downwards by 0.4 and 0.1 points to 1.0% and 1.2%.
The World Bank's growth expectations for Turkiye were revised downwards by 1.0
and 0.5 points to 2.6% and 3.8% for this year and next year, respectively.

Inflation data was followed in the US.

This week, global markets focused on the inflation data released in the US. In
December, consumer prices rose by 0.4% mom, above the market expectations of
0.3%. The higher-than-expected increase was mainly driven by the 2.6% rise in
energy prices in December, up from 0.2% in November. Core CPI, which excludes
energy and food prices, rose by 0.2% in the related period, in line with the
expectations. Thus, annual CPI inflation in the US economy was realized as 2.9%
and annual core CPI inflation as 3.2% in 2024. On the other hand, producer price
inflation in the country presented a more favorable outlook than expected. In
December, PPl increased by 0.2% mom, below market expectations, while core
PPI remained unchanged against expectations of 0.3% increase. On an annual
basis, PPl and core PPI inflation were realized as 3.3% and 3.5%, respectively. In
the Beige Book released by the Fed this week, it was stated that economic activity
has recently revived to some extent with the contribution of the Christmas
holiday, the labor market has maintained its balanced outlook and price increases
have remained moderate. However, despite the Christmas holiday, the monthly
rise in retail sales in December was realized as 0.4%, below market expectations
(0.6%) and the lowest level in the last 4 months.

China's economy grew above expectations.

In the last quarter of 2024, Chinese economy grew by 5.4% yoy, 0.4 points above
expectations. Thus, growth throughout 2024 reached the economic
administration's target of 5%. In December, industrial production and retail sales
increased by 6.2% and 3.7%, respectively, exceeding market expectations. This
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indicated that the stimulus policies implemented to revive economic activity in
the country signaled positive effects on both consumption and production.

In Tarkiye, current account posted a deficit for the first time since May.

Current account posted a deficit of 2.9 billion USD in November, slightly below
the market expectations of 3.1 billion USD. Thus, current account posted a deficit
for the first time since May. In January-November period, current account deficit
narrowed by 85.5% yoy to 5.6 billion USD. On the other hand, in the same period,
current account excluding gold and energy posted the lowest surplus of the last 7
months with 3.4 billion USD (Our Balance of Payments report).

Central government budget posted a deficit of 829.2 billion TRY in December.

Central government budget deficit was realized as 829.2 billion TRY in December,
close to the realization in the same period of the previous year. In this period,
budget revenues increased by 60.4% yoy to 877.6 billion TRY, while budget
expenditures rose by a more moderate rate of 22.3% yoy to 1.7 trillion TRY. In
December, primary deficit narrowed by 6.4% yoy to around 754 billion TRY. Thus,
the central government budget deficit, which was realized as 1.4 trillion TRY in
2023, rose to 2.1 trillion TRY in 2024 due to inflation and earthquake related
expenditures, in line with the Medium Term Program (MTP) forecast announced
in September 2024 (Our Budget Balance report).

Market participants' January inflation expectation is 4.1%.

According to the results of the CBRT's Survey of Market Participants released this
week, participants' expect 4.1% monthly inflation in January. The year-end
inflation expectation for 2025 decreased slightly compared to the previous survey
period to 27.05%, while the year-end inflation expectation for 2026 rose to
18.67%. Participants expect CBRT to cut policy rate by 250 basis points in January.
Survey participants' growth expectation for 2025 remained unchanged at 3.1%,
while it was realized as 3.9% for 2026.

Trade sales volume index gained momentum in November.

According to data released by TURKSTAT, seasonally and calendar adjusted trade
sales volume increased by 0.9% mom in November. This increase was mainly
driven by the retail sales volume index, which rose by 1.9% mom due to the
campaigns in November. In the related period, food and non-food sub-indices
increased by 0.5% and 2.8%, respectively. According to calendar adjusted figures,
trade and retail sales volume expanded by 8.7% and 16.4% yoy, respectively. The
data indicated that the buoyant course in domestic demand continued in
November.

Financial markets...

This week, there was a recovery in global risk appetite following the inflation data
released in the US. As of Thursday closings, US markets ended the week with
increases, while EUR/USD parity rose by 0.5%. Gold prices increased by 0.9% in
line with expectations for Fed's interest rate cuts and oil prices went up by 1.9%
due to concerns over supply.

In Tarkiye, BIST-100 index fell by 0.4% on a weekly basis as of Thursday's close,
contrary to global markets. Tirkiye's 5-year CDS risk premium decreased by 2 bps
to 269 bps, while Turkish lira depreciated slightly against USD and EUR.

Next week's agenda...

CBRT meeting stands out on next week's agenda. In addition, leading PMI data for
January in the US and Euro Area will be closely monitored.
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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.
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