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Foreign trade deficit widened by 136% yoy in February.

According to TURKSTAT data, exports increased by 25.4% yoy to
20 billion USD, while imports rose by 44.5% yoy to 27.9 billion
USD in February. Thus, the foreign trade deficit increased
approximately by 1.5 times on an annual basis and reached 7.9
billion USD. The rise in energy and commodity prices continued
to be influential in the rapid widening of the foreign trade
deficit. The import coverage ratio, which was 82.7% in February
2021, decreased to 71.7% in February 2022.

Current account deficit became 5.2 billion USD in February.

Current account deficit widened by 110.6% yoy in February,
reaching 5.2 billion USD. Net energy imports, which were 2.2
billion USD in February of last year, reached 6.9 billion USD with
the effect of rising energy prices and became the determining
factor in the widening of the current account deficit. On the
other hand, the increase in net services revenues by 874 million
USD on an annual basis in parallel with the rise in tourism and
transportation revenues limited the widening of the current
account deficit.
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In the first two months of the year, current account deficit
expanded by 186% compared to the same period of the
previous year and reached 12.1 billion USD. In this period, the
annual increase in net travel revenues by 1.5 times supported
the current account balance, while the rising oil prices in global
markets due to the tension between Russia and Ukraine put
pressure on the foreign trade balance. Excluding net energy
imports, the current account balance gave a surplus of 2.9
billion USD in this period. 12-month cumulative current account

deficit became 21.8 billion USD in February, reaching its highest
level since August 2021.

Net FDI displayed a weak outlook in February.

Net direct investments, which were 768 million USD in February
of last year, decreased to 4 million USD in the same period of
this year. In this period, non-residents' net capital investments
declined to 207 million USD, the weakest performance of the
last 10 months. Real estate investments became 396 million
USD. In the January-February period, net foreign direct
investments decreased by 4.8% yoy to 710 million USD. In this
period, non-residents' capital investments in the food and
wholesale & retail trade sectors increased by 570% and 169%,
respectively, on an annual basis.
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Portfolio investments recorded 765 million USD outflow in
February.

Following an outflow in January, net portfolio investments
recorded an outflow in February as well. During this period, non
-residents made net sales in the stock and government
securities markets of 228 million USD and 573 million USD,
respectively. 551 million USD repayments made by the banks for
their eurobond issuances limited the portfolio inflows. General
Government borrowed a net 1 billion USD through bond
issuances. Thus, with the net outflow of 765 million USD in
February, a capital outflow of 1.5 billion USD was recorded from
the portfolio investments in the first two months of the year.

In February, other investments followed a positive course with
4.2 billion USD worth of net capital inflows. In this period,
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effective and deposit assets of domestic banks in their foreign
correspondents increased by 2.2 billion USD, while domestic
deposits of foreign banks increased by 2.5 billion USD. Banks and
the General Government made long-term net loan repayments
of 1.2 billion USD and 174 million USD, respectively, in February.
In this period, the 12-month cumulative long-term debt rollover
ratio was 93% in the banking sector and 136% in other sectors.

Reserve assets declined by 2.2 billion in February.

Reserve assets, which have been declining since December
2021, decreased by 2.2 billion USD in February. Thus, the
decrease in reserve assets reached 3.2 billion USD in the January
-February period. In the net errors and omissions, which
recorded a capital outflow of 1.5 billion USD in January, posted
an outflow of 511 million USD in February.

Expectations...

The increase in global commodity prices due to the Russia-
Ukraine war continues to be decisive on the course of the
balance of payments. In March, when the effects of the war
began to be felt intensely, the average Brent crude oil prices
rose by 19.5% compared to the previous month, indicating that
the increase in the current account deficit will continue in March
through the foreign trade deficit channel. Thus, according to the
preliminary foreign trade data released by the Ministry of Trade,
the import volume increased by 31% yoy in March and reached
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30.9 billion USD. In this period, the export volume increased by
19.8% yoy to 22.7 billion USD, while the foreign trade deficit
increased by 76.7% yoy to 8.2 billion USD in March. In the first
quarter of 2022, the foreign trade deficit increased by more
than 100% compared to the same period of the previous year,
with 26.4 billion USD. For the remainder of the year, the extent
to which European and Gulf countries will compensate for the
Turkey’s tourism revenue loss from Russia and Ukraine will be
significant for the course of the current account deficit. Russian
and Ukrainian tourists had accounted for more than 25% of the

total foreign visitors in 2021.
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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
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contents.
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