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The current account deficit decreased to 45.8 billion
USDin 2014.

In December, current account deficit came in slightly above
the market expectations and was realized as 6.8 billion USD
while the deficit was realized as 45.8 billion USD in 2014.
Thus, current account deficit declined by 18.8 billion USD
throughout 2014 compared to 64.7 billion USD in 2013. This
development mainly stemmed from the 20.3% yoy
contraction in foreign trade deficit, according to the balance
of payments figures. Besides, having increased by 5.6%
yoy, tourism revenues continued to have positive impact on
current account.
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Rise in residents’ foreign direct investments abroad...

In 2014, foreign direct investment inflows were almost
unchanged compared to the previous year and amounted to
12.1 billion USD. Foreign direct investment outflows, on the
other hand, almost doubled and reached 6.7 billion USD. As a
result, net foreign direct investment inflows were recorded
as 5.4 billion USD, decreasing by 37.9% compared to the
previous year.

Portfolio investments recorded 20 billion USD inflow
in2014.

Although portfolio investment inflows fell by 16.7% yoy in
2014, they continued to make a significant contribution to
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the financing of current account deficit, registering a net
inflow of 20 billion USD. In this period, bond issues of
banking sector covered nearly half of the total portfolio
investment inflows. Indeed, banking sector's bond issues
rose from 8.1 billion USD in 2013 t0 10.2 billion USD in 2014.

In the last month of the year, long-term borrowing of
banking sector from abroad rose.

Long-term loans raised by banking sector from abroad were
realized as 3.9 billion USD in December, the highest level
recorded in 2014 on a monthly basis. Regarding the whole
year, on the other hand, long-term loans raised from abroad
by banking sector remained flat with 8.3 billion USD.
Banking sector's short-term borrowing from abroad
decreased to 3.8 billion USD in 2014 from 12.9 billion USD in
2013.

In 2014, net loans received from abroad by non-bank
sectors’ were recorded as 5.8 billion USD, increasing by 4.7
billion USD yoy. Banks’ and nonbank sectors’ long-term debt
roll-over ratios were realized as 191% and 125%,
respectively.

Net errors and omissions account registered an
inflow of 2.2 billion USD in 2014.

In December, net errors and omissions account recorded an
outflow of 1 billion USD while this item registered capital

(12-month cumulative, USD million)

Breakdown of Capital
Inflows (%)

December 2013 December 2014 December 2013 December 2014

Current Account Balance -64,658 -45,836 - -
Total Net Foreign Capital Inflows 74,569 45,368 100.0 100.0
-Direct Investments 8,830 5,483 11.8 121
-Portfolio Investments 23,986 19,987 32.2 441
-Other Investments 39,053 17,720 52.4 39.1
-Net Errors and Omissions 2,796 2,244 3.7 4.9
-Other -96 -66 -0.1 -0.1
Reserves'V -9,911 468 - -

Note: The numbers may not add up to total due to rounding.

(1) (-) sign indicates an increase in reserves while (+) sign indicates a decrease.

The figures used in the report are according to the Fifth Edition of the Balance of
Payments Manual published by the CBRT.

Source: CBRT
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inflows amounting to 2.2 billion USD in 2014. Thus, this domestic demand conditions in 2015 is likely to put pressure
account continued to contribute to the financing of current on the current account deficit. In addition, the weak
account deficit in 2014. In December, CBRT's reserve assets economic outlook in Turkey's main export destination,
were also used in financing of the current account deficit namely European countries and the ongoing geopolitical
with 5.6 billion USD. Reserve assets, on the other hand, tensions in the neighborhood region are among the factors
remained almost unchanged for the whole year. that can limit the improvement in current account deficit.

Expectations

The favorable outlook in foreign trade in 2014 has enabled
current account deficit to contract significantly. It was seen
that the positive impact of lower oil prices on foreign trade
figures became evident at the end of 2014. Should the oil
prices kept their current low levels; the improvement in the
current account balance is anticipated to continue in the
forthcoming period. However, the expected recovery in

Current Account Balance (USD million)
December Jan.-Dec. %

2014 2013 2014 Change

Current Account Balance -6,816 -64,658 -45,836 -29.1
Foreign Trade Balance -6,888 -80,213 -63,960 -20.3
Services Balance 790 23,150 25,728 111
Tourism Revenues (net) 912 23,180 24,480 5.6
Income Balance -846 -8,986 -8,723 -2.9
Current Transfers 128 1,391 1,119 -19.6
Capital and Financial Accounts 7.836 61,862 43,592 -29.5
Direct Investments (net) 912 8,830 5,483 -37.9
Portfolio Investments (net) 1,218 23,986 19,987 -16.7
Assets 929 2,601 -706 -
Liabilities 289 21,385 20,693 -3.2
Equity Securities -4 842 2,559 203.9
Debt Securities 293 20,543 18,134 -11.7
Other Investments (net) 71 39,053 17,720 -54.6
Assets -368 2,370 -1,116 -
Currency and Deposits -609 4,548 267 -94.1
Liabilities 439 36,683 18,836 -48.7
Trade Credits -190 5,605 341 -93.9
Loans 1,245 21,865 17,063 37.8
Banking Sector 1,065 21,636 12,160 -43.8
Non-bank Sectors 371 1,099 5,795 427.3
Deposits -624 8,633 968 -88.8
Foreign Banks -571 7,226 169 -97.7
Foreign Exchange -1,150 6,374 -2,854 -
Turkish Lira 579 852 3,023 254.8
Non-residents 33 3,407 3,132 -8.1
Reserve Assets (net) 5,636 -9,911 468 -
Net Errors and Omissions -1,020 2,796 2,244 -19.7

Source: CBRT
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LEGAL NOTICE

This report has been prepared by Tiirkiye 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 instrument or the provision of an offer to provide investment services.
The views, opinions and analyses expressed do not represent the official standing of Tiirkiye 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, Tiirkiye 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 orin part is therefore prohibited. All rights reserved.
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