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Balance of Payments - September 2016

Economic Research Division

Current account deficit was 1.7 billion USD in
September.

Current account balance, which posted a surplus of 167
million USD in September 2015, recorded a deficit of 1.7
billion USD in the same month this year. On the other hand,
this level suggested a better outlook than markets
expected.

In the first nine months of the year, the current account
deficit widened by 1% yoy and became 24.8 billion USD. 12-
month cumulative current account deficit, however, stood
at 32.4 billion USD, the highest since December 2015. It was
also noteworthy that the current account deficit excluding
net energy trade hit the highest level in the last 30 months,
according to 12-month cumulative figures.

Current Account and Tourism Revenues
(12-month cumulative, annual % change)
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The deterioration in services balance played a significant
role in the rise in the current account deficit in September.
The surplus in services balance declined by 1.2 billion USD
on an annual basis. About 900 million USD of this fall
stemmed from the drop in tourism revenues. Indeed, net
tourism revenues shrank by 30.5% yoy while the annual
rate of decline reached almost 40% in the first nine months
of the year. The foreign trade also contributed to the rise in
current account deficit in September. Foreign trade deficit
widened by 27% yoy during this period. The fall of 5.6% in
exports was behind this performance.

Breakdown of Net Capital Inflows

FDIl is above the year-average.

Net foreign direct investments increased by 468 million
USD compared to a year-ago. Nevertheless, in January-
September period, foreign direct investments almost halved
compared to the same period of the previous year despite
the upturn observed in September.

Capital outflow in portfolio investment account...

In September, portfolio investments posted a net capital
outflow of 1.6 billion USD, the largest since November 2015.
Equities and government debt securities recorded a limited
inflow by the purchases of non-residents in this period.
Government's net payment of 2 billion USD regarding its
bond issues in international markets led the portfolio
investment account to become negative in September.

Portfolio Flows
(monthly, USD billion)
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For the first nine months, portfolio investments continued
to paint a better picture compared to the previous year. Net
portfolio investments, which had posted an outflow of 11.5
billion USD in January-September period last year, recorded
an inflow of 8.7 billion USD in the same period of this year.

Other investments...

Other investments registered a net outflow of 2.3 billion
USD in September. This mainly stemmed from the rise in
domestic banks' currency and deposits within their foreign
correspondent banks and the decline in foreign banks'

(12-month cumulative, USD million)

Breakdown of Net Capital Inflows
(%)

Dec.2015 Sep.2016 Dec.2015 Sep.2016

Current Account Balance -32,170 -32,412 - -
Total Net Foreign Capital Inflows 20,339 30,000 100.0 100.0
-Direct Investments 11,862 7,099 58.3 23.7
-Portfolio Investments -15,498 4,648 - -
-Other Investments 14,838 16,068 73.0 53.6
-Net Errors and Omissions 9,158 2,177 45.0 7.3
-Other 8 -0.1 0.0
ReservesV 11,831 2,412 - -

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

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

Source: CBRT, Datastream
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Long-term Debt Rollover Ratios
(12-month cumulative, %)
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deposits held within domestic banks as well as the net credit
repayments of banking sector amounting to 1.2 billion USD.
It is seen that banking sector has become a net credit
repayer for the last three consecutive months. Non-banking
sector, on the other hand, raised a net 245 million USD of
credit from abroad.

169

124

As 12-month cumulative figures suggested, long-term debt
rollover ratios of banking and non-banking sectors stood at
124% and 169%, respectively.

Fallinreserves...

Reserves posted a rapid decline by 4.8 billion USD in
September. Net errors and omissions registered a limited
inflow of 36 million USD in this period.

Expectations...

We believe that the risks to current account deficit are tilted
to the upside for the coming period. The widening of the
foreign trade deficit in October, revealed by the
provisionary data, supports our view. Furthermore, we
expect the current account deficit to remain under pressure
for a while longer by the fall in tourism revenues. Together
with these, the steps taken by the policymakers to increase
domestic demand and the possibility of an oil price rebound
imply that the current account deficit could widen in the
forthcoming period.

Balance of Payments _ _ (USD million)
September Jan.-Sep. % 12-Month

2016 2015 2016 Change Cumulative

Current Account Balance -1,684 -24,551 -24,793 1.0 -32,412
Foreign Trade Balance -3,235 -37,509 -30,924 -17.6 -41,529
Services Balance 2,336 19,544 11,817 -39.5 16,420
Travel (net) 2,025 17,184 10,696 -37.8 14,760
Primary Income -927 -7,422 -6,793 -8.5 -8,896
Secondary Income 142 836 1,107 32.4 1,593
Capital Account 0 -6 23 - 8
Financial Account -1,648 -12,130 -19,324 59.3 -30,227
Direct Investments (net) -719 -9,669 -4,906 -49.3 -7,099
Portfolio Investments (net) 1,589 11,495 -8,651 - -4,648
Net Acquisition of Financial Assets -26 5,230 -331 - 568
NetIncurrence of Liabilities -1,615 -6,265 8,320 - 5,216
Equity Securities 308 -1,125 738 - -532
Debt Securities -1,923 -5,140 7,582 - 5,748
Other Investments (net) 2,300 -10,181 -11,411 121 -16,068
Currency and Deposits 1,135 2,387 -3,111 - -3,417
Net Acquisition of Financial Asse 572 13,853 971 -93.0 2,086
NetIncurrence of Liabilities -563 11,466 4,082 -64.4 5,503
Central Bank -65 -731 -392 -46.4 -577
Banks -498 12,197 4,474 -63.3 6,080
Foreign Banks -353 8,861 3,695 -58.3 4,776
Foreign Exchange -617 4,658 -915 - -865

Turkish Lira 264 4,203 4,610 9.7 5,641
Non-residents -145 3,336 779 -76.6 1,304

Loans 1,201 -11,139 -5,812 -47.8 -8,382
Net Acquisition of Financial Asse 155 450 349 -22.4 691
NetIncurrence of Liabilities -1,046 11,589 6,161 -46.8 9,073
Banking Sector -1,228 5,434 -2,529 - -2,870
Non-bank Sectors 245 6,774 9,570 41.3 13,420
Trade Creditand Advances -24 -1,175 -2,505 113.2 -4,278
Other Assets and Liabilities -12 -254 17 - 9
Reserve Assets (net) -4,818 -3,775 5,644 - -2,412
Net Errors and Omissions 36 12,427 5,446 -56.2 2,177

The figures used in the table are according to the Sixth Edition of the Balance of
Payments Manual. You can find the details here.

Source: CBRT, Datastream
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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 partis therefore prohibited. All rights reserved.
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