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Current account deficit expandedinjuly.
- L Net Gold Export and CAB
The current account deficit amounted to USD 5.1 billion in (monthly, billion USD)

July. Although the deficit doubled from the same month of 1
2016 due to the low-base effect, it came in lower than
market expectations. The expansion in currentaccountwas -1
led by surge in foreign trade deficit arising from the rise in
gold importsin July.

In January-July period, the deficit picked up by 20.8% yoy to
USD 26 billion. According to 12-month cumulative figures, g
the current account deficit reached USD 37.1 billion, the
highestlevel of thelast 22 months. ® Net Gold Export -5.3
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Tourism revenues increased by 34.3% yoy toUSD 2.7 billion
ﬂ\

0« T ~ ‘\/ R NG in July. Despite the sharp increase, this amount remained
20 -9.0 below the average July figures of the 2009-2015 period
//\_' -25.8 (USD 3.1 billion). Along with a slight increase in tourism
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Recoveryintourism revenues...

0 expenses in July, net tourism revenues also rose by 40.1%
60 4 \/ﬁ/\ KB year-on-year to 2.3 billion USD.

Portfolio investments lost momentum.
-80 = Current Account Balance

———CAB (Excluding Net Energy Trade) Portfolio investments, which had a strong performance

-100 CAB (Excluding Net Gold Trade) throughout the year, recorded the lowest monthly net
2011 2012 2013 2014 2015 2016 2017 capital inflow of the year with USD 570 million. In this
Goldimports hitrecord high. period, the repayment of USD 2.3 billion of the eurobonds

issued by General Government played an important partin

According to balance of payments figures, gold imports hit i
thisdevelopment.

the highest level with USD 2.7 billion in July. As the increase

in gold exports remained relatively subdued, net gold trade Directinvestments recorded a net capital inflow of USD 1.1
constituted 82.2% of the annual expansion in current billion in July. Thus, total net direct investments reached
account deficitin July. USD 4.3 billion throughout the year. However, this amount

Goldimports put an upward pressure on the current account remained well _bEIOW the aygrage of January July over the

deficitnot onlyin July butalso throughout the year. Net gold 2008-2015 period (USD6 billion).

exports were USD 3.2 billion in the first seven months of Having fluctuated throughout the year, other investments

2016 whereas net goldimports amounting to USD 5.9 billion registered a limited inflow of USD 173 million in July. The

in the same period of 2017, playing a big part in the fact that the banking sector became a net credit payer in

expansion of currentaccountdeficit. July with USD 1.6 billion, was the main driver behind the
weak performance of otherinvestments.

Breakdown of Net Capital Inflows (12-month cumulative, USD million)
Breakdown of Net Capital Inflows

(%)
December 2016 July2017 December 2016 July 2017
Current Account Balance -32,639 -37,112 - -
Total Net Foreign Capital Inflows 33,452 26,353 100.0 100.0
-DirectInvestments 9,160 8,959 27.4 34.0
-Portfolio Investments 6,292 14,467 18.8 54.9
-OtherInvestments 6,350 -1,355 19.0 -5.1
-NetErrorsand Omissions 11,627 4,276 34.8 16.2
-Other 23 6 0.1 0.0
Reserves(1) -813 10,759 - -

Note: The numbers may not add up to total due to rounding.
(1) (-)signindicates anincrease inreserves while (+)

Source: CBRT, Datastream


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

P \
TURKIYE $ BANKASI

research.isbank

September 15, 2017

Balance of Payments - July 2017

Economic Research Division

Banking sector’'s debtrolloverratio was below 100%.

According to the 12-month cumulative figures, long-term
debt rollover ratio of the banking sector maintained its
downward trendand thusdecreased to 91%. Thelong-term
debt rollover ratio of the other sectors, on the other hand,
was 109%, having been flat in July.

Net errors and omissions recorded an inflows of USD 911
million in July. CBRT reserves contributed USD 2.4 billion to
the financing of the currentaccount deficit.

Expectations...

As the foreign trade deficit was realized as almost USD 6
billion in August according to the provisional data, rising
trend in current account deficit is likely to continue in the
coming period. On the other hand, increase in gold exports
and the recovery in tourism revenues in August could
somewhatlimitthewideningof the current accountdeficit.

Balance of Payments (USD million)
July January - july % 12-month

2017 2016 2017 Change Cumulative

Current Account Balance -5,121 -21,485 -25,958 20.8 -37,112
Foreign Trade Balance -7.267 -24,095 -29,725 234 -46,489
ServicesBalance 2,541 6,792 8,561 26.0 17,208
Travel(net) 2,278 6,332 7,586 19.8 15,214
Primary Income -621 -5,150 -6,088 18.2 -9,936
SecondaryIncome 226 968 1,294 33.7 2,105
Capital Account 11 26 9 -65.4 6
Financial Account -4,199 -17,641 -29,482 67.1 -32,830
Directlnvestments (net) -1,057 -4,461 -4,260 -4.5 -8,959
Portfolio Investments (net) -570 -9,840 -18,015 83.1 -14,467
Net Acquisition of Financial Assets -1,005 -606 -867 431 1,250
NetIncurrence of Liabilities -435 9,234 17,148 85.7 15,717
Equity Securities 488 399 2,691 574.4 3,115
DebtSecurities -923 8,835 14,457 63.6 12,602
OtherInvestments(net) -173 -10,113 -2,408 -76.2 1,355
Currency and Deposits 244 -1,023 90 - 2,901
Net Acquisition of Financial Assets -1,415 3,250 1,117 -65.6 3,247
NetIncurrence of Liabilities -1,659 4,273 1,027 -76.0 346
Central Bank -35 -232 -116 -50.0 -360
Banks -1,624 4,505 1,143 -74.6 706
Foreign Banks -1,807 3,627 512 -85.9 1,367
Foreign Exchange -1,154 -349 -513 47.0 18
Turkish Lira -653 3,976 1,025 -74.2 1,349
Non-residents 183 878 631 -28.1 -661

Loans 913 -6,919 1,502 - 3,491
NetAcquisition of Financial Assets 44 207 -190 - -168
NetIncurrence of Liabilities -869 7,126 -1,692 - -3,659
Banking Sector -1,628 -124 -2,940 2,271.0 -6,353
Non-bank Sectors 867 8,040 1,612 -80.0 3,190
Trade Creditand Advances -1,315 -2,218 -3,977 79.3 -5,075
Other Assetsand Liabilities -15 47 -23 - 38
Reserve Assets (net) -2,399 6,773 -4,799 - -10,759
Net Errors and Omissions 911 3,818 -3,533 - 4,276

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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