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Foreign trade deficit narrowed in January.

In the first month of 2015 export and import volume
declined by 0.6% and 13.7% yoy, respectively. Thus,
foreign trade deficit contracted by 37.5% yoy. Import
coverage ratiorose to 74.1% from 64.3%.
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Decline in export volume

Fall in export volume in January was broad-based. In this
period, exports of machineries and knitted goods declined
more than 10% yoy while exports of iron and steel and
electrical machinery decreased more than 20% yoy.

In line with our expectation, the weak pace of economic
activity in Eurozone started to put downward pressure on
total exports of Turkey. In fact, exports to the European
Union countries dropped by 3.4% yoy in January. Besides,
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the deceleration in exports to Russia and Iraq had continued
in the first month of 2015. On the other hand, the economic
recovery in the US and the UK were reflected positively on
Turkey's exports. In January, exports to the US and the UK
surged by 3.5% yoy and 22.3% yoy, respectively. Having
amounted to 1.3 billion USD, gold exports also limited the
fallin total export volume,.
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The favorable impact of lower oil prices on import
volume has continued.

The fall in oil prices has lowered significantly energy bill of
Turkey In January. While the quantity of oil imports rose by
27.8% yoy, the value of energy imports (classified as
Chapter 27-mineral fuels and mineral oil) decreased by
24.5% in the same period. Furthermore, moderate course of
domestic demand conditions allowed total import volume to
decline further. Indeed, a substantial fall was registered in
the main import items other than energy. Regarding the top
5 import items, imports of machineries declined by 13.2%
yoy, imports of iron and steel and plastic products receded
more than 20% yoy.

Analyzing by countries, imports from Russia, having been
ranked second after China in total imports, decreased by
22.2% yoy in January and fell below 2 billion USD for the
first time since October 2014.

Foreign Trade Balance (USD billion)

January Change

2014 2015 (%)

Exports 12.4 12.3 -0.6

Imports 19.3 16.6 -13.7

Foreign Trade Balance -6.9 -4.3 -37.5
Import Coverage Ratio (%) 64.3 74.1

Source: Turkstat
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Expectations

The weak course of economic activity in the European
countries seems to start to adversely affect Turkey's export
performance in January. However, foreign trade deficit
continued to narrow thanks to the declining imports on the
back of the moderate trend in domestic demand and lower
oil prices. The measures taken by the European Central Bank
is expected to support the economic recovery in the
Eurozone. Nevertheless, assuming that the recovery will
take some time, exports to the region is likely to remain
subdued in the first half of 2015. On the other hand, exports

to the US and the UK are expected to have a positive impact
on foreign trade performance in the short term. Also, the
low level of oil prices is expected to continue to reduce
Turkey's energy bill. As a result, the contraction in foreign
trade deficit is anticipated to continue in the forthcoming
period.
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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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