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 Central  banks’ meetings in  devel oped countries were 

high on agen da of the global economy during March.  

 Fed increased the policy rate by 2 5 basis points to 0. 75 -

1.0% at its meeting en ded on March 15. Fed members 

kept their forecasts for the pace of rate hikes as th ey 

anticipated 2 more hikes in the rest of 2017 an d 3 hikes 

in 2018. This developmen t fuel ed th e optimi sm that 

interest rate hikes woul d be at a gradual pace. 

 Recently, inflati on and economic activity in the Euro 

Area hav e posted a  better than ex pected figures. The 

annual increase in inflation in  the region  was 2% in  

February. However, th e current el ecti on process in  

major European econ omi es caused political  risks to 

elevate.  

 ECB kept its policy rate and asset purchase program on  

hold as expected, at the meeting on March 9. Draghi, the 

President of th e ECB, pointed out that the ECB had 

removed a reference from its statement that it would 

act by using all th e instrumen ts available within its 

mandate, notin g that there i s no longer that sense of 

urgency in taking further acti ons.  

 Prime Minister of the UK, Theresa May, formally started 

the process of l eaving the European Union on March 29. 

 Core consumer prices in Japan increased in the first two 

month s of the year. On the other hand, annual ri se in CPI  

remained well below th e Central Bank’s target.  

 As the Fed signaled that the rate hikes will not be faster 

than antici pated, the USD depreciated which  in turn l ed 

gold pri ces to surge.  

 

 

 

 

 

 On March 17, Moody's cu t Turkey's rating outlook from 

'stabl e' to 'negative'. Moody's, on the oth er hand, has 

kept  Turkey’s credi t rating unchanged at “Ba1”. 

 In the last quarter of 2016, Turkish  economy expanded 

by 3.5%, well abov e ex pectation s. For the full of 2016, 

the econ omy posted an annual growth rate of 2.9%.  

 In 2016, the labor mark et recorded its weak est 

performance since 2008. According to labor statistics for 

the December peri od, unemployment rate rose by 1.9 

points yoy to 12.7%, the high est lev el in almost 7 years.  

 Calendar adjusted industrial producti on continued to 

expand at a modest pace in the fi rst mon th of 2017. The 

index increased by 2.6% from a year earlier. 

 In February, ex ports decreased by 1.9% yoy. I mports,  on  

the other hand, rose by 1.6% in the same period. Thus, 

foreign trade defi cit wi den ed by 15% yoy in February.  

Low basis effect stemming from commodi ty pri ces has 

been fel t on forei gn trade figures.  

 The current account deficit widened by 561 million USD 

yoy and was 2.8 billion USD in January. Surge in foreign  

trade deficit along with the fall in touri sm rev enues were 

the main driv ers behind this dev elopment. 12 -month  

cumulative defici t rose to 33.2 billion USD.  

 The central gov ernment bu dget posted a defici t of 6.8 

billion TRY in February. While total budget revenues 

increased only by 4.9% yoy as tax revenues rose 

marginally in February, total ex pen ditures expanded by 

27% yoy du e to the rapid increase in current transfers.  

These dev elopments caused budget outlook to 

deteri orate.  

 Having ex ceeded market forecast since December 2016, 

annual rise in CPI became 11.29% in March.  
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Turkish economy grew by 2.9% in 2016.  

In the last quarter of 2016, Turkish economy ex panded by 

3.5%, well above ex pectations. The second and third 

quarter growth rates, previously announced as 4. 5% and       

-1.8%, were revised to 5.3% and -1.3%, respectiv ely. For 

the full of 2016, the econ omy posted an annual growth rate 

of 2.9%. Al though the growth rate was better than  

expected pace, i t came in bel ow i ts l ong-term average.  

Consum ption spendi ng increased rapidly in the last 

quarter. 

Consumpti on spending accel erated in th e last quarter of 

2016. Private consu mption expenditures made the high est 

contri bution to th e GDP growth by 3.4 points in this period 

while public consumpti on contributed only marginally. On 

the other hand, a large-scale revisi on of public consu mption  

expenditures in the third quarter was noteworthy.  The 

contri bution of this i tem to the growth, which was 

previ ously announced as 2.8 points, has fall en to 0.7 point.  

Considering the upward revisi on to total investmen t 

expenditures in the third quarter, i t is thou ght that some 

items classifi ed as consumpti on expenditures of the pu blic 

sector may be reclassified as investmen t spen ding. In th e 

last quarter, while investment spending kept i ts moderate 

performance, net exports continued to drag GDP down.  

For 2016  as a whole, con sumption expenditures were th e 

main driv er of the economic growth. Public and private 

consumpti on expenditures di splayed a relatively balanced 

outlook in this peri od. On the oth er hand, investments were 

remarkably weak compared to the past years as Turkey 

experienced econ omic an d poli tical uncertainties in 2016. 

Except for a few months of the year, net ex ports l owered 

the growth through out the year in the face of the slowdown  

in exports and the ri se in imports. 

Recovery in industry and agriculture sectors...  

Accordin g to production approach of GDP (chain linked 

volume index 2009=100), in dustrial  sector ex panded by 5%  

annually, contributing 1 point to the growth in the last 

quarter of 2016. The recov ery in manufacturing industry 

played a big part in this devel opmen t. Having con tracted in  

the first three quarters of 2016, agriculture sector 

recovered in the fourth quarter and played an important rol e 

in better than expected GDP growth. Constru ction sector 

Turkish Economy  

GDP Growth 

Expenditure Approach - Contributions to GDP Growth (chain linked volume index 2009=100)  (% points)

     Q1       Q2       Q3       Q4 Annual      Q1       Q2       Q3       Q4 Annual      Q1       Q2       Q3       Q4 Annual

Consumption 2.8 1.2 1.4 3.8 2.3 3.1 5.2 2.3 5.0 3.9 1.9 4.4 -0.3 3.6 2.4

   Private 1.8 1.3 1.3 3.0 1.9 3.9 4.2 2.2 3.3 3.4 0.6 2.5 -1.0 3.4 1.4

   Public 1.0 -0.1 0.1 0.8 0.4 -0.7 1.0 0.1 1.7 0.5 1.3 1.9 0.7 0.1 1.0

Investment 3.7 0.4 0.4 1.7 1.5 1.0 3.9 2.5 3.1 2.7 1.9 1.2 0.1 0.6 0.9

Change in Stock -0.6 -1.5 -0.2 0.3 -0.5 -0.2 -2.4 0.1 -1.8 -1.1 1.0 1.9 1.5 -0.4 1.0

Net Export 2.8 2.8 2.1 0.2 1.9 -0.4 0.4 0.9 1.0 0.5 -0.4 -2.2 -2.5 -0.2 -1.3

   Exports 2.9 1.5 1.9 1.1 1.8 0.6 1.0 1.1 1.1 0.9 0.3 -0.4 -2.1 0.5 -0.5

   Imports -0.1 1.3 0.2 -0.9 0.1 -1.0 -0.6 -0.1 -0.1 -0.4 -0.7 -1.8 -0.5 -0.7 -0.9

GDP 8.7 2.9 3.7 5.9 5.2 3.5 7.2 5.9 7.4 6.1 4.5 5.3 -1.3 3.5 2.9
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grew by 3.7% yoy in the last quarter and added 0.3 point to 

the growth. The services sector(1), which surged by 3% yoy 

in the fourth quarter, contributed 1.6 points to the growth.  

Recovery in  informati on and communication as well as 

finance an d insurance activiti es were decisiv e in th e 

upsurge of the services sector. In addi tion, 0.6 point 

contri bution of the n et subsidi es (taxes-su bsidi es) to th e 

growth in the last quarter was worth men tioning.  

In 2016 as a wh ole, owing to the problems related to foreign  

trade channel and high base effect, agriculture sector 

contracted by 4.1%, dragging the growth down by 0.3 point.  

Industrial sector contri buted 0.9 point to the annual growth  

in this period. The construction sector, which recorded an  

expansi on even in the third quarter wh ereas the economy 

contracted, added 0.5 point to 2016 growth,  surging by 

7.2% yoy. In  additi on to financial services, real estate, 

professi onal support, education, human health and social  

work activiti es exhibi ted a posi tive ou tlook in 2016.  

Accordin gly, services sector made the highest con tribu tion  

to the growth by 1.3 points.  

Expectations  

Despite the stron ger -than-expected pickup in growth, 

Turkish economy had th e weakest growth performance in  

2016 since the gl obal cri sis. Nati onal income per capita,  

which exceeded 12 th ousand USD in both 2013 and 2014, 

fell to 10.8 thousand U SD in 2016 also du e to th e 

depreciati on in Turkish Lira. In spite of the slowdown in  

econ omic activity in 2016, there has been n o i mprovemen t 

in the current account defici t/GDP rati o owing to the drop in  

tourism rev enues. Th e budget defi cit/GDP  ratio rose sligh tly 

on th e ground of the steps taken by the pu blic sector to 

support the economic activity. In this peri od, the EU defined 

public debt stock surged by 14% yoy and thus th e debt 

stock/GDP ratio reached 28.3%. Although recen t data 

indicated a limi ted deteriorati on in these figures, Turkish  

econ omy maintained its strong positi on in terms of budget 

and public debt outl ook compared wi th peer countri es.  

We think that Turkish economy will exhibit more favorabl e 

performance in 2017 compared to the previous year on th e 

back of the easing macropru dential measures an d steps 

taken by gov ernment to stimulate econ omic activi ty.  

However, we anti cipate that th e ongoing uncertainties 

surrounding the gl obal economic ou tlook an d geopoliti cal  

risks will pu t downward pressure on  the growth. In this 

framework, we esti mate that th e growth rate will be around 

3-3.5%, remaining below its long-term av erage.  

Turkish Economy  

Demand and Supply Conditions 

Basic Macroeconomic Indicators

2014 2015 2016

GDP Growth (%) 5.2 6.1 2.9

GDP (billion TRY) 2,044 2,338 2,591

GDP (billion USD) 935 861 857

Per Capita GDP (USD) 12,112 11,014 10,807

Current Account Deficit/GDP (%) 4.7 3.7 3.8

Budget Deficit/GDP (%) -1.1 -1.0 -1.1

EU Defined Debt Stock/GDP (%) 28.6 27.5 28.3

Investments/GDP (%) 28.9 29.7 29.8

Banking Sector Assets/GDP (%) 97.5 100.9 105.4

Loan Volume/GDP (%) 60.7 63.5 66.9

Deposit Volume/GDP (%) 51.5 53.3 56.1

(1) Services sector constitutes of the information and communication, financial and insurance activities, real estate activit ies, professional, administrative and 
support service activities, public administration, education, human health and social work activities and other service activ ities 
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Unemployment rate became 12.7% in December  2016. 

In 2016, labor market recorded its weakest performance 

since 2008. According to the labor statisti cs for the 

December period, the unemployment rate rose by 1.9 points 

yoy to 12.7%, the highest level in almost 7 years. Total  

empl oyment increased by only 221 thousand persons on  

annual basis whereas labor force surged by 888 th ousand 

persons. In this period, the number of unemployed peopl e 

rose by 668 th ousand and became 3.9 million. It was 

noteworthy that youth unemployment rate increased by 4.8 

points 2016 from a year earlier and reached 24% in 

December.  

According to the annual labor force statistics, the 

unemployment rate was realized as 10.9% in 2016. 

The rise in industrial production continued.  

Calendar adjusted industrial production continued to ex pand 

at a modest pace in the first month of 2017. The index 

increased by 2.6% compared to the same month of the 

previous year.  The strong performance of motor vehicles 

production prevailed in the first month of the year. Food 

production also made a signifi cant contri bution to the 

industrial production growth. Motor vehicles and food 

production added 1.9 and 1.1 percentage points to the 

manufacturing industry. Most of the sub-sectors’  

contributi on to the production  remained relatively flat. On  

the other hand, the declines in the wearing apparel s and 

textile sectors were remarkabl e.  

Housing and automotive sectors… 

Housing sales in Turkey fell by 0.2% in February compared to 

the same period of the previous year. In this peri od, sales 

financed by credit, described as mortgaged sales, pi cked up 

by 27% yoy while other sales dropped by 11.9% yoy. In  

January-February period, housing sales showed a moderate 

outlook due to the regulati ons on housing loans. Total  

housing sales ex panded by 5. 7% yoy in the first two months.  

Mortgaged sal es surged by 30.9% yoy in this period.  

Domestic automobil e demand performed weakly during the 

first two months of 2017. Besides, positiv e outlook of 

automotive export was a bigger determinant of au tomotiv e 

production.  

Manufacturing PMI was above the threshold for the 

first time in 13 months. 

Manufacturing PMI rose to 52.3 in March, indicating that 

conditions in the sector i mproved for the first time after 13  

months. All sub items of the index, especially output, sh owed 

a positiv e outlook. The rapid increase in the index confirmed 

the view that economic activity accelerated in the first 

quarter of 2017.  

Recovery in confidence indices… 

Confidence indices recov ered in March. Real sector 

confidence index reached 108.1 due to the improv ement in  

expectations for empl oyment and production volume for 

next 3 months.  

Consumer confi dence index rose by 3.2% yoy in March. This 

devel opment was led by the steps taken to support 

economic activity. Indeed, assessmen ts regarding the 

convenience of current peri od for buying durabl e 

consumption goods improved thanks to SCT reduction. Also, 

expectations that consumer pri ces would decline in response 

to the tigh t liquidity policy of the CBRT have strengthened.  

 Source: Datastream, Turkstat, CBRT, Markit,  

Turkish Economy  

Demand and Supply Conditions 
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Turkish Economy 

Foreign Trade Balance 

Foreign trade deficit kept widening. 

In February, exports decreased by 1.9% compared to the same 

month of the previous year. Imports, on the other hand, 
increased by 1.6% in the same period. Thus, foreign trade 

deficit widened by 15% in February compared to the same 

month of 2016. 

Analysis of 12-month cumulative figures indicated that export 

volume lost momentum in February after posting a rise in 

January. The contraction in import volume also continued to 

lose pace. 

Widespread export declines across sectors… 

Upward trend in export volume across the sectors seen in 

January has reversed in February. Only 3 of the top 10 sectors 

were able to increase their exports on an annual basis. 

Manufacture of motor vehicles kept its first place among 

sectors as its exports surged by 13% in February from a year 

earlier. Due to the rise in commodity prices, iron-steel  and 

mineral fuels were the two sectors that recorded increases in 

their export volumes. Exports of precious metals and stones, 

being 1.7 billion USD in February 2016, posted an annual decline 

of 44.5% in the same period of 2017. Therefore, the sector has 

fallen to third rank. 

Analyzing the country groups, it is seen that exports to the 

Middle Eastern countries kept increasing in February. It is 

noteworthy that exports to the United Arab Emirates (UAE) in 

February have almost tripled compared to the same month of 

the previous year. Thus, UAE became the second largest export 

market after Germany in February. However, exports to the EU 

countries contracted by 3.2%. The 33.4% drop in exports to the 

UK has stood out. 

As Russia has been high on agenda with the trade restrictions 

on Turkish goods, exports to Russia continued to perform 

weakly in February compared to the previous years. We 

anticipate that the current level of exports is likely to be 

sustained if no improvement is seen in the upcoming period. 

Rise in energy imports… 

Energy imports rose in February after jumping in January. 

Import volume of mineral fuels and oils became the biggest 

import item, picking up by 42.8% yoy. The upsurge in imports of 

precious metals and stones was also a remarkable 

development. While imports of intermediate goods increased 

due to the upward movement in energy prices, imports of 

capital and consumption goods decreased.  

Expectations 

Depreciation in TRY has limited impact on export performance 

of Turkey as the problems in our major export markets have 

prevailed. Taking the fading positive effect of commodity prices 

on imports into consideration, we expect that foreign trade 

deficit will continue to widen in the coming period. This 

development with the weak tourism revenues signal that 

current account deficit might follow an upward trend.  

Foreign Trade Balance

Change Change

2016 2017 (%) 2016 2017 (%)

Exports 12.4 12.1 -1.9 21.9 23.4 6.7

Imports 15.6 15.8 1.6 29.0 31.4 8.2

Foreign Trade Balance -3.2 -3.7 15.0 -7.1 -8.0 12.7

Import Coverage Ratio (%) 79.4 76.7 - 75.5 74.5 -
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Current account deficit was in line with expectations.  

The current account defi cit widened by 561 million USD yoy 

and was realized as 2.8 billion USD in January.  Surge in  

foreign trade defici t alon g with th e fall in touri sm rev enues 

were the main drivers behind the ex pansion of CAD.  

Accordin g to 12-mon th cumulativ e figures, current account 

deficit rose by 4.1%  yoy to 33.2 billion U SD as of 

January.  Excluding net energy and gold trade, on the oth er 

hand, the deficit recorded a contraction, al bei t sligh tly.  

Foreign trade deficit has widened. 

Accordin g to the balance of paymen ts fi gures, despi te the 

recovery in exports, the 2.3 billion USD annual rise in 

imports led the CAD to surge in January. In this peri od, gol d 

import and export represented a relatively balanced 

outcome.  

Having pu t upward pressure on the curren t account defici t 

throughou t 2016, touri sm rev enues k ept th eir weak  

performance in the first month of 2017 as well. Net tourism 

revenues fell by 17. 5% from a year earlier. It was 

noteworthy that th e number of tourists from the European  

countries dropped in January while the number of Russian  

tourists pick ed up signifi cantly on the back  of the 

normalizati on of the relation s between Turkey and Russia.  

However, the total number of touri sts decreased by more 

than 100 thousand persons on an annual basis in January, 

falling to 1.2 million person s.  

Capital inflows in portfolio investments…  

After recording a n et inflow of 6.4 billion USD in  2016, 

portfolio investmen ts regi stered 1.6 billion USD capi tal  

inflows in January. In this period, non -residents recorded net 

purchases of 649 million USD in equity securiti es while th ey 

sold 802 million USD in gov ernment debt securiti es market.  

On the oth er hand, Treasury’s Eurobond i ssues, which  

amounted to 2 billion USD, made a signi ficant contri bution  

to the financing of th e CAD in January.  

Loss of momentum in FDI… 

Foreign direct investment continued to decelerate in the 

first month of 2017 as was the case in 2016. Net direct 

investments halv ed in January compared to the same month  

of the previous year, amounting to 360 million U SD. In this 

peri od, n et real estate investmen ts al so dropped by 24. 5%  

to 280 million USD. Azerbaijan an d Netherlan ds had the 

highest shares in foreign direct investments towards 

Turkey that came in at 28.7% an d 23.7% respectively.  

Capital outflows from  other investments...  

Other investments, which contribu ted notably to the 

financing of th e defi cit by 6. 7 billion U SD in 2016, recorded a 

net capital ou tflow of 534 million USD in January. In this 

peri od, capital outflows, n et 2.1 billion U SD, were regi stered 

under currency and deposits item. However, 1.5 billion USD 

was obtained from abroad via loan s and trade credits. 

Source: Datastream, CBRT 

Turkish Economy 

Balance of Payments 

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

Dec. 2016 Jan. 2017 Dec. 2016 Jan. 2017

Current Account Balance -32,118 -33,163 - -

Total Net Foreign Capital Inflows 20,287 31,958 100.0 100.0
    -Direct Investments 12,455 8,687 61.4 27.2

    -Portfolio Investments -15,719 9,036 -77.5 28.3

    -Other Investments 13,374 2,595 65.9 8.1

    -Net Errors and Omissions 10,198 11,648 50.3 36.4

    -Other -21 -8 -0.1 0.0

Reserves(1) 11,831 1,205 58.32 3.77

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

(1) (-) sign indicates an increase in reserves while (+) sign indicates a decrease.
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In January, banking sector became a net borrower in sh ort -

term wi th 203 million USD while being a net credi t payer in  

long-term. A similar pattern has been seen in other sectors.  

Accordin g to 12-mon th cumulativ e fi gures, banking sector 

was a net credi t payer in short-term wi th 5.9 billion USD 

whereas it was a net borrower in lon g-term wi th 3 billion  

USD. Thus, long-term debt rollov er ratio of the sector 

remained flat at 109% in January. The rati o for the oth er 

sectors became 144% in this period.  

Reserves made a significant con tributi on to the financing of 

the defici t by falling 2.1 billion USD in January while 687 

million USD capi tal outflows were recorded under net errors 

and omissi ons item. 

Expectations… 

The declining tren d in foreign  trade deficit has come to an  

end al ong with the stabilization of energy pri ces. Al though  

the depreciation in TL may su pport the ex port performance 

in the short term, geopoliti cal developments and the recent 

problems wi th the EU mi ght put an upward pressure on the 

current account defici t via capital  fl ows and tourism 

revenues. In light of these dev elopments, we antici pate that 

the mild pick up in the current account deficit may continue 

in the forth coming peri od.  

 

 
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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Balance of Payments (USD million)

% 12-Month

2016 2017 Change Cumulative

Current Account Balance -2,201 -2,762 25.5 -33,163
    Foreign Trade Balance -2,685 -3,105 15.6 -41,247

    Services Balance 810 578 -28.6 15,193

        Travel (net) 714 589 -17.5 13,835

    Primary Income -441 -399 -9.5 -8,947

    Secondary Income 115 164 42.6 1,838

Capital Account 15 -16 - -8

Financial Account -3,286 -3,465 5.4 -21,523
    Direct Investments (net) -789 -360 -54.4 -8,687

    Portfolio Investments (net) 1,096 -1,584 - -9,036

        Net Acquisition of Financial Assets 309 24 -92.2 1,162

        Net Incurrence of Liabilities -787 1,608 - 10,198

            Equity Securities -261 649 - 1,733

            Debt Securities -526 959 - 8,465

    Other Investments (net) -3,556 534 - -2,595

        Currency and Deposits -2,999 2,077 - 6,908

            Net Acquisition of Financial Assets -639 3,341 - 9,404

            Net Incurrence of Liabilities 2,360 1,264 -46.4 2,496

                Central Bank -18 -8 -55.6 -466

                Banks 2,378 1,272 -46.5 2,962

                    Foreign Banks 2,440 1,512 -38.0 3,554

                        Foreign Exchange 706 556 -21.2 32

                        Turkish Lira 1,734 956 -44.9 3,522

                    Non-residents -62 -240 287.1 -592

        Loans -268 -639 138.4 -5,691

            Net Acquisition of Financial Assets 390 -57 - -216

            Net Incurrence of Liabilities 658 582 -11.6 5,475

                Banking Sector 48 187 289.6 -2,870

                Non-bank Sectors 724 225 -68.9 8,982

        Trade Credit and Advances -391 -901 130.4 -3,815

        Other Assets and Liabilities 102 -3 - 3

    Reserve Assets (net) -37 -2,055 5,454.1 -1,205

Net Errors and Omissions -1,100 -687 -37.5 11,648

January

https://ekonomi.isbank.com.tr/
https://ekonomi.isbank.com.tr/en/
http://www.tcmb.gov.tr/wps/wcm/connect/2127b5a7-12ca-4e1f-ae22-210f7b775b2b/BPM6_Ingilizce.pdf?MOD=AJPERES&CACHEID=2127b5a7-12ca-4e1f-ae22-210f7b775b2b
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Budget gave deficit in February.  

The central gov ern ment budget, which gav e 2.4 billion TRY  

surplus in February 2016, posted a defici t of 6.8 billion TRY  

in the same mon th of this year. The budget, which gav e 

primary surplus of 6.5 billion TRY in February of last year,  

has recorded a deficit of 1.8 billion TRY in th e same month of 

this year. Total budget revenues increased only by 4.9%  

yoy as tax rev enues rose marginally in February. Total  

expenditures expan ded by 27% yoy due to the rapi d 

increase in current transfers. These devel opmen ts caused 

budget outl ook to deteriorate.  

During the first two mon ths of the year, on the oth er hand, 

the budget gav e a surplus of 4.6 billion TRY albeit a small er 

one than a year ago.  

Tax revenues r ose by 4.3%  

In February, weak increase in tax  revenues was attri butabl e 

to the 4.3% decline in revenues collected from domestic 

taxes on goods and services.  Especially the fall in the 

revenues from tobacco products, by 53.4%,  was noti ceably 

felt on  tax  revenues. In addi tion, the revenues from motor 

vehicles tax es dropped and thus negatively affected tax  

revenues. 

The tax es on  profi ts and earnings displayed a better 

performance with a ri se of 13% in February. The increase in  

VAT on imports rev enues also drov e up tax rev enues.  

Despite th e loss of momentu m in tax revenues in February, 

budget rev enues picked up by 15.6%  yoy during January -

February period. Rev enues collected from the restructuring 

of public receivabl es amounted to 1. 8 billion TRY  in this 

peri od.  Having been recorded as 4.2 billion TRY  in January, 

the privatization revenues limited the deteriorati on of the 

budget ou tlook. On the other hand, as th e privatization  

revenues are started to be transferred to the Turkiye 

Wealth Fund, the contri bution of privatization rev enues to 

the revenues will di sappear in the coming peri od.  

Budget expenditures expa nded by 27% .  

Transfers made to the Social Security Institu tion (SSI) by the 

Treasury in February l ed to a si gnifican t increase in budget 

expenditures. In addi tion to the five-poin t reducti on made 

on the employer's insuran ce con tributi on, the transfers for 

the social security defici t finance put 7. 7 billion TRY burden  

on the bu dget in February.  In th e same month  of the 

previ ous year,  the said amount was reali zed as 3.6 billion  

TRY. Moreov er, interest ex pen ditures surged by 1 billion  

TRY in this period.  

Expectations  

The impact of the transfer of some govern men t stakes and 

privati zati on revenues to Turkiye Weal th Fund mi ght felt on  

budget revenues in the coming period.  Besides, it will be a 

significan t factor for the bu dget ou tlook that whether the 

weak performan ce of tax  rev enues in February will continue 

or not. Taking into consideration the recent steps to support 

econ omic activity, the ri sing trend in budget expenditures is 

expected to persi st in the coming period.  

 

 

Turkish Economy 

Budget Balance 

3.1
2.2 1.8

8.3
7.8

6.1

11.0

2.1

4.2

0

2

4

6

8

10

12

201 0 201 1 201 2 201 3 201 4 201 5 201 6 Ja n-Feb.

201 6

Ja n-Feb.

201 7

Privatization Revenues

(billion TRY)

2010-2016 avr.

5.7 billion TRY

5.8
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7.2
6.56.1

11.2

3.4

6.7
7.3

Income Tax Corpora tion

Tax

Domestic VAT Special

Consumption

Tax

VAT on Imports

Tax Revenues

(billion TRY)

Feb-16

Feb-17

Central Government Budget (billion TRY)

% % 2017 Budget Real./

2016 2017 Change 2016 2017 Change Target Target (%)

Expenditures 42.3 53.7 27.0 84.8 101.1 19.2 645.1 15.7

  Interest Expenditure 4.1 5.1 23.3 9.7 11.7 19.9 57.5 20.3

  Non-Interest Expenditures 38.2 48.7 27.4 75.1 89.4 19.1 587.6 15.2

Revenues 44.7 46.9 4.9 91.4 105.7 15.6 598.3 17.7

  Tax Revenues 38.4 40.0 4.3 78.0 88.4 13.3 511.1 17.3

  Other Revenues 6.4 6.9 8.5 13.4 17.3 28.8 87.2 19.8

Budget Balance 2.4 -6.8 - 6.6 4.6 -30.6 -46.9 -

Primary Balance 6.5 -1.8 - 16.4 16.3 -0.5 10.6 152.7

Numbers may not add up total value due to rounding.

February        January February

https://ekonomi.isbank.com.tr/
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 Source: Datastream, Turkstat 
 

CPI came in above the ex pectations.  

In March, CPI increased by 1.02% mom, beating market 

expectation s. According to th e Reu ters surv ey, monthly CPI  

inflation had been antici pated to be 0.6%. Domesti c PPI (D-

PPI) also rose by 1.04% mom in March. 

Annual inflation hit an eight a nd a  half year high...  

Having ex ceeded market forecast since December 2016, 

annual rise in CPI  became 11.29% in March. Thus, annual CPI  

inflation reached i ts high est lev el since October 2008, when  

global cri sis erupted. The annual increase in the D-PPI,  

which hovered around 4% on average during 2016, 

accel erated since the end of 2016 and was 16.09% in  

March. Annual D-PPI inflation al so pick ed up to a nine-year 

high. 

Inflation was mainly driven by clothing a nd food 

prices.  

Prices in almost all expendi ture su b-grou ps posted monthly 

rises in March. Food and non -alcoh olic beverages prices 

climbed by 1.93% mom, pushed the inflation up by 42 basis 

points. Clothing prices increased due to th e seasonal factors 

and contri buted 15 basi s points to the inflation. Despi te the 

decline in energy prices, transportati on prices added 9 basis 

points to inflati on owing to the escalation in transportation  

services prices. Increase in household equipment pri ces was 

worthy of attention despi te the reducti on in special  

consumpti on tax on durable hou sehol d equipment.  

Seasonal factors had an upward impact on CPI in March.  

Excluding seasonal produ cts, monthly and annual inflation  

fell to 0. 74% and 10.79%, respectively.  

Core inflation indicators continued to deteriorate in March. 

Indeed, th e annual rise in D index, which ex cludes 

unprocessed food, alcoholic beverages and tobacco, 

reached the highest l evel s of last 5 years with 9.75%.  

Energy prices limited the i ncrease in D-PPI. 

Commodity prices in TRY terms exhibi ted a flat course in 

March after recording 2.4% monthly decline in February.  

Accordin gly, th e increase in D-PPI was restrained to some 

extent in March. Contraction in the prices of cok e and refine 

petrol eum products, electrici ty and gas groups lowered the 

increase in D-PPI by 30 basi s points. On the other hand, 

almost hal f of the mon thly rise in th e D-PPI inflation was 

driven by the upsurge in the prices of tex tile and basic 

metals.  

Expectations... 

Despite temporary tax reducti ons, inflation remain ed at 

doubl e-digit lev els due to the lagged effects of the 

depreciati on in the TRY.  We anticipate that it will prevail in  

the first half of the year wi th the help of th e partial recovery 

in deman d con dition s. If th e recen t TRY appreciati on is 

permanent, a sligh t i mprovemen t might be recorded in  

inflation in the second half of the year also thanks to base 

effect.  

March

(change %) 2016 2017 2016 2017

Monthly -0.04 1.02 0.40 1.04

Year-to-Date 1.75 4.34 0.75 6.38

Annual 7.46 11.29 3.80 16.09

Annual Average 7.96 8.21 5.64 6.89

    D-PPICPI
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Further tightening from the CBRT...  

The CBRT raised the late liquidi ty window (LON) interest 

rate by 75 basis points to 11. 75%  while keeping the oth er 

interest rates unchanged at its meeting hel d on March 16.  

CBRT stated that the monetary tigh tening would 

strength en in order to contain the deterioration in the 

inflation outlook. The Cen tral Bank also reiterated that 

further monetary ti ghtening will be delivered, i f needed.  

The wei ghted average cost of th e CBRT fundin g (W AFR)  has 

exceeded the 11.3% following the Cen tral Bank’s latest 

mov e. As a result, WAFR has increased by around 300 basis 

points since the end of 201.  

Moody's c ut Turkey's rating outlook to negative.  

On March 17, credi t rating agency Moody's lowered the 

outlook of Turkey's credi t rating from 'stable' to 'negative',  

due to the weaker growth ou tlook, the continuing erosion  

of instituti onal strength, h eightened pressures on Turkey's 

public and ex ternal accounts. Moody's has also affi rmed the 

Turkey’s rating at “Ba1”.  

Moody's stated that since the last rating action in  

September, domestic and external pressures on Turkey's 

credit profile have risen materially. This indicated that the 

impact of ongoing politi cal and geopolitical tensions on  

domestic con fidence, and the hei ghten ed external  

pressures that led to a steep depreciation of the TRY and 

high inflation would suppress growth in the near-term 

relativ e to expectati ons last year.  

Fluctuations i n USD/TRY …  

In March, meetings of th e central banks of the dev eloped 

countries, especially the Fed, came in to focus in global  

markets. Along wi th the election agenda in the Europe, this 

dev elopment caused fluctuations in the mark ets  in the first 

half of the month. As the Fed signaled that there would be 

no pick-up in the pace of monetary tigh tening following the 

Fed meeting in mid-March have created a positiv e 

atmosphere in global markets.  

USD/TRY, which remained under pressure until mi d-March, 

followed a downward course also thanks to the furth er 

tightening of the CBRT after th e Fed meeting. In addi tion, 

the wi thdrawal of the heal thcare bill in th e United States led 

to depreciation of the US dollar in international markets.   

This also had a posi tive impact on domesti c mark ets as well.  

On the other hand, Moody's’ cut of Turkey’s ratin g outlook  

put upward pressure on the TRY, albeit li mited. As of March  

31, USD/TRY rose by 0.4%  to 3.64 compared to th e en d of 

February.  

BIST-100 index ... 

Despite l osing pace, the favorabl e performance of BI ST-100 

index continued in March. As of March  31, the index  

increased by 1. 7% to 88,947 compared to the end of 

February.  

The risk premiu ms of emerging countri es, including Turk ey, 

fell after the Fed meeting spurred opti mism. In March, 

Turkey's CDS risk  premium came down to its l owest lev el  

since July 15.  

The compound interest rate of the 2-year benchmark bond, 

which has ended February at 11.09%, rose to 11.30% as of 

March 31.  

 Source: CBRT, Reuters, Datastream        
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Deposit volume posted a n annual rise of 18.1%.  

Accordin g to BRSA’s Weekly Bulletin, as of March 24 deposi t 

volume ex panded by 18.1% compared to the same period of 

2016 and reached 1,604 billion TRY. The growth rate in  

deposi t volume became 7.0% in this peri od, according to 

the ex change rate adjusted figures .  

TRY deposits posted an annual increase of 14.8% as of 

March 24. On th e other hand, FX deposi ts in U SD terms hav e 

been on a downward tren d since June 2016. As of March 24, 

FX deposits in USD terms fell by 2.6% compared to the same 

peri od of the previ ous year. Due to the depreciation of TRY, 

FX deposit v olume pick ed u p by 22.1% in this period. 

Loan growth gained m omentum. 

Loan volu me con tinued to ex pand thanks to the rise in the 

FX rates and the strong growth in TRY loan volume. As of 

March 24, total l oan v olume increased by 19.9% yoy and 

surged to 1,836 billion TRY. According to the exchange rate 

adjusted fi gures, credi t volume grew by 11.5% in this 

peri od. TRY loan volume rose by the most since December 

2015, ex panding by 16.0%. FX credi ts in USD terms 

recorded an increase of 2.1% in the same peri od.  

 

 

Consumer  loans… 

The pace of growth in housing l oans continued to 

accel erate. As of March 24, housing l oans recorded the 

fastest growth rate since October 2015, surging by 17.1%  

yoy. Thus, th e share of housing l oans in total consumer 

loans continued to ri se,  reaching the high est lev el since May 

2007 with 49.1%. Personal finance loans increased by 

9.8% in the same peri od. Vehicle loan, on the other hand, 

has con tinued to l ose momentu m since January.  

Net FX position… 

As of March 24, banks’  on-balance sh eet FX positi on was       

(-) USD 40,590 million while off-balance sheet FX posi tion  

realized as (+)USD 40,197 million. Hence, banking sector’s 

net FX position became ( -)USD 393 million. The banking 

sector has carried net open FX positi on since October.  

  

 

  
Source: BRSA Weekly Bulletin 
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As wi dely expected, the Fed raised the policy rate at its 

meeting held in March thanks to th e favorable outl ook in the 

US economy. The announcements following the meeting 

showed that the pace of interest rate increases would be 

gradual. On the oth er hand, political risk s con tinue to be a 

major source of uncertainty surrounding the global  

econ omy. After failing to pass healthcare bill, th e polici es of 

the Trump administration remained unclear. Besi des, 

growing populism in Europe creates concern. The l ooming 

elections in the two biggest econ omi es of th e region, 

namely France and Germany, shifts focus to the poli tical  

dev elopments. In parti cular, the el ecti ons in France have a 

great importance for th e future of the EU. All these 

dev elopments indi cate that politi cal ev ents will be a top 

item on the econ omic agenda through out 2017. 

The sign s of recov ery in domestic economic activity hav e 

strength ened recently. We think that economi c growth will  

show a better performance this year compared to the 

previ ous year wi th the help of the steps taken to increase 

domestic demand. However, we an ticipate that the ongoing 

uncertainti es in the global econ omic outl ook  and 

geopolitical dev elopments will continue to ex ert downward 

pressure on growth.  

 

Our reports are  available on our website https://researc h.isbank .com.tr  

Forecasts (%) 2016 [R] 2017

Growth 2.9 3.3

CA Deficit/GDP 3.8 4.2

Inflation 8.5 9.0

(R) Realization

Year-end forecast for inflation

Concluding Remarks 

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


 

 

Turkish Economy at a Glance 

April 2017 13 

Growth 

Industrial Production and Capacity Utilization Ratio 

Foreign Trade and Current Account Balance 

Inflation 

 

 
Source: CBRT, Datastream,Turkstat  
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Labor Market 

FX Market 

Risk Indicators 

Interest Rates 

 Source: BIST, CBRT, Datastream, JP Morgan, Reuters,Turkstat  
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Bond-Bill Market 

CBRT’s Survey of Expectations and Other Leading Indicators 

(R) Realization  Source: BIST, CBRT, Datastream, Economic Research Division, Treasury  
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Growth 2012 2013 2014 2015 2016 17-Q1 17-Q2 17-Q3

  GDP (USD billion) 871 950 935 861 857 - - -

  GDP (TRY billion) 1,570 1,810 2,045 2,338 2,591 - - -

  GDP Growth Rate (%) 4.8 8.5 5.2 6.1 2.9 - - -

Inflation (%) Jan-17 Feb-17 Mar-17

  CPI (annual) 6.16 7.40 8.17 8.81 8.53 9.22 10.13 11.29

  Domestic PPI (annual) 2.45 6.97 6.36 5.71 9.94 13.69 15.36 16.09

Oct-16 Nov-16 Dec-16

  Unemployment Rate (%) 8.8 9.1 10.4 10.2 12.0 11.7 11.8 12.0

  Labor Force Participation Rate (%) 48.5 48.5 50.9 51.6 52.4 52.3 52.5 52.4

Jan-17 Feb-17 Mar-17

  CPI Based Real Effective Exchange Rate 110.3 100.3 105.0 97.5 92.0 87.6 88.9 89.4

  USD/TRY 1.7819 2.1323 2.3290 2.9207 3.5223 3.7908 3.6110 3.6394

  EUR/TRY 2.3508 2.9370 2.8297 3.1867 3.7132 4.0595 3.8256 3.8886

  Currency Basket (0.5*EUR+0.5*USD) 2.0664 2.5347 2.5794 3.0537 3.6178 3.9252 3.7183 3.7640

Dec-16 Jan-17 Feb-17

  Exports 152.5 151.8 157.6 143.8 142.5 142.5 144.3 144.0

  Imports 236.5 251.7 242.2 207.2 198.6 198.6 200.8 201.0

 Foreign Trade Balance -84.1 -99.9 -84.6 -63.4 -56.1 -56.1 -56.5 -57.0

  Import Coverage Ratio (%) 64.5 60.3 65.1 69.4 71.8 71.8 71.9 71.7

Nov-16 Dec-16 Jan-17

  Current Account Balance -48.0 -63.6 -43.6 -32.1 -32.6 -33.4 -32.6 -33.2

  Capital and Financial Accounts -48.9 -62.1 -41.6 -21.9 -21.3 -26.6 -21.3 -21.5

     Direct Investments (net) -9.5 -9.3 -5.8 -12.5 -9.1 -9.1 -9.1 -8.7

     Portfolio Investments (net) -41.0 -24.0 -20.1 15.7 -6.4 -7.3 -6.4 -9.0

     Other Investments (net) -19.2 -38.8 -15.3 -13.4 -6.7 -11.3 -6.7 -2.6

     Reserve Assets (net) 20.8 9.9 -0.5 -11.8 0.8 1.1 0.8 -1.2

  Net Errors and Omissions -0.9 1.6 2.0 10.2 11.2 6.8 11.2 11.6

  Current Account Balance/GDP (%) -5.5 -6.7 -4.7 -3.7 -3.8 - - -

Dec-16 Jan-17 Feb-17

  Expenditures 361.9 408.2 448.8 506.0 583.7 583.7 47.3 101.1

     Interest Expenditures 48.4 50.0 49.9 53.0 50.2 50.2 6.6 11.7

     Non-interest Expenditures 313.5 358.2 398.8 453.0 533.4 533.4 40.8 89.4

  Revenues 332.5 389.7 425.4 483.4 554.4 554.4 58.8 105.7

     Tax Revenues 278.8 326.2 352.5 407.5 458.7 458.7 48.4 88.4

  Budget Balance -29.4 -18.5 -23.4 -22.6 -29.3 -29.3 11.4 4.6

  Primary Balance 19.0 31.4 26.5 30.4 21.0 21.0 18.0 16.3

  Budget Balance/GDP (%) -1.9 -1.0 -1.1 -1.0 -1.1 - - -

Dec-16 Jan-17 Feb-17

  Domestic Debt Stock 386.5 403.0 414.6 440.1 468.6 468.6 473.5 478.6

  External Debt Stock 145.7 182.8 197.5 237.5 291.0 291.0 326.7 304.5

  Total Debt Stock 532.2 585.8 612.1 677.6 759.6 759.6 800.2 783.1

(1) 12-month cumulative

(2) Year-to-date cumulative

(3) According to Central Government Budget

Central Government Debt Stock (TRY billion)

Seasonally Adjusted Labor Market Figures

FX Rates

Foreign Trade Balance(1) (USD billion)

Balance of Payments(1) (USD billion)

Budget(2)(3) (TRY billion)
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 Source: CBRT, Datastream, Ministry of Finance, Reuters,Treasury, Turkstat 
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(TRY billion) 2012 2013 2014 2015 2016 Jan.17 Feb.17 Change(1)

TOTAL ASSETS 1,370.7 1,732.4 1,994.3 2,357.4 2,731.0 2,866.4 2,819.8 3.2

  Loans 794.8 1,047.4 1,240.7 1,485.0 1,734.3 1,804.2 1,788.2 3.1

     TRY Loans 588.4 752.7 881.0 1,013.4 1,131.4 1,154.0 1,176.0 3.9

        Share (%) 74.0 71.9 71.0 68.2 65.2 64.0 65.8 -

     FX Loans 206.4 294.7 359.7 471.5 602.9 650.2 612.2 1.5

        Share (%) 26.0 28.1 29.0 31.8 34.8 36.0 34.2 -

    Non-performing Loans 23.4 29.6 36.4 47.5 58.2 59.5 60.3 3.7

    Non-performing Loan Rate (%) 2.9 2.8 2.9 3.1 3.2 3.2 3.3 -

  Securities 270.0 286.7 302.3 329.7 351.6 364.5 360.2 2.5

TOTAL LIABILITIES 1,370.7 1,732.4 1,994.3 2,357.4 2,731.0 2,866.4 2,819.8 3.2

  Deposits 772.2 945.8 1,052.7 1,245.4 1,453.6 1,499.8 1,484.2 2.1

     TRY Deposits 520.4 594.1 661.3 715.4 845.1 833.0 832.3 -1.5

        Share (%) 67.4 62.8 62.8 57.4 58.1 55.5 56.1 -

     FX Deposits 251.8 351.7 391.4 530.0 608.5 666.9 651.8 7.1

        Share (%) 32.6 37.2 37.2 42.6 41.9 44.5 43.9 -

  Securities Issued 37.9 60.6 89.3 97.8 116.3 122.6 119.0 2.4

  Payables to Banks 173.4 254.2 293.2 361.3 417.6 448.5 436.9 4.6

  Funds from Repo Transactions 79.9 119.1 137.4 156.7 137.8 98.0 98.3 -28.6

SHAREHOLDERS' EQUITY 181.9 193.7 232.0 262.3 300.3 308.4 315.0 4.9

  Profit (Loss) of the Period 23.5 24.7 24.6 26.1 37.5 3.7 8.5 -

RATIOS (%)

  Loans/GDP #BAŞV! 66.7 68.6 63.5 66.9 - - -

  Loans/Assets 58.0 60.5 62.2 63.0 63.5 62.9 63.4 -

  Securities/Assets 19.7 16.6 15.2 14.0 12.9 12.7 12.8 -

  Deposits/Liabilities 56.3 54.6 52.8 52.8 53.2 52.3 52.6 -

  Loans/Deposits 102.9 110.7 117.9 119.2 119.3 120.3 120.5 -

  Capital Adequacy (%) 17.9 15.3 16.3 14.6 15.6 15.2 15.9 -

(1) Year-to-date % change

BANKING SECTOR ACCORDING TO BRSA's MONTHLY BULLETIN FIGURES

 Source: BRSA 

April 2017 
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