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 Heightened political tension between th e US an d North  

Korea was the hottest topic for gl obal mark ets in August.  

This tension has led to th e deterioration of risk  

percepti on on a global scale and weighed on markets in  

the recent peri od.  

 The Jackson Hol e con ference was on e of the most 

importan t i tems on the agenda during the secon d half of 

August.  The statemen ts made by European Central Bank  

President Mario Draghi and Fed Chair Janet Y ellen were 

closely followed. Howev er, the heads of the cen tral  

banks have not sent a n ew si gnal about th e future path  

of the monetary policy.  

 Second quarter growth of the US economy was revised 

up to 3%, above market expectati ons. However, the 

ongoing weakness in in flation  indicators has made i t 

harder for th e Fed to mov e forward with furth er rate 

hikes.  

 Econ omi c activi ty in the Euro Area has con tinued to 

recover at a con sistent pace. Furthermore, the fav orabl e 

outlook in economi c activity seems to have spread 

throughou t th e region.  

 The inflation indicators painted a weak pi cture in the 

Euro Area as in th e U.S. However, the recovery in the 

econ omy allows the views that the European Cen tral  

Bank could start normalizing monetary policy sometime 

this year to remain relev ant.  

 Despite the negative supply-side dev elopments, oil  

prices mov ed in a band of 49 to 53 USD/barrel in Augu st.  

 Gold prices, supported by rising geopolitical ri sks as well  

as th e depreciation of the US dollar in gl obal mark ets,  

followed an upward traj ectory.  

 

 

 

 Accordin g to the seasonally adjusted fi gures, 

unemployment rate for May was 11.3%, remained 

unchanged from the previ ous month.   

 Calendar adjusted indu strial  production expanded by 

3.4% yoy in June. In the second quarter, the annual 

increase in calendar adjusted industrial produ ction was 

4.5%. The biggest contri buti on to the rise in industrial  

producti on continued to come from the manufacture of 

motor v ehicles, which have been the l ocomotiv e for 

export growth in the recent peri od.  

 Leading indicators suggested that positiv e outlook in  

econ omic activity has  prevail ed.  

 In July, exports an d imports increased rapidly due to the 

base effect caused by the failed coup attempt that took  

place in the last year and the Ramadan holiday. Ex port 

volume increased by 28.3% yoy to 12.6 billion U SD while 

import v olume picked up by 46.2% to 21.5 billion USD.  

Thus, the foreign trade defi cit widened by 82.5%. 

 The current account deficit narrowed by 24.2% yoy to 

3.8 billion U SD in June 2017 due to the effect of the high  

base fi gure in June 2016 caused by the high er foreign  

trade defici t and lower tourism rev enues. 12 -month  

cumulative defici t dropped to 3 4.3 billion USD. 

 Budget ex pendi tures increased by 21.5% yoy in July 

while bu dget rev enues rose by 23.3% yoy. Thus, cen tral  

gov ernment budget surplus,  which was 129 million TRY  

in July 2016, became 926 million TRY in the same month  

of this year. Due to the expansi onary fi scal policies,  

budget ran a defici t of 24.3 billion TRY in th e first 7 

month s of th e year.  

 Monthly CPI inflation came in at 0.52% in August, abov e 

market ex pectations. Domesti c Producer Pri ce Index       

(D-PPI) remained el evated posting a monthly rise of 

0.85%.  
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The unemployment rate became 10.2% i n May.  

Improvement in labor market indicators was sustained in  

May. Unemployment rate surged to 10.2% in May, u p by 0. 8 

point compared to the previou s month. Unempl oyment rate 

rose in this peri od as labor force increased by 950 thousan d 

persons whereas the number of empl oyed rose by 621 

thousand persons. On the oth er hand, seasonally adjusted 

unemployment rate for May was 11.3%, remaining 

unchanged from April.  

The pace of growth in industrial production 

accelerated. 

Calendar adjusted industrial production expanded by 3.4%  

yoy in June. The biggest contribu tion to the rise in industrial  

producti on con tinued to come from th e manufacture of 

motor vehicl es, which have been the l ocomotive for export 

growth in th e recent peri od. Besi des, it was noteworthy that 

the production of other transportati on vehicl es,  which  

posted an annual rise of 27.9%, ranked third among th e    

sub-sectors that made th e highest contri bution to th e 

industrial producti on. On the other hand, th e manufacture 

of tobacco products,  wearing apparel  and chemical  products 

limited the ri se in the industrial production. In the secon d 

quarter of the year, the annual increase in cal endar adjusted 

industrial producti on was 4.5%. Comparing with the 2.1%  

first quarter industrial producti on growth, th e pace of 

industrial producti on has pi cked up in th e second quarter.  

Sharp increase in PMI...  

Manufacturing PMI in dex came in at 55.3 in August. The 

reading was the high est since March 2011.  The recovery in  

new orders, purchasing activities an d employmen t 

components of the index gath ered steam. I t was 

noteworthy that the producti on growth surged to th e 

highest l evel in 6. 5 years.  

Leading indicators...  

The capaci ty utilization rate in the manufacturing industry 

rose by 2.5 points from a year ago to 78. 8% in August.  

Except for durable consumpti on goods, capaci ty utilization  

rates for all sub-sectors recorded ri ses during this peri od.  

Real sector confi dence index went up by 2.5 points 

compared to the previous mon th to 110.2 in August 

according to seasonally adjusted figures. On the other hand, 

consumer confidence index dropped to 71.1 in August,   

posting a mon thly fall  of 0.3%. This development was 

largely driv en by the deteriorati on in the con sumers'  

assessmen ts on employment an d savings. In this period, 

expectation s regarding th e gen eral econ omic situation  

improved whereas the consumers' assessments on financial  

situati on remained  unchanged.  

 Source: Datastream, Turkstat 

Turkish Economy  

Demand and Supply Conditions 
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Turkish Economy 

Foreign Trade Balance 

Base effect in J uly caused a rapid i ncrease in foreign 

trade indicators. 

In July, exports an d imports increased rapidly due to the 

base effect caused by the failed coup attempt that took  

place in the last year and the Ramadan holiday. Ex port 

volume increased by 28.3% yoy to 12.6 billion U SD while 

import volume picked up by 46.2% to 21.5 billion USD. Thus, 

the foreign  trade defi cit widened by 82.5% to 8.8 billion  

USD. Analysi s of the average of July over th e 2011-2015 

peri od showed that exports and i mports were realized as 

12.4 billion USD and 20.6 billion USD, respectiv ely. Hence, 

exports in July were cl ose to their historical average value 

while imports came in sli ghtly abov e th e average lev el. 

Considering th e 7 seven months of 2017, exports expanded 

by 10.6% and imports rose by 13.5% compared to th e same 

peri od of the previous year. In this period, foreign trade 

deficit reached 39. 7 billion U SD, surging by 20.7%.  

Export performance...  

Due to th e base effect in July, su b-items of exports posted a 

high pace of growth. For this reason, i t would be appropriate 

to compare th e performance of export products in July with  

that of the historical  averages.  When top 10 list of ex ported 

products was examined, i t was seen that ex ports of motor 

vehicles and precious metals showed a better performance 

in 2017 than th e av erage of July ov er the 2011 -2015 peri od.  

However, exports of iron-steel, electrical machinery and 

mineral fuels came in below the averages. The exports of 

other items were close to their historical av erages.  

  

 In th e first 7 mon ths of th e year,  it is seen that th e increase 

in exports was broad based among the sub-i tems. On the 

country basi s, the rapi d ex port increase to United Arab 

Emirates was noteworthy due to the high growth rate of 

gold exports. In this peri od, exports to Russia also climbed 

by 59.7%  in line with the normalization of th e bilateral  

relati ons.  

Gold and ener gy imports c ontinue to increase.  

Gold i mports con tinued to rise at a fast pace in July. As 

Turkey imported about 9 times more gol d in July than the 

same month  of th e previ ous year,  gold i mports recorded in  

the first 7 mon ths played a significan t rol e in the expansion  

of the import v olume, posting an annual rise of 8. 1 billion  

USD. In addi tion to this, energy prices that have remained 

at high er l evel s through out the year compared to th e past 

year av erage l ed energy i mports to increase.  

Expectations  

Even thou gh oil prices fell below 50 U SD per barrel in July 

they again rose abov e this lev el. Unless there is a significant 

decline in prices, oil prices will remain abov e the last year’s 

level until the end of this year. Moreov er, th e significant 

increase in gol d i mports has been the main driver behind 

the  rise in imports recen tly. If this tren d persi sts, given the 

course of oil pri ces, we anti cipate that forei gn trade defici t 

will continue to ex pand ov er the remainder of the year. On  

the other hand, the EUR/USD parity ex ceeded the 1.20 mark  

at the end of August, th e highest level in 2 years. We 

foresee that the appreciation in euro might positiv ely affect 

exports to th e EU countries, th e bi ggest ex port market of 

Turkey. 

 
Source: Datastream, Turkstat       

Foreign Trade Figures

Change Change

2016 2017 (%) 2016 2017 (%)

Exports 9.9 12.6 28.3 81.4 90.1 10.6

Imports 14.7 21.5 46.2 114.4 129.8 13.5
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Source: Datastream, CBRT 

Turkish Economy 

Balance of Payments 

Current account deficit declined in June.  

The current account defici t narrowed by 24.2% yoy to 3.8 

billion USD in June 2017 due to th e effect of th e high base 

figure in June 2016 caused by the higher foreign trade 

deficit an d lower touri sm rev enues. Decline in the foreign  

trade defici t and the recovery in tourism rev enues had a 

posi tive impact on the current defici t this year,  howev er,  

the surge in gol d imports limited this effect.  

Accordin g to 12-mon th cumulativ e fi gures, the current 

account defi cit decreased by 1.2 billion U SD in June 

compared to the previous month to 34.3 billion U SD.  

Recovery in tourism revenues...  

In June, tourism revenues increased by 19.8% yoy to 1.8 

billion USD. In this period, tourism ex pendi tures con tinued 

to fall. Thus, net tourism rev enues were  30.2% higher in 

June than a year ago, ri sing to 1.4 billion USD. Taking into 

account that Turkey regi stered net tourism rev enues of 2.3 

billion USD on average for the month of June during the 

2011-2015 period, June 2017 fi gure still remained so l ow.  

 

 

Positive outlook in portfolio investments…  

 The portfolio investments continued to perform well in 

June. In this period, net portfolio investments recorded an  

inflow of 4.2 billion USD. N on-residents made a net 

purchase of 693 million USD in equity securities and 3.8 

billion USD in debt securiti es. In this peri od, eurobond i ssues 

of banks an d general govern ment in international markets 

came to the forefront.  

  

Foreign direct inv estment outflows… 

Having followed a recovery trend in most part of the year,  

net direct investments displayed a n egative ou tlook  in June.  

Foreign di rect investmen ts recorded a net outfl ow of 515 

million USD during this peri od. This was the first net ou tfl ow 

seen  since N ovember 2014.  Thus, net direct investments 

over the past 12 mon ths hav e fallen to 8.6 billion USD.  

Nonresi dents’ real  estate investments amounted to 4. 5 

billion USD in the same peri od.  

Other investments registered an inflow of 2.1 billion USD in  

June. This dev elopment i s largely due to the increase in  

nonresident banks’  deposi ts h eld within domestic banks. In  

this period, banks were net credi t users of 704 million USD.  

Other sectors,  on  the other hand, were net credit payers 

with an amount of 441 million USD.  

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

December 2016 June 2017 December 2016 June 2017

Current Account Balance -32,606 -34,340 - -

Total Net Foreign Capital Inflows 33,419 24,291 100.0 100.0

    -Direct Investments 9,160 8,639 27.4 35.6

    -Portfolio Investments 6,292 15,335 18.8 63.1

    -Other Investments 6,361 -4,948 19.0 -20.4

    -Net Errors and Omissions 11,583 5,259 34.7 21.6

    -Other 23 6 0.1 0.0

Reserves(1) -813 10,049 - -

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

(1) (-) sign indicates an increase in reserves while (+) 
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Source: Datastream, CBRT 

Turkish Economy 

Balance of Payments 

Banking sector’s debt rollover ratio fallen below 

100%... 

Accordin g to th e 12- mon th cumulativ e fi gures, long-term 

debt rollov er rati o of the banking sector has fallen bel ow 

100% for the first time since February 2013 and became 

93% in June. Along with th e slowdown in economic growth  

in 2016, sluggish investments have reduced the demand of 

banks for long-term borrowing. The long-term debt rollov er 

ratio of the private sector, on the other hand, was 110%.  

Net errors and omi ssion s recorded capital inflows in June as 

was th e case in May. CBRT reserves rose by 3 billion U SD in  

this period.  

Expectations… 

Accordin g to the provisi onal data, foreign trade defici t 

posted a rapid increase in July owing to th e base effect.  

During this period, gol d trade continued to increase due 

mostly to the rising i mports. Hence, we expect the current 

account defi cit to expand in  July. Nev erth eless,  we believ e 

that the recovery in touri sm revenues could somewhat limi t 

the wi dening of the current account deficit.  

Balance of Payments (USD million)

June % 12-month

2017 2016 2017 Change Cumulative

Current Account Balance -3,763 -19,039 -20,773 9.1 -34,340

    Foreign Trade Balance -4,573 -20,313 -22,453 10.5 -42,999

    Services Balance 1,678 4,900 6,091 24.3 16,663

        Travel (net) 1,391 4,706 5,308 12.8 14,562

    Primary Income -1,150 -4,543 -5,485 20.7 -9,940

    Secondary Income 282 917 1,074 17.1 1,936

Capital Account 2 15 -2 - 6

Financial Account -2,774 -17,174 -25,249 47.0 -29,075

    Direct Investments (net) 515 -3,725 -3,204 -14.0 -8,639

    Portfolio Investments (net) -4,206 -8,367 -17,410 108.1 -15,335

        Net Acquisition of Financial Assets 279 599 173 -71.1 1,085

        Net Incurrence of Liabilities 4,485 8,966 17,583 96.1 16,420

            Equity Securities 693 747 2,203 194.9 2,279

            Debt Securities 3,792 8,219 15,380 87.1 14,141

    Other Investments (net) -2,051 -13,544 -2,235 -83.5 4,948

        Currency and Deposits -2,102 -4,748 -157 -96.7 6,379

            Net Acquisition of Financial Assets -717 -65 2,529 - 7,974

            Net Incurrence of Liabilities 1,385 4,683 2,686 -42.6 1,595

                Central Bank -13 -178 -81 -54.5 -379

                Banks 1,398 4,861 2,767 -43.1 1,974

                    Foreign Banks 1,392 3,674 2,319 -36.9 3,127

                        Foreign Exchange 1,199 -237 641 - 1,060

                        Turkish Lira 193 3,911 1,678 -57.1 2,067

                    Non-residents 6 1,187 448 -62.3 -1,153

        Loans -31 -7,111 570 - 2,740

            Net Acquisition of Financial Assets 53 241 -234 - -246

            Net Incurrence of Liabilities 84 7,352 -804 - -2,986

                Banking Sector 704 345 -1,312 - -5,194

                Non-bank Sectors -441 7,882 762 -90.3 2,506

        Trade Credit and Advances 91 -1,741 -2,640 51.6 -4,215

        Other Assets and Liabilities -9 56 -8 - 44

    Reserve Assets (net) 2,968 8,462 -2,400 - -10,049

Net Errors and Omissions 987 1,850 -4,474 - 5,259
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Source: Ministry of Finance, Datastream 

Turkish Economy 

Budget Balance 

The central gover nment budget posted a surplus in 

July. 

Budget ex pendi tures increased by 21.5% in July compared 

to the same month of the previous year while budget 

revenues rose by 23.3%. Thus, central govern ment budget 

surplus, which was 129 million TRY in July 2016, became 

926 million TRY in the same month of this year. Primary 

surplus surged by 2.4 billion TRY and became 6.7 billion TRY  

during this period.  

Due to th e ex pansionary fi scal policies, budget ran a defici t 

of 24.3 billion TRY in the first 7 months of th e year. In this 

peri od, budget expendi tures rose by 18.9% yoy while the 

growth in budget revenues remain ed li mited wi th 10. 7%. 

Best performa nce of the year in tax revenues...  

Tax revenues increased rapidly in July due to restructuring 

of pu blic receivables and recovery in econ omi c activity. The 

annual increase in tax revenues was 27.6% in this peri od.  

The largest contributi ons to this increase came from income 

tax and special consu mption tax rev enues, both up by 

around 30% on an annual basi s. Increasing by 39.4%, VAT  

on imports also pu shed tax revenues up partly due to the 

effect of the ri se in exchange rates. 

Budget expenditures… 

Non-interest ex pendi tures, which account for 90% of 

budget expenditures, increased by 19.8% in July. This 

increase stemmed mostly from the rises recorded in  

compensati on of employees, current transfers and capi tal  

expenditures. In addition to th ese, defense an d securi ty 

spen ding, which is monitored under goods and services 

procurements, was 656 million TRY high er than a year ago 

and hence had an upward i mpact on budget expendi tures.  

Having declined in both May an d June, interest ex pen ditures 

showed the fastest increase in al most two years in July. This 

also had a negativ e impact on th e budget performance. In  

this period, interest payments on external debt amounted 

to 1. 5 billion TRY. 

Expectations... 

In line with the expectati ons, the upturn in th e economy has 

begun to be felt in tax  rev enues in July, the first month  of 

the secon d half of th e year. Revenues from restructurings 

have also supported the budget performance since the 

beginning of the year. Budget ex pendi tures, on the oth er 

hand, are ex pected to lose some steam should new stimulus 

packages not come to th e tabl e to support economic 

activity. Furthermore, the defici t widening impact of 

postponing the social securi ty premiu m payments, totaling 

9 billion TRY, to the last three mon ths of the year i s also 

expected to di sappear in the last quarter of the year. 

Central Government Budget (TRY billion)

% % 2017 Budget Real./

2016 2017 Change 2016 2017 Change Target Target (%)

Expenditures 42.4 51.5 21.5 316.3 376.0 18.9 645.1 58.3

Interest Expenditures 4.2 5.8 37.2 30.6 32.8 7.1 57.5 57.0

Non-Interest Expenditures 38.2 45.8 19.8 285.7 343.2 20.1 587.6 58.4

Revenues 42.5 52.5 23.3 317.5 351.7 10.7 598.3 58.8

Tax Revenues 36.1 46.1 27.6 252.7 292.1 15.6 511.1 57.2

Other Revenues 6.4 6.4 -0.4 64.9 59.5 -8.2 87.2 68.3

Budget Balance 0.1 0.9 615.3 1.3 -24.3 - -46.9 51.9

Primary Balance 4.3 6.7 54.5 31.9 8.4 -73.5 10.6 79.3

Numbers may not add up to total value due to rounding.
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Inflation 

 CPI Higher-tha n-expec ted monthly CPI growth...  

Monthly CPI inflation came in at 0.52% in August, abov e 

market ex pectation s. This was the strongest August 

increase since 2012. On the other hand, Domestic Producer 

Price Index (D-PPI) remained el evated posting a monthly  

rise of 0.85%.  

Annual CPI inflation back to double-digit levels... 

Annual CPI inflation wen t back to double -di git lev els in  

August standing at 10. 7%. The annual D-PPI inflation also 

surged to 16.3%, marking the highest fi gure in the last four 

month s. 

Clothing and food prices continued to pull inflation 

down. 

As was the case in both June and July, clothing and food 

prices became the main ex pendi ture groups that pulled the 

inflation down in August. Clothing and footwear prices 

contracted by 3.1% compared to th e previ ous month  and 

limited the rise in CPI by 23 basis points. Declining by 0.22% 

mom, food prices dragged the inflati on down by 5 basis 

points. Increase in deman d for food and cl othing ahead of 

Sacri fice Feast holiday may hav e offset further price 

declines in these items. As a matter of fact, cl othing and 

footwear prices have exhi bited th e weak est August decline 

since 2004.  

The main expenditure grou ps that contri buted most to the 

rise in monthly CPI inflation were transportation, househol d 

equipment and housing. Transportation prices, which have 

the secon d biggest wei ght in CPI bask et after food prices, 

surged fast by 2.1% mom on th e back of automobile and 

fuel prices. Registering such a performance, transportation  

prices made a contri bution  of 34 basi s points to the monthly 

CPI inflation. Housing equipment foll owed transportation  

group by a contri bution of 13 basis points while housing 

added 11 basi s points to the monthly rise in the ov erall  

index. 

Surge in core i nflation indicators...  

The increase in CPI was li mited by the seasonal products in  

August. Indeed, excluding seasonal products, monthly 

consumer price inflation becomes 1.05%.  In this peri od, C 

index*, which is the CBRT’s fav orite amon g th e main core 

inflation indicators, recorded an annual rise of 10.16%  

continuing to mov e upward as in July.  

Looking at the prices of the goods group in August, i t is seen  

that the energy prices posted th e fastest monthly rise since 

January. Durabl e goods prices al so rose by 1.98%, pointing 

to inflationary pressures.  

D-PPI reflects higher energy prices… 

Energy, metal s and furniture group prices brought the 

monthly D-PPI inflation u p in Augu st while tex tile products 

and food prices exerted downward pressure on it. According 

to main industrial grou ps, it was noteworthy that energy 

prices recorded the fastest rise since January.  

Deterioration in inflation might persist until 

December. 

During the upcoming fall month s, annual inflation is 

expected to maintain hi gh lev els due to seasonal factors.  

Movemen ts in FX rates and oil pri ces will also preserve their 

importance to the overall course of pri ce l evels.  

Addin g th e Au gust data into the picture, Turkey resu med 

decoupling negativ ely from its peer countries in inflation  

indicators. Deterioration  in pri cing behaviors plays a huge 

role in this dev elopment as well as the country-speci fic 

condi tions. Against this back drop, th e traj ectory of market 

expectation s for l ong-term inflation rates and Cen tral Bank  

polici es will continue to be monitored cl osely in the period 

ahead.  

 
Source: Datastream, Turkstat  
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(change %) 2016 2017 2016 2017

Monthly -0.29 0.52 0.08 0.85

Year-to-Date 4.53 6.60 3.49 9.52

Annual 8.05 10.68 3.03 16.34

Annual Average 7.98 9.66 4.51 12.05
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Geopolitical developments and central banks’  

messages weighed on markets.  

Geopoliti cal dev elopments have substantially set the 

agenda for global markets in the first half of August.  

Markets remained under pressure during this period as the 

escalating tensi ons between the United States an d North  

Korea were cl osely monitored. The VI X index, which refl ects 

global risk  perception, has recorded a sharp increase, hitting 

its highest lev el since Nov ember 2016. In the following 

days, on the other hand, weak data on inflation indicators in 

the US as well as the decline in geopolitical tensi ons 

resulted in an increase in risk appetite.  

Investors maintained a cau tious mode ah ead of the Jack son  

Hole conference held towards the en d of August. Following 

this conference wh ere the heads of the leading cen tral  

banks gav e no signals about monetary policy, the euro 

continued to appreciate as the ex pectation of a mov e 

towards normalization in monetary policy in the Euro Area 

continued to strengthen somewhat. Along with the ongoing 

turbulences in the US govern ment, th e weakening of the 

Fed's interest rate hike ex pectations provi ded support to 

global markets.  

BIST-100 index ... 

The stock mark et, having been on an upward trend since the 

beginning of the year, sustained its strong performance 

during the first week of August. In the followin g days, the 

global sell-off due to the geopolitical devel opmen ts has also 

weighed on domesti c markets.  Against this backdrop, the 

BIST-100 index has fluctuated in the second half of August.  

As of August 31, the index increased by 2.3% compared to 

the en d of July, reaching 110.010.  

Fall in USD/TRY…  

USD/TRY, which moved in a band of 3.50 to 3.55 in the first 

half of August, resumed th e downward trend through the 

end of the month. As of August 31, USD/TRY was 3.4526.        

EUR/TRY, however, recorded only a limi ted decline in this 

peri od due to the performance of EUR/USD pari ty and 

became 4.1048.  

2-year benc hmark bond yield… 

In line with the tight liquidi ty policy, th e weighted average 

cost of the CBRT funding hov ered just below 12% in August.  

However,  the rise in Treasury’s borrowing requirement and, 

consequentl y, th e increase of Treasury's debt roll over rati o 

abov e th e 100% lev el have put upward pressure on interest 

rates. Thanks to th e rising risk appeti te towards the en d of 

the month, the compound yiel d of the 2-year bench mark  

bond mov ed downward and became 11.34% as of August 

31. 

 Source: CBRT, Reuters, Datastream        
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Deposit volume rose by 10.6% ytd.  

Accordin g to W eekly Bulletin publi shed by BRSA, as of 18 

August total deposit v olume rose by 10.6% compared to the 

end of 2016 and was realized as 1,704 billion TRY. In this 

peri od, increase in TRY deposi t was 7.9% while FX deposi t 

expanded by 14%. Ex pansi on in FX deposits in USD terms 

became 14.4% in the same period. As the ex change rates 

fell bel ow the year -end lev el, the effect of FX on total  

deposi t volume has weak ened. Indeed, growth in total  

deposi ts was 10.7%  ytd according to th e ex change rate 

adjusted figures.  

TRY loan vol ume expa nded by 17.1% ytd.  

Despite the moderate rise in the v olume of deposits, l oans 

continued to ri se steadily. As of August 18, TRY loan  volume 

picked up by 17.1% compared to the en d of 2016. Al though  

FX l oan volume in USD terms was on th e rise since the end 

of June, it fell sligh tly in the week en ded 18 Au gust and thus 

surged by 4.4% compared to th e year-end. Hen ce, total  

credit volume increased by 12.6% in the same peri od. While 

11.1 points of this increase stemmed from TRY loans, FX 

loans con tributed to the ex pansion of the total loan volume 

by 1.5 poin ts. As of August 18, credi t growth was 12.7% ytd 

according to the exchange rate adjusted fi gures.  

Analysis of annual growth rates showed that deposi t 

volume increased by 21.0% as of Au gust 18 while the loan  

volume expanded by 23.8%. 

Non-performing l oan ratio in the banking sector came in at 

3.05% as of August 18. NPL ratios for con sumer and 

commercial l oans became 3.91% and 2.89% , respectively.  

Securities portfolio...  

As of August 18, securi ties portfolio of the banking sector 

grew by 4.8%  compared to th e year-end. However, the 

securi ties availabl e for sale fell by 19.8% in this peri od.  

While the securi ties subject to repo and hel d to maturi ty 

contracted due to the changes in the funding composi tion  

of th e CBRT, the portfoli o of securiti es hel d as collateral  

continued to ex pand.  

The portfolio of securities held under cu stody surged by 

11.2% ytd as of August 18. Non-resi dents’ growing demand 

for government domestic debt securi ties was worthy of 

attention. The year-to-date rise in non-residents’  and 

resi dents’ securi ties was 16.9% and 7.1%, respectively.  

Net foreign c urrency position...  

As of August 18, banks’ on -balance sh eet FX position was ( -)  

USD 48,472 million while off-balance sheet FX positi on was 

realized as (+) USD 48.864 million. Hence, banking sector’s 

net FX posi tion became (+) USD 392 million.  

  
Source: BRSA Weekly Bulletin 
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Political dev elopments have been  high on the agenda of the 

global economy in the recent peri od. The global risk  

percepti on has deteriorated due to escalated poli tical  

tensi ons between North Korea and the United States.  

Domestic political dev elopments in the U S. have also made i t 

even harder for Presi den t Trump to find support for his 

econ omic poli cies, which, in turn, have increased the 

question marks ov er the future performance of the U.S.  

econ omy.  

The views that advanced economies have neared the end of 

extra loose monetary polici es hav e main tained their place 

on the agenda. In the current conjuncture where inflation  

indicators are persistently weak, the signals giv en by the 

Fed have cau sed the possi bility of an interest rate increase 

during the rest of this year to diminish. Nev erth eless, the 

Fed i s ex pected to take its first step on balance sheet 

unwinding process in near future. ECB might also give exi t 

signals from its asset purchase programme later this year as 

the economy in the region has a stabl e ou tlook. I t is 

noteworthy that, even though all these devel opments 

occasionally put pressure on markets,  the gl obal volatility 

indices still remain at comparatively low level s. This keeps 

concerns ov er th e sustainability of th e surge in asset prices 

alive. 

  

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

Concluding Remarks 

Forecasts (%) 2017 2018

Growth 4.7 4.1

CA Deficit/GDP 4.5 4.8

Inflation 9.5 8.5

Year-end forecast for inflation

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

Industrial Production and Capacity Utilization Ratio 

Foreign Trade and Current Account Balance 

Inflation 

 Source: CBRT, Datastream,Turkstat  

5.0

-5

0

5

10

15

201 0 201 1 201 2 201 3 201 4 201 5 201 6 201 7

GDP Growth

(annual change, %)

600

700

800

900

1,000

201 1 201 2 201 3 201 4 201 5 201 6 201 7

GDP 

(annualized, in USD terms)

1.3

3.4

-5

0

5

10

J F M A M J J A S O N D

Industrial Production

(CAj, annual change, %) 201 6

201 7

76.3

78.8

70

72

74

76

78

80

J F M A M J J A S O N D

Capacity Utilization Ratio

(%)

201 6

201 7

28.3

46.2

-30

-10

10

30

50

Jul-16 Sep-16 Nov-16 Ja n-17 Mar-17 May-1 7 Jul-17

Foreign Trade

(annual  change, %)Exports

Imports

26

28

30

32

34

36

0

1

2

3

4

5

6

7

8

9

Jun-16 Aug-16 Oct-1 6 Dec-16 Feb-17 Apr-17 Jun-17

Current Account Deficit

(USD billion)Monthly

12-month (right axis)

0.85

0.52

-1.0

0.0

1.0

2.0

3.0

4.0

5.0

Aug-16 Oct-1 6 Dec-16 Feb-17 Apr-17 Jun-17 Aug-17

Monthly Inflation

(%)
D-PPI

CPI

10.68

16.34

0

5

10

15

20

Aug-16 Oct-1 6 Dec-16 Feb-17 Apr-17 Jun-17 Aug-17

Annual Inflation

(%)

CPI

D-PPI



 

 

Turkish Economy at a Glance 

12 

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) 871 950 935 861 857 173.8 - -

  GDP (TRY billion) 1,570 1,810 2,045 2,338 2,591 641.6 - -

  GDP Growth Rate (%) 4.8 8.5 5.2 6.1 2.9 5.0 - -

Inflation (%) Jun-17 Jul-17 Aug-17

  CPI (annual) 6.16 7.40 8.17 8.81 8.53 10.90 9.79 10.68

  Domestic PPI (annual) 2.45 6.97 6.36 5.71 9.94 14.87 15.45 16.34

Mar-17 Apr-17 May-17

  Unemployment Rate (%) 8.8 9.1 10.3 10.2 11.9 11.5 11.3 11.3

  Labor Force Participation Rate (%) 48.5 48.5 51.0 51.7 52.4 52.7 52.6 52.6

Jun-17 Jul-17 Aug-17

  CPI Based Real Effective Exchange Rate 110.3 100.3 105.0 97.5 92.0 91.5 89.5 89.7

  USD/TRY 1.7847 2.1485 2.3378 2.9189 3.5176 3.5226 3.5237 3.4526

  EUR/TRY 2.3530 2.9605 2.8288 3.1708 3.7102 4.0177 4.1544 4.1048

  Currency Basket (0.5*EUR+0.5*USD) 2.0688 2.5545 2.5833 3.0448 3.6139 3.7701 3.8390 3.7787

May-17 Jun-17 Jul-17

  Exports 152.5 151.8 157.6 143.8 142.5 148.1 148.4 151.2

  Imports 236.5 251.7 242.2 207.2 198.6 207.6 207.3 214.1

 Foreign Trade Balance -84.1 -99.9 -84.6 -63.4 -56.1 -59.5 -58.9 -62.9

  Import Coverage Ratio (%) 64.5 60.3 65.1 69.4 71.8 71.3 71.6 70.6

Apr-17 May-17 Jun-17

  Current Account Balance -48.0 -63.6 -43.6 -32.1 -32.6 -33.3 -35.5 -34.3

  Capital and Financial Accounts -48.9 -62.1 -41.6 -21.9 -21.0 -29.5 -32.4 -29.1

     Direct Investments (net) -9.5 -9.3 -5.8 -12.5 -9.2 -9.2 -9.9 -8.6

     Portfolio Investments (net) -41.0 -24.0 -20.1 15.7 -6.3 -7.5 -12.1 -15.3

     Other Investments (net) -19.2 -38.8 -15.3 -13.4 -6.4 -3.2 -1.1 4.9

     Reserve Assets (net) 20.8 9.9 -0.5 -11.8 0.8 -9.5 -9.3 -10.0

  Net Errors and Omissions -0.9 1.6 2.0 10.2 11.6 3.8 3.1 5.3

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

May-17 Jun-17 Jul-17

  Expenditures 361.9 408.2 448.8 506.3 583.7 266.8 324.4 376.0

     Interest Expenditures 48.4 50.0 49.9 53.0 50.2 25.7 27.0 32.8

     Non-interest Expenditures 313.5 358.2 398.8 453.3 533.4 241.0 297.4 343.2

  Revenues 332.5 389.7 425.4 482.8 554.4 255.3 299.2 351.7

     Tax Revenues 278.8 326.2 352.5 407.8 458.7 209.6 246.1 292.1

  Budget Balance -29.4 -18.5 -23.4 -22.6 -29.3 -11.5 -25.2 -24.3

  Primary Balance 19.0 31.4 26.5 30.4 21.0 14.2 1.8 8.4

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

May-17 Jun-17 Jul-17

  Domestic Debt Stock 386.5 403.0 414.6 440.1 468.6 490.2 495.3 504.6

  External Debt Stock 145.7 182.8 197.9 238.1 291.0 316.2 316.4 312.5

  Total Debt Stock 532.2 585.8 612.5 678.2 759.6 806.4 811.8 817.1

(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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(TRY billion) 2012 2013 2014 2015 2016 May.17 Jun.17 Change(1)

TOTAL ASSETS 1,370.7 1,732.4 1,994.3 2,357.4 2,731.0 2,931.0 2,972.0 8.8

  Loans 794.8 1,047.4 1,240.7 1,485.0 1,734.3 1,889.2 1,919.2 10.7

     TRY Loans 588.4 752.7 881.0 1,013.4 1,131.4 1,277.2 1,304.1 15.3

        Share (%) 74.0 71.9 71.0 68.2 65.2 67.6 68.0 -

     FX Loans 206.4 294.7 359.7 471.5 602.9 611.9 615.0 2.0

        Share (%) 26.0 28.1 29.0 31.8 34.8 32.4 32.0 -

    Non-performing Loans 23.4 29.6 36.4 47.5 58.2 62.2 61.3 5.5

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

  Securities 270.0 286.7 302.3 329.7 351.6 366.2 368.2 4.7

TOTAL LIABILITIES 1,370.7 1,732.4 1,994.3 2,357.4 2,731.0 2,931.0 2,972.0 8.8

  Deposits 772.2 945.8 1,052.7 1,245.4 1,453.6 1,559.5 1,578.1 8.6

     TRY Deposits 520.4 594.1 661.3 715.4 845.1 865.9 882.6 4.4

        Share (%) 67.4 62.8 62.8 57.4 58.1 55.5 55.9 -

     FX Deposits 251.8 351.7 391.4 530.0 608.5 693.6 695.5 14.3

        Share (%) 32.6 37.2 37.2 42.6 41.9 44.5 44.1 -

  Securities Issued 37.9 60.6 89.3 97.8 116.3 127.1 131.0 12.7

  Payables to Banks 173.4 254.2 293.2 361.3 417.6 420.0 425.1 1.8

  Funds from Repo Transactions 79.9 119.1 137.4 156.7 137.8 86.9 87.4 -36.5

SHAREHOLDERS' EQUITY 181.9 193.7 232.0 262.3 300.3 327.6 330.9 10.2

  Profit (Loss) of the Period 23.5 24.7 24.6 26.1 37.5 21.2 25.4 -

RATIOS (%)

  Loans/GDP 50.6 57.9 60.7 63.5 67.0 - - -

  Loans/Assets 58.0 60.5 62.2 63.0 63.5 64.5 64.6 -

  Securities/Assets 19.7 16.6 15.2 14.0 12.9 12.5 12.4 -

  Deposits/Liabilities 56.3 54.6 52.8 52.8 53.2 53.2 53.1 -

  Loans/Deposits 102.9 110.7 117.9 119.2 119.3 121.1 121.6 -

  Capital Adequacy (%) 17.9 15.3 16.3 14.6 15.6 16.7 16.9 -

(1) Year-to-date % change

BANKING SECTOR ACCORDING TO BRSA's MONTHLY BULLETIN FIGURES

 Source: BRSA 

September 2017 
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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 Türkiye İş 

Bankası A.Ş. 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, Türkiye İş Bankası A,Ş, 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 or in part is therefore prohibited. All rights reserved. 


