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Trade war concerns drove markets negatively. 

Following US President Donald Trump’s announcement that new tariffs will be 
introduced, there has been growing concerns that an agreement won’t be 
reached in the meetings last week. The decree, which increases custom duty 
from 10% to 25% affecting 200 billion USD worth of goods imported from 
China, came into effect on Friday, when negotiations between the two 
countries were ongoing. In addition, Trump announced that there is an ongoing 
work to increase the custom duty to 25% for 325 billion USD worth of goods 
imported from China. While an agreement couldn’t be reached between parties 
in last week’s meeting, it is said that the presidents of USA and China may meet 
in G-20 Summit in June. In a week busy with trade negotiations and concerns, 
global stock markets followed a downward course.  

Iran informs that it will not fulfill some of its commitments under nuclear deal.  

Iran announced that it was relaxing some curbs to its nuclear programme which 
came into effect in 2015. Iranian President Hassan Rouhani threatened to 
resume high level enrichment of uranium if England, France, Germany, China 
and Russia would not keep their promises to protect Iranian oil and banking 
sectors as per the agreement. Following Iran’s announcement, US President 
Donald Trump imposed new sanctions targeting Iran's revenue from export of 
industrial metals and threatened with further action unless Iran fundamentally 
changed its behavior. Iran's iron, steel, copper and aluminum sectors, which are 
the largest non-oil export revenues, account for 10% of the country's exports. 

European Commission downgraded Euro Area’s GDP growth outlook. 

The European Commission published the second European Economic Forecast 
report of the year. The Commission predicted that the Euro Area’s economy, 
which grew by 1.9% in 2018, will grow by 1.2% in 2019. (forecast of February: 
1.3%). The growth expectation for 2020 is downgraded by 0.1 points to 1.5%. 
On the other hand, the Commission forecasted the inflation for 2019 and 2020 
as 1.4%. In the report, the region's largest economy and Turkey's most 
important trading partner Germany's economic growth forecast for 2019 is 
downgraded from 1.1% to 0.5%, while the growth forecast for 2020 is revised 
to 1.5% from 1.7%. 

China's foreign trade surplus has contracted. 

In China, exports fell by 2.7% yoy in April. The expectation was a 2.3% increase. 
In April imports rose by 4% following a four-month decline. China's foreign 

Last week trade wars related developments were high on the agenda. US President Trump’s announcement that new tariffs 
will be introduced and the introduction of additional customs duty on Friday, when negotiations between the two countries 
were ongoing, increased concerns over trade wars in global markets. In addition to this development, Iran’s announcement 
that it will not fulfill some of its commitments under the nuclear deal had a negative impact on global markets. After the 
decision of the YSK to cancel the mayoral election in İstanbul, volatility in domestic markets increased. 
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3-May 10-May Change 3-May 10-May Change

BIST-100 Index 93,946 88,533 -5.8 %  ▼ EUR/USD 1.1200 1.1233 0.3 % ▲

TRY 2  Year Benchmark Rate 22.87% 24.36% 149 bp  ▲ USD/TRY 5.9531 5.9757 0.4 % ▲

Turkey 5-Year CDS 435 484 49 bp  ▲ EUR/TRY 6.6828 6.7262 0.6 % ▲

MSCI EM Equity Index 1,083 1,033 -4.6 %  ▼ Gold (USD/ounce) 1,279 1,286 0.5 % ▲

US 10-Year Bond Rate 2.53% 2.46% -7 bp  ▼ Brent O il  (USD/barrel) 71.4 71.5 0.0 % ▲

bp: basis point
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trade surplus, which was expected to be 35 billion USD in this period, was 
realized at 13.8 billion USD. Also, annual consumer inflation climbed to the 
highest level in the last six months with 2.5%, while producer inflation was 
realized as 0.9%. The upward trend in imports and inflation pointed out that 
the steps taken to support the economic activity in the country has affected 
the domestic demand positively. 

Current account deficit came in below expectations in March. 

The current account deficit decreased by 4.1 billion USD yoy and came in at 
589 million USD in March. Thus, the 12-month cumulative current account 
deficit declined to its lowest level since 2009 with 12.8 billion USD. In March, 
foreign direct investments, capital inflows in portfolio investments and the 
decrease in reserves contributed to the financing of the current account 
deficit. On the other hand, capital outflows were recorded in other 
investments and net errors and omissions items. 

Domestic Markets…  

In addition to the increasing concerns about the trade war between the US 
and China, the volatility in domestic markets rose during the week due to the 
uncertainty regarding the İstanbul elections. USD/TRY climbed over 6.24 
during the week as the risk appetite decreased in domestic markets after the 
Supreme Election Court (YSK) canceled the mayoral election in İstanbul and 
announced that the elections will be renewed on June 23. While BIST-100 
index tested below 90k during the week, 2-year benchmark bond approached 
25%. Turkey's 5-year CDS spread drew near to 500 bps. Following the 
measures taken by the CBRT on Thursday, USD/TRY declined and completed 
the week at 5.98. While BIST-100 index decreased by 5.8% wow, 2-year 
benchmark bond closed the week at the 24.4%.  

This week’s agenda… 

This week both global and domestic markets have heavy data flow. Growth 
data in Euro Area and leading indicators in the US stand out in global markets, 
while industrial production, budget and employment data will be closely 
monitored in domestic markets. Also, bond issues by Treasury will be high in 
the domestic markets. 
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13-May TR Balance of Payments, Current Account Deficit March 589 million USD (A) 733 million USD

TR Zero Coupon Bond Issuance May - -

TR CPI Indexed Bond Issuance May - -

14-May TR Industrial Production Index (annual change) March - -5.1%

EA Industrial Production Index (annual change) March -1.0% -0.3%

TR Fixed Coupon Bond Issuance May - -

TR Floating Coupon Bond Issuance May - -

15-May TR Budget Balance April - -24.5 billion TRY

EA GDP Growth (annual) Q1 1.2% 1.2%

US Retail Sales (mom change) April 0.2% 1.6%

US Industrial Production Index (mom change) April 0.2% -0.1%

TR Unemployment Rate February 14.7%

TR Domestic Debt Redemption May 17.3 billion TRY -

16-May US Housing Starts April 1.215 million 1.139 million

17-May EA CPI, final (annual) May 1.7% 1.7%

(A) Actual

Data Releases
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 Sectoral Developments 

The upper limit of installed capacity in unlicensed renewable electricity production facilities was increased. 

The upper limit of installed capacity to be exempted from the obligation to obtain licenses and establish a company for 

the production facilities based on renewable energy sources was increased from 1 MW to 5 MW. In addition, the 

unlicensed electricity production regulation was renewed based on supporting the producers in order to meet their 

own electricity needs. 

Crude steel exports increased while its production decreased . 

In the first quarter of the year, Turkey's crude steel production decreased by 14.5% yoy to 8.2 million tons. Total 

exports of the sector in the same period increased by 15.5% and reached 5.8 million tons. In this period, the sector's 

imports contracted by 35.2% to 2.7 million tons. Import coverage ratio of the sector, which was 118% in the first 

quarter of last year, increased to 183% in the same period of this year. Although, domestic steel production is mainly 

based on scrap iron, iron ore prices are being closely monitored by the sector as a benchmark for input prices. It is 

anticipated that the iron ore price which was 90 USD/ton in early May will exceed 100 USD/ton in the coming period 

depending on the US sanctions against China and Iran. 

Weekly Bulletin - May 2019 / 19 

Source:  Turkstat  

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


13.05.2019 4 

 

 

İzlem Erdem  
Chief Economist 
izlem.erdem@isbank.com.tr 
 
Alper Gürler  
Unit Manager 
alper.gurler@isbank.com.tr 

 

Dilek Sarsın Kaya 
Asst. Manager 

dilek.kaya@isbank.com.tr 
 

Mustafa Kemal Gündoğdu, Ph.D. 
Economist 

kemal.gundogdu@isbank.com.tr 
 

Economic Research Division 

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

LEGAL NOTICE 

This report has been prepared by Türkiye İş Bankası A.Ş. 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 in-

strument 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.  

mailto:dilek.kaya@isbank.com.tr
mailto:kemal.gundogdu@isbank.com.tr
mailto:kemal.gundogdu@isbank.com.tr
mailto:kemal.gundogdu@isbank.com.tr
https://ekonomi.isbank.com.tr/en/default.aspx

