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24-Jan 31-Jan Change 24-Jan 31-Jan Change

BIST-100 Index 122,142 119,140 -25% V EUR/USD 1.1023 1.1093 0.6% A
TRY 2 Year Benchmark Rate 10.07% 10.20% 13bp A USD/TRY 59381 5.9812 0.7% A
Turkey 5-Year CDS 237 240 3bp A EUR/TRY 6.5468 6.6350 1.3% A
MSCI EM Equity Index 1,119 1,062 -51% ¥V Gold (USD/ounce) 1,570 1,590 1.2% A
US 10-Year Bond Rate 1.68% 1.52% -16bp ¥ Brent Oil (USD/barrel) 59.6 578 -3.0%V

bp: basis point

Global markets had a heavy data agenda last week. US economy grew by 2.3% in 2019, having the weakest performance for the
last 3 years. Keeping the monetary policy unchanged, Fed signaled that the repo operations would continue. While the UK
formally left the EU, Bank of England (BoE) kept its policy rate on hold. In January, domestic CPI inflation was realized higher-
than-expected as 1.35%. Besides, CBRT published the first Inflation Report of the year where inflation forecasts were kept
unchanged. Manufacturing PMI exceeded the 50-threshold level, hitting 22-month high in January. Coronavirus outbreak related
concerns were effective in the agenda of the global markets throughout the week.

The US economy grew by 2.3% in 2019.
US GDP Growth

According to advance estimate for GDP, the US economy grew by 2.1% yoy in the last (annualized, gog % change)

quarter of 2019. While investments decreased in the last quarter of the year, the 45
increase in consumption expenditures decelerated. GDP growth was realized as 2.3%
in the whole year of 2019 amid uncertainties regarding trade negotiations throughout

3.0

the year. Thus, the US economy recorded the weakest growth performance in the last

3 years. 15

Fed did not change its monetary policy. I
0.0

Fed did not change its monetary policy at its meeting last week and kept the policy

interest rate in the range of 1.50% to 1.75%. In its press release, it was stated that job 20leqd 201704 2018Q4 201904
market is strong, investments and exports are weak, and household spending has
increased moderately, while current policy stance is compatible with economic data. It

is also stated that repo operations will continue until the end of April. Fed Chairman EuroArea CPI
Powell, who made statements after the meeting, stated that they were not satisfied (annual % change)
with inflation running below the 2% target. He also added that the current monetary 25
policy stance will continue as long as the data are consistent with the outlook. 50
Growth in the Euro Area was weaker than expected in the last quarter of 2019.
GDP growth in the Euro Area was realized below expectations as 0.1% in the 4th 15
quarter of 2019 on a quarterly basis. Thus, annual growth in the Area fell from 1.2% to
1%, indicating that the weakness of the economic activity persisted. Core inflation 10
decreased to 1.1% on an annual basis in January and also depicted a negative picture
regarding the course of consumption demand. 05
2018 2019 2020

BoE kept policy rate on hold.
Bank of England (BoE) kept its policy rate on hold at 0.75% in its meeting last week. In
the remarks, it was stated that signs of recovery regarding the UK economy have GBP/USD Parity
increased since December. On the other hand, cutting the growth rate projection from 155
1.25% to 0.75% for 2020, BoE also revised growth forecasts for 2021 and 2022 150
downwards. Removing the statement of “limited and gradual” tightening from the 145
policy text, BoE used the guidance wording of “some modest tightening” instead. 1;‘2
Brexit happened formally. 1:30
The UK formally left the EU membership on 31 January and will be in a transition 125
period which is due to end on 31 December 2020. During this period, the country will 1.20

1.15

keep its status as a member of both single market and Customs Union. GBP
depreciated more than 10% against USD since the referendum held on June 2016 that
resulted in Brexit.
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Foreign trade balance gave 31.2 billion USD deficit in 2019.

In December 2019, exports increased by 6.4% yoy while imports rose by 14.9% yoy,
according to TURKSTAT data. Thus, foreign trade deficit expanded by 57.6% on an
annual basis and became 4.3 billion USD. In the whole year of 2019, annual increase
in exports was 2.1%, while imports decreased by 9.1%. The foreign trade balance
gave a deficit of 31.2 billion USD throughout the year.

CBRT published its Inflation Report.

CBRT, publishing the first Inflation Report of this year, did not make any change
regarding inflation forecasts. According to that, inflation forecasts for 2020 and 2021
were kept at 8.2% and 5.4% respectively. CBRT Chair Uysal emphasized that the
aggregate demand conditions do not draw an inflationary outlook despite the recent
recovery in the economic activity. Uysal pointed out that the latest adjustments in
taxes are expected to put a downside pressure on inflation and the projected rise in
oil prices is expected to have limited effects. In this regard, Uysal stated that they
expect inflation to decline moderately towards its year-end target starting from Q2
and it would stabilize at 5% in the medium term, thanks to tight monetary policy
stance.

CPl inflation came in above expectations in January.

In January, CPI increased by 1.35% mom while domestic PPl recorded an increase of
1.84%. In terms of main spending groups, the highest monthly increase was realized
in miscellaneous goods and services with 4.88%, and that was followed by food and
soft drinks (4.65%). TURKSTAT has revised the weights of the main expenditure
groups in consumption basket. The weight of food and soft drinks group came down
from 23.29% to 22.77% in the basket.

Manufacturing PMI in January signaled growth

Turkey's manufacturing PMI rose to 51.3 in January, exceeding the threshold value of
50 for the first time in the last 22 months. This development was driven by growth in
new orders and acceleration in production. While the relative recovery in
consumption demand reflected positively on production, new export orders also
increased during this period.

Markets and the agenda of this week...

The effects of concerns originating from coronavirus, which started in China and
spread to other countries, continued last week. On Thursday, the World Health
Organization (WHO) announced that it was declared "a global health emergency" in
relation to the coronavirus outbreak. Global stock markets were under pressure
throughout the week with news that the outbreak would negatively affect global
growth. BIST-100 fell 2.5% wow last week, while USD/TRY rose to the level of 5.98 at
the close on Friday. This week, the agenda of the global markets includes US labor
market indicators and PMI data for various economies.

Data Releases

Period
February 3 TR CPI January
TR D-PPI January
TR Manufacturing PMI January
US ISM Manufacturing PMI January
Euro Area Markit Manufacturing PMI (final) January
China Caixin Manufacturing PMI January
February 5 Treasury Domestic Redemption (14.2 billion TRY) February
US ISM Non-Manufacturing PMI January
Euro Area Markit Services PMI (final) January
February 7 Treasury Domestic Redemption (80 million TRY) February
US Non Farm Payrolls January
China Foreign Trade Balance January
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LEGAL NOTICE

This report has been prepared by Tirkiye is Bankasi A.S. economists and analysts by using the information from publicly available sources believed to be
reliable, solely for information purposes; and they are not intended to be construed as an offer or solicitation for the purchase or sale of any financial 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
Tirkiye is Bankasi A.S. and are personal views and opinions of the analysts and economists who prepare the report. No representation or warranty, express
or implied, is made as to the accuracy or completeness of the information contained in this report. All information contained in this report is subject to
change without notice, Tirkiye is Bankasi A,S, accepts no liability whatsoever for any direct or consequential loss arising from any use of this report or its
contents.
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