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8-May 15-May Change 8-May 15-May Change

BIST-100 Index 97,845 99,768 2.0% A EUR/USD 1.0840 1.0815 -02% V
TRY 2 Year Benchmark Rate 9.06%  9.18% 12bp A USD/TRY 7.0820 6.8992 -26% V
Turkey 5-Year CDS 643 616 -27bp ¥ EUR/TRY 7.6766 74628 -28% V
MSCI EM Equity Index 912 901 -1.2% V Gold (USD/ounce) 1,701 1,741 24% A
US 10-Year Bond Rate 0.68% 0.64% -4 bp V¥V Brent Qil (USD/barrel) 31.0 32.5 49% A

bp: basis point

Last week, the second wave concerns about the pandemic, the heightened tension between the US and China and the views that
the room for further monetary policy easing has become limited came to the fore on the world agenda. The data releases
particularly in the US and Euro Area during the week revealed that the pandemic’s damage on the economy persists. While an
intense data flow was monitored also in Turkey, the weak course in economic activity continued. A fluctuating course was seen in
both global and domestic financial markets with the effect of increasing question marks regarding the path of economic recovery
last week. While starting the week at the level of 7.08, USD/TRY fell below the level of 6.90, thanks to growing optimism over
possible swap lines being established with foreign central banks. The CBRT meeting on Thursday will be closely monitored this week.

The data releases in the US displayed a negative outlook. US Consumer Prices
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Due to the coronavirus pandemic, employment losses continued in the US. Although (voy % change)

weekly jobless claims were below the previous week with 2.98 million people, it was
above the expectations of 2.5 million persons. With the latest data, the number of
people applying for jobless claims has increased to 36.5 million since mid-March.
Applications, which were around 200 thousand persons before the pandemic, were
at the lowest levels of the last 50 years.

—CPI
Core CPI

While the industrial production index in the US fell by 11.2% in April, recording the
most rapid monthly decline in its history, the capacity utilization rate came in at
64.9%, 1.8 points below its lowest level in 2009. Retail sales also fell by 16.4% mom
in this period, posting the biggest decline since 1992 when the data first released.
Inflation indicators in the country were also at low levels. Consumer prices declined
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by 0.8% mom in April, recording the highest monthly fall since December 2008, while 65 15
the annual increase in CPl came in at 0.3%. Core CPI also decreased by 0.4% mom, 60 10
receiving its lowest value since 1957. PPl declined by 1.3% on a monthly basis as 55 5
well. < 0
Fed Chair Powell said that the Fed is not considering negative interest rates. 45 -5
Fed Chair Powell emphasized that the economic outlook has been highly uncertain 40 mmmmm Manufacturing PMI (left axis) 10

35 -15

and subject to significant downside risks while stating that their views on negative Industrial Production (yoy % change)
interest rates have not changed and they are not considering using negative rates in 30 -20
his speech on May 13. Expressing that the recovery in the US economy may take a Apr-17 Apr-18 Apr-19 Apr-20
long time, Powell stressed that additional measures may be required in fiscal policy

to support the economy. Euro Area and Germany GDP Growth
(sa, quarterly % change)
Industrial production in the Euro Area fell by 11.3% in March.

Euro Zone

As comprehensive measures were introduced to combat the pandemic in March, Germany

industrial production in the Euro Area dropped by 11.3% mom and by 12.9% yoy.
Among EU countries, the biggest decrease in industrial production on a monthly
basis was recorded in Italy with 28.4%. While the Euro Area economy contracted by
3.8% in the first quarter of the year, economic output in Germany, the region's
largest economy, shrank by 2.2%, in line with expectations.
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Current account deficit became 4.9 billion USD in March.

In March, current account deficit was realized as 4.92 billion USD in Turkey, beating
market expectations. The rapid increase in foreign trade deficit (approximately 6
times yoy) as well as the decrease in service revenues due to the virus outbreak
played role in the expansion of the current account deficit. 12-month current
account surplus decreased to 1.5 billion USD as of March 2020. Although the
normalization steps taken to ease measures against the outbreak are on the
agenda, we think that foreign trade and tourism revenues will continue to put
pressure on the current account balance in the short term (Qur Balance of

Payments Report).
Industrial production decreased by 2% yoy in March.

Calendar adjusted industrial production fell by 2% yoy in March. In this period,
16.6% decline in durable consumer goods manufacturing was noteworthy. Among
the sub-sectors of manufacturing industry, the biggest contraction was in motor
vehicles with 20.3%, followed by clothing with 16.5% and other transportation
vehicles with 15.3%. In the same period , increases in the production of food, paper
and chemical products exceeded 5%. Owing to the high rate of increase in industrial
production in the first two months, industrial production growth in the first quarter
was 4.4%. According to the CBRT Expectations Survey published on Friday,
participants expect a contraction of 1.3% for 2020 in the Turkish economy.

Central government budget posted a deficit of 43.2 billion TRY.

The recent measures against the economic impacts of the coronavirus pandemic
weighed on budget performance in April as it was the case in March. The central
government budget deficit rose by 136% yoy to 43.2 billion TRY in April. In March,
the deficit was 43.7 billion TRY. In April, budget revenues increased by 13.1% yoy to
65.2 billion TRY, while budget expenditures rose by 42.7% yoy to 108.4 billion TRY.
In the first four months of the year, budget revenues and expenditures grew by
16.3% yoy and 19.2% yoy, respectively. In this period, budget deficit became 72.8
billion TRY, more than the half of the year-end target level announced at the
beginning of 2020 (Our Budget Balance Report).

House sales fell by 55.5% yoy in April.

House sales in Turkey dropped by 55.5% yoy to 42,783 units in April. In this period,
mortgaged house sales decreased by 23.9% while other house sales declined by
65.1%. In the first four months of the year, on the other hand, the increase in total
house sales was 8.9% thanks to the 141.4% rise in mortgaged house sales.

Financial markets...

The second wave concerns about the pandemic arising from the steps taken to
restart economic activity gradually and the speech of Fed Chair Powell addressing
the risks regarding the economic outlook put downward pressure on global markets
last week. The news that China is ready to take retaliatory measures against the US
plan to block shipments of semiconductors to Chinese telecom firm also had a
negative impact on markets. The price of Brent crude oil closed the week at 32.5
USD/barrel with an increase of 4.9% wow due to the moderate recovery signals of
global demand as well as production cuts.

While the BIST-100 index increased by 2% on a weekly basis, the compound interest
rate of the 2-year benchmark bond increased by 12 basis points to 9.18%. Turkey's
CDS premium declined by 27 bps wow and finished the week at 616 bps. While
starting last week at the level of 7.08, USD/TRY fell below the level of 6.90, thanks
to growing optimism over possible swap lines being established with foreign central
banks. The CBRT meeting on Thursday will be closely monitored this week.

Industrial Production Index

(caj, %, yoy )
20

15

o

'
2]

t fen
-10

2016 2017 2018 2019 2020

5Y CDS Spread

300 (basis points)
Turkey
650 Brazil
—S. Africa
500 Russia

Jan-20  Feb-20 Mar-20 Apr-20 May-20

Tax Revenues
(yoy % change)
40

30
20

10

-10

-20
2015 2016 2017 2018 2019 2020

BIST-100 and Emerging Markets

(12.31.19=100)
110

100
90

80

MSCI-EM

70 BIST-100

60

Jan-20 Feb-20 Mar-20 Apr-20 May-20

Source: Datastream

18.05.2020


https://ekonomi.isbank.com.tr/
https://ekonomi.isbank.com.tr/en/Pages/balance-of-payments.aspx
https://ekonomi.isbank.com.tr/en/Pages/balance-of-payments.aspx
https://ekonomi.isbank.com.tr/en/Pages/budget-balance.aspx

TURKIYE

Al
BANKASI | research.isbank

Data Releases

Period Consensus Prior

19 May US Housing Starts (unit) April 950k 1.216 million
Germany ZEW Economic Sentiment May 33.5 28.2

20 May TR Consumer Confidence Index May - 54.9
Euro Area CPI, yoy April 0.4% 0.7%

Euro Area Consumer Confidence Index, prelim May -23.4 -22.7

Fed FOMC Minutes April - -

21 May CBRT Monetary Policy Committee Meeting May - 8.75%
US Manufacturing PMI, prelim May 37.8 36.1

US Services PMI, prelim May 30 26.7

US Weekly Jobless Claims (persons) 11/15 May 2.42 million 2.98 million

US Existing Home Sales (unit) April 4.3 million 5.27 million

UK Manufacturing PMI, prelim May 35.0 32.6

UK Services PMI, prelim May 24.0 13.4

22 May TR Capacity Utilization May - 61.6%
TR Real Sector Confidence May - 66.8

Euro Area Manufacturing PMI, prelim May 38.0 33.4

Euro Area Services PMI, prelim May 25 12
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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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