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24-Dec 31-Dec Change 24-Dec  31-Dec Change

BIST-100 Index 1,426 1,477 3.6% A EUR/USD 1.2186 1.2213 02% A
TRY 2 Year Benchmark Rate 14.85% 14.96% 11bp A USD/TRY 7.5747 74320 -19% V
Turkey 5-Year CDS 315 299 -16 bp ¥ EUR/TRY 9.2355 9.0833 -1.6% V
MSCI EM Equity Index 1,254 1,291 3.0% A Gold (USD/ounce) 1,877 1,896 1.1% A
US 10-Year Bond Rate 0.93% 0.91% -2bp ¥ Brent Oil (USD/barrel) 51.3 51.8 1.0% A

bp: basis point

Last week, the developments regarding the coronavirus vaccine and the approval of the stimulus package in the US were
effective in the overall positive outlook of the global markets. Domestic markets followed a calm course throughout the week,
while the gross minimum wage for 2021 was decided to be 3,577.50 TRY in Turkey. In December, annual CPI inflation rose
above the expectations and became 14.6%. In the same period, the economic confidence index decreased to 86.4, while the
manufacturing PMI declined to 50.8 but remained above the threshold value of 50, indicating that the growth in the sector

continues.

Developments in the US...

Last week, US President Trump approved 900 billion USD economic relief
package and 1.4 trillion USD financial budget bill for 2021, which has been
closely followed by the markets for a while. The number of applicants for
unemployment benefits in the US was realized well below market expectations
and became 787 thousand people. Thus the initial jobless claims decreased by
19 thousand people compared to the previous week. In addition, the US
announced that it increased tariffs on some EU products due to the Boeing-
Airbus dispute.

PMI data in China declined in December.

The official PMI data for December released last week in China pointed to a
slowdown in manufacturing and services sectors compared to November.
Services PMI kept its strong course despite declining to 55.7 from 56.4 in
November while manufacturing PMI decreased from 52.1 in November to 51.9
due to the increase in transportation and labor costs. In addition to this, Caixin
manufacturing PMI data for December was also realized below market
expectations and became 53.

In Turkey, annual CPI inflation in December was realized as 14.6%.

Inflation figures came in above market expectations in December. While
monthly increase in CPl was 1.25%, annual CPI increased to 14.6%. In this
period, prices in all main expenditure groups except clothing and footwear
increased on annual basis, while price increase in food and transportation
groups were particularly noteworthy. Domestic PPl increased by 2.36% on
monthly basis and by 25.15% annually. On the other hand, electricity prices
were increased by approximately 6%, while natural gas prices by 1% and bridge
tolls by 26% in 2021 (Our Inflation Report).

Foreign trade deficit increased by 153.5% yoy in November.

According to TURKSTAT data, exports decreased by 0.9% to 16.1 billion USD in
November compared to the same month of the previous year, while imports
increased by 15.9% to 21.1 billion USD. Hence, foreign trade deficit increased
by 153.5% year-on-year to 5 billion USD. Foreign trade deficit in January-
November period also increased by 82.5% compared to the same period of the
previous year.
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According to the data released by the Ministry of Treasury and Finance, as of
September 30th, Turkey's gross external debt stock amounted to 435.1 billion
USD, while external debt stock to GDP ratio stood at 59.1%. Turkey's net
foreign debt stock was 262.2 billion USD in this period.

Securities...

Statistics published by CBRT revealed that during the week of December 25th,
net portfolio of the non-residents decreased by 18.8 million USD in equities
and increased by 106.7 billion USD in government domestic debt securities. By
the same week compared to end of November, CBRT’s gross and net FX
reserves have become 51.6 billion USD and 15.5 billion USD, respectively. Total
reserves were realized as 94.6 billion USD.

Economic confidence index declined to 86.4 in December.

Economic confidence index in December has declined by 3.5% mom to 86.4.
This stemmed from the fall in services, retail and construction indices where
the steepest decline has been recorded in the services sector (9.2%) on a
monthly basis. Manufacturing PMI was also down in December, dropping by
0.6 points mom to 50.8. Despite the deceleration, PMI figures pointed out that
recovery in the manufacturing sector continues.

Minimum wage for 2021 was announced in Turkey.

Last week, the Commission including the representatives of employees,
employers and the government has determined the minimum wage which will
be implemented from the 1st of January 2021. Accordingly, gross and net
minimum wages for 2021 were announced as 3,577.50 TRY and 2,825.90 TRY
(rising 21.56% yoy) respectively.

UK and Turkey signed free trade agreement.

On Tuesday, the UK and Turkey signed a free trade agreement, which is valid
since January 1, 2021. It was stated that the agreement covers all industrial
and agricultural products, while the efforts to broaden the agreement will
continue to cover investments and services.

Financial markets...

Having few macro data on agenda, global markets generally followed a positive
course last week due to vaccine developments, the approval of the economic
support package in the US and the deal between the EU and the UK regarding
the post-Brexit trade agreement.

The positive effects of the CBRT's interest rate hike decision reflected on
domestic markets. During last week Turkey's 5-year CDS risk premium followed
a downward trend and came in to 299 basis points. Thus, the CDS risk
premium fell below 300 basis points for the first time since February. BIST-100
index increased by 3.6% and closed at 1,477 points. USD/TRY decreased by
1.9% on a weekly basis and closed at 7.43 on Thursday, while EUR/TRY
decreased by 1.6% in the same period to 9.08.

Turkish lira, which has recently appreciated rapidly, depreciated against other
currencies throughout the year as a whole. In 2020, USD/TRY increased by 25%
and EUR/TRY rose by 36.2%. BIST-100 index, on the other hand, completed
2020 with an increase of 29.1%.

Non-Residents' Net Portfolio
Transactions

(3-week moving sum, million USD)

2,000
1,600
1,200

800
400
0
-400
-800

-1,200

-1,600

-2,000

4

Equity
— GDDS

Mar-20 Jun-20 Sep-20 Dec-20

110
100
90
80
70
60
50
40
30
20

Economic Confidence Index
Sectoral Indices

)

Services Confidence Index
Retail Trade Confidence Index
Construction Confidence Index

Dec-19 Mar-20 Jun-20 Sep-20 Dec-20

Global Stock Markets

2,700 1,350
2,600 1,300
) 500 1,250

1,200
2,400

1,150
2,300 1,100
2,200 —— MSCI - World 1,050
2,100 — MSCI - Emerging (right axis) 1,000

Sep-20 Oct-20 Nov-20 Dec-20

CDS and USD/TRY

700
8.6
82 600
7.8 500
7.4
400
7
66 300
USD/TRY CDS (right axis)
6.2 200
Mar-20 Jun-20 Sep-20 Dec-20

Source: TURKSTAT, CBRT, Datastream

04.01.2021


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

TURKIYE

Y
BANKASI | research.isbank

Data Releases

Period Consensus Prior
4 January TR CPI, yoy December 14.6%(A) 14.0%
TR Manufacturing PMI December 50.8(A) 51.4
US Markit Manufacturing PMI, final December - 56.5
Euro Area Manufacturing PMI, final December 55.2(A) 55.5
5 January TR Treasury Cash Balance December - 12.55 billion TRY
US ISM Manufacturing PMI December 56.8 57.5
Germany Unemployment Rate December 6.1% 6.1%
6 January US Markit Services PMI, final December - 55.3
US Factory Orders, mom November 0.6% 1.0%
US ADP National Employment December 159k 307k
Euro Area Services PMI, final December 47 .3 47 .3
Germany Services PMI, final December 47.5 47.7
Germany CPI, yoy, prelim December -0.3% -0.3%
7 January US ISM Services PMI December 54.8 55.9
US Initial Jobless Claims, person 28 December-1 January - 787k
Euro Area Consumer Confidence Index, final December -13.9 -13.9
Euro Area CPI, yoy, prelim December -0.2% -0.3%
Germany Industrial Orders, mom November -1.5% 2.9%
8 January US Unemployment Rate December 6.7% 6.7%
US Non-Farm Payrolls December 100k 245k
Euro Area Unemployment Rate November 8.5% 8.4%
Germany Industrial Production, mom November 0.7% 3.2%
(A) Actual
04.01.2021 3


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

Economic Research Division

izlem Erdem H. Erhan Gl
Chief Economist Asst. Manager
izlem.erdem@isbank.com.tr erhan.gul@isbank.com.tr
Alper Gurler irem Turan Tas
Unit Manager Asst. Economist
alper.gurler@isbank.com.tr irem.turan@isbank.com.tr

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

LEGAL NOTICE

This report has been prepared by Tiirkiye 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, Tiirkiye 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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