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3-Dec 10-Dec Change 3-Dec 10-Dec  Change
BIST-100 Index 1,910 2,035 65% A EUR/USD 1.1313 1.1311 0.0%
TRY 2 Year Benchmark Rate 21.39% 21.07 % -32bp ¥ USD/TRY 13.7000 13.8774 13% A
Turkey 5-Year CDS Premium 537 499 -38bp ¥ EUR/TRY 15.5015 15.7063 13% A
MSCI EM Equity Index 1,225 1,239 1.2% A Gold (USD/ounce) 1,784 1,783 -01% V
US 10-Year Bond Rate 1.36% 1.48% 12bp A Brent Oil (USD/barrel) 69.9 752  75% A

bp: basis point

Last week, developments regarding the Omicron variant were followed in the global markets. The statements suggesting that
three doses of the vaccine developed by BioNTech and Pfizer could be effective against the variant, increased the risk appetite
in the markets. In the US, annual consumer inflation hits a nearly 40-year high by rising 6.8% in November while initial jobless
claims fell to its lowest level since March 2020 according to 4-week averages. In Turkey, industrial production rose 8.5% in
October, where the current account balance gave a surplus of 3.2 billion USD. In the same period, the unemployment rate
decreased to 11.2%. According to the December Survey of Market Participants, for the year-end, consumer inflation expectation
rose to 23.85% whereas USD/TRY rate expectation rose to 13.77. This week, the Fed and the ECB's meetings as well as the
leading PMI data for December in the US and Euro Area will be followed in global markets. In Turkey, the CBRT's monetary

policy meeting will be closely monitored.

Annual inflation in the US reached its highest level in nearly 40 years.

Consumer prices in the US rose by 6.8% yoy in November, in line with the
expectations. Thus, CPl inflation recorded its fastest annual increase since June
1982. Core inflation, excluding unprocessed food and energy prices, rose to
4.9% in November. Michigan consumer confidence index which was above the
expectations by 70.4 in December, also gave positive signals regarding the
spending trend. In the week ending December 4, the initial jobless claims was
184K, well below the market expectations of 215K. In this period, 4-week
average of the initial jobless claims fell to 219K people which is the lowest
level since March 2020.

Export growth in China decelerated in November.

China's exports rose by 22% yoy in November, while imports increased by
31.7%. In this period, the increase in exports lost momentum in line with the
slowdown in demand and increasing costs. However imports posted a strong
growth thanks to rising demand for commodities, especially for coal. In
addition, annual CPI in the country grew by 2.3% in November, below the
expectations, while the annual increase in PPl inflation lost momentum
compared to the previous month, increasing by 12.9%.

In Turkey, industrial production increased 8.5% yoy in October.

According to seasonally and calendar adjusted data, industrial production rose
by 0.6% mom in October following the monthly decline in September. The
production of the mining and quarrying sector decreased by 0.3% compared to
the previous month, while the production of the manufacturing industry and
electricity, gas, steam and air conditioning production and distribution sectors
increased by 0.7% and 0.1%, respectively. According to the calendar adjusted
data, the annual rise in industrial production was 8.5% in October, slightly
above the forecasts. Industrial production, which increased by 18.7% in the
first 10 months of 2021, indicated that the strong course of the economic
activity continued. The PMI data released at the beginning of December
pointed out that the strong course in the manufacturing industry continued in
November as well. On the other hand, rising costs and the slowdown in new
orders pose risks on industrial activity.
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The current account balance posted a surplus of 3.2 billion USD in October.

The current account, which had a deficit of 93 million USD in October 2020,
posted a surplus of 3.2 billion USD in the same month of this year. Positive
performance of the foreign trade balance, posting a surplus for the first time
since. November 2018 thanks to strong exports, was effective in this
development. Annual increase of 1.8 billion USD in net service revenues due
to the rise in transportation and tourism revenues also helped current account
balance to recover. The current account deficit contracted by 71% yoy in the
January-October period to 8.4 billion USD and the 12-month cumulative
current account deficit decreased to 15.4 billion USD.

The unemployment rate fell to 11.2% in October.

Seasonally adjusted unemployment rate decreased by 0.2 points mom to
11.2% in October. The labour force participation rate increased 0.1 percentage
point mom to 52%, the highest level since December 2019. The employment
rate also increased by 0.2 points compared to the same month of the previous
year to 46.2%. While the number of people employed rose 211K in the
services sector in October compared to the previous month, it decreased by
58K in the industry. On the other hand, the labour underutilization rate due to
time, potential labour force and the unemployed increased by 1 percentage
point mom to 22.8%.

Inflation and exchange rate expectations rose in Turkey.

Inflation expectations in Turkey rose significantly in line with the rapid increase
in the exchange rates and producer prices. According to the Survey of Market
Participants published by the CBRT in December, the year-end consumer
inflation expectation, which was 19.31% in the previous period, rose to
23.85%. CPI expectations for the next 12 and 24 months were 21.39% and
14.41%, respectively. While the year-end USD/TRY rate expectation was 13.77,
the USD/TRY rate expectation for the next 12 months increased to 15.56. GDP
growth expectation for 2021 rose to 9.9% in December up from 9.2%.

Omicron concerns in the financial markets eased.

Last week, global markets displayed a positive course due to the news
suggesting that three doses of the vaccine developed by BioNTech and Pfizer
could be effective against the variant. In line with the easing concerns
regarding the variant, global stock indices rose throughout the week. The price
of Brent crude oil, which has been decreasing for the last 6 weeks, increased
7.5% compared to the previous week and rose to 75.2 USD/barrel thanks to
the improvement in demand expectations. While gold prices closed the week
with a limited decline, the US 10-year Treasury bond vyield rose 12 bps to
1.48%, right before the Fed meeting to be held this week.

The positive outlook in the global markets was also reflected in the domestic
markets. BIST-100 index, which carried its continuous rise to the 9th week on a
weekly basis, closed the week at 2.035 by rising 6.5%. Turkey's 5-year CDS risk
premium declined 38 bps to 499 points. Turkish lira followed a volatile course
against the US dollar and the euro during the week in which CBRT intervened
in the market through selling foreign exchange. USD/TRY was 13.88 at the
close on Friday while EUR/TRY became 15.71. TRY started this week with a
rapid depreciation.

This week, the Fed and the ECB's meetings as well as the leading PMI data for
December in the US and Euro Area will be followed in global markets. In
Turkey, the CBRT's monetary policy meeting will be closely monitored.
According to the Reuters poll, CBRT is expected to cut the policy rate by 100
bps.
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December
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November
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December
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Consensus

3.2 billion USD (A)
8.5% (A)

9.2%

3.4%

0.8%
273
3.8%
4.9%

58.5

58.7

0.7%

76.8%

30.0

1.57 million
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54.2

4.9%

Prior

1.7 billion USD
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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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