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7-Oct 14-Oct Change 7-Oct 14-Oct  Change
BIST-100 Index 3,568 3,627 1.7% A EUR/USD 0.9741 09719 -02% V
TRY 2 Year Benchmark Rate 1557 % 16.03 % 46 bp A USD/TRY 18.5620 18.5585 0.0%
Turkey 5-Year CDS Premium 767 764 -3bp ¥ EUR/TRY 18.0968 18.0592 -02% V
MSCI EM Equity Index 898 863 -3.8% V¥V Gold (USD/ounce) 1,695 1642 -31% V
US 10-Year Bond Rate 3.89% 4.01% 12bp A Brent Oil (USD/barrel) 97.9 916 -64% V

bp: basis point

Inflation data announced in the US last week was above market expectations and supported the prospects that the Fed
will raise interest rates by 75 basis points at its meeting in early November. The IMF kept its global growth forecast at
3.2% for 2022, while lowering it from 2.9% to 2.7% for 2023. In Turkey, industrial production performed the slowest
annual increase of the last 26 months at 1% in August. In the same period the current account balance posted a deficit of
3.1 billion USD. In September, house sales across Turkey decreased by 22.9% yoy, while the central government budget
gave a deficit of 78.6 billion TRY. This week, industrial production index and data on the housing market of the US stand
out on global markets agenda. In Turkey, where the CBRT meeting will be followed, consumer confidence index and

central government debt stock data will be announced.

Inflation in the US was higher than expected in September.

In the US, consumer prices increased by 0.4% on a monthly basis, above the market
expectations, while annual CPI inflation reached 8.2% in September. The core CPI
rose by 0.6% on a monthly basis for the second month in a row, pointing to the
persistence of inflationary pressure across the economy. Annual core CPI reached
6.6%, the highest level in the last 40 years.

Annual PPl inflation in the country rose by 0.4% on a monthly basis in September,
following the decline in July and August. In addition to the data showing that
inflationary pressures continue in the US, the statements of Fed officials pointing
out that they support monetary tightening throughout the week strengthened the
expectations that the Fed will hike interest rates by 75 basis points at its meeting in
November.

IMF revised its global growth forecasts.

IMF revised its economic growth forecasts in its World Economic Outlook Report,
by taking into account the continuing deterioration in inflation indicators and the
negative effects of the Russia-Ukraine war on economic activity. The organization
kept its global growth forecast unchanged at 3.2% for 2022 while decreasing it from
2.9% to 2.7% for 2023. On the other hand, the IMF increased its 2022 growth
forecast for Tirkiye from 4% to 5%, while lowering its growth forecast for 2023 by
0.5 points to 3%. The agency's year-end CPl inflation forecasts for Turkiye for 2022
and 2023 were 73.5% and 36.9%, respectively.

In the October issue of the Fiscal Monitor Report, IMF emphasized that the global
public debt stock is expected to reach 91% of GDP in 2022, and reported that this
rate is approximately 7.5 points above pre-pandemic levels in many countries.
Noting that sharp increases in food and energy prices put pressure on the public
sector, the report stated that almost 60% of the lowest-income economies are
already in debt distress or face high risk.

OPEC and IEA lowered their oil demand growth expectations for 2022 and 2023.

OPEC lowered its expectation for daily increase in oil demand by 460K barrels for
2022 and 360K barrels for 2023. The determining factors in the downward revision
of expectations on demand were signs of slowdown in the global economy, the
tightening in China's measures against Covid-19 and the contractionary effects of
high inflation on a global scale. The International Energy Agency also drew attention
to the risk of recession in developing economies, especially in European countries,

US CPland PPl Inflation

(annual, %)
14.0
12.0 = CP|
10.0 PPl
8.0
6.0
4.0
2.0 ‘,_/\/v
0.0
-2.0
2019 2020 2021 2022
IMF Projections (annual % change)
October Change*
Projections (%) (% point)
2022 2023 2022 2023
GDP Growth
World 32 2.7 0.0 -0.2
UsS 16 1.0 -0.7 0.0
Euro Area 3.1 05 05 -0.7
Turkiye 5.0 30 1.0 -0.5

(*) Difference from July projections

Brent Crude Oil Price

140 (USD/barrel)

120
100
80
60

40

Oct-21 Jan-22 Apr-22 Jul-22 Oct-22

Source: IMF, Datastream

October 17, 2022


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

Weekly Bulletin - October 2022 / 40

N \ )
TURKIYE $ BANKASI ‘ research.isbank

and reduced the growth expectation in oil demand. Qil prices ended the week with
a 6.4% decrease, amid expectations that global oil demand will decline.

In August, the current account deficit was 3.1 billion USD.

The current account, which posted a surplus of 1.1 billion USD in August 2021, gave
a deficit of 3.1 billion USD in the same month of this year. Net non-monetary gold
and energy imports continued to be the leading factors in the widening of the
current account deficit. In August, net tourism revenues were at a historically high
level with 5.1 billion USD. Portfolio investments, which posted uninterrupted capital
outflows since October 2021, posted capital inflow in August. In addition, the
strong inflow recorded in the other investments item was noted (our Balance of

Payments report).
The central government budget posted a deficit of 78.6 billion TRY in September.

In September, budget expenditures increased by 101.8% yoy to 286 billion TRY,
while budget revenues rose by 75.5% to 207 billion TRY. In this period, the primary
deficit was 45.5 billion TRY. Thus, the central government budget posted a deficit of
78.6 billion TRY in September and 45.5 billion TRY in the first 9 months of the year.
According to the 2023 Central Government Budget Bill, the central government
budget is expected to have a deficit of 659 billion TL in 2023 and the budget deficit
to GDP ratio is expected to be at the level of 3.5% (our Budget Balance report).

Industrial production rose 1% yoy in August.

The calendar adjusted industrial production in Tirkiye recorded the slowest
increase in the last 26 months with 1% in August. Seasonally and calendar adjusted
industrial production, which declined rapidly on a monthly basis in July, increased
by 2.4% in August compared to the previous month. Production rose in all groups
except for mining and quarrying sector on the basis of main industry groups and
high-tech products on the basis of technology intensity compared to the previous
month.

The decline in house sales continued in September.

House sales across Turkiye declined on an annual basis in September after July-
August. In this period, sales decreased by 22.9% to 113.4K units, while the share of
mortgage sales in total sales, which decreased by 43% on an annual basis, was at its
lowest level since December 2020 with 15%. House sales to foreigners also
decreased by 23.8% yoy in September.

The year-end inflation expectation of the market was 67.78%.

According to the results of the CBRT's Market Participants Survey, the year-end
inflation expectation, which was 67.73% in the previous survey period, rose to
67.78% in October, while the CPI increase expectation for the next 12 months
increased from 36.74% to 37.34%. According to the survey, the GDP growth
forecast for 2022 increased from 4.8% to 5.1%, while the current account deficit
expectation rose from 45.9 billion USD to 49.2 billion USD.

Financial markets...

Global stock markets fluctuated last week, focusing on inflation data in the US.
While the DXY index maintained its strong outlook, the US 10-year Treasury bond
yield exceeded 4% for the first time since 2008.

BIST-100 index diverged positively from emerging markets and closed the week
with an increase. Turkey's 5-year CDS premium ended the week at 764 basis points
with a 3 basis point decline, while the Turkish lira followed a flat course against the
UsS dollar.

This week's agenda...

This week, the industrial production index to be announced in the US and the data
on the house market are on the agenda of global markets. In Turkey, in addition to
the CBRT meeting, the consumer confidence index and central government debt
stock data will be followed.
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Data Releases

TR Budget Balance

USA NY Fed Manufacturing Index

USA Industrial Production, mom

USA Capacity Utilization Rate

China GDP Growth, yoy

USA Housing Starts, units
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CBRT Monetary Policy Meeting
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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.

This report is copyright-protected. Reproducing, publishing and/or distributing this report in whole or in part is therefore prohibited. All rights reserved.

October 17, 2022


mailto:alper.gurler@isbank.com.tr
mailto:erhan.gul@isbank.com.tr
mailto:dilek.kaya@isbank.com.tr
mailto:bengisu.tuncer@isbank.com.tr
mailto:mine.gungor2@isbank.com.tr
http://ekonomi.isbank.com.tr/

