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8-Dec 15-Dec Change 8-Dec 15-Dec  Change
BIST-100 Index 7,914 7,994 1.0% A EUR/USD 1.0761 1.0894 12% A
TRY 2 Year Benchmark Rate 38.44 % 37.55% -89bp ¥ USD/TRY 28.8557 289511 03% A
Turkey 5-Year CDS Premium 329 286 -43bp V  EUR/TRY 31.1480 31.5850 1.4% A
MSCI EM Equity Index 975 1,001 2.7% A Gold (USD/ounce) 2,003 2,018 07% A
US 10-Year Bond Rate 4.25% 393% -32bp ¥ Brent Oil (USD/barrel) 75.8 766 09% A

bp: basis point

Last week, markets closely monitored the decisions of major central banks. While Fed, ECB, and BoE kept policy rates
unchanged, the statements made after the Fed meeting led global risk appetite to increase. US data revealed that inflationary
pressures eased and economic activity continued to lose momentum. Flash PMI data for December in Euro Area also confirmed
the weakness in economic activity for the Region. In Tiirkiye, house sales continued to decline in November, when the central
government budget posted a surplus of 75.6 billion TRY. According to CBRT’s Survey of Market Participants, inflation and
exchange rate expectations declined in December. Last week, despite its planned schedule, Moody’s did not announce its review
on Tlrkiye's credit rating. This week, US personal consumption expenditures data for November and CBRT Monetary Policy

Committee meeting stands out on the agenda.

Fed held policy rate steady in line with expectations.

Last week, Fed held the policy rate at 5.25%-5.50%, in line with
expectations. The projections published after the meeting showed that Fed
members projected 75 bps interest rate cut in 2024, while the inflation
projections of the members decreased compared to September forecasts.
Fed Chairman Powell’s statement that the timing of the interest rate cuts
was discussed at the meeting, led timing of interest rate cut expectations to
be brought forward in the markets. According to market expectations, the
probability that the Fed’s policy rate in March will be lower than the
current level became 75%.

Last week, US data pointed out that the inflationary pressures have eased
and the loss of momentum in economic activity continued. CPI, which
recorded a limited increase on a monthly basis with 0.1% in November,
recorded the fastest decline yoy in the last five months with 3.1%. Core CPI
inflation, excluding energy and food, was above the headline inflation with
0.3% and 4.0% on a monthly and annual basis, respectively. While industrial
production increased below expectations with 0.2% in November, flash
manufacturing PMI data for December reached 48.2, indicating that the
sector contracted in the last month of the year. During this period, flash
services PMI showed that economic activity in services sector continued to
expand at a limited rate with 51.3.

In the Euro Area, decline in economic activity continues.

In the Euro Area, flash manufacturing PMI continued to remain below the
threshold level for the 18th consecutive month with 44.2, while flash
services PMI data remained below the 50 value for the 5th month with
48.1, indicating a contraction in the sector.

ECB and BoE held their policy rates steady.

European Central Bank (ECB) left reference interest rates unchanged at its
December meeting. While ECB President Lagarde said in her statement that
ECB would continue to follow a data-dependent approach to determining
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the appropriate level and duration of restriction, while stating no discussion
were held on rate cuts. In the projections published after the meeting,
inflation and growth forecasts for 2024 were updated downwards.
Accordingly, the annual HICP inflation forecast for next year revised from
3.2% to 2.7%, and the growth forecast was reduced from 1.0% to 0.8%. The
Bank of England (BoE) also held the policy rate steady in line with market
expectations, leaving it at 5.25%, the highest level in the last 15 years.

Central government budget posted a surplus of 75.6 billion TRY in November.

In November, budget revenues increased by 114.8% yoy to 746.8 billion
TRY, while budget expenditures rose by 180.3% yoy to 671.1 billion TRY.
Therefore, central government budget posted a surplus of 75.6 billion TRY
in November. Thus, budget deficit was realized as 532.4 billion TRY in
January-November period (Our Budget Balance report).

Inflation and USD/TRY expectations continued to decline.

According to CBRT's Survey of Market Participants, annual CPI inflation
expectations fell to 65.4% for the end of 2023 and 41.2% for 12 months
ahead. In the survey, USD/TRY expectations fell to 29.6 for the end of this
year and 39.5 for 12 months ahead. Growth expectation for 2023 was
realized at 4.2%. Participants’ December policy rate expectation was
realized as 42.5%, indicating that markets anticipate a 250 bps rate hike at
this week’s CBRT meeting.

House sales decreased in November as well.

In November, domestic house sales decreased by 20.6% yoy to 93,514
units. In this month, mortgaged house sales and other sales decreased by
68.5% and 12.7% yoy, respectively. In January-November period, house
sales decreased by 14.9% compared to the same period in 2022 to less than
1.1 million units.

Financial markets...

Last week, global risk appetite increased after the Fed meeting, while the
US dollar remained under pressure. Gold prices, supported by the fall in the
US dollar, rose by 0.7% to 2,018 USD/ounce, while Brent crude oil prices
rose by 1.9% to 76.6 USD/ barrel.

BIST-100 index, which was under pressure in the first half of the week,
recovered its losses in the following days and ended the week with a
limited rise. 2-year benchmark bond yield rose on a weekly basis, while the
Turkish lira continued to decline against the US dollar and euro. Moody’s,
which was expected to make an assessment on Turkiye’s credit rating on
Friday last week, did not release any statement.

This week'’s agenda...

This week, the CBRT meeting and US personal consumption expenditures
data stand out on the agenda.
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Data Releases

TR Residential Property Price Index, yoy
USA Housing Starts, units

Euro Area CPI Inflation, final, mom

TR Consumer Confidence Index

TR Central Government Gross Debt Stock
USA Consumer Confidence

USA Existing Home Sales, units

Euro Area Consumer Confidence, flash
China Central Bank Meeting

CBRT Monetary Policy Meeting

USA GDP Growth, final, yoy

US Philadelphia Fed Business Index

TR Foreign Visitors, yoy

USA Personal Comsumption Expenditures, mom
USA Core PCE, mom

USA Durable Goods Orders, mom

USA Michigan Consumer Confidence, final
USA New Home Sales, units
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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.
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