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29-Dec 5-Jan Change 29-Dec  5-Jan  Change
BIST-100 Index 7,470 7,629 21% A EUR/USD 1.1036 1.0941 -09% V¥
TRY 2 Year Benchmark Rate 39.68 % 4137% 169bp A USD/TRY 29.4766 29.8202 12% A
Tirkiye 5-Year CDS Premium 279 302 23bp A EUR/TRY 32.5389 32.6307 03% A
MSCI EM Equity Index 1,024 1,004 -1.9% V¥V Gold (USD/ounce) 2,063 2,045 -08% V
US 10-Year Bond Rate 3.86 % 4.04 % 18 bp A Brent Qil (USD/barrel) 77.0 788 22% A

bp: basis point

Fed’s December meeting minutes that released last week showed that the path of interest rate cuts was uncertain. Although
higher-than-expected US non-farm payrolls strengthened the views that interest rate cuts would be postponed, the ISM services
PMI data, which came in well below the market expectations, limited the impact of this perception. Annual HICP inflation in the
Euro Area was realized as 2.9% in December, slightly below the expectations. In Tlirkiye, CPI inflation was realized as 2.93% mom
and 64.77% yoy in December. Thus, annual inflation at the end of 2023 was in line with CBRT forecasts. According to the Ministry
of Trade data, foreign trade deficit narrowed by 37.1% yoy in December and 3.2% for the whole the year. Domestic sales in
automobile and light commercial vehicle market reached a historical high of 1.2 million units in 2023. This week, a heavy data

flow will be followed.

A busy data agenda was followed in the US.

Last week, the minutes of the Fed’s meeting held on December 13" were
released. In the minutes, it was stated that inflation in the US has remained
elevated despite the recent slowdown and that there has been no significant
easing in the labor market. The minutes highlighted growing concerns about
the risks to the economy from overly restrictive monetary policy, while Fed
members gave no sign about the path of interest rate cuts. Non-farm payrolls
increased by 216 thousand people in December, well above the market
expectation of 170 thousand people and supported the views that interest rate
cuts could come later than expected in the first instance. On the other hand,
the fact that increase in payrolls led by the public sector and remaining of
overall increase in payrolls below the monthly average of 2023, limited the
effects of the said views. ISM services PMI was realized at the lowest level of
the last 7 months in December, significantly below the market expectations.
Thus the market expectation that the Fed would start rate cuts in the second
quarter remained strong.

Annual HICP inflation in the Euro Area was realized as 2.9% according to flash
figures.

Final reading of December PMI data in the Euro Area showed that pressure on
economic activity in the Region continued. According to the manufacturing PMI
index, which was revised to 44.4 in this period, the contraction in the sector
reached the 18th consecutive month. Services PMI, which was announced as
48.8, remained below the 50 threshold level for the fifth month in a row. On
the other hand, HICP inflation in the Region came in at 0.2% mom and 2.9% yoy
in December according to flash data. Thus, annual HICP inflation was realized
below the market expectations despite the annual figure has risen compared to
the previous month, while core HICP maintained its downward trend with 3.4%
yoy in the same period. Moreover, PPl inflation fell by 8.8% yoy in December,
confirming the decline in inflationary pressures.

Annual CPl inflation in Tirkiye was 64.77% at the end of 2023.

According to the data released last week, CPI, which recorded the lowest
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monthly increase of the last 7 months with 2.93% in December, rose by
64.77% yoy in 2023 and realized in line with CBRT’s year-end expectations. In
this period, D-PPI remained below the headline CPI inflation, realized as
1.14% mom and 44.22% yoy, respectively (Our Inflation Report).

In December, foreign trade deficit narrowed by 37.1% yoy.

According to the data released by the Ministry of Trade, exports increased
slightly by 0.4% yoy to 23 billion USD in December. In this period, imports fell
by 10.7% yoy to 29.1 billion USD. Thus, foreign trade deficit, which decreased
by 37.1% yoy, became 6.1 billion USD in the last month of the year. In 2023,
exports and imports reached 255.8 billion USD and 361.8 billion USD,
respectively. In the whole year, foreign trade deficit decreased by 3.2%
compared to 2022 to 106 billion USD.

Automobile and light commercial vehicle sales reached 1.2 million units in
2023.

According to data released by the Automotive Distributors’ and Mobility
Association (ODMD), the domestic automobile and light commercial vehicle
market expanded by 37.7% yoy in December and reached 159 thousand units.
Thus, the automobile and light commercial vehicle market broke an all-time
record with 1.2 million units sold in 2023. Automobile sales, which increased
by 63.2% on an annual basis, accounted for 78% of the total market with
967,341 units, while electric vehicle sales, which were recorded as 7,733 units
in 2022, reached 72,179 units in 2023. So, the share of EVs in total
automobile sales increased from 1.3% to 7.5%.

Financial markets...

Last week, Fed minutes and data flow pointing to the continued strong
outlook in the US labor market had a negative impact on global risk appetite.
US 10-year bond yield rose by 18 bps on a weekly basis to 4.04%, while global
stock indices decreased. Despite the concerns over global demand, Brent
crude oil prices rose by 2.2% last week, due to ongoing geopolitical risks. On
the other hand, oil prices started the this week with a downward trend led by
Saudi Arabia’s decision to lower oil prices and OPEC’s production increase in
December.

BIST-100 index increased by 2.1% last week. In line with global developments,
Turkiye's 5-year CDS premium rose sharply by 23 bps last week, while the 2-
year benchmark bond vyield reached 41.37%. Depreciation of Turkish lira
against other currencies accelerated slightly last week.

This week's agenda...

This week, inflation data to be released in the US and China stand out in
global markets. In Turkiye, industrial production, balance of payments, retail
sales and labor statistics for November will be announced. On the other hand,
this week economy management’s investor day in New York and Moody’s
Turkiye credit rating assessment which is expected to be announced on Friday
will also be followed closely.

Inflation Indicators

(mom, %)
25
— CPI
20
= D-PPI
15
10
5 2.93
0 1.14
-5
Dec-21 Jun-22 Dec-22 Jun-23 Dec-23

Foreign Trade
(billion USD)

400 MExports M Imports Trade Balance

30.0

20.

10.
0.0

o

o

-10.0

-20.0

Dec-22 Mar-23 Jun-23 Sep-23 Dec-23

Automotive Market

(thousand unit)
1500

B Passenger Car B Light Commercial 1,233

1200

900

956
621 773 737 8
600 479
300 I I
0

2017 2018 2019 2020 2021 2022 2023

BIST-100 and CDS Premium

10,000 — BIST-100 850
9,000 == 5-Year CDS Premium (rhs) 750
8,000 650
7,000 550
6,000 450
5,000 350
4,000 250

Jan-23 Apr-23 Jul-23 Oct-23 Jan-24

Source: TURKSTAT, Ministry of Trade, ODMD, Datastream

January 8, 2024


https://ekonomi.isbank.com.tr/
https://ekonomi.isbank.com.tr/en/Pages/inflation-report.aspx

o . Al
TURKIYE BANKASI | research.isbank

Data Releases

Period Consensus Prior
8 January TR Treasury Cash Balance December - 95.3 billion TRY
Euro Area Retail Sales, mom November -0.3% 0.1%
Euro Area Unemployment Rate November 6.5% 6.5%
Euro Area Sentix Index January -15.5 -16.8
9 January US Trade Balance November -65.0 billion USD -64.3 billion USD
Germany Industrial Output, mom November 0.2% -0.4%
10 January TR Industrial Production, yoy November - 1.1%
TR Unemployment Rate November - 8.5%
TR Construction Cost Index, yoy November - 65.9%
11 January US CPI Inflation, yoy December 3.2% 3.1%
US Core CPI Inflation, yoy December 3.8% 4.0%
12 January TR Current Account Balance November - 186 million USD
TR Retail Sales, yoy November - 13.7%
US PPI Inflation, yoy December 1.35% 0.9%
China CPI Inflation, yoy December - -0.5%
China Trade Balance December - 68.4 billion USD

(A) Actual
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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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