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Central government budget gave a surplus in May.

In May, budget revenues increased by 21.8% yoy to 70
billion TRY. In this period, budget expenditures expanded
by 31.7% and became 67.3 billion TRY. Thus, the central
government budget surplus, which was 6.4 billion TRY in
May 2017, contracted by 57.6% and was realized as 2.7
billion TRY in May 2018. Primary surplus was 8.7 billion
TRY.

Regarding the first five months of the year, it is observed
that the central government budget performance has also
deteriorated compared to the same period of the previous
year. While budget revenues expanded by 18.3% in this
period, budget expenditures increased by 20.9%. Thus, the
budget deficit expanded by 9 billion TRY (78.1%)
compared to the first five months of 2017, reaching 20.5
billion TRY. As the rising financing costs pushed interest
expenditures upward, the primary surplus decreased by
23% and became 11 billion TRY.

Provisional corporation tax supported the budget revenues.

The positive contribution of tax revenues to budget
revenues continued in May. While tax revenues increased
by 20.2% yoy during this period, provisional corporation
tax expanding by 3.9 billion TRY (31.2%) and taxes on
foreign trade increasing by 2.8 billion TRY (32.2%) were
effective in this development. On the other hand, the
increase in special consumption tax was seen to be
relatively low in this period. In addition, due to the
increase in VAT refunds in May, the net VAT collection
decreased by 7.9%.
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Central Government Budget
May %
2017 2018 Change
Expenditures 51.1 67.3 31.7
Interest Expenditures 3.7 6.0 64.8
Non-Interest Expenditures 47.4 61.3 29.2
Revenues 57.5 70.0 21.8
Tax Revenues 50.9 61.2 20.2
Other Revenues 6.5 8.8 34.6
Budget Balance 6.4 2.7 -57.6
Primary Balance 10.0 8.7 -13.0

Numbers may not add up to total value due to rounding.

Rise in privatization revenues...

In May, privatization revenues, which also had positive
impact on budget performance, gave the highest
contribution to the increase in budget revenues with 2.5
percentage points; following tax revenues (having a
contribution of 17.9 pp).

Rise in defense expenditures...

In May, budget expenditures expanded by 16.2 billion TRY
compared to the same month of the previous year and
almost all of the main expenditure groups supported this
increase. In this period, the rapid increases in the
subcategories of current transfers were noteworthy. On
the other hand, the rapid decline in transfers of the
government for the financing of the social security deficit
has limited the increase in current transfers. Another
important expenditure figure that emerged in May was
goods and services procurements. Defense spending also
increased significantly in May while expenditures for
immovable capital produce continued to effect budget
expenditures upwardly.
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Expectations...

Budget indicators posted a limited deterioration in the
first five months of the year. Although tax revenues show
a positive outlook thanks to the strong economic activity,
rising public expenditures has negative impact on the
budget realizations. We expect the performance of the
revenues to be decisive in the course of the budget
balance in the second half of the year.

(billion TRY)

January-May % 2018 Budget Real./
2017 2018 Change Target Target (%)
266.8 322.5 20.9 762.8 42.3
25.7 31.4 22.2 71.7 43.8
241.0 2911 20.8 691.1 42.1
255.3 302.1 18.3 696.8 43.3
209.6 252.1 20.2 599.4 42.1
45.6 50.0 9.6 97.4 51.3
-11.5 -20.5 78.1 -65.9 31.0
14.2 11.0 -23.0 5.8 189.6

Source: Datastream , Ministry of Finance

18.06.2018


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

Economic Research Division

izlem Erdem ilker Sahin
Chief Economist Economist
izlem.erdem@isbank.com.tr ilker.sahin@isbank.com.tr
Alper Girler Gamze Can
Unit Manager Economist
alper.gurler@isbank.com.tr gamze.can@isbank.com.tr
H. Erhan Gl Aysim Kalkan
Asst.Manager Asst. Economist
erhan.gul@isbank.com.tr aysim.kalkan@isbank.com.tr

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

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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