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In November, the budget posted a surplus of 7.6 billion TRY.

In November, central government budget surplus
contracted by 10.7% yoy and reached 7.6 billion TRY. In
this period, budget expenditures increased by 31.1% yoy to
74.3 billion TRY, while budget revenues increased by
25.6%. In addition, the primary balance in November
yielded a surplus of 14.8 billion TRY.

The effects of the slowdown in economic activity can be
seen on the budget data. In January-November period,
budget revenues increased by 20.2% while expenditures
increased by 24%. Thus, the budget deficit increased by
106% in the relevant period and was realized at 54.5 billion
TRY. In this period, the primary surplus decreased by 39.8
percent to 17.3 billion TRY.

Temporary items supported the budget revenues.

The rapid rise in budget revenues in November was driven
by the revival in tax revenues. In this development, 11
billion TRY increase in provisional corporation tax was
effective. On the other hand, it is observed that private
consumption expenditures and the slowdown in imports
put pressure on budget revenues. In this period, SCT
revenues contracted by 22.7%. Due to the ‘échelle mobile’
system, tax revenues from oil and natural gas products
decreased by 33%, while taxes on motor vehicles fell by
45.7% because of the contraction in the domestic market
and tax cuts to stimulate consumption.

Budget expenditures...

36.5% increase in current transfers in November affected
budget expenditures negatively. This was mainly due to the
increase in social security deficit financing. Personnel
expenses also increased by 27.7% and put pressure on
budget expenditures. In this period, interest expenditures
increased by 40.3% due to the rising borrowing costs.
Interest payments on domestic debt were realized at 4.8
billion TRY in November while external debt interest
payments are amounted to 2.1 billion TRY.
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Expectations...

The slowdown in economic activity has been reflected in
tax revenues since the second half of the year. In addition,
it is noteworthy that the incentives given to stimulate

domestic demand suppress the budget revenues.
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72.1 billion TRY, it is expected that the budget deficit will
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performance of tax revenues due to the slowdown in
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IncomeTax Corporation Domestic Special VAT on
Tax VAT Consumption  Imports
Tax
Central Government Budget (billion TRY)
November % January-November % 2018 Budget NEP Real/NEP
2017 2018 Change 2017 2018 Change Target Target  Target (%)
Expenditures 56.7 74.3 31.1 601.1 745.4 24.0 762.8 821.8 90.7
Interest Expenditures 5.2 7.2 40.3 55.3 719 30.0 71.7 76.4 94.1
Non-Interest Expenditures 51.5 67.1 30.2 545.8 673.5 23.4 691.1 745.4 90.4
Revenues 65.2 81.9 25.6 574.6 690.8 20.2 696.8 749.6 92.2
Tax Revenues 58.4 67.9 16.4 489.3 575.8 17.7 599.4 630.5 91.3
Other Revenues 6.8 13.9 105.3 85.3 115.0 34.8 97.4 119.1 96.6
Budget Balance 8.5 7.6 -10.7 -26.5 -54.5 106.0 -65.9 -72.1 75.7
Primary Balance 13.6 14.8 8.6 28.8 17.3 -39.8 5.8 4.3 403.2

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

Source: Datastream , Ministry of Treasury and Finance
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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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