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Budget deficit was realized as 12.1 billion TRY in May.

Central government budget deficit came in at 12.1 billion
TRY in May. The budget gave a surplus of 2.7 billion TRY in
the same month of the previous year. In this period, budget
revenues increased by 2.2% yoy to 71.6 billion TRY, while
budget expenditures surged up by 24.2% to 83.6 billion
TRY. Primary budget balance, which gave a surplus of 8.7
billion TRY in May 2018, posted a deficit of 4.1 billion TRY in
the same month of this year.
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Central government budget deficit, which was 20.5 billion
TRY in the first five months of 2018, was realized as 66.5
billion TRY in the same period of this year. Primary budget
deficit came in at 20.1 billion TRY in this period.

Tax revenues declined on annual basis in May.

The slowdown in economic activity continued to have
adverse impact on tax revenues in May. Having followed a
weak course since December 2018, tax revenues declined
by 2.3% yoy in this period. While annual fall in corporate
tax (19.3%) and domestic VAT (40.1%) drove the decline in
tax revenues in May, the lack of privatization revenue
during this period also affected budget performance
negatively. On the other hand, rises in other private
revenues and VAT on imports supported budget revenues
in this period.

Central Government Budget

May %

2018 2019 Change

Expenditures 67.3 83.6 24.2
Interest Expenditures 6.0 7.9 31.6
Non-Interest Expenditures 61.3 75.7 23.5
Revenues 70.0 71.6 2.2
Tax Revenues 61.2 59.8 -2.3
Other Revenues 8.8 11.7 33.2
Budget Balance 2.7 -12.1 -
Primary Balance 8.7 -4.1 -

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

Due to the increase in health, retirement and social aid
expenditures in May, current transfers made the largest
contribution to the rise in budget expenditures. Higher
borrowing costs led interest expenditures to increase by
31.6% yoy. On the other hand, the decrease in capital

expenditures  (44.6%) and defense and security
expenditures (45.1%) limited the rise in budget
expenditures.
Budget Expenditures
(TRY billion)
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Expectations...

Due to the weakness in tax revenues, the deterioration in
budget indicators continued in May. Thus, the budget
deficit exceeded 82% of the year-end target in January-May
period. We think that the high level of borrowing costs will
continue to effect budget performance negatively during
the rest of the year. On the other hand the expected
recovery in the economic activity as well as the withdrawal
of temporary tax cuts might support budget revenues.

(billion TRY)

January-May % 2019 Budget Real./
2018 2019 Change Target Target (%)
322.5 414.0 28.4 961.0 43.1
31.4 46.4 47.6 117.3 39.5
291.1 367.6 26.3 843.7 43.6
302.1 347.5 15.0 880.4 39.5
252.1 262.9 4.3 756.5 34.7
50.0 84.6 69.3 1239 68.3
-20.5 -66.5 -- -80.6 82.6
11.0 -20.1 - 36.7 -

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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