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Foreign trade deficit narrowed by 33.2% yoy in April.

According to TURKSTAT data, in April 2021 the export volume
expanded by 109.2% yoy due to the low base effect and became
18.8 billion USD, while the import volume rose by 61.1% yoy to 21.8
billion USD. Hence, in this period, the foreign trade deficit narrowed
by 33.2% yoy and became 3.1 billion USD. The ratio of exports to
imports increased from 66.2% in April 2020 to 86% in April 2021. In
the January-April period, foreign trade deficit narrowed by 19.7%
yoy and became 14.1 billion USD.

Current account balance posted a deficit of 1.7 billion USD in April.

In April, the current account deficit decreased by 67.7% yoy and
came in at 1.7 billion USD, below market expectations. The market
expectation was that the current account deficit would be 2.2 billion
USD in this period. The decline in the foreign trade deficit and the
improvement in balance of services had a positive impact on the
current account balance. Transportation revenues, one of the sub-
items of the balance of services, increased by almost 4 times
compared to April 2020, when the effects of the pandemic were
intensely felt, and amounted to 551 million USD in April 2021.
Tourism revenues, which was absent in April 2020, also made
contribution to the current account balance by 596 million USD in
April 2021. Thus, the 12-month cumulative current account deficit,
which has continued to decline since February, became 32.7 billion
USD as of April.
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The weak course of foreign direct investments continues.

Nonresidents’ net direct investments in Turkey were realized as 56
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million USD in April. Nonresidents’ direct investments in Turkey,
amounting to 597 million USD, were mostly in the form of real
estate investments (501 million USD). Capital investments
decreased by 54% compared to the previous month and became
177 million USD. Thus, 12-month cumulative net direct investments
were realized as 3.9 billion USD.

In April, there was a net capital outflow of 1.5 billion USD in portfolio
investments.

The capital outflow in portfolio investments has also continued in
April, albeit at a slight slowdown compared to March. Portfolio
investments, in which there was a capital outflow of 2.3 billion USD
in April 2020 due to the impact of the pandemic, recorded a net
capital outflow of 1.5 billion USD in the same month of this year. In
this period, banks’ repayment of eurobonds exceeding 1 billion USD
was effective in the capital outflow in portfolio investments. On the
other hand, nonresidents' made 123 million USD net sales in the
stock market in April, while they made 44 million USD net purchases
in the GDDS market. Thus, due to the total capital outflow of 7.2
billion USD in the last two months, the capital inflow in portfolio
investments decreased to 1.1 billion USD in the last 12 months.
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Capital inflows in other investments were at the highest level of this

year.

In April, net capital inflow in the other investments item became 1.8
billion USD, the highest level of this year. In this period, domestic
deposits of foreign banks increased by a limited amount of 61
million USD. On the other hand, domestic banks' currency and
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deposit assets at their foreign correspondents decreased by 2.5
billion USD in April, playing an important role in the rise of other
investments. In April, banks and the General Government made net
repayments in their loans from abroad in the amounts of 336
million USD and 79 million USD, respectively. Other sectors made a
net loan use of 39 million USD in the same period. According to the
12-month cumulative data, as of April, the long-term debt rollover
ratio became 87.8% in the banking sector and 85.9% in other
sectors.
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Reserve assets decreased by 1.2 billion USD in April.

Reserve assets decreased by 1.2 billion USD in April, while the
decline in reserves became 2.9 billion USD in the January-April
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period. According to 12-month cumulative data, the decrease in
reserve assets became 9.6 billion USD as of April. There was a
capital inflow of 198 million USD in the net errors and omissions
item. Thus, the capital inflow recorded in the last four months in the
net errors and omissions item reached 7.2 billion USD.

Expectations...

According to the preliminary foreign trade data released by the
Ministry of Commerce, export volume expanded by 65.5% yoy to
16.5 billion USD in May, with the realization of delayed demand as
vaccination accelerated in European countries, one of our most
important export markets, and the low base effect. In the same
period, import volume increased by 54% to 20.6 billion USD. Thus,
the foreign trade deficit widened by 20.7% and became 4.1 billion
USD in May. We expect that the strong performance in exports will
continue in the coming months with the normalization steps that
support the economic activity around the world and the annual rise
in the EUR/USD parity. We anticipate that the decline in the number
of new Covid-19 cases along with the vaccinations in Turkey as of
June may have a positive impact on the tourism sector in the
coming months. In this context, the decisions regarding travels to
Turkey taken by Germany and the US are viewed as positive
developments, while the decisions to be taken by Russia, Turkey’s
biggest tourism market, will be closely monitored in the coming
days.
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