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Foreign trade deficit expanded by 20.2% yoy in May.

According to TURKSTAT data, the export volume expanded by 65.7%
yoy and became 16.5 billion USD, while the import volume rose by
54% yoy to 20.6 billion USD in May 2021. Hence, in this period, the
foreign trade deficit expanded by 20.2% yoy and became 4.1 billion
USD. The ratio of exports to imports rose from 74.3% in May 2020 to
80% in May 2021. In the January-May period, foreign trade deficit
narrowed by 13.1% yoy and became 18.3 billion USD.

Current account balance posted a deficit of 3.1 billion USD in May.

In May, the current account deficit decreased by 23% yoy and came
in at 3.1 billion USD, close to market expectations. In this period the
improvement in balance of services on an annual basis was behind
the decline in the current account deficit. Because of the low base
effect, transportation and tourism revenues increased rapidly in May
like in April. In May, a net income of 546 million USD was recorded in
transportation revenues. Tourism revenues, which recorded no
income in May 2020, contributed 665 million USD to the current
account balance in May even though the the restrictive measures
against the pandemic were in place and pointed out that the
recovery in the sector continued. Thus, in the January-May period,
the current account deficit decreased by 30% yoy and became 12.7
billion USD. The 12-month cumulative current account deficit also
continued its downward trend and declined to 31.9 billion USD as of
May.

Current Account Balance
(12-month cumulative, USD billion)

20

-20
-31.858

-40
-60
2015 2016 2017 2018 2019 2020 2021
In May, capital investments increased on an annual basis.
Nonresidents’ net direct investments to Turkey became 304 million

USD in May. In this period, nonresidents' direct investments were
realized as 619 million USD and 222 million USD of that amount were

real estate investments. However, rising by 50.6% yoy with the
contribution of low base, the share of capital investments increased
in nonresidents’ direct investments. 12-month cumulative net direct
investments were realized as 4.1 billion USD as of May.
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In May, there was a net capital inflow of 836 million USD in portfolio
investments.

Following the rapid capital outflows in March-April period, a net
capital inflow of 836 million USD was recorded in portfolio
investments in May. There had been a capital outflow of 2.6 billion
USD in portfolio investments in May 2020, when the effects of the
pandemic were felt intensely and uncertainty concerns were high in
the markets. While the inflow of 316 million USD in May resulted
from the reduction of foreign assets of domestic residents, mainly
banks, non-residents made a net purchase of 99 million USD in the
stock market and 349 million USD in the GDDS markets. With the
inflows recorded in May, the capital outflow in portfolio investments
decreased to 904 million USD in the January-May period, and the net
capital inflow in portfolio investments increased to 4.9 billion USD in
the last 12-month period.

Capital inflows in other investments increased rapidly in May.

Net capital inflow in the other investments item increased by 89% in
May compared to the previous month and reached to 3.4 billion
USD, the highest level of this year. In this period, nonresident banks’
deposit accounts held within domestic banks increased rapidly (933
million USD) compared to the previous month. On the other hand,
domestic banks” currency and deposits within their foreign
correspondent banks, which decreased by 2.5 billion USD in April,

Net Capital Flows
80 (12-month cumulative, bilion USD)

60

40

| |
20 R

-60  mReserves *)
H Portfolio Investment

May-19 Nov-19

IIII 11.0
[ |
20 [ | III IIII I

May-20

41

= Net Errors and Omissions
B Direct Investment

Other Investment
Current Account Balance

Nov-20 May-21

Source: Datastream, Turkstat, CBRT

12.07.2021


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

Balance of Payments / May 2021

N \ )
TURKIYE $ BANKASI | research.isbank

increased by 837 million USD in May and limited the inflows
originating from other investments. In May, banks made a net
repayment of 674 million USD and the General Government made a
net repayment of 19 million USD for loans provided abroad. On the
other hand, other sectors made 3.6 billion USD net borrowing in
May. According to the 12-month cumulative data, as of May, the
long-term debt rollover ratio became 87.8% in the banking sector
and 107.7% in other sectors.

Reserve assets increased by 1.3 billion USD in May.

Reserve assets increased by 1.3 billion USD in May. According to the
12-month cumulative data, the decline in reserve assets became 11
billion USD as of May. In May, there was a limited capital outflow of
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154 million USD in the net errors and omissions item. In the first 5
months of the year, a capital inflow of 6.7 billion USD was recorded
in the net errors and omissions item.

Expectations...

According to the preliminary foreign trade data released by the
Ministry of Commerce, export volume increased by 46.9% yoy to
19.8 billion USD in June as foreign demand has maintained its strong
course. In the same period, import volume increased by 38.9% to
22.7 billion USD. The foreign trade deficit widened by 1% and
became 2.9 billion USD. Provisional data pointed out that the
development in foreign trade has also affected the current account
balance positively in June. While the rapid spread of the delta
variant, which creates 4th wave concerns in the pandemic, is closely
monitored on a global scale, the news that most of the current
vaccines are also effective against the delta variant alleviates
concerns together with rising vaccination rates around the world.
With the lifting of travel bans from Russia to Turkey in June after
Germany and the US, cautious optimism regarding the upcoming
performance of the tourism sector continues. On the other hand,
rising oil prices continue to be risk factors on the balance of
payments.
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