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GLOBAL ECONOMY



As global growth weakens, leading indicators point to a continued slowdown.

Export-Weighted Global Growth* Global PMI Indicators**
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MERKEZ BANKASI * Annualized. Third and fourth quarter values are forecasts. ** The dashed line shows the threshold value of 50.



Oil prices exhibit high volatility due to geopolitical risks and supply.

Commodity Price Indices* Brent Oil Price**
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MERKEZ BANKASI * December 1969=100. ** Denotes weekly values as of 27 October 2023.



Inflation continues to remain above targets.

Inflation in Advanced Economies* Inflation in Emerging Economies*
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* Based on GDP weights. Advanced economies include Canada, Euro Area, Israel, Japan, Norway, South Korea, Sweden, Switzerland, UK and USA, and emerging economies
include Brazil, Chile, Colombia, Czechia, Hungary, India, Indonesia, Mexico, Peru, Philippines, Poland, Romania, Russia, South Africa and Thailand.



Central banks maintain their tight monetary policies.

Policy Rates*
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MERKEZ BANKASI * Based on GDP weights. Advanced economies include Canada, Euro Area, Israel, Japan, Norway, South Korea, Sweden, Switzerland, UK and USA, and emerging economies
include Brazil, Chile, Colombia, Czechia, Hungary, India, Indonesia, Mexico, Peru, Philippines, Poland, Romania, Russia, South Africa and Thailand.



Emerging economies have witnessed portfolio outflows recently.

Portfolio Flows*
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* Denotes 4-week moving average of weekly portfolio flows.



INFLATION
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Annual inflation rose to 61.5% as of September.

Contribution of Main Groups to Annual CPI Inflation
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The rise in inflation was driven by the simultaneity of large shocks.

Annual Headline Inflation . . .
Contributions to the Increase in
June-September Inflation
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Other consists of effects such as demand, wages, import prices excluding fuel-oil, constant term, error term, the part of unprocessed food and alcohol-tobacco that is
exempt from tax and fuel-oil effects, and lastly 25 m3 natural gas support not included in taxes.



Demand remains robust, albeit with deceleration.

Sales* Registered Orders**
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A gradual normalization in supply-demand balance has started.

Supply and Demand Indicators* Output Gap**
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Excessive demand had a negative impact on current account balance.

Current Account Balance and Its Components* Foreign Trade Balance and Its Components*

Foreign Trade Balance -89.9 -118.2
Current Balance -33.5 -57.0
Exports 250.6 253.4
Foreign Trade Balance -89.9 -118.2 Imports 340.5 371.6
Consumer Goods 42.4
Services Balance 46.1 51.2

Gold oy

[ﬁ\B TURKIYE CUMHURiYET Source: CBRT, TURKSTAT

MERKEZ BANKASI * Values for 2022 and 2023 are 12-month cumulative totals as of August in billion USD. Multiplications based on annual values. Foreign trade balance, export and
import items are defined according to the General Trade System (GTS).



Price rigidity in services will continue to weigh on inflation.

Monthly Inflation in Services and Goods Inertia in Services Inflation*
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* For further details, see “Persistence of Services Inflation”, Inflation Report 2023 I, Box 2.3.



The monetary tightening process will initiate the re-anchoring of expectations.

12-Month-Ahead Inflation Expectations Inflation Expectations in Fixed Panel**

12-Month-
Ahead
Inflation
Expectations

Changein . o ient of

Variation*

Expectations
(Points)

September 23 October 23 Difference

July 2023 33.2 0.23 End-2023 67.8 68.2 0.4
August 2023 42.0 8.8 0.16 12-Month-Ahead 45.9 45.4
September 2023 44.9 2.9 0.16 24-Month-Ahead 24.8 23.7
October 2023 45.3 0.3 0.12 5-Year-Ahead 10.5 9.8

ﬁ* TURKIYE CUMHURIYET Source: CBRT
B MERKEZ BANKASI

* Standard deviation/average. **Denotes the inflation expectations of 21 respondents, who have participated in both surveys.



Inflation indicators point to a decline in underlying trend.

Monthly Inflation Indicators*
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* Seasonally adjusted. SATRIM denotes the trimmed average inflation calculated with seasonally adjusted data.



MONETARY POLICY



The monetary tightening process is strengthened with a holistic approach.

Policy Rate*
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* As of 26 October 2023.
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Quantitative tightening continues through sterilization of excess liquidity .

Required Reserves Ratios for TL Maintenance

Liquidity Effect
Announcement Date (Billion TL)
FX-Protected Deposits FX Deposits*

21 July 2023 15% 472

25% for 0-6 month maturity
14 Stefpiasiinl e 2022 5% for 6+ month maturity 230

30% for 0-6 month maturity Additional 4% to be
2 Nevaimioa? 2022 10% for 6+ month maturity maintained in Turkish lira 348

Total 1050 D

TURKIYE CUMHURIYET Source: CBRT
MERKEZ BANKASI . . . . -,
*0n 2 November 2023, FX required reserve ratios for FX deposits were also increased by 1 percent across all maturities.



Selective credit tightening contributes to the rebalancing of demand.
June Current

Growth Cap on Commercial Loans

Growth Cap on Auto Loans

Growth Cap on General-Purpose Loans

Commercial Loan Interest Threshold
A

p
General-Purpose Loan Interest Threshold
\(Over 70 Thousand TL)

Credit Card Maximum Interest Rate Limit
(Cash Withdrawals and Overdraft Accounts)
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Macroprudential framework has been significantly simplified in the last 5
months.

Loan Rate Threshold Simplified.

Updated with selective credit

Loan Growth )
perspective.

The securities maintenance
Flow Loans

practice has been terminated.

The securities maintenance was
replaced by the reserve
requirement commission practice.

FX-Protected Deposits and
TL Deposit Targets

Updated to encourage TL
deposits.

11411

Deposits
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EFFECTS OF MONETARY POLICY



Market rates have evolved in line with our policy goals.

TL Interest Rates*
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* Market rates are as of 20 October 2023. Between 1 and 3 months for deposit rates. Credit cards and overdraft accounts are excluded in consumer loans. Loan and
deposit rates are flow values.



Retail loan growth has started to normalize.

Loan Growth*
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As of 20 October 2023. Retail loans include housing loans, auto loans, general-purpose loans and credit cards. Denotes 4-week average of credit growth in 4 weeks. .



Commercial loan growth shows continuity.

Weekly Change in TL Commercial Loans*
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* As of 20 October 2023. Average covers January 2018 and December 2022 period. Denotes 4-week average of the weekly stock change.



Commercial loan composition is supported by export and investment loans.

Change in Stock TL Commercial Loans*
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* Denotes monthly stock change.
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FX-protected deposits and FX deposits declined while TL deposits increased.

Change in Outstanding Deposits* Outstanding Deposits
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* Denotes the change between 25 August 2023 and 20 October 2023.



The steady increase in reserves continues.

CBRT International Reserves*
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* As of 20 October 2023.



The risk premium and implied FX volatility have significantly improved.

CDS Premium®* Implied FX Volatility by Options*
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* Calculations are based on 5-year CDS premium. The exchange rate volatility implied by options is against the USD with 1-month maturity. As of 31 October 2023.
Emerging economies include Brazil, Chile, Colombia, Indonesia, Malaysia, Mexico, Philippines and South Africa.



MEDIUM-TERM PROJECTIONS



The year-end inflation forecast was revised as 65% for 2023 and 36% for 2024.
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The year-end inflation forecast was revised as 65% for 2023 and 36% for 2024.
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Revisions to Inflation Forecasts

IR 2023-1ll Year-End Forecast (%) 58 33
IR 2023-1V Year-End Forecast (%) 65 36
Forecast Revision Compared to IR 2023-11l Period

. 7 3
(% Points)
Sources of Forecast Revision (% Points)
Realization-Forecast Difference and Its Reflection on Underlying

: +2.9 +1.4
Inflation
TL-Denominated Import Prices +2.0 +1.8
Administered Prices (Including Energy) - +1.5
Food Prices +1.3 -1.0
Output Gap +0.8 -0.7
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OVERVIEW

ﬁ TURKIYE CUMHURIYET
B MERKEZ BANKASI



Disinflation will start in 2024 with the cumulative effects of monetary tightening.

Forecast Range - Uncertainty Band « Inflation Targets x Year-end Inflation Forecast (Mid-point)
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