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ECONOMIC ACTIVITY
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Economic activity continues its moderate course.

Contribution to Annual GDP Growth
(Percentage Points)
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Source: TURKSTAT.
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Leading indicators point that economic growth and the

rebalancing process will continue.

Industrial Production and Capacity Utilization New Orders
(Seasonally Adjusted) (Seasonally Adjusted)
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Last Observation: October for Industrial Production,
November for Capacity Utilization.

Source: TURKSTAT, CBRT. Source: CBRT Business Tendency

Survey.

Last Observation: November 2013.
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External demand is also expected to support domestic

orowth and the rebalancing

Manufacturing PMls
(Seasonally Adjusted)
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Unemployment shows signs of stabilization while

moderate emplovment growth is expected to continue.
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Key lead indicators of demand suggest a moderation in
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Last Observation: November 2013.
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(Seasonally Adjusted)
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Europe’s recovery has already been reflected in export

market shares.

Exports (exc. gold) Market Share
(6-month cumulative, percent)
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Source: TURKSTAT. Last Observation: October 2013.
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Excluding gold trade, exports continue to grow faster

than imports...

Exports and Imports
(Nominal y-o-y % change, 6-month MA)
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Source: TURKSTAT. Last Observation: October 2013.
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... and rebalancing can also be seen in recent levels.
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As a result, current account deficit excluding gold has

maintained its improvement in recent months.

(Seasonally Adjusted, 3-Month Moving Average, Million USD)
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Source: CBRT. Last Observation: October 2013.
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Furthermore, moderate decline in the current account

deficit excluding gold is expected to continue.

(12-Month Rolling, Billion USD)
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Major source of current account financing maintains its

stable outlook despite volatile portfolio flows

(12-months Cumulative, Million USD)
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Source: CBRT.

Last Observation: October 2013.
*Portfolio includes equities and domestic government bonds
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Both CPI and core inflation declined in November.

(Annual Percent Change)
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Inflation is now close to the mid-point of inflation report

forecast...

Forecast Range* = «Actual Inflation
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... owing to the correction in unprocessed food prices.

. Cumulative Change in Unprocessed Level (Seasonally Adjusted)
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Commodity price indices do not point to

cost pressures.

S&P GS Indices
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Exchange rate pass-through is partly contalned by the

stable course of im
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Source: TURKSTAT. Last Observation: October 2013.
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Both nominal and real exchange rates depreciated

during the recent financial turmoil.

TL and Other Emerging Market Currencies vs USD Real Effective Exchange Rates
(01.11.2010=1) (2003=100)
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Monetary and Financial Conditions
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Capital flows to Emerging Markets continue to be weak.

Equity and Bond Flows to Emerging Markets
(Billion USD, 4-Week Moving Sum)
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Reserve Options Coefficients (ROC) have been kept on

hold since Ma

Reserve Option Coefficients for FX Reserve Option Coefficients for Gold
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... but the utilization ratio for ROM has fluctuated.

mm Upper Bound for FX ~ =—=Usage of ROM for FX

I " A" &N AN AN AN AN AN AN AN N AN AN N NGO D DD DD NN NN N M
Y 4 "1 =4 A A A A A A A A A A A A A A A A A A A A A A A —
B s T T - - - - - s e s e e -
A O =« N o &N O < 1N O N 00 00 OO O 1 N o N N <& 1N O N 00 O O O
O =+« «+ «+ O O O O O O O O O O " «w «# O O O O O O O O O O «w «

Last Observation: December 06, 2013.
Source: CBRT.

BB ERKES SN
B MERKEZ BANKASI



FX sales are used to supply FX liquidity while increases in ROM,

FX required reserves and export credits accumulated reserves.

(Billion S) FX Sales Export
B CBRT Other FX Reserve FX for FX RR () Fcre,f!;t
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Interbank overnight repo rates will materialize

close to 7.75% ...

@i

Interest Rate Corridor, Average Funding Rate,
and O/N Repo Rates in the Interbank Money Market (Percent)
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..While the weighted average will hover at 6.75 percent

or above in the forthcoming period.

Interest Rate Corridor —CBRT Average Fund Rate
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Interest rates in Turkey increased more than most

other emerging countries...

Change in 3-Month Market Rates Change in 2-Year Market Rates
(From May 22 to December 12, 2013 ) (From May 22 to December 12, 2013)
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... and also in a front-loaded manner in all maturities.
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Source: BIST, CBRT. Last Observation: December 11, 2013.
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Implied FX volatility both in absolute and relative

terms has improved recentl

(1 month)
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Emerging market currencies include Brazil, Chile, Colombia, Mexico, Poland, Czech Republic,
Source: Bloomberg. South Africa, Indonesia, Romania against USD.
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Commercial loan rates and (commercial loan-deposit)

oreads stabilized at higher levels.

13 - — Commercial Loan Rates -==Spread (right axis) 3
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Consumer loan rates have also increased, thereby

tichtening the financial conditions.
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Total loan growth rate has stabilized and is expected to

decrease to more reasonable levels...

(Year on Year Change, Percent)
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Last Observation: December 06, 2013.

Total loan is inclusive of all types of banks (deposit banks, participation banks, and

Source: CBRT. development/investment banks) and credit cards.

Adjusted for exchange rate.
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... thanks to the cautious monetary policy stance, the announced

B

macroprudential measures, and weak capital flows.

Total Loan Growth Rates
(13-Week Moving Average, Annualized, Percent)
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The announced macroprudential measures are

especially expected to affect the consumer loans.

Consumer Loan Growth Rates
(13-Week Moving Average, Annualized, Percent)
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Overview: Inflation and Monetary Policy

> Inflation is expected to fall further in the forthcoming period. However,
core inflation indicators are likely to hover above the target for some

time.

> The Committee assessed that the current stance of the monetary policy

IS appropriate to contain inflationary risks.

> Accordingly, it is indicated that interbank money market rates will
materialize close to 7.75 percent and the weighted average cost of
funding will materialize at 6.75 percent or above in the forthcoming

period.

> The cautious monetary policy stance will be maintained until the inflation

outlook is in line with the medium term targets.
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Risk Premium
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