Outlook for Turkish Economy
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Outlook for Turkey



Resilient Growth
Sustained growth for 25 quarters

Sustained growth for 27 quarters
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More Balanced Growth
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Real Convergence

Narrowing per capita GDP gap between Turkey and EU by
nearly 20 percentage points
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GDP Growth Outlook
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Risks to Growth Outlook

s Geopolitical tensions

Limited or no progress in structural

reforms

mm [More aggressive FED rate hikes




Strong Job Creation
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Unemployment Remains High
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Unemployment Outlook

10,6 -
10,3
10,2
10,2 -
R 9,9 9,9
9,8 -
9,6
9,4 T T T T
2014 2015 2016P 2017P 2018P

10
P: Program



Risks to Employment Outlook

s Shocks to expected growth

Limited or no progress on Labour

Market Reform

s INCrease in # of refugees
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Current Account Balance

(12 month rolling, % GDP)
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Financing of C/A Deficit has Improved
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Risks to C/A Outlook

Downside
Weaker LESE Y Weaker
tourism commodity
revenues prices
Stronger Stronger
domestic recovery in

demand EU
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Why is Inflation above the Target?

Exchange

Rate
'Food

Prices



Headline Inflation vs Food Inflation

7,5

4,6

- 9T-JeN
- 9T-uer
~ ST-MON
| §T-dsS
- STANr

- ST-Aeny
- ST-1ein
- qT-uer
| ¥T-AON
| pT-d3S
Rl

- vT-AeN
- vT-1ein
- yT-uer
~ €T-MON
- €T-dsS
€T

- eT-Aein
 ET-eiN

eT-uer

f
O
—

I
4
i

T
(@
—

o 0 (o)

i

(abubyd 9 |pnuuy)

CPI

Food

18

Source: TURKSTAT



Impact of Currency Weakness

TL Depreciation
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Inflation Outlook
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Risks to Inflation Outlook

Minimum
Wage

Food Prices

Exchange Rate
Depreciation

Downside
NS

Commodity
Prices
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Strong Fiscal Position
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Favorable Debt Dynamics
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(% of GDP)

General Government Deficit
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Risks to Fiscal Outlook

Slower Growth
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Non-performing Loans Ratio (%)

Source: BRSA
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154

: Well Capitalized

Banking Sector

Target Rate: 12%
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Credit Growth is Moderating
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Long-Term Prospects
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Determinants of Long-Term Growth

Quality of
Institutions

Demographics Productivity
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Demographics: Working Age Population
Growth
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Determinants of Productivity

Structural Human
Reforms Capital

R&D and

Investments :
Innovation
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Rising Productivity
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Quality of Institutions
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Solidarity

The World

The East & the West

Harmony

Meeting

THANK YOU...
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Synergy

- [Nnnovation

Growth



