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Budget balance posted TRY 17.3bn deficit in May

The effects of the Covid-19 outbreak on the budget balance has become more evident with new data. Budget

balance posted a deficit of TRY17.3bn in May, with a limited increase of approx. 2.2% in the central

government budget expenditures and yet a decrease of budget revenues by 4.8% annually. In the same period

of 2019, the budget had a deficit of TRY12.1bn. Primary balance gave a deficit of TRY7.6bn in May.

In the January-May period, the budget and primary balance deficits reached TRY90.1bn and TRY25.1bn,
respectively. As you may recall, the New Economic Program (NEP) had projected TRY138.9bn in budget deficit
for the 2020 full year.

Central government budget revenues shrank 4.8% annually in May. In January-May period, it increased by
12% and reached TRY389bn. Budget revenue projection for 2020 is TRY956.6bn according to the NEP. Thus,
41% of the NEP’s budget revenue target was realized in Jan.-May period.

Within scope of the tax restructuring program, a total of TRY519mn tax revenue was collected in May 2020. In
addition, there is another TRY155mn income from zoning amnesty regulation and from paid military service
exemption. In the first five months of the year, revenues from these two sources were TRY2.8bn and
TRY548mn, respectively.

In January, TRY40.5bn cash was added to the property income as a result of dividend collection from Central
Bank’s profit and transfer of some profit reserves. There was another TRY3.9bn worth of net income transfer
in May. Thus total property income in May reached TRY5.5bn, an increase of TRY3.1bn YoY.

• Due to the measures taken in the context of the corona virus epidemic; tax revenues decreased by 7.6% yoy
in May. Looking at the detail of tax types:

-Domestic value added tax decreased by 43% and income tax decreased by 28%. Special consumption tax
(SCT) declined by 4.5%. Corporate tax increased by 42%. With the effect of the decrease in imports, value
added tax on imports decreased by 31%.
-Tax revenues increased by 6.7% in Jan.-May period.

Central government budget expenditures increased by 2.2% annually in May and 15.7% in Jan.-May and
reached to TRY479.2bn. Recalling, the 2020 New Economy Program year-end forecast at TRY1.095,5bn for
budget expenditures, 44% of this estimate was already realized within the Jan.-May period.

• Non-interest expenditures increased by only 0.2% annually in May. Current transfers item (social
security), decreased by 6.8% and purchases of goods and services decreased by 8.4%. Capital expenditures,
including investment expenditures, had been decreasing for the last two months; increased by 11% in May.

• Interest expenditures increased by 22% annually in May to TRY9.7bn. It increased by 40% in the January-
May period.
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(billion TL) May 2019 May 2020 yoy % chg

Jan-May 

2019

Jan-May 

2020 yoy % chg

Budget Expenditures 83,6 85,4 2% 414,0 479,2 16%

1) Non-Interest Expenditures 75,7 75,8 0% 367,6 414,3 13%

     -  Compensation of Employees 21,6 23,3 8% 106,0 123,0 16%

     -  Social Security Contributions 3,5 3,9 10% 18,4 20,5 11%

     -  Good and Service Purchase 5,7 5,2 -8% 26,5 30,2 14%

     -  Current Transfers 38,0 35,4 -7% 169,7 200,6 18%

     -  Capital Expenditures 4,6 5,1 11% 27,7 24,9 -10%

     -  Capital Transfers 0,2 0,6 132% 7,0 1,9 -73%

     -  Lending 2,0 2,3 15% 12,3 13,1 7%

2) Interest Expenditures 7,9 9,7 22% 46,4 65,0 40%

Budget Revenues 71,6 68,1 -5% 347,5 389,1 12%

1) General Budget Revenues 69,6 66,7 -4% 336,0 376,6 12%

     - Taxes 59,8 55,3 -8% 262,9 280,5 7%

     - Property Income 2,4 5,5 129% 43,9 51,3 17%

  -  Grants and Aids and Special Revenues 2,9 0,7 -77% 5,9 4,9 -17%

  -  Interest, Shares and Fines 4,3 4,8 11% 21,1 37,5 78%

  - Capital Revenues 0,1 0,4 150% 1,5 1,9 23%

  - Collections from Loans 0,1 0,1 - 0,6 0,5 -22%

2) Other 1,9 1,5 -24% 11,5 12,5 9%

Budget Balance -12,1 -17,3 44% -66,5 -90,1 35%

Balance Excluding Interest -4,1 -7,6 86% -20,1 -25,1 25%
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DISCLAMIER STATEMENT: The text, information and graphs in this report and comments has been prepared from the primary
accessible systemic sources on a bona fide basis, and without consideration to establishing any guarantee and assurance for
establishing a basis for any informed decision under any name or form, in terms of their accuracy, validity and effectiveness,
and thus it has only been gathered for information purposes. Akbank TAŞ, Ak Yatırım AŞ and their employees will not be held
responsible for any damages resulting from the comments included in this report such as lack of information and/or updates.
Akbank TAŞ and Ak Yatırım AŞ may modify and/or remove the above information and recommendations at any time, without
having to serve any prior notice and/or warning in any way, manner or form. Since this report and comments, the
comprehensive information and recommendations which have been prepared in the form of general investment suggestions
for the purpose of providing general information do not include any commitment by Akbank TAŞ and Ak Yatırım AŞ, the
consequences of any decisions taken, conclusions reached, transactions made and any risks caused by any private and/or
legal person based on such information will therefore rest with such persons. For this reason, Akbank AT.A.Ş., Ak Yatırım A.Ş.
and their employees shall not by any means or in any manner be liable for any material and moral damages, loss of profits, or
any direct and/or indirect damages, whatsoever, incurred by the persons concerned or 3rd parties, as a result of the decisions
taken, conclusions reached, or transactions performed by private and/or legal persons due to reliance on the information
contained in this report, the comments and recommendations herein, and the persons concerned understand and accept that
they are not entitled to claim any indemnity, whatsoever, from Akbank TAŞ, Ak Yatırım AŞ and their employees for any
damages suffered/to be suffered. The information given in this report, and the comments and recommendations contained
herein do not constitute an "investment consultancy" service and/or activity, but fall within the scope of a general investment
consultancy activity, and individuals and entities willing to receive an investment consultancy service must contact entities
and institutions that are authorized to provide such service and obtain such service under a service agreement pursuant to
the legislations of CMB. Investment consultancy services are offered under an investment consultancy agreement to be
signed between brokerage houses, portfolio management companies, banks that do not admit deposits and the clients. The
comments and recommendations contained herein depend upon the personal opinions of the persons who make the
comments and recommendations. Since such opinions have been arranged in the scope of a general investment consultancy
activity they do not contain reports, comments and recommendations specific to a person, and may therefore not suit your
financial status, risk and return preferences. Thus, making investment decisions solely based on the information contained
herein might not bring an outcome that meets your expectations.
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