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Macro: External deficit remains high

According to the provisional statistics of the Ministry of Trade for August, foreign trade deficit
remained high at $8.9 billion on a monthly basis, while the 12-month cumulative deficit narrowed
to $118.4 billion. According to seasonally adjusted data, foreign trade balance improved slightly on
a monthly basis due to the slowdown in core imports. On the other hand, gold imports remained
high by around $3.4 billion, while the ongoing decline in energy imports stalled due to the rise in
oil prices.

Based on sub-groups, data suggest that the slowdown in core imports in August may have been
driven by the rapid depreciation of the Turkish lira and the recent tightening steps after the
elections. However, despite the rapid nominal depreciation of the Turkish lira and the rise in
interest rates, the real interest rate remains negative and the rapid recovery in the real value of the
TL due to high inflation are factors that will limit the desired slowdown in imports. Moreover,
leading indicators point out that domestic demand-driven growth is maintained. In a scenario
without a slowdown in growth, we believe that the gains in the external balance through the
exchange rate and credits will not be permanent.

In August, exports increased by 1.6% y-o-y to $21.6 billion and imports decreased by 6.3% y-o-y to
$30.5 billion, which led to a trade deficit of $8.9 billion. Thus, the 12-month cumulative foreign trade
deficit narrowed to $118.4 billion (Table 1).

Seasonally adjusted data for August indicate that foreign trade balance improved slightly on a
monthly basis, but remained elevated. This was driven by the stronger decline in the balance
excluding gold and energy (core) despite the acceleration in energy and gold imports (Charts 1 and 2).
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Source: TURKSTAT, MoT, Akbank

In seasonally adjusted terms, exports rose by 1.6% mom in August (Table 3, Chart 3). Regional data
suggest that the increase stemmed from countries excluding the EU-27 (Charts 8 and 9), while the rise
was widespread across main subgroups (Charts 10 and 11).

TEA estimate that the contribution of the parity was $715 million in August and $2.2 billion in the last
five months. Considering the last 1-1.5 years, nominal exports have followed a flat course. The decline
in the unit value surely has a role in this outlook. However, the slowdown in growth in Europe, our
main export partner, due to the weakening in the manufacturing industry and the loss of
competitiveness caused by the real appreciation of the Turkish lira also limit our exports in real terms.
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Source: TURKSTAT, MoT, Akbank

Seasonally adjusted imports declined in August (Chart 4). Gold imports remain high. Based on the
volume of Chapter 71 imports, we estimate that gold imports amounted to around $3.4 billion (Chart
5) in August and $22.7 billion year-to-date. In the same period of 2022, it was $9.3 billion. The fact that
gold imports did not decelerate in August implies that the quota application launched to limit gold
imports has not yet been effective. Energy imports, on the other hand, increased by 3.5% mom in
seasonally adjusted terms due to the rise in oil prices to $85 (Chart 6). Energy imports amounted to
$46.4 billion year-to-date, significantly below the same period of the previous year ($64.3 billion).
Therefore, the annual decline in the energy bill have offset the negative impact of the rise in gold
imports on the external balance so far this year. On the other hand, core imports (excluding energy
and gold) have been quite volatile in the post-election period, falling by 6.3% mom in August (Chart
4). In the first eight months of the year, core imports increased by $12.7 billion yoy to $178.2 billion,
leading the deterioration in the external balance in 2023.The strong course of loans and the
appreciation in TL in real terms in the first half of the year supported import volume.

Chart 5. Gold Imports (billion $) Chart 6. Energy Imports (billion $)
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Based on sub-groups, data suggest that the slowdown in core imports in August may have been driven
by the rapid depreciation of the Turkish lira and the recent tightening steps after the elections (Charts
11 and 12). However, despite the rapid nominal depreciation of the Turkish lira and the rise in interest
rates, the real interest rate remains negative and the rapid recovery in the real value of the TL due to
high inflation are factors that will limit the desired slowdown in imports. Moreover, leading indicators
point out that domestic demand-driven growth is maintained. In a scenario without a slowdown in
growth, we believe that the gains in the external balance through the exchange rate and credits will

not be permanent.
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Chart 12. Intermediate Goods Imports
(seasonally adjusted. billion $)

Chart 13. Capital and Consumption Goods
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Table 1. Foreign Trade (raw data, billion USD)

12-Month Cum. i
2018 2019 2020 2021 2022 First 8 Months

August 2023 2022 2023

Foreign Trade Balance -54.0 -29.5 -49.9 -46.2 -109.5 -118.4 -73.5 -82.4
Exports 177.2 180.8 169.6 225.2 254.2 253.6 165.5 164.9
Imports 231.2 210.3 219.5 271.4 363.7 372.0 239.0 2473

Foreign Trade Balance (excl. gold and energy) -75 130 -33 -20 -10.0 -23.8 -11.1 -24.9
Exports (excl. gold and energy) 168.8 170.4 162.1 213.2 236.7 235.7 154.4 153.3
Imports (excl. gold and energy) 176.2 157.3 165.4 215.2 246.7 259.4 165.5 178.2

Foreign Trade Balance (gold) -8.7 -93 -224 -20 -194 -31.6 -8.7 -20.9
Exports (gold) 2.6 2.0 2.8 3.5 1.1 2.3 0.6 1.8
Imports (gold) 113 113 252 55 204 33.9 93 227

Foreign Trade Balance (energy) -37.8 -33.3 -24.2 -42.2 -80.1 -63.0 -53.8 -36.6
Exports (energy) 5.8 8.4 4.7 8.5 16.4 15.7 10.5 9.8
Imports (energy) 436 417 289 50.7 96.5 78.7 643 464

Exports 177.2 180.8 169.6 225.2 254.2 253.6 165.5 164.9
Exports (EU-27) 774 76.7 70.0 93.1 103.0 103.4 68.7 69.0
Exports (excl. EU-27) 99.7 104.1 99.6 132.2 151.1 150.2 96.8 95.9

Exports (Other Europe) 239 244 244 315 36.6 40.8 21.8 26.0
Exports (Near and Middle East) 324 350 313 384 450 44.4 284  27.8
Exports (North America) 104 100 11.2 164 1838 17.1 12.7 11.0
Exports (Other) 33.0 347 327 459 50.7 47.9 339 311
Exports (Capital Goods) 21.0 216 19.8 248 29.0 32.2 179 21.0
Exports (Intermediate Goods) 84.3 854 80.3 115.2 1334 128.3 88.9 83.8
Exports (Consumption Goods) 71.0 727 683 838 89.8 90.7 57.5 58.4

Imports 231.2 2103 219.5 2714 363.7 372.0 239.0 247.3
Imports (Capital Goods) 30.1 26.1 31.8 359 405 49.3 25.4 341
Imports (Intermediate Goods) 174.8 162.5 163.0 210.1 2924 280.0 195.0 182.6

Inter. Goods Imports (excl. gold) 163.5 151.3 137.8 204.6 272.0 246.2 185.7 159.9
Inter. Goods Imports (excl. gold and energy) 119.9 109.5 108.9 154.0 175.4 167.5 121.4 1135
Imports (Consumption Goods) 254 212 241 249 305 42.4 185 30.4
Coverage Ratio 78.2 86.0 77.0 83.1 69.8 68.5 69.2 67.1
Coverage Ratio (excl. gold) 80.5 89.8 854 837 737 74.5 716 729
Coverage Ratio (excl. gold and energy) 979 1083 975 99.2 959 91.6 93.2 86.6

Source: TURKSTAT. MoT
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Table 2. Foreign Trade (raw data. billion USD)
May.23 June.23 July.23 Aug.23 2022-4Q 2023-Q1 2023-Q2 2023-Q3*

Foreign Trade Balance -12.6 -5,2 -12,2 -8,9 -26,4 -34,8 -26,6 -21,1
Exports 21.6 20,8 20,1 21,6 66,1 61,5 61,7 41,7
Imports 342 261 323 305 925 96,2 88,3 62,8

Foreign Trade Balance (excl. gold

and energy) -5.9 -0,3 -6,0 -1,9 0,9 -6,9 -10,1 -7,9
Exports (excl. gold and energy) 20.1 19,5 18,5 19,8 61,6 57,4 57,6 38,3
Imports (excl. gold and energy) 26.0 19,8 24,5 21,7 60,6 64,3 67,7 46,2

Foreign Trade Balance (gold) -2.7 -1,7 -2,5 -3,2 -8,1 -9,9 -5,4 -5,7
Exports (gold) 0.2 0,3 0,3 0,2 0,3 0,7 0,6 0,5
Imports (gold) 2.8 1,9 2,8 3,4 8,4 10,5 6,0 6,2

Foreign Trade Balance (energy) -4.0 -3,2 -3,7 -3,8 -19,3 -18,0 -11,1 -7,5
Exports (energy) 1.3 1,1 1,3 1,6 4,1 3,3 3,5 2,9
Imports (energy) 5.3 4,3 5,0 5,4 23,4 21,4 14,6 10,4

Exports 21.6 20,8 20,1 21,6 66,1 61,5 61,7 41,7
Exports (EU-27) 9.1 8,7 8,6 8,5 25,4 26,0 25,9 17,1
Exports (excl. EU-27) 12.6 12,1 11,5 13,1 40,7 35,5 35,8 24,6

Exports (Other Europe) 3.3 3,3 3,0 3,5 11,0 9,9 9,6 6,5
Exports (Near and Middle East) 3.5 3,5 3,4 3,8 12,5 10,4 10,2 7,2
Exports (North America) 1.5 1,5 1,4 1,5 4,5 3,9 4,2 2,9
Exports (Other) 4.3 3,8 3,7 4,4 12,6 11,3 11,8 8,0
Exports (Capital Goods) 2.8 2,7 2,6 2,6 8,7 7,7 8,0 52
Exports (Intermediate Goods) 11.1 10,5 10,3 11,2 32,4 31,1 31,2 21,5
Exports (Consumption Goods) 7.5 7,5 6,8 7,5 24,4 22,3 21,8 14,3

Imports 34.2 26,1 32,3 30,5 92,5 96,2 88,3 62,8
Imports (Capital Goods) 4.8 3,8 5,1 4,5 11,6 12,0 12,5 9,7
Imports (Intermediate Goods) 25.3 18,6 22,4 21,8 71,6 73,9 64,4 44,3

Inter. Goods Imports (excl. gold) 22.5 16,6 19,7 18,4 63,2 63,4 58,4 38,1
Inter. Goods Imports (excl. gold

and energy) 17.2 12,3 14,7 13,0 39,8 42,0 43,8 27,7
Imports (Consumption Goods) 4.1 3,6 4,7 4,1 9,2 10,2 11,4 8,8

Coverage Ratio 63.3 80,0 62,2 70,9 71,5 63,9 69,9 66,5

Coverage Ratio (excl. gold) 68.4 85,2 67,0 79,1 78,2 70,9 74,3 73,0
Coverage Ratio (excl. gold and
energy) 77.3 98,4 75,4 91,3 101,5 89,3 85,1 83,3

* Sum of July and August
Source: TURKSTAT. MoT
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Table 3. Foreign Trade (Seasonally and calendar adjusted)

Monthly % Change (seas. adj.) Quarterly % Change (seas. adj.)
May.23 June.23 July.23 Aug.23 2022-4Q 2023-Q1 2023-Q2 2023-Q3*

Exports 6.9 -0.4 -0.2 1.6 -1.5 -0.6 0.4 2.5
Exports (excl. gold) 6.8 -0.9 -0.3 2.1 -1.6 -1.2 0.5 2.3
Energy Exports 22.0 -16.8 15.3 12.9 -21.5 -11.0 8.9 15.5
Exports (excl. gold and energy) 5.9 0.2 -1.2 1.4 0.0 -0.5 0.1 1.5
Exports (gold) 12.3 60.7 7.5 -33.2 30.9 96.5 -11.7 23.5
Exports (EU-27) 7.0 -3.1 5.2 -1.4 -1.1 3.4 0.0 4.5
Exports (excl. EU-27) 3.0 7.1 -8.6 5.9 -1.6 -3.9 2.2 -0.6
Exports (Other Europe) 3.3 -4.1 -3.9 2.7 3.9 3.1 -2.4 -4.3
Exports (Near and Middle East) 0.5 14.7 -10.1 4.8 0.0 -9.3 2.7 0.8
Exports (North America) 2.0 21.2 -12.6 -1.1 -5.3 -6.1 53 -1.0
Exports (Other) 5.4 5.5 -9.3 12.3 -6.0 -3.9 4.7 1.4
Exports (Capital Goods) 23 5.3 -8.3 7.2 12.4 0.9 5.3 -1.0
Exports (Intermediate Goods) 1.2 6.3 -4.4 2.1 -5.5 -1.2 -0.1 1.0
Exports (Consumption Goods) 3.6 4.0 -7.2 5.2 0.1 0.2 0.9 -1.2
Imports 9.6 -11.6 9.4 -2.1 -1.7 2.5 -6.3 2.7
Imports (excl. gold) 4.4 -9.7 7.0 -4.6 -3.6 0.2 -1.8 -1.0
Energy Imports 5.2 -9.7 9.2 -6.3 -1.8 4.9 3.5 0.4
Imports (excl. gold and energy) 11 -9.8 -2.1 3.5 -8.1 -12.3 -18.6 -6.8
Imports (gold) 126.8 -31.4 42.3 233 234 25.1 -43.0 53.7

* July-August average
Source: TURKSTAT. MoT. Akbank
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DISCLAIMER 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 TAS, Ak Yatirim AS 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 TAS and Ak Yatirim AS 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 TAS and Ak Yatirim AS, 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 T.A.S., Ak Yatirim A.S. 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 TAS, Ak Yatirnnm AS 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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