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CBRT raised the policy rate by 500 basis points to 30% in September, in line with expectations. The highlights and
our assessments areas follows:

• As in August, the Statement and the rationale for the rate hike are entirely inflation-focused. This
communication is positive as it reduces uncertainty about the continuation of the tightening cycle and
increases policy predictability..

• The statement that "The Committee evaluated that tax regulations and cost pressures stemming from
wages and exchange rates, which have been pushing up inflation, have broadly passed through to
prices, and that the underlying trend in monthly inflation is on course to decline." indicates that the
pass-through from exchange rates, taxes and administered prices was largely completed in the July-
Augustperiod, andthereforemonthly inflation rateswill followa milder course in thecoming period.

• The statement that "year-end inflation will be close to theupper bound of the forecast range provided
in the Inflation Report" was maintained. As we mentioned in the notes summarizing the inflation
developments in July (Macro: Underlying trend of inflation regains momentum) and August (Macro:
Inflationary process becomes evident), along with the recent increases in oil prices, there is a year-end
inflation outlook of around 70%. Therefore, the decision to continue the monetary tightening process
was justified by the fact that inflationwaswell abovepastprojections.

• "Increasing domestic and foreign demand for Turkish lira-denominated assets" is a new addition to the
Statement.

• The sentence containing the factors contributing to price stability, which was also included in the
previous months, has been amended as "Foreign direct investment, improvement in external financing
conditions, continued increase in foreign exchange reserves, the positive impact of tourism revenues
on current account balance, and increasing domestic and foreign demand for Turkishlira denominated
assetswill contributesignificantlyto pricestability."

• The fact that the decision was in line with expectations is a positive development in terms of the
continuation of the foreign interest in the bond market, which has been signaled recently. We expect
this interest to increase with the September decision. However, given the current inflationary
environment, we believe that the increase in TL deposit rates may continue in order to strengthen the
TL preferenceof domestic residents.

• The sentence “…, the Committee will continue to make decisions on quantitative tightening and selective
credit tightening to support the monetary policy stance.” was repeated.

• This statement indicates that if the desired improvement in inflation and current account balance is
notachieved, additionalmeasuresmaybetaken,particularly with regardto retail lending.

• The commitment to the forecast target for the end of 2024 was reinforced with the statement "Given the
monetary tightening stance, the Committee is determined to establish the disinflation course in 2024 in line
with the Report."

• Considering the end-2024 inflation forecastof 33%, it is understood that the policy rate may be raised
to 35% in the first stage.

• The courseof inflation expectations andthe inflation trendwill bedecisive for the terminal policyrate.

MPC decision: Policy normalization continues

https://www.akbankinvestorrelations.com/en/images/pdf/03082023_Macro_Inflation_Developments.pdf
https://www.akbankinvestorrelations.com/en/images/pdf/2023_09_04_August_Inflation_Developments.pdf
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LEGAL NOTICE: 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 T.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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