'Y Inflation Report (2024-11) May 9, 2024

Macro: Disinflation path remained mostly intact

1. Forecasts

Inthe 2024-II Inflation Report, the CBRT updated its 2024 year-end inflation forecast from 36% to 38%,
while keeping its 2025 and 2026 year-end forecasts unchanged at 14% and 9%, respectively (Chart 1).
The uncertainty band around the year-end forecast was set as34%-42% for 2024 and 7%-21% for 2025.

Chart 1. 2024-I Inflation and Output Gap Forecasts
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Sources of forecast revision: According tothe 2024 year-end inflation forecast, the main source of the
revision is the realization of inflation in the February-April period, which was about 4 points above the
forecast path, and the stronger-than-expected demand conditions. Changes in the assumptions for
both TL-denominated import prices and administered prices contributed 0.2 points to the forecasts
downwards, while the changein the food assumption contributed 0.2 points upwards.

Table 1. Revisions to Inflation Forecast for 2024

IR 2024-1 Year End Forecast (%) 36
IR 2024-11 Year End Forecast (%) 38
Forecast Revision as Compared to IR 2024-1 Period (% Point) 2

Sources of Forecast Revisions (% Point)

Underlying Trend of Inflation +1.8
Import Prices in Turkish Lira -0.2
Output Gap +0.4
Food Prices +0.2
Administered Prices -02

2. Assumptions

External demand: The assumption for the export-weighted global growth index was slightly raised
from 2.0%t02.1% for 2024, while external demand conditions in 2025 were assumed to be in line with
the previous Report and toimprove compared to 2024. Expected growth ratesare below the historical
average.

Food prices: The assumption for food inflation in 2024 was revised up by 0.9 points to 35.5%, while
the assumption for 2025 was kept unchanged at 15% (Table 2). The assumption for the food group still
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remains optimistic. In fact, in the first 4 months of the year, food prices followed a more unfavorable
course than non-food items and increased cumulatively by 17.3% in seasonally adjusted terms,
implying a higher annualized year-end inflation.

Table 2. Assumption Updates*

IR 2024-1 IR 2024-11

Global Production Index* 2024 20 2.1
(Average Annual % Change) 2025 23 23
Oil Prices 2024 83.6 86.4
(USD, Annual Average) 2025 812 823
Import Prices S 4l =
(USD, Average Annual % Change) 2025 07 26
Food Prices 2024 346 355
(Year-End % Change)

2025 15.0 15.0

* Based on the growth rates and export shares of 110 countries to which Tirkiye exports.

Commodity prices: Qil prices have increased since the last reporting period due to geopolitical
developments. The average oil price assumption for 2024 was raised from $83.6 to $86.4, while that
for 2025 was revised from $81.2 to $82.3 (Table 2 and Chart 2).

Chart 2. Oil (left panel)and Import Price (right panel) Assumptions
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Economic activity: Output gap forecasts were revised upwards (Chart 1).

= According to the output gap forecasts, demand conditions, which were expectedto cool down
in the first quarter, have been stronger than expected. In other words, it is confirmed that the
economy continued to heat up in the first quarter.

= We estimate that the presented output gap path in the 20241l Inflation Report implies a
growth forecast of around 2.6% for 2024. Inthe previous report, we had calculated the implied
growthrate for 2024 at around 2.0%.

= CBRT forecasts a quarter-on-quarter contraction (negative quarterly growth) both in Q2 and
Q3. A sharp slowdown in Q2 may not be possible due to the strong momentum of the
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economic activity in Q1. We assess that such a weakening is more likely in Q3 if the fiscal
stance, including the wage policy, is tightened.

=  When converting output gap to growth forecasts, the potential growth assumption is
important. Table 3 presents the growth forecasts implied by the output gap under different
guarterly potential growth assumptions:

Table 2. Growth Forecasts Implied by Output Gap Forecasts (%)
Quarterly Potential Growth (%)

0.8 1.0 1.2
2024 1.6 2.1 2.6
2025 0.3 11 2.0
2026 4.4 53 6.1

Exchange rate: Although not explicitly shared in the inflation reports, the fact that while USD-
denominated commaodity price assumptions are revised upwards, contribution of TL-denominated
import prices to inflation revised upwards indicates that the CBRT has revised the exchange rate
assumption downwards.

3. Our Evaluations

Theforecasts are broadly in line with our forecasts for the first half of the year (Chart 3). Afterwards,
the inflation trend improves rapidly in the second half.

=  CBRT expects inflation toenter a downward trend after peaking at around 75% in May.

= Regarding the disinflation path, monthly average inflation is assumed to be 2.5% in July-
September and slightly below 1.5% in October-December. Inthe previous report, the average
forecast for Q3 was also 2.5%, while the average for Q4 was given as 1.5%. Therefore, in the
new forecast path, thereis a stronger slowdown in the underlying trend in the last quarter.

= The stronger-than-anticipated demand conditions and inflation trend since the last report
necessitated a more valuable TL to achieve the currentinflation target. We estimate that the
USD/TL exchange rate implied by forecast accounting has been revised from 36 to around 34
for the year-end.

= We find it positive that the upper band remained unchanged at 42%. In this way CBRT gives
the message that there is no compromise in the fight against inflation.

There are fiscal stance and administered prices-related risks on the likelihood that inflation will be
within the forecast band at the end ofthe year.

= We consider the amount and timing of electricity and natural gas price adjustments for the
second half of the year as the biggest uncertainty factor on the inflation path.
= Based on these risks, our year-end inflation forecast is 43.5%.
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Chart 3. AnnualInflation Forecasts
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Source: CBRT, Akbank.
Note: CBRT forecast path is derived from the Chart in the Inflation Reportby ourselves.
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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 Yatinm 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 Yatinm 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 sugges tions for
the purpose of providing general information do not include any commitment by Akbank TAS and Ak Yatinm 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 Yatinm 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, orany 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 Yatinm 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 agreementto 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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