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Macro: Rate cut down to 250bps following domestic data and news flow 

The CBRT cut the policy rate by 250 basis points to 40.5% in September, in line with market expectations. 
Overnight lending and borrowing rates were also reduced by the same amount, to 43.5% and 39.0% respectively, 
and the width of the asymmetric interest rate corridor was maintained. 

In its communication at the July Monetary Policy Committee meeting, the CBRT linked the decision on the 
magnitude of subsequent interest rate steps to the data flow and stated that it would review its stance 
accordingly. In this context, we see that stronger-than-expected growth and inflation data, along with political 
developments, have limited the size of the interest rate cut.  

Although the statement regarding the monetary stance in the coming period that “Monetary policy stance will 
be tightened in case of a significant deviation in inflation outlook from the interim targets,” is hawkish, the vague 
use of the word “significant” weakens the communication's power. 

Our key messages and evaluations are as follows: 

MPC Decision:  

•  “The underlying trend of inflation slowed down in August.” 

o In August, monthly consumer inflation was 2.04%, slightly below market expectations (monthly 1.8%; 

annual ≈32.6%). According to seasonally adjusted (s.a.) data published by TURKSTAT, despite the 

elimination of one-off effects (≈0.9 points) in July, the CPI monthly price increase declined only slightly 

from 2.6% to 2.5% due to deterioration in food inflation. However, the fact that the median and trimmed 

inflation measures, which are distribution-based trend indicators, remained around their recent trends 

at 2.0% and 1.8% monthly, respectively, indicating that the deterioration in the inflation trend was not 

broad-based. Therefore, the annualized inflation trend continues to hover around 27%. However, it does 

not imply a significant slowdown (Macro: Inflation Developments – August 2025). 

o Although the depreciation trend of TL has slowed since late July, we assess that under the current 

outlook, the likelihood of inflation remaining within the CBRT's forecast range by year-end has 

decreased. 

• “While GDP growth was above projections in the second quarter, final domestic demand remained weak.  

Recent data indicate that demand conditions are at disinflationary levels.” 

o In 2025Q2, GDP grew by 4.8% year-on-year, exceeding market expectations (4.1%), while quarterly 

growth accelerated to 1.6% despite expectations of a slowdown. Therefore, the data presented an 

inconsistent picture with the CBRT’s assessment in its August Inflation Report that activity slowed in the 

second quarter and demand conditions remained at disinflationary levels (negative output gap). We 

believe that the level of GDP in the second quarter was 2.2% above the CBRT's forecast and that the 

output gap was rather +1.0 (Macro: GDP Developments -2025Q2).  

o Although final domestic demand declined by a cumulative 0.6% over the last two quarters, contrary to 

the CBRT's assessment, we assess that this decline does not signal a strong correction following the 5.0% 

increase in the second half of 2024. We consider final domestic demand to remain strong in terms of 

level. Moreover, domestic demand (final domestic demand + inventory changes) continues to be the 

driver of growth. 

o Although leading indicators point to a slowdown in growth in the third quarter, when we consider the 

output gap as a combination of activity, the labor market, and the credit market, it is unlikely that the 

output gap will be at a disinflationary level (negative output gap) in the third quarter. 

• “The macroeconomic framework outlined in the Medium-Term Program will contribute to this process.” 

• CBRT changed its statement regarding the coordination of fiscal stance in the disinflation process, 

drawing attention to the budget deficit estimates in the Medium-Term Program (MTP). The MTP shared 

that the budget deficit/GDP ratio is 3.6% for 2025 and 3.5% for 2026. The CBRT pointed that it will be 

https://www.akbankinvestorrelations.com/en/corporate-governance/detail/Turkish-economic-and-financials-developments/46/1098/0
https://www.akbankinvestorrelations.com/en/corporate-governance/detail/Turkish-economic-and-financials-developments/46/1098/0


 
 

  

 
 

 CBRT MPC Decision (September 2025)  11 September 2025 

Economic Research 

difficult to achieve the inflation target if the budget deficit is not limited. We interpret this statement as 

a message that the CBRT expects revenues and administered price/tax policies to support disinflation in 

the coming period. 

• On the other hand, the fiscal stance shared in the MTP reflects an accrual-based budget. However, the 

postponement of unpaid earthquake expenditures in 2023 to 2025 and beyond will cause the cash-

based budget deficit to be higher than the accrual-based budget deficit in both 2025 and subsequent 

years. Therefore, we expect the actual fiscal stance to be looser than stated in the MTP throughout the 

forecast period. 

• “The Committee will determine the policy rate by taking into account realized and expected inflation and 

its underlying trend in a way to ensure the tightness required by the projected disinflation path in line 

with the projected interim targets. The step size will be reviewed prudently on a meeting-by-meeting 

basis with a focus on the inflation outlook. Monetary policy stance will be tightened in case of a significant 

deviation in inflation outlook from the interim targets.” 

o The CBRT, in its August Inflation Report, changed the framework for communicating medium-term 

forecasts, separating year-end inflation forecasts from “intermediate targets”. Previously, forecasts also 

served as intermediate targets and could be updated frequently. Under the new framework, inflation 

forecasts can be revised based on data flows, while intermediate targets will not be changed between 

reporting periods unless there are extraordinary developments. Accordingly, intermediate targets were 

set at 24%, 16%, and 9% for the end of 2025, 2026, and 2027, respectively. (Macro: Inflation Report 

2025-III) 

o Although the second sentence is hawkish, the vague wording of the phrase “significant” weakens the 

communication's impact by leaving the conditions that would trigger a policy response unclear. 

Formulating the phrase as “in the event of a deviation from the interim target” would have been a 

stronger commitment for the CBRT. 

• “The tight monetary policy stance, which will be maintained until price stability is achieved, will support 

strengthen the disinflation process through moderation in domestic demand, real appreciation in Turkish 

lira exchange rate, and improvement in inflation expectations. Going forward, coordination of fiscal 

policy expectation channels” 

o We believe that the change in the text reflects the intention to move away from the “real appreciation 

of the TL” communication. However, the statement that “the exchange rate channel will strengthen the 

disinflation process” indicates that there is no question of departing from the current strategy. 

Considering current inflation expectations alongside the 16% interim target, we assess that there is a 

continuing need for additional real appreciation of the TL.  
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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 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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