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Macro: Reescalation of geopolitical tensions limit the policy space

The CBRT kept the policy rate unchanged at 37.0%, in line with the updated expectations following
the reescalation of geopolitical tensions in recent days. Overnight lending and borrowing rates were
also maintained at 40.0% and 35.5%, respectively. No change was made to the statements regarding
the monetary policy stance.

Following the peace agreement betweenthe U.S. and Iran, as oil prices moved back close totheir pre-
war levels, expectations regarding inflation and the policy rate had evolved in a more favorable
direction. Indeed, domestically, steps had begun to be taken for the transition from the “state of
emergency” mode to the “gradual normalization” phase; within this framework, the ban on short
selling in equities was lifted, while it was announced that the sliding scale mechanism, which limits the
pass-through of developments in energy prices to domestic fuel prices, would be phased out over three
months. During the same period, market expectations had begun to form that one-week repo auctions
could resume following the July MPC meeting.

However, with the interruption of the peace process and the renewed increase in energy prices
postponed expectations of policy rate cuts following monetary policy simplification. Since the June
meeting, the CBRT has continued to accumulate reserves, largely compensating for the losses incurred
after the war, and although domestic residents’ preference for the Turkish lira has remained strong,
the outlook regarding energy prices and refinery margins, together with the weakening of the sliding-
scale mechanism, appears to have been effective in maintaining a cautious stance.

We assess that the statementwith the strongest signaling value in the text is the change from “recent
data point to a the slowdown in domestic demand” to “recent data confirm the slowdown in domestic
demand.” This change indicates that the CBRT maintains a bias toward rate cuts, while the decision
itself shows that global conditions do not currently allow for such a move. Accordingly, provided that
oil prices retreat once again, an intention to move to the 37% policy ratein a single stepis inferred. In
this context, subject tothe course of ail prices, the Inflation Report Presentation on 13 August appears
to have gained importance in terms of a new policy signal. Should appropriate conditions emerge,
apart from a return to one-week funding within the operational framework, we maintain our
assessment that there will be no room for a reduction in the policy rate until year-end.

Evaluations:

e “The underlying trend of inflation decreased slightly in June. Le ading indicators suggest that the
underlying trend will rise temporarily in July.”

o InJune, monthly inflation cameinat 0.99%, in line with expectations, while seasonally adjusted
(s.a.) monthly inflation slowed from 1.88% to 1.75%. Among exclusion-based core indicators,
monthly inflation (s.a.) for Band C was 2.1% and 2.0%, respectively (previously 2.3% and 2.2%);
among distribution-based core indicators, the median and trimmed-mean monthly inflation
rates were 1.86% and 1.91%, respectively (previously 1.85% and 1.87%) (Macro: Inflation
Developments — June 2026).

o Basedon the prices we have collected and our models, we estimate that in July, with the
renewed increase in fuel prices and the impact of some administered price adjustments,
monthly inflation will be around 2.0%, while annual inflation will remain broadly flat;
seasonally adjusted monthly inflation is expected to rise to around 2.4%.
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e “As aresult of the growing uncertainty amid geopolitical developments, energy prices started
trending up again. The impact of geopolitical developments on the inflation outlook through the
cost channel, economic activity and expectations is closely monitored.”

o Through the sliding scale mechanism, the pass-through of increases in oil prices to fuel prices
was substantially limited during the March—June period. Together with the decline at the end
of June, the cumulative increase over the March—June period fell to 11.5% (it would have been
28.7% without the sliding scale mechanism). As of June, we estimate the cumulative impact of
fuel prices on inflation to be between 3.0and 3.5 percentage points.

e With the gradual phase-out of the equalization mechanism over the next three months, the
mechanism’s protection against energy price shocks has diminished. Supported by the
increase in refinery margins, diesel prices appear likely to post a more pronounced increase,
pushing fuel prices up by around 4.0% in July. If prices remain unchanged, a similarincreaseis
expectedin August. Inaddition, if no changes are made to the implementation, the insulating
effect of the sliding scale mechanism will weaken further in August. Under these conditions,
should LPG prices—which tend to respond with a longer lag—also increase, fuel prices are
likely to record a strong increase in August.

e “Recent data peoir

o Weassess that the statement with the strongest signaling value in the text is this change, which
indicates that the CBRT maintains a bias toward rate cuts, while the decision itself shows that
global conditions do not currently allow for such a move. Accordingly, provided that oil prices
retreat once again, an intention to move to the 37% policy ratein a single step is inferred. In
this context, subject to the course of oil prices, the Inflation Report Presentation on 13 August
appears to have gainedimportance in terms of a new policy signa.

o Looking ahead, the course of the war and the magnitude of the positive contribution expected
from the agricultural sector will be key determinants of growth during the year. We expect
financial conditions to continue restraining economic activity in non-agricultural sectors; on
the other hand, the favorable course of agricultural output is expected to provide a notable
contribution to GDP growth. Accordingly, we maintain our 2026 growth forecast at 3.0%.
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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 investme nt suggestions 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 pe rsons 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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