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Turkey’s CPI increased by 1.25% MoM in December driving YoY CPI CPI and PPI (YoY)
from 14.03% to 14.60%. The consensus was +0.95% MoM and our
estimate was +1.22% MoM (Nov.20: 2.3%, Dec.19: 0.74%, 2003-2019 50% = PPI-CPI Spread Pp—
Average: +0.31%). Highest contributions came from food group, 40%
transportation and furnishing/household equipment whereas the clothing
group, which decreased above the historical averages, restricted the 30% 1
monthly increase. Goods recorded a 1.5% of monthly increase. Under the 20% |
goods group, energy, food and non-alcoholic beverages and other goods
(excluding energy and food) recorded 1.5%, 2.5% and 0.9% of monthly 10%
increases, respectively. Unprocessed food recorded a 3.4% of monthly 0% b, LN
increase (leaded by a 4.7% MoM increase in the fresh fruits and vegetables) T |||""'||I

whereas the processed food increased by 1.7% MoM. Core goods recorded -10%

a monthly increase of 1.4% which was driven by 3.6% of monthly increase f s NStz N-SsN-SsN=S8 NS
in durable goods (excluding gold). Clothing and footwear CPI decreased by T e e
3.2% MoM (2003-2019 Avr.: -2.1%) and decreased by 0.3% YoY. This was Goods CPI & Service CPI (YoY)

the first negative annual figure since 2008. Service sector inflation recorded 35% _ _ 18%
a 0.6% of monthly increase in December (2003-2019 avg.: 0.4%). According o | Goods-Service Spread —=Goods  —=Service (the) |
to the latest figures, YoY goods CPl is at 15.9% whereas YoY service CPI 25% | | 149
figure is at 11.7%. Hence, goods-service spread hit the highest level since 209% | | 1206
May 2019. Historically, service inflation follows the goods inflation with some 15% | | 10%
lag. This could lead to some rigidity during the expected disinflation period. 10% | | 5
Upward trend on the YoY core CPI indicators continue. The core CPI 5% 1 M l|| |”| ““”I Tl 6%
indicators, B (excl. unprocessed food, energy, alcoholic bev. tobacco and 0% [y sLHLL L s LU .l.,”r At 4%
gold) and C (energy, food and non-alcoholic bev. alcoholic bev., tobacco and 5% 2%
gold) indices recorded 1.1% and 1% of monthly increases which drove YoY 0% e ———————————————— 0%
figures to 14.5% (Prior: 13.7%) and 14.3% (Prior: 13.3%), respectively. L L A8l CAQLEARLEads Al
Hence, the YoY core figures, which are important indicators for the medium 8233382388233823882334
term outlook, increased the highest level since June 2019. Headline, Core and Food&Bev. CPI (YoY)
YoY PPI — CPI spread hit the highest level since April 2019. Domestic 35% oM —foodeber.  ——goreCFIO)

PPI increased by 2.4% MoM (Nov.20: +4.1%, Dec.19: +0.7%, 2003-2019 30%

Avg.: +0.16%), driving YoY figure to 25.2% YoY (Nov.20: 23.1%, Dec.19: 2506 |

7.4%). Hence, YoY PPI-CPI spread of +10.5pps is the highest level since

April 2019. This outlook indicates that the cost-side pressures could lead 20% 1

upward impact on the CPI in the coming months. According to the main 15%

industrial groupings, the highest increases were seen on intermediate goods 10%

by 2.9% MoM and energy by 2.9% MoM. 20 of 23 sub-sectors under the

manufacturing sector (MoM chg: +2.7%), recorded monthly increases. The 5% 1

highest monthly contributions came from basic metals, coke and refined 0% +————————————————————————————————
petroleum products and food products. é i34 g T3d g 739 i 739 2 88 §
A measured hike could be expected from the CBRT. The CBRT missed T —————. D e
its inflation target of 5% for the 121" time of last 15 years (since the beginning Actual Inflation vs Target Inflation (YoY)
of formal inflation targeting). Accordingly, the CBRT would write an open 40 EEDcvialion  ——Targel ——Acual

letter to the Government due the year-end inflation deviate from the target 35 : o )

range (by more than 2pps from the target in either direction). To recall, 30 - £ Since 2006: Formal inflaion Targeting

official inflation target for 2020 was 10.5% in 2021-2023 MTP and the
CBRT’s 2020-end CPI estimate was at 12.1% (between 11.1%-13.1% with
a 70% probability) at the last Inflation Report. Hence, 2020-end inflation was
over the upper band of the CBRT’s forecast range by 1.5pps. There are still
important upside risks on the inflation. According to the current trend and
realizations, the YoY CPI figure could reach around 16% in March-April.
Hence, we believe a measured hike could be expected from the CBRT on
January 21. Next inflation data to be announced on February 3.
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CPI — Main Expenditure Groups, MoM % change

CPI-Main Expenditure Groups, MoM Contributions
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Indicators for CPIs having specified coverages
December 2020

Weight MoM YtD YoY 12M Mov.
Group Coverage (C0) » (% (%) Avr. YoY (%)
Consumer Price Index - CPI 100.0 13 146 146 12.3
Main expenditure groups

Food and non-alcoholic beverages 22.8 25 206 20.6 13.9
Alcoholic beverages and tobacco 6.1 00 07 0.7 16.4
Clothing and footwear 70 32 -03 -03 5.7
Housing, water, electricity, gas and other fuels 14.3 0.7 9.6 9.6 12.4
Furnishing, household equipment, routine maintenance of the house 7.8 35 18.0 18.0 10.1
Health 2.8 0.8 16.7 16.7 144
Transportation 15.6 26 211 211 12.2
Communication 3.8 08 57 5.7 4.3
Recreation and culture 3.3 0.1 104 104 7.0
Education 2.6 00 68 6.8 105
Hotels, cafes and restaurants 8.7 05 127 127 121
Miscellaneous goods and services 54 -06 28.1 28.1 22.6

1. Indicators for the CPIs having specified coverages
A  CPlexcluding seasonal products 14 149 149 12.8
B  CPlexcluding unprocessed food, energy, alcoholic beverages, tobacco and gold 11 145 145 11.8
C CPlexcluding energy, food and non-alcoholic bev., alcoholic bev., tobacco and gold 1.0 143 143 11.2
D  CPlexcluding unprocessed food, alcoholic bev. and tobacco 10 141 141 12.0
E CPlexcluding alcoholic beverages and tobacco 1.3 155 155 12.1
F  CPlexcluding administered and directed prices 14 165 165 11.7
2. Goods 15 159 159 125
Energy 1.5 5.6 5.6 8.1
Food and non-alcoholic beverages 25 206 206 13.9
Unprocessed food 34 263 263 12.7
Fresh fruits and vegetables 47 339 339 11.7
Other unprocessed food 27 224 224 135
Processed food 1.7 155 155 14.9
Bread and cereals 16 193 193 16.5
Other processed food 1.8 135 135 14.0
Goods excluding energy and food 09 164 164 13.1
Core goods 14 172 172 10.6
Clothing and footwear -33 -06 -06 5.6
Durable goods (excluding gold) 36 304 304 15.8
Other core goods 14 131 131 7.6
Alcoholic beverages, tobacco and gold -1.1 131 131 24.0
3. Service 06 117 11.7 11.7
Rent 0.6 9.1 9.1 94
Hotels, cafes and restaurants 05 127 127 121
Transportation services 04 87 8.7 13.8
Telecommunication services 11 49 49 55
Other services 06 15.1 15.1 13.6
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Domestic PPI sections and divisions

December 2020

Weight MoM  YtD YoY 12M Mov.
@ @ @ (%9 Avr. YoY (%)

Domestic producer price index - D-PPI 1000 24 252 252 12.2
Main industrial groupings
Intermediate goods 29 329 329 13.7
Durable consumer goods 13 277 27.7 16.5
Non-durable consumer goods 15 192 19.2 12.7
Energy 29 3.2 3.2 -0.6
Capital goods 19 29.7 297 16.4
Sectors

Mining and quarrying 32 00 190 190 12.2
Coal and lignite 0.5 1.2 102 10.2 5.8
Crude petroleum and natural gas 04 56 07 0.7 -16.0
Metal ores 0.7 -23 490 490 33.2
Other mining and quarrying products 17 -01 137 137 117
Manufacturing 89.2 27 273 273 125
Food products 185 1.8 249 249 15.1
Beverages 0.8 1.0 163 16.3 14.0
Tobacco products 04 7.7 -178 -17.8 8.9
Textiles 9.5 05 252 252 13.8
Wearing apparel 21 -04 6.7 6.7 3.7
Leather and related products 1.0 17 75 75 4.8
Wood and products of wood and cork, except furniture 1.6 1.3 109 109 6.5
Paper and paper products 29 41 349 349 114
Printing and recording services 11 -02 152 152 9.2
Coke and refined petroleum products 39 107 438 4.8 -16.3
Chemicals and chemical products 47 24 271 271 10.3
Basic pharmaceutical products and pharmaceutic preparations 11 06 155 155 155
Rubber and plastic products 4.8 17 273 273 12.7
Other non-metallic mineral products 58 32 155 155 7.1
Basic metals 98 6.5 56.3 56.3 171
Fabricated metal products, except machinery and equipment 6.0 37 341 341 15.1
Computer, electronic and optical products 16 32 320 320 125
Electrical equipment 3.2 12 288 288 14.7
Machinery and equipment n.e.c. 3.2 1.1 265 265 15.1
Motor vehicles, trailers and semi-trailers 31 05 334 334 20.0
Other transport equipment 0.6 15 296 296 17.9
Furniture 24 09 195 195 11.0
Other manufactured goods 11 -17 337 337 24.8
Electricity, gas, steam and air conditioning 66 -1.2 03 0.3 7.5
Electricity, gas, steam and air conditioning 66 -1.2 03 0.3 75
Water supply; sewerage, waste management and remediation 0.9 12 148 148 9.2

Water; water treatment and supply services 0.9 12 148 148 9.2
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