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MNI CBRT Preview - July 2022 
  

Details:  

 

Monetary policy decision: 1200BST, 1300CET, 0700ET, Thursday 21st July 2022. 

 

 

MNI Point of View  
The CBRT are again firmly expected to keep policy rates unchanged at 14.00% in July in the seventh 

consecutive unchanged decision at the bank, which seemingly continues to operate under considerable 

political influence and is willing to look through inflation that could exceed 80% in the coming months. 

Looking ahead, rate hikes remain a tail risk, with the bank board unwilling to tighten policy ahead of the 

election cycle next year. As such, most analysts expect rates at 14.00% into year-end. 

 

Governor Kavcıoğlu has overseen the CBRT’s easing cycle of 500bps of rate cuts since appointment in March 

2021. Markets remain of the view that political motivation underpins this unorthodox approach to policy during this 

rapid inflationary phase. The previous CBRT June 23 statement stated that inflationary pressures were caused by 

energy prices due to the geopolitical landscape, alongside negative supply shocks. The Bank reiterated that 

“Liraization” measures will continue to be implemented and resolution of ongoing conflict will see deflationary 

effects. 

 

This rhetoric is anticipated to be repeated for the foreseeable future, although a tail risk of potential policy tightening 

at the end of the year has been flagged by some sell-side analysts.  

 

Global supply chain issues remain acute, despite commodity prices seeing some easing off recent highs. This sees 

some relief in global price pressures in upcoming months, after Turkish headline inflation soared for the 13th 

consecutive month to a 1998 high of 78.62% (vs. 17.53% June 2021). Together with rates remaining at 14.00%, 

real rates remain strongly negative.  

 

Core inflation accelerated further in June to 57.26% (vs. 17.47% in June 2021) signalling easing energy prices as 

having a mere Band-Aid effect, as inflation expectations are set to stay unanchored, high above the official 5% 

target rate. 

 

In an effort to stem inflation without increasing headline policy rates, the CBRT – in conjunction with banking 

regulators and the finance ministry – added to a slew of macroprudential measures in the past months to reduce 

loan growth, stem price pressures and incentivise Liraization. These measures vary from tighter conditions for credit 

card use to mortgage lending restrictions to adjusting collateral requirements for TRY-denominated bond portfolios. 

 

Recent instruments included banning banks from extending TRY loans to firms with high FX financing, requiring 

banks to hold additional Turkish lira long-term fixed-rate securities for FX and doubling the reserve requirement ratio 

for lira-denominated commercial cash loans to 20%.  

 

Turkish CDS premiums have continued to rise over the past months, surpassing 2008 GFC highs in June. This 

highlights the stark contrast between market and CBRT expections, as markets are currently pricing the greatest 

sovereign risk for Turkey since 2003 whilst the cental bank sees the outlook stabilising.  

Consumer confidence remains close to record lows, as households note a marked plunge in financial situation 

expectations. This relationship remains closely tied to the weakening TRY. 
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As such, further monetary policy tools will remain a key market focus going forward. Longer-term concerns include 

more extreme measures such as capital controls, external lending programmes, or further exchange rate 

destruction. 

 

 

Source: MNI / Bloomberg 

 

Central Bank Watch - CBRT
July 19, 2022

MNI CBRT Data Watch List
Inflation Current 3m ago 3m Chg 6m ago 6m Chg 2Y History Hit / Miss Vs Trend Surprise Index Z-Score

CPI YoY % y/y 78.62 61.14 36.08 2.25

Core CPI YoY % y/y 57.26 48.39 31.88 1.03

PPI YoY % y/y 138.3 115.0 79.9 1.18

Expected CPI % 37.91 26.43 21.39 1.64

Economic Activity Current 3m ago 3m Chg 6m ago 6m Chg 2Y History Hit / Miss Vs Trend Surprise Index Z-Score

Industrial Production YoY % y/y 9.1 13.3 11.3 -0.37

Trade Balance $bn -10.60 -7.98 -5.45 -1.19

Markit PMI Mfg Index 48.1 49.4 52.1 -1.42

Capacity Utilization % 77.6 77.3 78.7 -0.18

Monetary Analysis Current 3m ago 3m Chg 6m ago 6m Chg 2Y History Hit / Miss Vs Trend Surprise Index Z-Score

M3 Money Supply TRYbn 6775.9 5847.39 5165.8 2.20

Foreign Transactions of Equities % -98.0 19.00 -231.0 -0.05

Foreign Transactions of Govt bonds $m 114.0 69.00 83.0 0.22

Home Sales YoY % y/y 11.7 20.60 113.7 -0.94

Consumer / Labour Market Current 3m ago 3m Chg 6m ago 6m Chg 2Y History Hit / Miss Vs Trend Surprise Index Z-Score

Retail Sales YoY % y/y 20.84 6.54 13.80 0.83

Consumer Confidence Index 61.8 62.60 58.2 0.97

Unemployment rate % 10.10 11.40 10.90 -1.56

Foreign Tourist Arrivals % y/y 308.5 186.50 111.5 1.98

Markets Current 3m ago 3m Chg 6m ago 6m Chg 2Y History Hit / Miss Vs Trend Surprise Index Z-Score

Equity Market (BIST 100) Index 2502 2233 1858 1.81

TR 10-Year Yield % 17.95 23.22 17.85 -0.61

TR Yield Curve (2s-10s) bps -379.0 -84 -478 -1.47

Effective Exchange Rate Index 53.33 53.83 47.76 -0.01
Note: For quarterly data the 3m ago column will display the previous data point and the 6m ago column will display the data point prior to that. 
Source: MNI, Bloomberg
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Sell-side Analyst Views  

Barclays: Expects rates unchanged, however sees possibility of Q4 2022 hike 

• Based on dovish communication from the CBT recently, we do not expect a change in rates or rhetoric next 

week. 

• Due to limited financial inflows, the CBT’s reserves remain the main source of C/A deficit financing amid 

ultra low real interest rates.  

• Although we keep our policy rate forecast unchanged at 14%, there is a material risk of a big rate hike in Q4 

22 if energy bills continue to exert pressure on foreign reserves in autumn 2022.  

• Looking at the region, Turkey is second after Ukraine in terms of the share of net energy imports in GDP, 

adding additional pressure on external balances if the tension escalates further. 

 

Goldman: Expects rates unchanged 

• We expect the MPC to keep its policy rate on hold at 14.0%. Despite the authorities' preference for lower 

rates, we think a cut is unlikely given that the Lira has recently come under pressure once again.  

• We also think the TCMB won’t hike since it has explicitly ruled out a rate hike until after the elections. 

• Hence, we expect the policy rate to remain on hold and for inflation to continue rising. 

• Although it has become increasingly difficult to predict the introduction and nature of new macroprudential 

measures, we think it is likely that the authorities will continue to implement additional policy tools and/or 

amend the existing ones to curb excessive loan growth momentum without raising rates.  

• A high risk of further Lira depreciation, as USDTRY is already above the level before the introduction of the 

FX-protected deposit scheme, increases the possibility of new heterodox measures. 

 

JP Morgan: Expects rates unchanged  

• Policy makers have responded to the sharp increase in inflation by macroprudential measures rather than 

orthodox policy tightening.  

• Recent communication provide no signs of a change in strategy. Hence, we expect the CBRT to keep its 

key policy rate unchanged at 14.0%. 

 

Scotiabank: Expects rates unchanged 

• President Erdogan’s central bank in Turkey is expected to hold its one-week repo rate at 14% on Thursday. 

 

SocGen: Expects rates unchanged, however sees possibility of emergency hikes towards end of year 

• We believe the CBRT will keep the 1w repo rate unchanged at 14%.  

• In our view, CBRT would rather continue to use alternative methods to tame the lira’s volatility (such as 

FX reserves, regulations on hard currency holdings and the FX-linked deposit scheme) and the 

wide current account deficit (mostly by impacting demand through measures limiting credit 

growth).  

• We expect USD/TRY to move towards 22 by the end of 4Q22. We believe there is the growing risk of a 

disorderly sell-off, which would have to be tackled by emergency rate hikes (rather than full capital controls). 


