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MNI CBRT Preview - August 2022 
  

Details:  

 

Monetary policy decision: 1200BST, 1300CEST, 0700ET, Thursday 18th August 2022. 

 

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

consecutive unchanged decision at the bank. Despite inflation nearing 80% the implied political pressure 

on the CBRT continues to underpin the unorthodox monetary policy approach that should persist for the 

foreseeable future. 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 to remain 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 the Central Bank operates under considerable political pressure during this 

rapid inflationary cycle.  

The July policy statement stated that inflationary pressures were caused by energy prices due to the geopolitical 

landscape, alongside negative supply shocks, adding that recessionary risks have increased, however tourism 

remains robust and the key factor in improving the current account, following the deficit over tripling to USD 3.46 bln 

compared to June 2021. The use of “temporary” was dropped from the description of pricing formations (“not 

supported by economic fundamentals”) driving up Turkish inflation as well as the expectation of deflationary base 

effects. Despite not materialising into a hawkish shift, the CBRT is evidently seeing this inflationary phase as less 

transitory. 

Figure 1: Turkish Real Rates plummet to new lows 
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The Bank reiterated that “Liraization” measures will continue to be implemented and the 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 substantial easing in July. This sees 

some relief in global price pressures in upcoming months after Turkish headline inflation soared for the 14th 

consecutive month to a fresh 1998 high of 79.6% (vs. 18.95% in July 2021).  

The pace of inflation has eased somewhat, as July CPI was below forecast and month-on-month prices rose 2.37%, 

after the 5% jump in June. As such, peak inflation may be in sight for the emerging economy. Analysts are looking 

for the headline rate to remain around the 70% y/y mark into year-end (the CBRT is looking for 60.4%). 

Core inflation accelerated a further 4.43pp to in July to 61.69%% (vs. 17.47% in June 2021) leaving inflation 

expectations are set to stay unanchored, high above the official 5% target rate. 

Together with rates remaining at 14.00%, real rates remain strongly negative at around -66%, exerting negative 

pressure on the lira. The USD/TRY has plateaued over the last three weeks to a record high close of 17.9653, 

falling further behind global rates as central banks continue their tightening cycle.  

 

CBRT Data Watch list 

 
 

 

Central Bank Watch - CBRT
August 15, 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 79.60 69.97 48.69 1.99

Core CPI YoY % y/y 61.69 52.37 39.45 1.28

PPI YoY % y/y 144.6 121.8 93.5 1.26

Expected CPI % 40.23 28.41 25.37 1.57

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 8.5 9.8 14.4 -0.46

Trade Balance $bn -8.17 -8.23 -6.83 -0.11

Markit PMI Mfg Index 46.9 49.2 50.5 -1.63

Capacity Utilization % 78.2 77.8 77.6 0.76

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 7073.1 6007.87 5337.1 2.12

Foreign Transactions of Equities % -27.0 -110.00 -139.0 0.81

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 5.52 2.70 12.93 -0.86

Consumer Confidence Index 61.8 62.60 58.2 0.97

Unemployment rate % 9.70 11.40 11.30 -1.59

Foreign Tourist Arrivals % y/y 145.0 129.70 170.6 -0.53

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 2876 2431 2003 1.96

TR 10-Year Yield % 16.05 22.25 19.35 -1.42

TR Yield Curve (2s-10s) bps -259.0 -182 -328 -1.59

Effective Exchange Rate Index 54.01 56.91 52.08 0.23
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 Views  

Barclays: Expect rates unchanged, risk tilted to the upside 

• Barclays expect policy rates to remain unchanged this week and during the rest of the year, however, risk is 

tilted to the upside. 

• There was no signal of a change in the CBRT’s ultra-loose policy stance at the most recent inflation report 

press conference. 

JP Morgan: Expect rates unchanged, CBRT in no rush to normalise 

• JP Morgan sees the CBRT as being in no rush to normalise its policy stance despite robust demand and 

cost-led inflationary pressure. 

• Lira stability is being secured, instead, by the FX-protected lira deposit scheme which will be the main tool 

to restrain inflationary pressures in the short run. 

Scotiabank: Expect rates unchanged 

• Scotiabank sees no change in the policy rate at this meeting despite, in their view, the one-week repo rate 

being too low for a country with Turkey’s characteristics. 

TD Securities: Expect rates unchanged, sees TRY stabilisation short-lived as real rates plummet 

• TD Securities sees policy rates holding for at least another month beyond any reasonable doubt. 

• Despite USDTRY managing to stabilise, they see this not lasting for much longer as real interest rates 

collapse to around minus 66%. 


