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Global Markets

Last the week, global markets were shaped by heightened US-Iran tensions, renewed tariff-related developments, the
Fed's Beige Book, and US CPI data. In the US, although nonfarm payroll growth came in below expectations at 50,000, the
unemployment rate declined to 4.4%, reinforcing the perception that the economy is slowing but not experiencing a sharp
downturn. The moderation in job creation pointed to a loss of momentum in economic activity, while the decline in the
unemployment rate highlighted the continued resilience of the labor market. When assessed alongside JOLTS and ADP
employment data, the picture suggested a “low hiring-low firing” equilibrium, supporting the view that the Fed does not
face an urgent need to cut interest rates in the near term. Meanwhile, reports that the US Department of Justice had
launched a criminal probe involving Fed Chair Jerome Powell strengthened expectations that the Federal Reserve is unlikely
to alter its monetary policy stance in the short term. On the inflation front, headline CPI rose 0.3% month-on-month and
2.7% year-on-year, broadly in line with expectations, while core CPI increased 0.2% MoM, slightly below forecasts.
Nevertheless, the data did not provide sufficient reassurance to prompt the Fed to act hastily on rate cuts. The Fed's Beige
Book indicated that economic activity across the US continued on a mild and moderate growth path, neither accelerating
meaningfully nor signaling recession risks. Another key theme during the week was escalating US-Iran tensions. President
Trump's decision to cancel contacts with Iran, combined with increasingly hawkish rhetoric toward the Middle East, and his
announcement that countries trading with Iran would face a 25% tariff on trade with the US—effective immediately—
brought tariffs and uncertainty back to the forefront. Despite the heavy news flow, the S&P 500 rose 0.33% over the
week, while the Nasdag 100 gained 0.16%.

What to Watch This Week on Global Markets

The absence of a pronounced deterioration in the labor market has reinforced expectations that the Federal Reserve does
not face an urgent need to cut interest rates in the near term as part of its fight against inflation. In this context, the Core
PCE price index, which is closely maonitored for signals on the Fed'’s policy path, stands out as one of the key data releases
in the coming week. In addition, third-quarter GDP growth figures will be announced, with expectations pointing to an
annualized growth rate of 4.3%, in line with the initial estimate. With the 4Q25 earnings season having begun this week
and expected to remain a key theme into next week, we anticipate a shift toward more company-specific price action.
Meanwhile, developments surrounding US-Iran tensions are likely to remain influential throughout the week, particularly
for commodity, oil, and equity market pricing.
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Domestic Markets

On the domestic front, according to data released by the Central Bank of the Republic of Tirkiye
(CBRT), the current account balance posted a USD 4.0bn deficit in November, exceeding the market
expectation of a USD 3.5bn shortfall. Despite this, the current account excluding gold and energy
maintained its positive trend, recording a USD 2.1bn surplus. Taking into account the continuation of
seasonal weakness in December and leading foreign trade indicators, we expect the December current
account deficit to materialize at around USD 5.0bn.According to figures from the Ministry of Treasury
and Finance, the central government budget recorded a TRY 528.1bn deficit in December, while the
primary balance posted a TRY 411.5bn deficit. During the same period, budget revenues increased by
43.7% year-on-year to TRY 1,264bn, while budget expenditures rose by 41.8% to TRY 1,792bn. As a
result, the central government budget deficit for full-year 2025 reached TRY 1,799bn. Under the
Medium-Term Program (MTP), the budget deficit is projected to rise to approximately TRY 2.8trn in
2026, with the budget deficit-to-GDP ratio expected to reach 3.5%.According to data published by
the Turkish Statistical Institute (TurkStat), the seasonally and calendar-adjusted industrial
production index rebounded in November following two consecutive months of contraction,
increasing by 2.5% month-on-month and 2.4% year-on-year. The monthly recovery in industrial
output was largely driven by the manufacturing sector. Leading indicators we monitor suggest that
the growth momentum may continue into December. In a relatively calm data week, the BIST 100
Index advanced by 3%, while the Participation 100 Index gained 5%, with both indices reaching all-
time highs.

What to Watch This Week on Domestic Markets

On the domestic front, following December inflation coming in below expectations, attention has
turned to the CBRT's interest rate decision, scheduled to be announced on Thursday, 22 January at
14:00 (local time). We believe that the softer headline inflation print has provided the CBRT with
additional room for maneuver. Accordingly, Kuveyt Tirk Investment Research expects a 150bp rate
cut, bringing the policy rate down to 36.5%, in line with market consensus. In addition, Turkiye's
sovereign credit rating reviews by Fitch and Moody's will be closely monitared. In its latest
assessment dated 25 July 2025, Moody's upgraded Turkiye's credit rating from B1 to Ba3, while
revising the outlook from positive to stable. Fitch, on the other hand, maintained its rating and
outlook unchanged, affirming the Long-Term Foreign-Currency Issuer Default Rating (IDR) at BB-
with a stable outlook. As Kuveyt Tirk Investment Research, we expect both rating agencies to
potentially revise their outlooks from stable to positive, while leaving the credit ratings unchanged.
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Over the past week, the BIST Food & Beverage has led Borsa Istanbul (BIST) with a 9.27% return.

Weekly Change (%)
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Over the past month, the BIST Technology Index has ranked first on Borsa Istanbul (BIST) with a 34.57% return.

Monthly Change (%)
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Legal Disclaimer

The information contained in this report has been prepared by Kuveyt Tirk Yatinm Menkul Degerler A.S. (“Kuveyt Tirk Yatinm”) for general informational purposes only. The information, comments, and
opinions provided herein do not constitute investment advisory services. Investment advisory services are offered on a personalized basis within the framework of an investment advisory agreement to be
executed between the client and authorized institutions such as brokerage firms, portfolio management companies, and non-deposit banks, taking into account the client’s risk and return preferences.The
comments and opinions expressed in this report are of a general nature and should not be construed as recommendations to buy or sell any investment instrument. Such opinions may not be suitable for your
financial situation or your risk and return preferences. Accordingly, investment decisions made solely on the basis of the information contained herein, without considering your financial circumstances and
investment objectives, may lead to outcomes that do not meet your expectations. Investments based on the analyses included in this report may also result in losses. Any investment decision made based on
this report is the sole responsibility of the client, and Kuveyt Tirk Yatirim and its employees shall not be held liable for any outcomes arising therefrom.Although the information contained in this report has
been compiled from sources believed to be reliable, its accuracy and completeness are not guaranteed. Kuveyt Tirk Yatinm and its employees accept no responsibility or liability for any losses arising from
inaccurate, incomplete, or erraneous infarmation, or fram errors and omissions in the sources used. The information contained in this report may not be reproduced, distributed, published, or shared with third
parties without the prior written consent of Kuveyt Tiirk Yatinm.
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