Inflation OYAK YATIRIM
June 2024

July 3, 2024
Slight ease in trend inflation

Monthly CPI inflation is at 1.64%... CPI inflation in June came in at 1.64%, below both market consensus and our expectation
of 2.2% and 1.9%, respectively. Accordingly, annual inflation receded from 75.45% in May to 71.60%. Meanwhile, monthly trend
inflation was 2.86%, decreasing from 3.24% a month ago. 103 items’ prices out of 143 main categories increased in June, while
35 items’ prices declined and 5 were unchanged, pointing to a better picture compared to the previous months. Core inflation, in
the meantime, was 70.4% and 71.4%, respectively, according to the B and C indices, down from 73.0% and 75.0%. Recall that
the 5-year average June inflation was 2.39%, while monthly inflation was 3.92% in the same month of the last year. We project
that annual inflation will further retreat in July and August to 62.6% and 52.7%, respectively. However, the flattish USDTRY parity
should not last longer as appreciation in TL will threaten trade balance. In this regard, breaking the inertia in inflation and cooling
the economy should be the primary drivers behind the decline in the inflation trend.

Chart 1: CPI Inflation and Core Inflation (yly, %)
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Housing inflation remained elevated... Among the sub-categories, housing inflation added inflation 0.55 pps, while food and
hotel&cafe inflation contributed by 0.44 pps and 0.28 pps, respectively. Housing inflation rose by 3.8% in June mainly rise in mains
water prices, while monthly rent inflation was 5.1% in June. Monthly food inflation was stronger than our expectation in June with
a 1.78% rise mainly due to 11.8%, 5.2% and 8.5% rise in cereal, cheese and fresh fruits prices. Houseware inflation was 1.62%
in June, as refrigerator and washing machine prices were up by 1.3% and 1.3% thanks to firm TL performance. Monthly
transportation inflation was negative in July despite increase in bus and airfare prices mainly due to decline in automotive prices.
Additionally, communication inflation was 2.54% again remained higher than headline inflation.

Table 1: Inflation Indicators June-24 (pps)

mom, % mom, % yoy, %  yoy, % ytd, % ytd, %

2024-06 2023-06 2024-06 2024-05 2024-06 2024-05

CPI 1.64 3.92 71.6 75.45 24.73 22.72
Food, Bewerages 1.78 3.02 68.08 70.14 25.25 23.06
Tobacco and Liquor 0.07 11.13 67.93 86.48 21.06 20.97
Clothing and Shoes -0.58 1.45 47.84 50.85 15.32 15.99
Housing 3.79 2.99 94.72 93.21 29.45 24.72
Houseware 1.62 2.61 67.72 69.34 23.01 21.05
Health 1.69 1.21 78.51 77.67 29.38 27.23
Transportation -0.13 7.96 65.67 79.1 15.76 15.91
Communication 2.54 3.91 52.27 54.31 21.28 18.28
Entertainment and Culture 0.26 2.12 61 63.99 22.24 21.92
Education 3.47 2.32 107.11 104.8 48.06 43.09
Restaurant, Cafe and Hotels 3.09 4.32 90.67 92.94 40.01 35.8
Miscellaneous 1.56 2.57 64.27 65.9 25.88 23.95

Source: Turkstat

Please see the important disclosures at the end of this report
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Service inflation is yet to be kept under control... Goods inflation in June increased by 0.91%, while y/y inflation receded to
62.56% from 67.58%. 2.7% jump in processed food m/m was the main driver of the monthly inflation, while energy inflation realized
at 1.43% in June. On a yearly basis, energy inflation reached at 84.58% from 89.68% in the previous month, while goods excluding
energy & food and core goods inflation stood at 52.56% and 50.62%, respectively. Service inflation slightly retreated in June with
an 95.27% yly from 95.93% a month ago, while monthly inflation also slowed down with 3.31% m/m rise following 4.03%, 4.16%
and 4.20% rises over the last 3 months. Among service categories, rent inflation, which was 125.1% in May, receded to 123.6% in
June, on a 5.1% m/m increase, while yearly transportation services, hotels/restaurants inflation materialized at 103.5% and 90.7%
in June, compared to 99.1% and 92.9% in May, respectively. Service inflation is likely to slow down in the second half of 2024 as
there is no further increase in wages.

Chart 2: Goods and Service inflation (%, y/y)
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PPl inflation turned its direction downwards... PPl inflation came in at 1.38% in June following firm performance of TL against
hard currencies, while yly inflation retreated to 50.1% in June, up from 57.7% a month ago. Among the subgroups, basis metals
and coke&refined oil prices were down by 0.8% and 0.7% in parallel with global commodity prices. On the other hand, coal and
lignite prices rose by 12.0% in June. Electricity prices rose by 2.7% in June mainly due to hot summer conditions as monthly
electricity consumption rose by 15.5% on an annual basis, much higher than the previous month. The gap between PPl and goods
inflation remained elevated in June, again indicating that domestic demand is still robust in Turkiye.

Chart 3: PPI Inflation (yly, %)
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Trend Inflation (seasonally adj, m/m, %, annualized, 3m MA)
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Disclaimer

The information, comments and advices included herein do not constitute an offer or a solicitation of an offer to buy or sell any
securities. The matters covered on this report may include forward-looking statements that involve risk and uncertainties that could
cause actual results to differ materially from those predicted by such forward-looking statements. OYAK Yatirim Menkul Degerler A.S.
(“OYAK Securities”), does not undertake to advise you of changes in the information or opinions set forth herein or provide you with
access to any additional information or to correct any inaccuracies therein which may become apparent subsequent to the date hereof
or to publicly update any information or any forward looking statement, whether as a result of new information, future events or
otherwise. Content and information provided by third parties is published as supplied to OYAK Securities and OYAK Securities has
not independently verified any of such information.

The investment information, comments and advices given herein are not part of investment advisory activity. Investment advisory
services are provided by authorized institutions to persons and entities privately by considering their risk and return preferences.
Whereas the comments and advices included herein are of general nature. Therefore, they may not be appropriate for your financial
situation and risk and return preferences. For this reason, making an investment decision solely by relying on the information given
herein may not give rise to results within your expectations. Investors should not make their investment decisions on the basis of this
report and construe the contents of this report as legal, tax, financial or investment advice.

OYAK Securities, any of its parents, subsidiaries or affiliates, agents, employees or representatives, do not make any representations
or warranties, express or implied, for the accuracy, timeliness, completeness or fairness of any such information or any estimates,
conclusions or opinions based thereon, and does not accept any liability or responsibility whatsoever for the contents of the report or
for any errors, omissions or mis-statements or for any adverse consequences of the investment decisions made as a result of reliance
upon this report.

OYAK Securities, any of its parents, subsidiaries or affiliates, agents, employees or representatives may hold positions and execute
transactions in securities of entities mentioned in the document. In addition, OYAK Securities, any of its parents, subsidiaries or
affiliates, agents, employees or representatives might have, might be seeking or will seek investment banking or other business
relationships with the companies in this report.

Copyright in this report is owned by OYAK Securities except where otherwise indicated by a third party's proprietary notice and may
not be reproduced or appropriated in any manner without written permission of OYAK Securities or their respective owners.

Valuation Approach

Valuation tools employed most frequently are Discounted Cash Flow (DCF) and International Peer Group Comparison, though other
metrics such as Dividend Discount, Gordon Growth, and Replacement Value Methods are also used wherever appropriate. Oyak
Securities analysts may calculate the target return of each stock considering only one method or assigning different weights to more
than one method depending on the analyst’s opinion. The “Expected Market Return” (EMR) of the ISE-100 is determined through
aggregate target returns of each stock under coverage based on their respective free float market capitalization. Our coverage
accounts for around 80% of the total market capitalization of the ISE.

Rating Methodology

Oyak Securities assigns recommendations to each stock according to the following criteria:

Price target for a stock represents the value analyst expects the stock to reach during our performance horizon, which is 12 months.
For stocks with an OUTPERFORM recommendation, target return must exceed the EMR by at least 10% over the next 12 months.
For a stock to be classified as UNDERPERFORM, the stock must be expected to underperform the EMR more that 10% over the next
12 months. Stocks that an analyst expects to perform parallel to the EMR within a band of +/- 10% are rated as MARKETPERFORM.




