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Turkey’s inflation surged to a 20-year high of 61.14% YoY
in March, up from 54.44% YoY in February. This marked
the 10th consecutive month of acceleration in general
prices, fueled by higher energy and commodity costs as
current geopolitical conflicts compound the impact of the
lira’s fall last year. Turkey imports majority of its energy
needs.

Meanwhile, core inflation
rose to 48.4% YoY in March
from 44.15% YoY in
February. Core goods
inflation was at 60% YoY
while services inflation rose
36.7%YoY.

Domestic factors that could
drive inflation higher in
coming months include a
35% increase in household
gas tariffs in April, and on
reports that the
government is considering
a hike to minimum wages.

The rise in inflation
was broad-based
across all components,
but driven mainly by
transportation
+99.12%, food & non-
alcoholic beverages
+70.33% and
furnishings &
household equipment
+69.26%.

Turkey’s inflation is
expected to remain
elevated around 65%-
70% for the rest of the
year, easing to 44%-
45% only towards end-
2022 when the high
base effect kicks in.
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Turkey’s Inflation vs. Key Interest Rate, %
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On a monthly basis,
producer prices rose
9.19% YoY in March,
driven by higher costs in
energy +15.62%,
intermediate goods
+8.86%, non-durable &
durable consumer
goods +8.59% and
+5.65% respectively,
and capital goods
+5.40%.

Producer prices climbed
114.97% YoY in March,
driven by higher costs
of energy +214.87%,
intermediate good
+122.92%, durable &
non-durable consumer
goods +75.85% and
+79.70% respectively,
and capital goods
+76.55%.

The Building Construction
Cost Index climbed higher
to 79.91% YoY in January
vs. 67.74% YoY in
December, led by
increases in material index
+98.20% and labour index
+41.02%. As such expect
continued price
adjustment for
constructions-in-progress
or newly starting projects.

The government expects
inflation will fall to single digits
in 2023 under the “new
economic policy” of prioritizing
low interest rates to boost
production and exports, aimed
at achieving a current account
surplus.

However, trade deficit widened
77% YoY to USD8.24bln in
March, driven by a 156%
increase in energy imports,
threatening to derail the current
account goal.

Despite high inflation,
there is no sign of a
monetary policy
tightening. Central
Bank of Turkey has
put all its emphasis on
the FX-protected
deposit scheme and is
unlikely to react to the
strong CPI data.

Turkey’s real interest
rates are currently deep
into negative territory
(-47.14%) and are
expected to fuel further
inflation in coming
months.

The lira was unaffected
by March’s inflation,
weakened slightly by
0.15% to 14.715/USD.
The lira plunged 44% in
2021, and fell a further
10% year-to-date.
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Imported Input Share by Turkey’s 
Manufacturing Sub-Sectors, %
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-15

-10

-5

0

5

10

15

20

25

1
9

:Q
1

Q
2

Q
3

Q
4

2
0

:Q
1

Q
2

Q
3

Q
4

2
1

:Q
1

Q
2

Q
3

Q
4

2
2

:Q
2

f
GDP % YoY GDP % QoQ -10 -5 0 5 10 15 20 25

Finance & insurance

Agri., forestry & fishing

Construction

Real estate

Public admin.

Industry

Prof., admin & support

ICT

Other services

Services

GDP

Turkey’s Construction Cost Index, 
January 2022, % YoY

76.55

214.87

79.7

75.85

122.92

42.34

228.94

106.55

110.36

114.97

0 50 100 150 200 250

Capital goods

Energy

Non-durable consumer goods

Durable consumer goods

Intermediate goods

Water supply

Electricity, gas, steam

Manufacturing

Mining & quarrying

PPI

Producer Price Index Components, 
March 2022, % YoY

27

28

29

30

31

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Imported Input Share of Exporting Firms in 
Turkey’s Manufacturing Industry, %

0 10 20 30 40 50 60

Food products
Beverages

Tobacco products
Textiles

Wearing apparel
Leather & products

Wood & products
Paper & products

Printing
Coke & refined petroleum

Chemicals & products
Basic pharmaceutical products

Rubber & plastic products
Other non-metallic mineral…

Basic metals
Fabricated metal products

Computer, electronic & optical
Electrical equipment

Other machinery & equipment
Motor vehicles, trailers & semi-…

Other transport equipment
Furniture

Other manufacturing
Repair & installation of…

Source: CBRT, Turkey Statistical Information, VC



DISCLAIMER
& DISCLOSURES

V E R N Y C A P I T A L

© 2022 VERNY CAPITAL MARKET INTELLIGENCE
ALL RIGHTS RESERVED

The Investment Team Market Intelligence of Verny Capital LLP (hereinafter referred to as the (“Research
Team”) have prepared this report (hereinafter referred to as the “Report”). The Research Team certifies that
all views expressed in this Report reflect the Research Team’s personal professional views. The Report is
based on the information and methodologies taken from the sources which the Research Team considers to
be reliable and have used public and other data which was not independently verified. While the Report is
intended to be as accurate as possible, the Research Team and/or Verny Capital LLP make no guarantee,
warranty or representation of any kind under any applicable law, express or implied, as to the accuracy or
completeness of the information contained in the Report or otherwise, and it should not be relied on as such,
and expressly disclaim under any applicable law any and all liability whether arising in tort, contract or
otherwise which they might otherwise be found to have in respect of this Report or any statement in it.
Further, the forward-looking statements speak only as at the date of the Report. The Research Team and/or
Verny Capital LLP make no undertaking to update this Report or its contents after the date of the Report
notwithstanding that such information may have become outdated or inaccurate. Notwithstanding above,
the Research Team may change information contained in this Report at any time without notice.

Neither the Research Team nor Verny Capital LLP or any of its officers, employees shall be liable for any
losses or damage that may result from any use of or reliance upon the information contained in the Report
as a consequence of any inaccuracies in, errors or omissions, if any, in the information which the Report may
contain or otherwise arising from the use and/or further communication, publication, or other disclosure of
the information contained in the Report. Reliance upon any information in the Report is at the sole
discretion and risk of the reader. Receipt and continuing review of the report shall be deemed agreement
with, and consideration for, the foregoing.

This Report is solely intended for general information purposes only. Verny Capital LLP states that this
Report is not in any sense, and shall not be construed under any applicable law, as an offer or solicitation of
an offer to any person of the purchase or sale of any assets or securities in any jurisdiction; the Report and
any materials contained therein shall not be relied upon for any purpose whatsoever, including but not
limited to, for investment or any other decisions.

No portion of this Report may be copied, published, used or duplicated in any form by any means or
redistributed without prior written consent of Verny Capital LLP. In addition, Verny Capital LLP expressly
prohibits the use of any portion of the Report, whether by reference, by incorporation, or otherwise, in any
prospectus, IPO materials, or other filings in any jurisdiction with financial supervisory or other authorities,
or in any public materials on which any investment or any other decisions might be based.


