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FOREWORD

In the Global Economic Prospects report published in January 2020, the World Bank revised its global
economic growth forecast for 2019 down to 2.4 percent. The report emphasized that the growth rate in
emerging economies remained lower than expectation do this revision. In the Global Economic
Outlook report published in January 2020, the International Monetary Fund revised the previous global
economic growth forecasts for 2019 and 2020 down by 0.1 pointsuguidted as?2.9 percent and 3.3
percent, resgctively. It was mentioned that the revision was made due to the negative impact on

economic activity as a result of social unrest in some developing economies.

In its last meeting held in December 2019, the CBRT Monetary Policy Committee (MPC) dregpidyh
interest rate from 14.00 percent to 12.00 percent with a 200 basis point reduction. With this change, the
discounts made in the CBRT policy rate in 2019 reached 12 points in total. The CBRT continued to cut its

interest rates in the first two me@tgs of 2020, reducing its policy rate to 10.75 percent.

In the fourth quarter of 201%the inflation change rate in our country was 10.7 percent in October, 10.2
percent in Novemberand 11.7 percent in December, compared to December of the previous Tear.
sectors with the highest annual price increase at the end of December 2019 were alcoholic beverages and
tobacco with 27.7 percent, restaurants and hotels with 22.1 percent, and health item with 21.9 percent.
The lowest price increase in the relatedripel was experienced in the communication item with 0.4

percent.

In 2019, total budget revenues and expenditures were 7,402.9 million TRY and 7,688.5 million TRY,
respectively, and the 2019 budget gave a deficit of 285.6 million TRY. While budget revenues increased
by 34.5 percent between 2018 and 2019, budget expemd#uncreased by 41 percent. The tax revenues
item, which has the highest share among the budget revenues, increased by 31.1 percent in 2019
compared to the previous year and reached 4,948.2 million TRY. The total of current transfers and
personnel expendires, which have the highest share among the budget expenditures, constituted 6.125

million TRY and 80 percent of the budget expenditures.

Donations, grants and loans extended by Turkey, the most important source of financing to fill the gap
between dometic income and budget expenditures was 487.5 million TRY in 2018, it has increased by
18.8 percent in 2019 compared to the previous year and has reached 579 million TRY. In the last 10 years,
domestic income to budget expenditures ratio has increased fabound 61.3 percent to 88.8 percent

by the end of 2019. This rate was 92 percent in 2018.

According to the data announced by the Department of Trade, while TRNC eixqaltesd 77 million USD

in January November 2019, total imports was 1.3 billion U®@cordingly, total imports and exports in

USD currency decreased by 15 percent compared to the same period of the previous year. During January
- November 2019, exports to imports ratio was 5.9 percent. When selected import items are examined
for the first eleven months of 2019, a decrease by 36.7 percent, 61.9 percent and 32.5 percent in the

commodity groups related to the construction sector such as construction iron, furniture and accessories,



electrical equipment, respectively, compared to the samegakof the previous year. It is thought that

this decrease in imports may affect the 2019 growth negatively.

Total assets of the banking sector increased by 7.8 percent in the fourth quarter of 2019 compared to the
previous quarter and reached 40,804.9lmn TRY. In the relevant period, cash and cash equivalents and
gross loans increased by 9.3 percent and 11.8 percent, respectively, while the securities portfolio
decreased by 4.4 percent and other assets by 13.7 percent. In the last quarter of 20l gt share

in the sector's total assets is gross loans with 55.3 percent, while cash and cash equivalent items became
the secondargest asset item with 32.54 percent. In the same period, 80.47 percent of total liabilities
consisted of deposits and 94ercentof shareholders' equity. In the fourth quarter of 2019, total gross
loans and deposititalled 22,573.4 million TRY and 32,837.3 million TRY, respectively. The secter's non
performing loans (NPL) increased by 21.2 percent compared to the samoel joé the previous year and
reached 1,266.1 million TRY.

The capital adequacy standard ratio (CASR) of the banking sector decreased by 1.45 points in the fourth
quarter of 2019 compared to the previous quarter and reached 17.57 percent. CASR baseH grobas

hasbeen 15.66 percent in public banks, 14.69 percent in private banks and 21.99 percent in branch banks.

The deposits to loan ratio of the banking sector reached 65.80 percent in November 2019, the lowest
conversion rate observed after the ldvaf 64.86 percent in November 2010. As of the end of 2019, this

rate increased to 68.74 percent.

I would like to thank all of our employees who have contributed to the preparation of this bulletin, in
which current main indicators of the selected economignd TRNC economy are included and the
overview of the TRNC banking sector is reflected in detail as of the fourth quarter of 2019, and | hope that

it will be beneficial for those interested in the relevant topics.

Regards,

D
Rifat GcNAY

Governor
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II:  ABBREVIATIONS

EU European Union
USA United States of America
ECB European Central Bank
ATM Automated Teller Machine/Cash Dispenser
IMM Interbank Money Market
BoE Bank of England
Brexit Withdrawal of the United Kingdom from the European Union
SPO State PAnning Organisation
WTO World Trade Organisation
EA 19 Euro Area
EUROSTAT European Statistical Office
ESA European System of Accounts
Fed Central Banking System of the USA
FOMC The Federal Open Market Committee
LON Late Liquidity Window
GNP Gross NationlaProduct
GDP Gross Domestic Product
IMF International Monetary Fund
CGF Credit Guarantee Fund
Bank Central Bank of the Turkish Republic of Northern Cyprus
SME Small and Medium Enterprises
CB Central Bank
SP Securities Puafolio
RR Reserve Requirements
OECD Organisation for Economic @peration and Development
ONS Office for National Statistics
OPEC Organisation of Petroleum Exporting Countries
MTP Medium-Term Program
PMI Purchasing Managers Index
MPC Monetary Policy Comittee
RWA RiskWeighted Assets
oG Official Gazette
CASR Capital Adequacy Standard Ratio
TR Republic of Turkey
CBRT Central Bank of the Republic of Turkey
TL/TRY Turkish Lira
NPL Non-Performing Loans
TURKSTAT Turkish Statistical Institute
CPI Consumer Price Index
IBU International Banking Unit
IEA International Energy Agency
FX Foreign Exchange
NEP New Economic Program
D-PPI Domestic Producer Price Index
$/Dollar/USD US Dollar
€/EUR Euro
MGBP Pound Sterling
[II: DEFINITIONS

Gross Loans: Loans + NBarforming Loans
Cash and Cash Equivalents: Cash Assets + Receivables from the CB + Receivables from the Banks +
Receivables from IMM Transactions
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1 INTERNATIONALDEVELOPMENTS

1.1 OVERVIEWAND CURRENT
DEVELOPMENTS
In the Global Economic Prospects report of January
2020 published by the World Bank, the global economic
growth rate, which was previously estimated as 2.6
percent for 2019, has been revised downwards and
decreased to 2.fercent. The report stated that the
growth rate in emerging economies remained lower
than expectations due to this revision. On the other
hand, it is emphasized that the steps that have been
taken to ease the trade tensions taken recently may
diminish thepolicy uncertainties.

In the World Bank report, it is highlighted that
economic activities in emerging economies will
accelerate in 2020 and 2021, but the recovery is
expected to occur in a small number of emerging
economies.

According to the World Banleport, there is a decline

in the rate of labour productivity in emerging
economies since the global financial crisis. The speed of
developments in education, urbanization and
institutions, which are the catalyst powers of the
increase inabour productivty, has continued to slow
down since the global financial crisis and even came to
a halt. Alsq the expectation that the developments in
these catalyst powers will proceed at a low speed is
prevailing in the coming period.

The report states that a comprehsive approach is
required to revive the growth iabour productivity,
and the steps that can be taken in this direction are to
facilitate investments in human capital, to encourage
resources to be rallocated to more productive sectors,
to help compares increase their capacities and to
realize innovations through the adoption of new
technologies and growth and to support the creation of
a friendly macroeconomic and institutional
environment.

In the World Economic Outlook Update published by
the IMF inJanuary 2020, the forecasts made in the
October 2019 report for the global economic growth
rate were lowered from 3 percent to 2.9 percent for
2019, from 3.4 percent to 3.3 percent for 2020, and
from to 3.6 percent to 3.4 percent for 2021.

It was emphasizd that the uncertainties in trade policy,
geopolitical tensions and specific stresses in major
emerging economiesas well as adverse events in
manufacturing and trade items especially in the second
half of 2019,have been effective in the downward
revisbns to the 2019 global economic activity. In
addition, it was mentioned that natural disasters such
as hurricanes in the Caribbean, drought and forest fires
in Australia, floods in East Africa and drought in South
Africa, and social unrest in some coungrteave hamed
economic activity.

The IMF projects that the growth rate of developed
countries' economies will be balanced by 1.6 percent in
20202021. This projection is 0.1 percent below the
rates stated in the October report. The reason for this
declinehas been the downward revision of the growth
rates of developed economies such as the USA, Euro
area, UK and Hong Kong. Estimates for the growth rates
of emerging economies were reduced by 2 points per
mille and it was stated that these rates would be 4.4
percent in 2020 and 4.6 percent in 2021.

Tablel.1: GDP Forecasts

2018 2019 201 2020 202¢
IMF 3,6 3,9 2,9 3,6 3,3
World Bank 3,0 3,0 2,4 2,8 2,5
OECD 3,5 3,9 2,9 3,5 2,9

Source: OECD, World BankF

1 Initial forecasts of the relevant year
2 Latest forecasts for the relevant year.

In line with the consensus made between the USA and
the People's Republic of China in October 2019, a first
phase trade agreement was signed on January 15, 2020.
While the People's Republic of China announced that it
would increase the amount of imports from the US to
200 billion USD, the YSn turn, announced that it
would halve the high tariffs applied to Chinese products
recently.
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The United Kingdom lefthe European Union on
January 31, 2020. With the completion of Brexit, the
transition process, which will last until the end of 2020,
has started and the UK will remain in the common
market and customs union during this time.
Negotiations will continue tadeach a compromise on
the trade agreement between the UK and the European
Union during the transition process.

1.2 ECONOMIC ANOFINANCIAL
OUTLOOK INSELECTEDCOUNTRIES

1.2.1 GROWTH

The US economy grew by 2.1 percent annually in the
last quarter of 2019. In theelevant quarter, it was
observed that investment expenditures decreased and
the increase in consumption expenditures slowed
down in the USA. Thus, the GDP growth of the US
economy for the year 2019 was 2.3 percent, showing
the lowest growth performance dhe last three years.

According to the chained volume index data published
by the UK Office for National Statistics (ONS), there was
no economic growth in the fourth quarter of 2019
compared to the previous quarter. With this
development, the UK economyeayv by 1.4 percent in
the whole of 2019, when many uncertainties were
experienced during the process of leaving the European
Union.

In the fourth quarter of 2019, the Euro area economy
grew by 1 percent annually and 1 per mille compared
to the previous garter. The Euro area economy grew
1.2 percent in 2019, showing the lowest growth
performance of the last six years.

Turkey's economy grew by 6.0 percent above the
expectations in the last quarter of 2019 compared to
the same period of the previous year ahdsed on the
chained volume index. According to calendar adjusted
data, Turkey's economy has grown by 1.9 percent in the
fourth quarter of 2019, compared to the previous
guarter. The growth rate for the third quarter of 2019
was revised from 0.9 percenptl percent, and the
growth rate for 2019 has been at 0.9 percent, above the
0.5 percent New Economic Program estimate
announced in September. Turkey's economic growth in
2019 has been the weakest performance of the last 10
years.
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When the GDP data ianalysed according to the
expenditure method, it is seen that the effect of
consumption expenditures to the growth has increased
to 4.3 points. Private consumption expenditures
contributed by 3.9 points and public consumption
expenditures by 0.4 points. Irhé fourth quarter of
2019, the stock value change item also made an
important contribution to growth with 6.5 points.

When GDP data areanalysed according to the
production method, all main sectors excluding
construction supported growth in the fourth quar of
2019. In the related quarter, the services sector
contributed to the growth by 4.2 points and the
industry sector by 1.2 points. On the other hand, the
construction sector had a contraction impact on growth
with 0.3 points.

Chart1.1: GDP Growth Rates of Selected Countries
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1.2.2 INFLATION

In the US economy, the monthly CPI rate was 0.4
percent and the annual CPI rate was 1.8 percent in
October 2019. In November and December 2019, CPI
increased by 0.3 percent and 0.2 percent monthly, and
2.1 percent and 2.3 percent annually respectively. The
increase in oil prices in November and December
causedan increase in cost inflation and this has been

effective in the CPI rate hikes.

The UK's fourth quarter annual CPI rates announced by
ONS were 1.5 percent in October and November, and
1.4 percent in December. In the UK, the biggest

contribution to the annual CPI rate in December came

from housing, water, electricity, gas and other &1€0On

the other hand, the main items thagvelledthe annual

CPI down were accommodation services and clothing.
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According to the EUROSTAT data, the harmonized CPI

in the Euro area increased annually by 0.7 percent, 1.0
percent and 1.3 percent in OctoheNovember and
December, respectively. When the CPI rates are
analysed compared to the previous month, it is
observed that October was 0.1 percent, November was
-0.3 percent and December was 0.3 percent.

According to data released by Turkey Statistical
Institute (TSI), in October and November 2019, the

annual CPIl increased by 8.55 percent and 10.56 percent,

respectively. On the other hand, the annuaPPI had
fallen to the lowest level of the last decaddgth 1.7
percent in October 2019, afterward it increased by 4.26
percent in November. In December 2019, the annual
CPI increase was 11.84 percent @hd domestic PPI
rate was 7.36 percent.

The main spending group that made the highest
contribution to Deember inflation on a monthly basis
was the food group with an increase of 66 basis points
and 2.9 percent. It is seen that the main expenditure
group making the seconldighest contribution is the
transportation group with a contribution of 9 basis
points. Clothing and shoes group, on the other hand,
lowered monthly inflation by 13 basis points. Food,
transportation, clothing and shoes were the main
contributors to annual CPI inflation.

Chart1.2: Inflation Raes of Selected Countries
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1.2.3 POLICYINTERESTRATES
The Fed did not change its policy rate at the last Federal
Open Market Meeting (FOMC) of the year held in
December 2019, keeping it at the 1.5Q.75 percent
band. Thus, the Fed made a[2&sis point interest rate
cut three times in 2019, in July, September and October.
Chair of the Fed Jerome Powell said in a statement after
the October meeting that future interest rate cuts are
unlikely unless the economic activity in the USA
deteriorates.

As in its last two meetings held in November and
December 2019, the Bank of England (BoE) kept the
policy rate constant at 0.75 percent at the first
monetary policy meeting of the year held in January
2020. Also, it announced that the bonrbuying
program will not be changed and continue to be 435
billion GBP per month.

At the monetary policy meeting of December 2019, to
which Christine Lagarde first participated as the
President of the European Central Batfhie ECB did not
make any changes to its policy rate. The fact that the
statement published after the meeting was the same as
the previous one was interpreted as that the new
president will continue to pursue the current policy.

Chart1.3: CB Policy Interest Rates of Selected Developed
Countries
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At its meeting held on December 12, 2019, CBRT
Monetary Policy Committee (MPC) reduced the policy
interest rate by 200 basis points frob4.00 percent to
12.00 percent. Thus, the interest rate cuts started in
July 2019 has become a total of 1,200 basis points. The
statement released after the meeting mentioned that
there was an overall improvement in inflation
expectation and highlightedhtat the risks regarding the
disinflation path projected for 2020 are in balance.

With the interest cuts made in the first two meetings of
2020, the CBRT reduced the policy rate, the-amek
repo auction rate, from 12 percent to 10.75 percent.

Chart1.4: CBRT Weighted Average Funding Cost
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1.2.4 EXCHANGERATES
In the fourth quarter of 2019, the Turkish lira continued
to experience a limited depreciation against the euro,
pound sterling and US dollar, compared to the same
period of the previous year. In the fourth quarter of
2018, while the average exchange rates for GBP/TRY,
EUR/TRY, and USD/TRY were 7.09, 6.30 and 5.52,
respectively, the averages for the same period of 2019
hawe been 7.43, 6.40 and 5.79. When the two periods
are compared, it is seen that the Turkish lira
depreciated by 1.59 percent against the pound sterling,
4.80 percent against the euro, and 4.89 percent against
the US dollar.

Chart1.5: Currency Exchange Rates (January 2, 2013 =100)
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2 EMPLOYMENTANDPRICES

2.1 EMPLOYMENT

According to the unemployment data prepared by the
TRNC Labour Officethe number of registered
unemployed people, which was 1,013 by the end of the
third quarter of 2019, decreased to 694 as of the end of
November 209. When the unemployment rate is
analysed by gender composition, it is seen that about
64 percent of the active registered unemployed people
are composed of women and 36 percent of them are
men.
Chart 2.1: Registered Active Unemployment Periodic
Distribution
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While the number of job seekers by the end of the third
qguarter of 2019 was 784, the number of new job
seeking applicants has been 562 as of the end of
October and November. kén 652 people who were
employed and unregistered by the end of the relevant
period are taken into consideration, the number of
jobseekers has been 694.

Table 2.1: Registered Active Unemployment Overview
(Number of persons)

201€ 201¢ 201¢ 201¢ 201¢
Q4 Q1 Qz Q2 Q4*
Jobgeekersk_)ytheendofthe 751 58¢ 81¢ 912 784
previous period
Applicants applying for —~ — gc g97 107, 941 562
employment during the period
Persons employed 11 78 19C 203 122
during the period
Persons unregistered 728 58¢ 788 867 52¢
during the period
Jobseekers by the end of the 58¢ 81¢ 912 784 694

period
Source: Labour Office

When the active vacancy listings are examined, it is
seen that 1.607 vacancies were transferred to October
as ofthe third quarter of 2019 and 306 new vacancies

were opened in October and November. As of the end
of November 2019, 1.681 vacancies were transferred to
the next period as a result of 123 filled and 109

cancelled vacancies.

Table2.2: Overview of Active Vacancy Listings (Number of
persons)

201¢€ 201¢ 201¢ 201¢ 201¢
Q4 Q1 Q2 Q3 Q4
Vacancies transferred from ) o, 7511 09¢1.501 1.607
the previous period
Vaganmesrecelveddurlngtl 231 687 964 396  30€
period
Vaganmesﬂlleddunngthe 115 78 19C 202 122
period
Vacanqlescancelled during 101¢ 24C 362 87  10C
the period
Vacanmt_astransferredtothe 7211.09C1.5011.607 1.681
next period

Source: Labour Office

Chart2.2: Applications- Vacancies Employments
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*Based on the data available in October and
November 2019.
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2.2 INFLATION

Analysing the changes in CPl and TRY/EUR annual towards its former state as of October 2019. Having
changes since March 2013, it is observed that both  occurredafter the sudden depreciation of the Turkish
values are in parallel with each other in the related Lira, this change also shows that the p#s®ugh of

period. However, even though thgap between the the depreciation of the Turkish Lira against foreign
two indicators started to grow compared to the currencies to the general level of consumer prices is
previous period after the sudden depreciation of the high.

Turkish Lira in August 2018, it signalled a change

Chart2.3: TRNC Consumer Pri¢edex ¢ TRY/EUR Annual Change
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Source: SPO, TRNC Statistical Institute

When the inflation ratesconcerningthe previous November and December 2018 reachedl42, -0.47

month are compared to the same periods of 2018, the and 1.33 percent in the same months of 2019,

rates of 1.58,-1.60 and-1.49 percent in October, respectively.

Chart 2.4: Inflation Rates Compared to the Previous Month
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The anual inflation rate, which was 38.13 percent in
October, 34.16 percent in November and 29.96 percent

in December 2018, has become 7.31 percent in October,

8.55 percent in November and 11.66 percent in
December 2019.

Chart 2.5: Inflation Rate Compared to the Same Month of
the Previous Year
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In the fourth quarter of 2019, the rate of change has
become 10.71 percent in October, 10.71 percent in
November and 11.66 perceimt December, compared
to December 2018.

Chart2.7: 12-Month Cumulative Sectorial Inflation Rates

Chart 2.6: Cumulative Inflation
December of the Previous Year
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Sectors with the highest price increase at thied of
December 2019 are alcoholic beverages and tobacco by
27.65 percent, restaurants and hotels by 22.05 percent
and, health by 21.94 percent. As of the end of
December 2019, the lowest price decrease has been
the communication item by 0.43 percent.
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Change rates in the Consumer Price Index for the years 2017, 2018 and 2019 are presented in Table 2.3, monthly,
annually and in comparison with the end of the previous year.

Table2.3: Consumer Prices IndefAnnual % Change, 2015=100)

Compared to the End of the Compared to the

Months Monthly Previous Year Same Eeriod of the
Previous Year

January 2.56 2.56 11,64
February 1,40 4,00 13,85
March 0,59 4,61 15,05
April 1,85 6,54 16,29
May 0,39 6,95 15,94
o June 0,68 7,68 15,02
July 1,50 9,29 15,95
August 0,42 9,75 15,63
September 0,51 10,31 15,37
October 0,92 11,32 16,05
November 1,31 12,78 16,19
December 1,69 14,68 14,68
January -0,22 -0,22 11,57
February 1,61 1,39 11,80
March 0,87 2,26 12,11
April 2,75 5,07 13,10
May 3,65 8,91 16,78
June 2,94 12,11 19,41
2018 July 2,26 14,64 20,30
August 8,42 24,29 29,88
September 6,20 31,99 37,23
October 1,58 34,08 38,13
November -1,60 31,93 34,16
December -1,49 29,96 29,96
January 0,53 0,53 30,94
February -0,15 0,37 28,67
March 1,33 1,71 29,26
April 3,95 5,72 30,77
May 0,47 6,22 26,75
2019 June 1,27 7,57 24,69
July 1,07 8,72 23,24
August 0,38 9,12 14,10
September 1,88 11,18 9,47
October -0,42 10,71 7,31
November -0,47 10,20 8,55
December 1,33 11,66 11,66

Source: SPO
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3 FOREIGNTRADEAND TOURISM

(December 2019 exports and imports data prepared by the TRNC Department of Trade could not be obtained. Therefore, the
data for the relevant period has not been updated.)

3.1 DEVELOPMENTS INEXPORTS AND
IMPORTS
According to the export and import data announced by
the Department of Trade, total exports of the TRNC
increased by 13.7 percent in October 2019, compared
to the same period of the previous year, while this total
decreased b¥ per mille in November 2019. Examining
the total figures of TRNC in Januafovember 2018

Table3.1: Exports and Imports
Exports (US Dollar)

and 2019, total exports in the relevant period of 2018
was 91 million USD, while it has become 77 million USD
in the same period of 2019. In October and November
2019, imports decreased by 8.8 and 19.4 percent
respectively, compared to the same periods of the
previous year. Analysing the import totals in January
November 2019, it is seen that this total decreased to
1.3 billion USD from 1.3 billion USD, compatedhe
same period of the previous year.

Imports (US Dollar)

2018 2019 Percentage Change 2018 2019 Percentage Change

January 10.005.511 6.449.109 35,5 140.243.668 123.827.461 11,7
February 14.786.580 10.992.833 25,7 133.232.746 111.868.969 -16,0
March 12.136.186 11.551.179 4,8 157.426.888 117.065.385 -25,6
Quarter | 36.928.277 28.993.121 215 430.903.302 352.761.815 18,1
April 11.138.772 11.623.131 43 161.867.887 127.574.284 21,2
May 9.388.843 8.479.251 97 163.653.077 124.605.290 23,9
June 6.285.919 3.554.821 43,4 129.217.286 88.349.340 31,6
Quarter Il 26.813.534 23.657.203 11,8 454.738.250 340.528.914 25,1
July 7.259.446 5.160.900 -28,9 144.922.049 135.341.494 6,6
August 5.461.530 5.234.251 42 103.706.085 99.991.763 36
September 5.405.404 4.160.402 -230 109.084.319 125.531.659 15,1
Quarter Ili 18.126.380 14.556.553 -19,7 357.712.453 360.864.916 0.9
October 4.830.251 5.490.731 137 130.357.355 118.923.222 88
November 4.450.560 4.428.876 05 138.251.198 111.413.952 -19,4
December

Quarter IV 9.280.811 9.919.607 6.9 268.608.553 230.337.174 14,2
vear Total 91.149.002 77.125.484 -15,4 1.511.962.558 1.284.492.819 -15,0

(January- November)
Source: Department of Trade
Note: 1) Exports to Souther@yprusare not included.

The fuelitem, which had the largest share in total

imports in JanuaWNovember 2019, decreased by 3.8

percent in USD terms compared to the same period of
2018, but its share in the total increased from 10.7
percent to 12.1 percent. The vehicles item, which had
the seconéehighest share, also decreased by 4 percent
in USD terms compared to the same period of the
previous year, but its share in the total increased from

Chart3.2: Main Import Goods (US dollar)

Grand Total
Type of Goods 2018* in the Grand
Total
Fuel 161.243.793 10,7
Vehicles 102.405.162 6,8
Construction Iron 58.754.035 3,9
Furniture and Accessories 32.630.109 2,2
Industrial Machinery 29.001.889 1,9
Telephone Handset 25.423.047 1,7
Mobile Phones 24.325.853 1,6
Electrical Materials 19.675.681 1,3
Grand Total 1.511.962.558 30,0

Source: Department of Trade
* January- November data.

2Yhe mport and export figures for 2019 are temporary.

6.8 percent to 7.7 percent. Total construction iron item

import, which had the thirehighest sharedecreased

by 36.7 percent in USD terms compared to the same
period of the previous year, and its share in the total

decreased from 3.9 percent to 2.9 percent. The share
of eight selected import items within the total has been

30 percent in 2018 and 28.&ent in 2019.

2019* in tﬁ;ag?aﬁ?jt?otal Percentage Change
155.047.533 12,1 -3,8
98.288.077 7,7 -4,0
37.182.733 2,9 -36,7
12.442.467 1,0 -61,9
20.611.538 1,6 -28,9
16.545.894 1,3 -34,9
15.669.402 1,2 -35,6
13.286.354 1,0 -32,5

1.284.492.817 28,7 -15,0

Bulletin - 2019/ IV



FOREIGNRADRANDTOURISMDEVELOPMENTSEXPORTS ANIMPORTS

When exports and imports of the TRNC for 10 years
between the periodf November 2009 and November

2019 are analysed, it is observed that export volume
increased in the first half of each year and dropped in
the second half of each year. On the other hand, the
annual moving average of total exports displayed a
steady upward rtend in the period between 2010 and

Chart3.1: Imports and Exports

CENTRAL BANK OF THE TRNC

2014, then it started to decrease and displayed a steady
downward trend in the period after May 2015.
Analysing the imports, the lowest level since February
2009 has been recorded as 88 iill USD in June 2019.
Looking at the annual moving average of imports, it
tended to increase in the period after September 2016,
but it is observed that after October 2018, it tended to
decrease again.
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Source: Department of Trade

Due to the low imports to exports ratio, the increase in
the foreign trade of the TRNC implies an increase in the
foreign trade deficit and indicates the external
dependency of the country's economy. In November
2019, trade volume has decreased from 14hiflion
USD to 115.8 million USD compared to the same period
of the previous year, whilthe foreign trade deficit has
become 133.8 million USD and 106.9 million USD,
respectively.

While the average exports to imports ratio hbden 5
percent between 2006 and 2010, it reached 7.3 percent
in the 2011- 2014 period. In 2015 and 2017, this rate
was 7.1 percent and the average figure for 2018 was 5.5
percent. Looking at 2019, it is seen that the average of
January November periochas been 5.9 percent.

Chart3.2: Foreign Trade Volume (exports + imports), Balance (expaorimports)

200

0 WWA‘WNQWW"WWQAPVWWVM“‘GW
100 v

al
o

Million dollar

5 &
o O O

-200

-150 ™ v V i : i :;'A'] : ; a.{ ,\‘;‘ ;

Nov-09

e Trade Volume

=== Trade Balance

Source: Department of Trade

Bulletin - 2019 / IV -10-



FOREIGNRADEANDTOURISMDEVELOPMENTSEXPORTS ANIMPORTS CENTRAL BANK OF THE TRN

In 2018, the share of EU countries, other European  Compared tothe same period of 2018, exports to
countries, Middle East and Arab countries, and other  Turkey, other EU countries and the Middle East and
countries groups in total exports increased compared  Arab Countries increased, while exports to EU
to the previous year, while the share of Turkey Countries and other countries decreased in Janugary
decreased. November 2019.

Table3.3: TRNC Exports by Country Groups (percentage share)
Middle Eastern and

Years Turkey EU Other EU Countries . Other Countries
Arab Countries
2006 47,6 15,0 15,1 17,8 45
2007 58,4 15,8 8,8 11,6 54
2008 49,9 20,5 5,9 17,0 6,7
2009 54,2 18,5 1,7 19,5 6,1
2010 46,4 12,2 3,6 32,3 55
2011 53,3 8,3 1,3 32,0 51
2012 51,0 7,7 1,0 35,7 4,6
2013 52,2 7,6 2,3 31,9 6,0
2014 60,1 3,7 0,6 31,1 45
2015 56,1 52 3,2 30,2 53
2016 62,5 10,2 0,9 22,7 3,7
2017 60,4 7,9 1,6 21,1 9,0
2018 51,7 10,3 2,5 25,9 9,6

2019 (January
November)
Source: Department of Trade

52,8 2,4 2,8 36,7 53

The share of Turkey, which has the largest share in total Referring to the figures for JanuagyNovember 2019,
imports of TRNC, was 58.8 percent by the end of 2018. the share of imports from Turkey has been 62.2 percent
Compared to the figures for 2017, imports from Turkey, and the share of imports from EU countries has been
other European countries, Middle Eastern and Arab 15.2 percent.Compared to the same period of 2018,

countries and other countries increasedhile imports imports from Turkey, Middle Eastern and Arab
from EU countries and Far Eastern Countries decreased countries and Far Eastern countries increased, while
in 2018. imports from EU countries, other countries and other

EU countries decreased.

Table3.4: TRNC Imports by Country Groups (percentage share)
Middle Eastern

Years Turkey EU Far Eas_tern Other I.EU and Arab OtheT
Countries Countries . Countries
Countries

2006 68,8 18,0 6,0 1,2 4.8 1,2
2007 67,9 16,1 7,3 2,6 4,3 1,8
2008 69,8 14,0 6,5 4.7 3,4 1,6
2009 69,6 15,5 6,6 2,3 4,0 2,0
2010 70,9 15,6 5,7 1,9 4,3 1,6
2011 68,6 16,8 49 2,5 52 2,0
2012 72,4 14,5 4,8 1,7 4.8 1,8
2013 66,7 15,8 6,6 3,8 5,4 1,7
2014 64,7 15,5 8,1 4,6 4.9 2,2
2015 64,5 18,1 7,7 3,0 4.7 2,0
2016 60,4 20,9 8,7 3,3 4,5 2,2
2017 58,6 21,7 8,4 3,4 4,9 2,7
2018 58,8 19,6 8,2 4,9 5,5 2,8

2019 (January 62,2 15,2 9,6 3,8 6,6 2,6

November)
Source: Department of Trade
-11-
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3.2 TOURISM

The total number of arriving passengers, which was  third countries decreased by 9.5 percent, compared to
419,928 in the fourth quarter of 2018, increased by 8.3  the same period of the previous year. Looking at the
percent and became 454,951 in the same period of  total of 2019, it is observed thhahe number of Turkish
2019. In the fourth quarter of 2019, theumber of Citizen passengers arrivilgTRNC decreased by 1 per
Turkish Citizen passengers arrivingTRNC increased mille and the total arriving passengers decreased by 5
by 13.7 percent, while the number of passengers from per mille compared to the total of 2018.

Table3.5: Number of Passengers Arriving TRNC by Air and Sea

Turkish Citizen Third Country Citizen Total
Period 2018 2019 Percentag 2018 2019 Percentag 2018 2019 Percentag
e Change e Change e Change
January 97.305 82.519 -15,2 21.783 23.111 6,1 119.088  105.630 -11,3
February 108.195 96.692 -10,6 33.105 31.336 -5,3 141.300 128.028 9,4
March 108.825 95.869 -11,9 36.534 35.218 -3,6 145.359  131.087 9,8
Quarter | 314.325 275.080 -12,4 91.422 89.665 -1,9 405.747 364.745 -10,1
April 121.905  113.446 -6,9 33.919 33.322 -1,8 155.824  146.768 -5,8
May 113.104 97.306 -14,0 31.320 32.538 3.9 144.424  129.844 -10,1
June 110.425  118.512 7,3 29.852 31.539 5,7 140.277  150.051 7,0
Quarter Il 345.434  329.264 -4,6 95.091 97.399 2,4 440.525  426.663 -3,1
July 119.565  117.512 -1,7 35.983 34.735 -3,5 155.548  152.247 2,1
August 111.635  122.807 10,0 35.512 36.443 2,6 147.147  159.250 8,2
September 146.028  147.043 0,7 44.702 45.080 0,8 190.730  192.123 0,7
Quarter Il1 377.228  387.362 2,7 116.197  116.258 0,1 493.425  503.620 2,1
October 115.111  134.597 16,9 41.235 42.530 3.1 156.346  177.127 13,3
November 104.610  121.143 15,8 33.436 27.265 -18,5 138.046  148.408 7,5
December 102.712  111.019 8,1 22.824 18.397 -19,4 125,536  129.416 3,1
Quarter IV 322.433  366.759 13,7 97.495 88.192 9,5 419.928  454.951 8,3
Total 1.359.420 1.358.465 -0,1 400.205  391.514 2,2 1.759.625 1.749.979 -0,5

Source: Tourism Planning Department
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When the number of arriving passengers in 2019 is
compared to the previous year and tlaerage of the
last five years, it is observed that this figure is below the
average of 2018 until June. However, it has been
progressing above the average of 2018 and the last 5
years as of June.

Chart3.3: Number of Arriving Passengers in 2019 Compared
to 2018 and Average of the Last 5 Years

It is seen that the bed capacity thfe sector, which was
25,241 in the fourth quarter of 2018, has reached
25,570 at the end of 2019

Chart3.5: Total Number of Hotel Beds

26.000

Hotel Beds

November
December

pen
o}
o
£
[}
]
=%
©
o

m2018 m2019

200.000,00
180.000,00
160.000,00
140.000,00
120.000,00
100.000,00
80.000,00

60.000,00 T — T — T — —

> —_ — — — — —

S 6= 3¢2%323558%

2 58<=2~""° 2 € 2o &€ E

S 5 = Z & © o 9

R 2 O 23 §©

L Q
%) z Qo
esmmss 5-Year Average e 2018 2019

Source: Tourism Planning Department

When the occupancy rates of the touristic facilities in
our country in the years 2018 and 2019 are examined,
it is observed that the occupancy rate of fonqarter
2018 was 45.1, while it has increased to 49.5 in the
same period of 2019. The occupancy rate, which was
50.8 percent in 2018, decreased to 50.2 percent in 2019.
In 2019, the lowest occupancy rate wasPPercent in
January, and the highest occupancy rate was 75.6
percent in August.

Chart3.4: Hotel Bed Occupancy Rates by Months (%)
o
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= 2018 m 2019

Source: Tourism Planning Department
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When border gate entries into the TRNC during the
period January December 2018 are examined, it is
observed that the entries from Southern Cyprus started
to increase as of the second quarter of 2018.
Comparing the fourth quarter data of 2018 and 2019, i

is seen that the total entries increased in 2019 and
especially the increase in the entries from Southern
Cyprus had a share of 55.32 percent in the total.
Analysing the years 2018 and 2019 in general, it is seen
that the entries of Southern Cyprus natals increased

CENTRAL BANK OF THE TRNC

by 46.1 percent and the entries of other country
citizens increased by 19 percent. When the relevant
years are compared, the total entries were 3.427.937
and 4.531.644, respectively. The total entries, which
increased from the first month f02019 to August,
started to decline and has reached 346,711 at the end
of December. The lowest total entry figure of the year
was in February with 252,622, and the highest total
entry was in August with 493,624.

Table3.6: Border Gate Entries to TRNC by Nationalities and Months

Nationality Southern Cyprus Other Countries Total
2018 2019 2018 2019 2018 2019

January 93.241 152.451 82.017 112.207 175.258 264.658
February 83.267 139.516 88.643 113.106 171.910 252.622
March 97.704 182.463 120.484 149.119 218.188 331.582
April 106.602 203.143 137.044 184.496 243.646 387.639
May 110.945 208.708 151.169 191.193 262.114 399.901
June 123.941 228.747 151.981 195.225 275.922 423.972
July 133.585 224.977 162.629 212.027 296.214 437.004
August 180.729 261.727 191.970 231.897 372.699 493.624
September 186.477 212.741 192.924 205.454 379.401 418.195
October 183.490 205.057 195.681 207.930 379.171 412.987
November 178.571 202.907 156.019 159.842 334.590 362.749
December 188.539 212.944 130.285 133.767 318.824 346.711
Total 1.667.091 2.435.381 1.760.846 2.096.263 3.427.937 4.531.644

Source: Tourism Planning Department

The total number ofpeople staying at the tourist

accommodation facilities in the TRNC was 1,143,206
and 1,160,680 in 2018 and 2019, respectively. It is
observed that the total bednights were 4.291.944 and
4.456.543 in the same periods, respectively. The

average length of stg which is obtained by dividing the
total overnights by the number of tourist
accommodationwas calculated as 3 nights for Turkish
citizens and 6 nights for citizens of other countries. It is
seen that these figures were at the same level in 2019.

Table3.7: Number of TouristAccommodationsand Bednights by Nationalities

Number of TouristAccommodations Number of Bednights
2018 2019 Percentage 2018 2019 Percentage
Change Change
TC 776.428 773.936 -0,3 2.358.310 2.339.638 -0,8
Other 317.434 336.184 59 1.826.486 2.003.944 9,7
KKTC 49.344 50.560 2,5 107.148 112.961 54
Total 1.143.206 1.160.680 1,5 4.291.944 4.456.543 3,8
Source: Tourism Planning Department
-14-
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4 BUDGETARYDEVELOPMENTS

4.1 FOURTHQUARTER2019 RESULTS
In the fourth quarter of the fiscal year 2019, TRNC total
budget revenues increased by 25.5 percent and total
expenditures increased by 47.5 percent, compared to
the same period of the previous year. Following these
changes, budget revenues and budget expenditures
have been 2,113.2 and 2,660.7 million TRY respectively,
in the fourth quarter of 2019. In the fourtuarter of
2018, public finance, which gave a deficit of 120.3
million TRY, has given a deficit of 547.5 million TRY in
the same period of 2019.

Table4.1: Budget Balance (Million TRY)

2018 2019

* October " October

= = (0]
S Decembel 5 Decembel =2
3 3 g
> ? > ? S
g e g e

< @ < @

Budget

5.502,4 1.683,7 7.402,9 2.113,2 255
Revenues

Budget

. 5.452,3 1.804,0 7.688,5 2.660,7 47,5
Expenditures

Budget Balanct 50,1 -120,3 -285,6 -547,5 355,1

Source: Ministry of Finance

30.6 percent of the total budget revenues of 5,502.4
million TRY obtained in 2018 were collected in the
fourth quarter. In the same period of 2019, 28.5
percent of the total budget revenues have been
collected. In 2019, 34.6 percent of 7,688.5 million TRY,
estimated to be used in the execution of services and
activities have been used within the fourth quarter.
This rate was 33.1 percent in the same period of the
previous year.

-15-

Chart4.1: Budget Results (Million TRY)
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4.2 REVENUES
As of the fourth quarter ofhe fiscal year 2019, budget
revenues increased by 429.5 million TRY compared to
the same period of the previous year aachounted to
2,113.2 million TRY. Tax revenues item with the largest
share in budget revenues kaotalled 1,465.8 million
TRY in the fourth quarter of 2019. Total tax revenues
were 1,123.7 million TRY in the same period of 2018.
Nontax revenues item, hich had the secontlighest
share in budget revenues, increased by 10.8 percent
compared to the same period of the previous year and
reached 327,3 million TRY in the fourth quarter of 2019.
Donations, grants and loans item and other revenues
item amounted to 152.3 and 167.8 million TRY,
respectively, in the fourth quarter of 2019.

Table4.2: Budget Revenues (Million TRY)

2018 2019 %

October October Chaon e

December December 9
Tax Revenues 1.123,7 1.465,8 30,4
Non-Tax Revenues 295,3 327,3 10,8
Donations, Grants 224.3 1523 321
and Loans
Other Revenues 40,4 167,8 315,3
Total 1.683,7 2.113,2 25,5

Source: Ministry of Finance
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While the share of donations, grants and loans in total
budget revenues was 13.3 percent in the fourth quarter
of 2018, it has been 7.2 percent in the same period of
2019. In the same periods, while the share of tax
revenues item was 66.7 percent, it haxreased to
69.4 percent, while the share of ndax revenues was
17.5 percent and it has fallen to 15.5 percent. The
share of other revenues item increased from 2.4
percent to 7.9 percent.

Chart4.2: Budget Revenues Distribution (Million TRY)
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4.3 EXPENDITURES

As of the fourth quarter of 2019, total budget
expenditures increased by 47.5 percent compared to
the same period of the previous year and reached from
1,804 million TRMo 2,660.7 milion TRY. In the
mentioned periods, current transfers, goods and
service purchase and personnel expenditures items
increased by 36.1, 148.7 and 57.3 percent, respectively.

Current transfers item of the TRNC budget reached
1,067.3 million RY in the fourth quarter of 2019. In this
period, personnel expenditures item, which increased
by 57.3 percent compared to the same period of the
previous year, reached 933.7 million TRY. Capital
expenditures and transfers item decreased by 36.1
percent during the same periods and amounted to
136.8 million TRY in the fourth quarter of 2019.

Bulletin - 2019/ IV
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Table4.3: Budget Expenditures (Million TRY)

2018 2019 o
October October Chaon e
December December 9
Current Transfers 784,2 1.067,3 36,1
Personnel Expenditures 593,6 933,7 57,3
Capital Expenditures 2141 1368 36,1
and Transfers
Goods and Serwc_e 1809 449.9 148,7
Purchase Expenditures
Other Expenditures 31,2 73,0 134,0
Total 1.804,0 2.660,7 47,5

Source: Ministry of Finance

The share of personnel expenditures item in total
expenditures was 32.9 percent in the fourth quarter of
2018, while it has become 35.1 percent in the fourth
quarter of 2019. The share of the current transfers
constituting 43.5 percent of the total budget
expenditures in the fourth quarter of 2018, has
increased to 40.1 percent in the fourth quarter of 2019.
The share of personnel expenditures and current
transfers in budget expenditures was 76.4 percent in
the fourth quarter ¢ 2018 and it has become 75.2
percent in the same period of 2019.

Chart4.3: Budget Expenditures Distribution (Million TRY)
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Note: Other expenditures item includes capital
expendiures and transfers, and goods and services
purchase expenditures.
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4.4 BUDGETIMPLEMENTATIONRESULTS

In 2019, total budget expenditures and revenues have
been 7.688.5 million TRY and 7.402.9 millidRY,
respectively. While budget revenues increased by 34.5
percent between 2018 and 2019, the increase in budget
expenditures was 41 percent. The tax revenues item,
which has the highest share in the budget revenues,
increased by 31.1 percent in 2019 comgé to 2018
and reached 4,948.2 million TRY. Nar revenues
item, which has the seconkighest share in budget
revenues, increased by 43.5 percent in 2019 compared
to the previous year and reached 1,589.6 million TRY.

While the total donations, grants and loans item was
487.5 million TRY in 2018, it has increased by 18.8
percent in 2019 and amounted to 579 million TRY,

Table4.4: Budgetimplementation Results (Million TRY)
2018 Results

Tax Revenues 3.775,4
§ NonTax Revenues 1.107,5
§ Donations, Grants and Loans 487,5
2 Other Revenues 132,0

Grand Total 5.502,4

Current Transfers 2.577,3

Personnel Expenditures 1.995,0
@ Capital Expenditures and Transfers 339,5
% (é)(()rc)):sditu;aer;d Service  Purcha: 4213
15. Other Expenditures 119,2
u Grand Total 5.452,3

Revenues Expenditures 50,1

Source: Ministry of Finance
-17-
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compared to the previous year. Other revenues item
increased by 116.7 percent to 286.1 million TR
2018 b 2019. Current transfers item, which had the
highest share in budget expenditures during 2018,
increased by 29.8 percent and reached 3,344.8 million
TRY in 2018, compared to the previous y@arsonnel
expenditurestem, which had the secontighest shage

in budget expenditures, increased by 39.4 percent and
reached 2,780.2 million TRY. At the end of 2019, goods
and services expenditures item increased by 168.2
percent compared to 2018 and reached 1,130.1 million
TRY. When the total revenues and expemdis are
analysed the budget balance, which gave a surplus of
50.1 million TRY in 2018, has had a deficit of 285.6
million TRY at the end of 2019.

2019 Results 2018¢ 2019 Change (%)

4.948,2 31,06
1.589,6 43,53
579,0 18,77
286,1 116,74
7.402,9 34,54
3.344,8 29,78
2.780,2 39,36
242,3 -28,63
1.130,1 168,24
191,1 60,32
7.688,5 41,01
-285,6
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4.5 FINANCINGBALANCE

Financing balance, which is equal to tipep between

the total revenues figure (obtained by subtracting the
loans extended by Turkey and domestic borrowing
items from the budget revenues) and budget
expenditures, decreased in the fourth quarter of 2019
compared to the same period of 2018 and gawkefcit

of 547.5 million TRY. Total loans extended by Turkey,
used as a source of funding to meet the budget deficit
was 31.2 million TRY in the fourth quarter of 2018,
however, it wasn't used in this period.

In the fourth quarter of 2019, tax revenueigem
increased by 342.1 million TRY and #ax revenues
item by 32 million TRY, compared to the same period of
2018. Accordingly, domestic income item increased by
34.4 percent and reached 1,960.9 million TRY.

Table4.5: Financing Balance (Million TRY)

2018 2019

October- October-

December December
Budget Revenues 1.652.,5 2.113,2
1. Domestic Income 1.459,4 1.960,9
Tax Revenues 1.123,7 1.465,8
Non-Tax Revenues 295,3 327,3
Other Revenues 40,4 167,8
2. Foreign Aids 193,1 152,3
Grants Extended by Turke 193,1 152,3
Budget Expenditures 1.804,0 2.660,7
Personnel Expenditures 593,6 933,7
Current Transfers 784,2 1.067,3
Capital Expenditures 2141 136,8
Other Expenditures 212,1 522,9
FinancingBalance -151,5 -547,5
Financing 31,2 0,0
Loans Extended by Turke 31,2 0,0
Domestic Borrowing 0,0 0,0

Source: Ministry of Finance
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According to the budget figures for the fourth quarter

of 2019, the domestic income to budget expenditures
ratio hasbeen 73.7 percent. The same ratio was 80.9
percent in the fourth quarter of 2018.

Chart4.4: Domestic Income to Budget Expenditures Ratio
by Quarters
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It isobserved that the domestic income (calculated by
subtracting the grants and loans extended by Turkey
from the budget revenues) to budget expenditures
ratio reached 88.8 percent from around 60 percent in
the last 10 years. This has become 92 percent in the
2018 budget. In the last 10 years, the ratio of the grants
and loans extended by Turkey to the budget
expenditures, which is the most important resource for
financing the gap between the domestic income and
the budget expenditures, decreased from 36 perc®

7.5 percent. This ratio was 8.9 percent in 2018. Though
a positive outlook has emerged over the last 10 years in
the sense of covering the budget expenditures by using
our domestic income, revenues are still unable to cover
all of the budget expentlires and the budget deficit
problem continues to arise.

Chart4.5: Domestic Income to Budget Expenditures Ratio
by Years
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Analysing the ratio of the grants and loans extended by
Turkey to our country's GDP, which is an important
resource for meeting the budget deficit, it is observed
that there has been a decline over the years. Analysing
the ratio of the grants and loans extded by Turkey to
our country's GDP, which is an important resource for
meeting the budget deficit, it is observed that there has
been a decline over the years. The ratio of the grants
and loans extended by Turkey to our country's GDP,
which was 17.3 peent in 2009, became 2.7 percent as
of the end of 2018. As a result of the calculation made
using the 2019 GDP forecast data, this rate is expected
to become 2.4 percent. The ratio of the grants and
loans extended by Turkey to our country's GDP, which
was I7.3 percent in 2009, became 2.7 percent as of the
end of 2018. As a result of the calculation made using
the 2019 GDP forecast data, this rate is expected to
become 2.4 percent.

Chart4.6: Grants and Loan&xtended by Turkey/TRNC GDP
Ratio
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Grants and Loans Extended by Turkey to GDP Ratio|%

Source: Ministry of Finance, TRNC Statistical
Institute
*GDP forecast figures were used for 2019.
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CENTRAL BANK OF THE TRN

5 MONETARYANDFINANCIALDEVELOPMENTS

5.1 OVERVIEW OF THEBBANKINGSECTOR

5.1.1 FINANCIALDEEPENING
Financial deepening figures for the fourth quarter of
2019 increased compared to the previous quarter.
Total gross loans to GDP ratio increased from 82.3 to
91.9 percent, total assets to GDP ratio from 154.2 to
166.2 percent and total deposits to GDP oafrom
123.1 to 133.7 percent.

Chart5.1: Financial Deepening (%)
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Source: Central Bank of the TRNC, SPO
Note: (1) 2019 GDP forecast figures by SPO.

5.1.2 PERFORMANCHERATIOS OF THE
BANKINGSECTOR

In the sector, the share of cash and cash equivalents in
total assets has increased to 32.54 percent in the fourth

quarter of 2019. This rate was 30.14 percent in the

same period of the previous year.

The share of NPL in gross loans decreased from 5.64 to
5.61 percent at the end of December 2019, compared
to the previous quarter.

Gros loans to deposits ratio decreased by 1.91
percentage points to 68.74 percent in the fourth
quarter of 2019, compared to the previous period.

The share of gross loans in total assets, which was 57.33
percent in December 2018, has declined to 55.32
percert in the fourth quarter of 2019. It has increased
by 1.96 points, compared to the previous quarter.

Gross loans increased by 11.75 percent in the fourth
quarter of 2019, compared to the previous quarter.
This item had decreased by 4.28 percent in thmsa
period of the previous year.

Deposits increased by 2.21 percent in the third quarter
of 2019, and then by 8.64 percent in the fourth quarter.

The financial leverage ratio, which was 9.18 at the end
of September 2019, has become 9.61 in the fourth
quarter of 2019.

Table5.1: Performance Ratios

2018 2019

Dec. Mar. Jun. Sept. Dec.

Cash and Cash Equivalents
Total Assets (%)

CASR (%)

30,14 30,44 30,77 32,1032,54

17,86 17,7918,2919,0217,57

NPL /Gross Loans (%)

Gross Loans / Total Deposit
(%)

Gross Loans / Total Assets
(%)

Quarterly Growth Rate on
Gross Loans (%)

Quarterly Growth Rate

on Deposits (%)

5,53 5,47 5,42 5,64 5,61
71,50 69,6868,81 66,83 68,74
57,33 55,9255,1553,36 55,32
-4,28 4,85 2,64 -0,72 11,75
-6,11 7,59 3,95 2,21 8,64

Financial Leverade 9,66 9,72 9,56 9,18 9,61

Source: Central Bank of TRNC
Note: (1) ForeignResources / Total Shareholders'

CASR (Capital Adequacy Standard Ratio), which was Equity

1786 percent at the end of December 2018, has
decreased by 0.29 points to 17.57 percent in the fourth
quarter of 2019.
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5.1.3 CONCENTRATION IN THE
BANKINGSECTOR
The share of the largest five banks in the sector in terms
of asset size is 55.41 percent, and the share of the top
ten banks in total assets is 80.16 percent in the fourth
quarter of 2019.

In terms of the size of gross loans in the same period,
the shareof the first five banks in the sector is 57.6
percent and the share of the top ten banks is 82.05
percent.

In terms of deposit size, the share of the five largest
banks in total deposits is 56.97 percent and the share
of the top ten banks is 81.23 percent

Table5.2: Concentration in the Banking Sector (%)

Shares of the First Five 2018
Banks in the Sector December March
Assets 55,07 55,85
Gross Loans 56,90 53,12
Deposits 56,54 57,46
Debts to Banks 63,07 67,67
Shareholder§Equity 51,90 52,87
Shares of the First Ten
Banks in the Sector
Assets 78,54 79,73
Gross Loans 81,58 79,70
Deposits 79,80 80,91
Debts to Banks 91,84 94,09
Shareholder§Equity 79,80 80,18

Source: Central Bank of TRNC

5.1.4 NUMBER OFBANKS,
BRANCHESPERSONNEL AND
ATMs
The number of banks operating in the banking sector is
21 at the end of December 2019. Among the 21 banks

Table5.3: Number of Banks

Dec.17 Mar.18 Jun.18 Sept.18
Public Banks 2 2 2 2
Private Banks 14 14 14 14
Branch Banks 5 5 5 5
Total 21 21 21 21
Source: Central Bank of TRNC
-22.-
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In terms of the size of sharehold€squity in the
relevant periodthe share of the first five banks in total
shareholder€equity is 54.35 percent, while the share
of the top ten banks is 81.01 percent.

Lastly, in terms of the size of the debts to the banks
item, the share of the first five banks in the sector is
62.8 percent and the share of the top ten banks is 89.58
percent,

2019
June September December
56,20 56,03 55,41
56,18 56,40 57,60
57,72 57,04 56,97
63,51 67,19 62,80
53,54 54,41 54,35
79,71 79,84 80,16
81,68 81,76 82,05
81,12 81,24 81,23
92,13 92,06 89,58
80,49 80,83 81,01

in the sector, 2 are public banks, 14 gmévate banks
and 5 are branch banks.

Dec.18 Mar.19 Jun. 19  Sept.19 Dec. 19
2 2 2 2 2
14 14 14 14 14
5 5 5 5 5
21 21 21 21 21
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The number of bank branches in the sector is 232 in the
fourth quarter of 2019.  When the distribution of
branch numbers based bank groups is examined, it is

Table5.4: Number of Branches and Personnel

CENTRAL BANK OF THE TRN

seen that 68.97 percent of the total number of
branches belongs to private banks, 16.81 percemt t
branch banks and 14.22 percent to public banks.

Number of Branches

Dec.17 Mar.18 Jun.l8 Septl8 Dec.l8 Mar1l9 Jun.19 Sept. 19 Dlzc'
Public Banks 33 32 33 33 33 33 33 33 33
Private Banks 161 161 160 159 157 158 159 160 160
Branch Banks 39 39 39 39 39 39 39 39 39
Total 233 232 232 231 229 230 231 232 232
Number of Personnel
Public Banks 558 554 550 547 546 537 534 528 522
Private Banks 2.024 2.038 2.042 2.062 2.075 2.077 2.078 2096 2122
Branch Banks 524 519 528 531 527 526 533 539 549
Total 3.106 3.111 3.120 3.140 3.148 3.140 3.145 3.163 3.193
Source: Central Bank of TRNC
The number ofpersonne| emp|oyed in the sector Chart5.2: Number of Personnel and Branches
increased by 30 persons and reached from 3,163 to 240 3.300
3,193 during September 201®ecember 2019 period. 235 3.200
522 of tHspersonnel are working in public banks, 2,122 230 3.100
in private banks and 549 in branch banks. In this period, 225 "
the number of personnel employed in private banks 8220 3000%
increased from 2,096 to 2,122, the number of E 15 2.9008
personnel in branch banks increased from 539 to 549, = 210 2.800
and the number of personnel in public banks decreased 205 2700
from 528 to 522.
200 2.600
During December 2018 December 2019 perigdthe
number of personnel working in the banking sector
increased by 45 persons to reach 3,193 from 3,148. In | HISEMEES (GRS EErE (R ) |

the mentioned period, when the change in the number
of personnel is analysed based on bank groups, there
was an increase of 47 persons employedpiivate
banks and 22 persons in branch banks, while there was
a decrease of 24 persons in public banks.

In the fourth quarter of 2019, it is observed that 16.35
percent of the personnel working in the sector belong
to the public banks, 66.46 percent belpto the private

banks and 17.19 percent belong to the branch banks.

-23-

Source: Central Bank of TRNC

As of the fourth quarter of 2019, the number of ATMs
has been 507. When the distribution of ATMs by bank
groups isanalysed branch banks rank first with 229
ATMs. Branch banks are followed by private banks with
221 ATMs and public banks with 57 ATMs. mwiri
December 2018 December 2019 period, the number
of ATMs increased from 484 to 507.

Table5.5: Number of ATMs

Dec.18 Mar.19 Jun. 1€ ngt' Dec. 1¢
Public Banks 55 58 58 57 57
Private Banks 207 210 216 221 221
Branch Banks 222 219 222 225 229
Total 484 487 496 503 507

Source: Central Bank of TRNC
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5.2 BANKINGSECTORCONSOLIDATED
BALANCESHEET

Total assets of the banking sector, which was 37,855.4
million TRY at the end of September 2019, increased by
7.79 percent in the fourth quarter of 2019 and reached
40,804.9 million TRY. In the aforementioned period,
cash and cash equivalents increased%6 percent,
gross loans by 11.75 percent, while securities portfolio
decreased by 4.43 percent and other assets by 13.74
percent.

Total assets of the sector increased by 23.73 percent in
December 2018 December 2019 period. In the same

Table5.6: Banking Sector Consolidated Balance Shé¢Rlillion TRY)

period, cash andash equivalents increased by 33.56
percent and gross loans by 19.4 percent, and securities
portfolio by 3.97 percent. In the same period, deposits
increased by 24.19 percent and sharehold#guity
increased by 24.28 percent.

Deposits, whiclarethe most important funding source
of the sector increased by 8.64 percent and the
shareholderQequity increased by 3.44 percent in
September 2019 December 2019 period.

2018 2019 Percentage Change

December  March June September December 0192//22%1195 1122//22%1189_
Cash and Cash Equivalents 9.940,9 10.792,9 11.354,1 12.151,4 13.277,2 9,26 33,56
Securities Portfolio 2.043,4 2.255,0 2.184,8 2.223,0 2.124,5 -4,43 3,97
Total Gross Loans 18.906,1 19.824,0 20.347,3 20.200,3 22.573,4 11,75 19,40
Other Assets 2.089,8 2.580,9 3.008,3 3.280,7 2.829,8 -13,74 35,41
Total AssetsLiabilities 32.980,2 35.452,8 36.894,5 37.855,4 40.804,9 7,79 23,73
Deposits 26.441,8 28.449,2 29.572,1 30.224,8 32.837,3 8,64 24,19
Debts to Banks 2.028,6 2.163,7 2.190,3 2.270,1 2.436,6 7,33 20,11
Other Liabilities 1.414,7 1.533,2 1.638,0 1.642,0 1.684,4 2,58 19,06
ShareholderSEquity 3.095,1 3.306,7 3.494,1 3.718,5 3.846,6 3,44 24,28

Source: Central Bank of TRNC
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5.2.1 ASSETS ANDLIABILITIES
STRUCTURE

In the last quarter of 2019, the largest share in the As of December 2019, 80.47 percent of the total
sector's total assets is gross loans with 55.32 percent. liabilities is deposits, 9.43 percent is shareholders
Gross loans are followed by cash and cash equivalents equity, 5.97 percent is debts to banks and 4.13 percent
with a share of 32.54 percent, other assets with a share is other liabilities.

of 6.93 percent and securities portfolizvith 5.21

When the items constituting the liability structure of
percent.

the banking sector are evaluated in terms of their
When the banking sector is evaluated in terms of the  shares in December 20t®ecember 2019 period, it is
share of the items constituting the asset structure of seen that there is an increase in deposits and
December 2018December 2019 period, an increase in shareholderQequity items, and a decrease in othe
cash and cash equivalents and other assets items, while liabilities and debts to banks items.
a decrease in sectigs portfolio and gross loans is
observed.

Table5.7: Structural Percentage Distribution of Banking Sector Assets / Liabilities (%)

2018 2019
Assets December March June September December
Cash and Cadiquivalents 30,14 30,44 30,78 32,10 32,54
Securities Portfolio 6,19 6,36 5,92 5,87 5,21
Total Gross Loans 57,33 55,92 55,15 53,36 55,32
Other Assets 6,34 7,28 8,15 8,67 6,93
Total 100,00 100,00 100,00 100,00 100,00
Liabilities
Total Deposits 80,17 80,25 80,15 79,84 80,47
Debts to Banks 6,15 6,10 5,94 6,00 5,97
Other Liabilities 4,29 4,32 4,45 4,34 4,13
ShareholderSEquity 9,39 9,33 8,76 9,82 9,43
Total 100,00 100,00 100,00 100,00 100,00

Source: Central Bank of TRNC

Quarteron-quarter increasein the banking sectd®
total assets has been 7.5 percent in March 2019, 4.07 )

] . Chart 5.3: Assets of the Banking Sector and Quarterly
percent in June, 2.6 percent in September and 7.79  Development (%)

percent in December. Million TRY %
43.000

7,79

7,50

Ara.18 Mar.19 Haz.19 Eyl.19 Ara.19

mmmmm Total Assets

(%) Change

Source:Central Bank of TRNC
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Chart 5.4: Shares of Bank Groups in th&ecto® Total
Assets (%)

50

In the last quarter of 2019%the sectoi@ total assets
increased from 45.37 to 46.57 percent in the private
banks group, while it decreased from 31.11 to 30.16 in
branch banks groups, and from 23.52 to 23.27 percent 45
in the public baks group. In December 2018
December 2019 period, there has been downsizing in
the group of public banks and branch banks, and a
growth in private banks.

46,57
44,68 45,07 4581 45,37

Jun-19
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H Public Banks Private Banks m® Branch Banks

Source: Central Bank of TRNC

In the last quarter of 2019, public barfitstal assets
increased by 6.65 percent, private batikdal assets by
10.63 percent and branch bar@wotal assets by 4.5
percent, compared to the previous quarter. Total assets

increased by 20.69 percent in pitlbanks, 28.97
percent in private banks and 18.58 percent in branch
banks, compared to the same period of the previous
year.

Table5.8: Development of Total AssetBased onBank Groups (Million TRY)

2018 2019 Percentage Change
December  March June September  December (12022%11% :;22022%11%
Public Banks 7.868,9 8.440,4 8.742,3 8.904,6 9.497,2 6,65 20,69
Private Banks 14.734,3 15.978,6 16.903,0 17.176,5 19.003,1 10,63 28,97
Branch Banks 10.377,0 11.033,8 11.249,2 11.774,3 12.304,6 4,50 18,58
Total 32.980,2 35.452,8 36.894,5 37.855,4 40.804,9 7,79 23,73

Source: Central Bank of TRNC

Analysing the TRY and FX distribution of gross loans as
of December 2019, the share of TRY loans decreased
from 47.79 to 47.05 percent compared to the previous
guarter, while the share of FX loans increased from
52.21 to 52.95 percent. The share of TRY odép

decreased from 40.27 to 39.63 percent as of December
2019, while the share of FX deposits increased from
59.73 percent to 60.37 percent, compared to the
previous quarter.

Table5.9: TRY and FX Distribution of Gross Loans and Deposits (%)

2018
December March June September December
TRY FX TRY FX TRY FX TRY FX TRY EX
Loans 48,39 51,61 47,05 52,95 46,72 53,28 47,79 52,21 47,05 52,95
Deposits 40,10 59,90 37,71 62,29 38,34 61,66 40,27 59,73 39,63 60,37
Source: Central Bank of TRNC
-26-
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5.2.2 CasH ANDCASH

EQUIVALENTS
million TRY in the IMM (Interbank Money Market)
transactions item has been recorded.

Total of cash assets, receivables frofmanks,
receivables from the Central Bank and receivables from
the interbank money market transactions, which
constitute the cash and cash equivalents of the banking
sector, increased by 9.26 percent in the fourth quarter
of 2019 and reached from 12,151.4illion TRY to
13,277.2 million TRY, compared to the previous quarter.

Cash and cash equivalents amounting to 9,940.9 million
TRY at the end of December 2018 increased to 13,277.2
million TRY by the end of Decbar 2019. In the period,
cash assets increased by 66.8 million TRY, receivables
from the Central Bank increased by 616,1 million TRY,
receivables from IMM transactions increased by 687.8
million TRY and receivables from banks increased by
1,965.6 million RY.

In this period, an increase of 2.5 million TRY in the cash
values item, 704.5 million TRY in the receivables from
the Central Bank item, 486.7 million TRY in the

receivables from banks$eim, while a decrease of 67.9
Table5.10: Development of the Cash and Cash Equivalents (Million TRY)

2018 2019 Percentage Change
December March June September December 09/2019-12/2019

Cash Assets 297,6 282,5 305,3 361,9 364,4 0,69
::gi"’ab'es iR CRTE g oen e 3.982,2 4.158,3 3.715,9 4.420,4 18,96
Receivables from IMM 2.135,4 2.201,7 2.309,7 2.891,1 2.823,2 2,35
Transactions

Receivables from Banks 3.703,6 4.326,5 4.580,8 5.182,5 5.669,2 9,39
Total 9.940,9 10.792,9 11.354,1 12.151,4 13.277,2 9,26

Source: Central Bank of TRNC

In 2019, cash and cash equivalents increased by 8.57
percent in the first quarter, by 5.2 percent in the second
guarter, by 7.02 percent in the third quarter and by 9.26
percent in the fourth quarter.

In the fourth quarter of 2019, shares of private and
public banks increased, while the share of branch banks
decreased. In December 201Becember 2019 period,
there has been downsizing in the group of public banks

Chart5.5: Quarterly Percentage Change of Cash and Cash and branch banks, and a growth in private banks.
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