





1<
(mB’

QUARTERLY BULLETIN

Issue: 2017 -1V






FOREWORD

In the last quarter of 2017, the recovery in global finance activity increased its upward trend along with
the raised growth especially in developed countries. In this period, improvement in global financial
conditions, supportive policies on economic activity and improvement in the environment of trust as well
as the rise in commodity prices stand out as supporting factorgfowth in the world economy. The
reports published during this period emphasize tha global economic growth will continue to increase
over the next two years, but that potential downside risks should not be overlooked. The reports also
highlight the mportance of the steps taken by the policy makers in order to adopt the reforms, which will
accelerate the growth of the private sector in order to increase productivity and ensure greater growth
so that global economic growth does not lose momentum.

In the Global Economic Outlook report published by the OECD in the last quarter of 2017, the global
economic growth forecast for 2017 is increased from 3.5 percent to 3.6 percent, while the global growth
forecasts for 2018 and 2019 are revised upwarsi3.7 pecent and 3.6 percent, respectively. In the World
Bank's Global Economic Outlook report, while the 2017 growth estimate for the global economy was
raised from 3.5 percent to 3.6 percent, 2018 and 2019 growth estimates were raisedper8ehtand 3
percent, respectively

In the fourth quarter of 2017, the inflation rate calculated by the TRNC Prime Ministry State Planning
Organization has reached 16.2 percent by November, which is the highest point reached in the past 9
years, and closed the year 20171a.68 percent. It is inevitable that consumer prices will increase, due

to the depreciation of the Turkish lira against thest convertibleexchange ratein 2017, the increase

in the prices of imported products and the pricing of some of the core gamdisservices in foreign
currency depending on the dollarization in our country. As of the end of 2017, the highest price increases
wereobsened in entertainment and culture, furniture, home appliances and education iteroséryear

period. According tolte methodology used in the calculation of the consumer price index, the price
increases in food and neaslcoholic beverages and transportation items, which are the groups with the
highest weight, were 14 percent and 13.6 percent, respectively.

The TRNC bt in 2017 displayed a more positive performance compared to the year 2016 and the
budget, which had a surplus of 20.9 millidRY in 2016 had a surplus of 78.5 million TRY in 2017. While
the budget revenues obtained in 2017 increased by 22 percent caedpty the previous year, the
increase in total expenditures during the same period was around 20 percent. The increase in tax revenues
and donations, grants and loans items between 2016 and 2017 was 22 percent and 28 percent,
respectively, while the increg in nontax revenues remained at 9 percent. It is observed that the
domestic income (calculated by deducting the grants and loans extended by Turkey from the budget
revenues) to budget expenditures ratio has reached to 83 percent in the last 10 year&%percent.
Duringthe last 1Gyear period, in the budget expenditure$ie share of the grants and loans extended by
Turkey, which is the most important resource for financing difeerencebetween the domestic irmme

and the budget expenditurehas dereased from 30 percent to 18 percerA positiveoutlook has
emerged over the last 10 years in the sense of covering the budget expenditures with our domestic
income and strong steps are being taken in this regard.



The number of banks decreased todie to the transfer of a branch bank operating in the banking sector

to a private bank in the last quarter of 2017 with the approval of the Board of the Central Bank of the
TRNC. As of the last quarter of 2017, it continues to provide service with 24, 2@%branches and 3,106
personnel operating in the sector. By the end of 2017, total assets of the banking sector increased by 23
percent compared to the same period of the previous year and reached 26,115 million TRY. Within one
year period, total depdss, which the most important funding source of the sector, increased by 27
percent and gross loans, which is the most important asset of the sector, increased by 20 percent. Due to
the fact that the rate of increase in loans has fallen below the rateaé&ase in total deposits, by the end

of 2017, loan to deposit ratio decreased by about 4 points to 72.5 percent compared to the end of 2016.
In the last two years, loan to deposit rate decreased by 8 points-péoforming loans increased by 3.8
percent n one-yearperiod to 875 million TRY. Due to the fact that the rate of increase ifpeoiorming

loans has fallen far short of the rate of increase in loans, the ratimofperforming loansn the sector

has decreased to 5.72 percent. By the fourth quarter of 2017, the capital adequacy standard ratio of the
sector was 18 percent, well above the legal limit of 10 percent.

We would like to thank all of our employees who have contributedhi preparation of this bulletin, in
which current indicators of the selected economies and TRNC economy in the world are included and the
overview of the TRNC banking sector is reflected in detail as of the fourth quarter of 2017.
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ABBREVIATIONS

EU European Union

USA United States of America

ECB European Central Bank

IMM Interbank Money Market

BoE Bank of England

SPO State Plannin@rganisation

WTO World Trade Organisation

EA 19 Euro Zone

EUROSTAT EUROSTAT

ESA European System of Accounts

FED Central Banking System of the USA

FOMC The Federal Open Market Committee

LLW Late Liquidity Window

GNP Gross National Product

GDP Gross Domestic Product

IMF International Monetary Fund

GGF Credit Guaratee Fund

KKTCMB/Bank Central Bank of The Turkish Republic of Northern Cyprus

SME Small and Medium Enterprises

CB Central Bank

SP Securities Portfolio

RR Reserve Requirements

OECD Organisation for Economic @eration and Development

ONS Office for Nation&Statistics

OPEC Organisation of Petroleum Exporting Countries

MTP Medium-Term Program

PMI Purchasing Managers Index

MPC Monetary Policy Committee

RWA Risk Weighted Assets

oG Official Gazette

CASR Capital Adequac$tandardRatio

TRNC Turkish Republic dflorthern Cyprus

TR Republic of Turkey

CBRT The Central Bank of The Republic of Turkey

TL/TRY Turkish Lira

NPL Non-Performing Loans

TURKSTAT Turkish Statistical Institute

IBU International Banking Unit

IEA International Energy Agency

FX Foreign Exchange

$/Dollar/lUSD US Dollar

€EK9, w Euro

MK D. t Pound Sterling
DEFINITIONS

Gross Loans: Loand\Nen-PerformingLoans

Liquid Assets: Cash Assets + Receivables from the CB + Receivables from the Banks + Receivables from IMM

Transactions
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1. INTERNATONAIDEVELOPMENTS

1.1 OVERVIEW ANDCURRENT
DEVELOPMENTS
The Global Economic Outlook report published by the
World Bank in January 2018 predicts that global
economicgrowth, which has been much stronger than
expected in 2017, could rise to 3.1 percent by 2018
continuing improvement in investment, production and
trade, and the benefit of strengthening commodity
prices for commodity exporting emerging economies
havebeen considered as contributing factors to global
economic growthHowever, it is predicted that this will
be reflected as a major sheterm rise in the global
economy. The World Bank has also commented that
the slowing down of potential growth in therg run
could jeopardize the improvement of the life standards
and poverty reduction in thavorld.

In the last quarter of 2017, World Bank Group President
Jim Yong Kim stated thatBroadbased recovery in
global growth is encouraging, but this is not tivae to
relax" and emphasized that investment in human
capital is needed, and the duties of the policy makers
are significant in this regard. It is also commented that
the productivity of the countries, increasing labor force
participation and ending extrae poverty goals may be
more achievable with this structural transformation.

In the World Bank report, growth in developed
economies is expected to increase slightly to 2.2
percent in 2018, with central banks following the
strategy of gradual exit from posrisis policies and a
slight increase in investment$Growth in developing
markets and economies as a whole is estimated to be
4.5 percent in 2018, depending on the continuing
improvement of the commodity exporters' activities.

The IMF's Regional EconamDutlook report for the
European Region in November 2017 emphasized that
the improvement in the European economy may be
stronger than expected in the short term, but there are
guestions about the sustainability of economic revival
in the long term. Notwitstanding the negative
demographic trends and the low productivity that will
slow down growth in the long rynit has also been
noted that there are many important internal and
external risks that will pull down the economic growth
outlook.

The IMF reportalso suggested that many developed
and developing countries should reduce their budget
deficits in a growth friendly manner. As an upward
trend in interest rates is anticipated, it has been
emphasized that this is an important element especially
for econonies with high public debt. Currently it is
commented in the report that expanding monetary
policy is available in Europe due to low inflationary
pressures but in economies where wage increases are
accelerated, central banks should to be ready to
gradually soften their economic growth measures in
order not to deviate from their inflation targets.

The IMF's report emphasizes that as a positive growth
in the economy is displayed, policy makers should
encourage shorterm growth by using monetary and
fiscal poicy instruments and develop policies that go
beyond their current instruments.

The slowdown in potential growth is the result of the
weakening othe investmentand productivity,and the
aging of the global workforce.Deceleration is
widespread and affects economies that constitute
more than 65 percent of global GDP. The IMF's report
emphasizes that, without efforts to reinvigorate the
potential growth, the decline may extend to the next
century and while it can reducthe average global
growth by a quarter percentage point; it may slow
down the developing country economies and markets
at half the pace of the average global growth.

Shantayanan Devarajan, Vice President of the World
Bank Economic Development Departmergtated
"Analysis of the driving force behind the slowing down
of potential growth reveals that we are not helpless in
this regard’; and he also commented that correcting
the infrastructure services as well as reforms that
encourage quality education and &léh care systems
can significantly increase the potential growth,
especially among developing market economies and
developing economies. In the last quarter of 2017, all of
the world's leading institutions made statements that
emphasized education and hiéa and investment in
human capital and they pointed out the importance of
developing policies in this respect.



In the last quarter of 2017, the House of
Representatives and the Senate in the United States
approved the draft law which includes the biggst
changes in the country's tax system over the past three
decades. With the new law, it was decided that
institutions' taxwould be permanently lowered from
35 percent to 21 percent, while income tax will be
temporarily reduced at rates varying according
income levels. The tax reductions will most benefit the
banking, retail, transportation and telecommunication
sectors; it is predicted that the US economy will gain
momentum and that it will create an upward pressure
on the inflation.

In the Euro Zoneit is emphasized that credit growth
has increased in many European countriest bu
domestic demand and production speed are still
lagging behind the expected level. Credit growth is an
important indicator that must be monitored because of
the continued stregth of the investment, the bank's
profitability and its positive effects on the balance
sheet. In theEuro Zone, it is observed that there is an
increase in the consumer loans extended to the private
sector, while there is an unequal distribution among
the countries in the growth of the loans extended to the
enterprises. Especially in countries with high NPLs, it is
observed that business loans are at lower levels. In
general, NPLs in the Euro Zone continue to recover
from the high levels before the cristat still do not fall

to pre-crisis levels.

Tablel.1: GDP Forecasts andesults
Global GDP Growth Forecasts

2016 2016 2017 20172 2018 2018
IMF 34 31 35 3.6 38 37
World Bank 29 24 2.7 3.0 29 31
OECD 3 31 33 3.6 31 3.7

Source: OECD, World Bank, IMF

! The initial forecasts of the organizations of that
year.

2Thelatest forecasts of the orgamiations of that
year.

1.2 ECONOMIC ANO-INANCIAL
OUTLOOK IN THESELECTEDCOUNTRIES

1.2.1 GROWTH
The data released in the US showed that the country's
economy maintained its strong outlook in the last
quarter of the year. While retail sales data for
November showed continued support for economic
activity in the last quarter of the year, PMI data fbet
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last month of the year pointed to the fastest expansion,
especially on the manufacturing side, since March 2015.

According to the FED's 'Economic Projections' data
presented in the Monetary Policy Report in the July
2017, the US economy's GDP growttireates are 2.2
percent in 2017, 2.1 percent in 2018 and 1.9 percent
in 2019. In the US, growth in the fourth quarter of 2017
was 2.6 percent, well below the expectations of 3
percent. With growth in the last quarter, the US's
growth in 2017 was 2.3 percenwell above the FED's
estimates.

In the third quarter of 2017, the United Kingdom grew
by 3.4 percent compared to the same quarter of the last
year, and by 0.7 percent compared to the previous
j dzt NISNJ 2F wHnamT® ¢KS | YQa
2017 becare 0.5 percent compared to the previous
quarter, well above the expectations. In the last quarter,
as in the third quarter, growth in services and
manufacturing continued while the shrinkage in the
construction sector continued. The growth rate
between 2016and 2017 was the slowest growth in the
last five years with 1.8 percent.

Accordingto the IMF's Regional Economic Outlook
report for the European region published in November
2017, the growth in Europe is visibly strengthening and
expanding. Real GDP gl was estimated at 2.4
percent for 2017, while it was 1.7 percent in 2016.
Estimatesof the year 2018vere 2.1 percent with a 0.2
percentage point decrease. The most important factor
in the strengthening and expansion of the European
economy appears todthe reviving domestic demand.

The same report noted that the recovery in Europe has
spread to other countries in the world and this has
contributed significantly to global growth.

TheEuro Zone economy grew parallel to expectations
with 0.6 percent in tle fourth quarter of 2017. The
regional economy has thus grown in the last quarter of
2017 and has expanded throughout T®nsecutive
guarters. The regional economy, which grew by 2.5
percent in 2017, above expectations, has recorded its
fastest growth sine the 2008 financial crisis.

Data from the fourth quarter of 2017 related to
Turkey's economic growth has not yet been published.
According to third quarter data, Turkey's economy
grew above expectations in this quarter compared to
the same period of the@revious year by 11.1 percent



according to the chained volume index and displayed
the strongest performance of the last 6 yeargading
indicatorspoint that economic activity continues to be
strong in the last quarter of the year, despite the fact
that it has lost momentum.In this context, Turkey's
economy, which grew 7.4 percent in the first three
quarters, is expected to close the year with a growth
around 7.1 percent.

In the Global Economic Prospects report published by
the World Bank in January 2018, regional forecasts on
economic growth were also included. According to the
report, growth estimates for East Asia and the Pacific
region are predictd as 6.2 percenfior 2018.Stronger
than expected growth among developed economies
may cause faster growth fastein the regionHowever,
increasing  geopolitical tension and  global
protectionism, sudden and unexpected tightening
global financial contlons, and faster than expected
economic slowdown in major economies, including
China, will pose a negative risk to regional growth. In
the report, it is estimated that the growth rate in China
will fall to 6.4 percent from 6.8 percent in 2018.

In the sane report, the growth rate estimated for
Europe and Central Asia region at patcentin 2017
was reduced to 2.9ercentin 2018. It is predicted that
the recovery led by the commodity exporting
economies in the east of the region will continue.
However,as a result of easing the economic activities
of the Euro Zone, it is expected that the gradual
slowdown in the western region will balance the
recovery in the eastern region. Increased political
uncertainty and a fall in oil prices create a growth rate
lower than expected. According to the report, Russia's
estimated growth rate in 2017 was held at p&rcent,
unchanged. In Turkey, after 6.7 percent growth
forecast in 2017, it is expected to reach a growth rate
of 3.5 percent in 2018.

Chart1.1: GDP Growth Rates of Selected Countries

0,9
0,8
0,7
0,6 -
0,5 -

%0,4 1
0,3 -
0,2 -
0,1 -
0,0 -

m UK

| m Euro Zone

Source: OECD

1.2.2 INFLATION

In the FED's latest Federal Open Market Committee
(FOMC) minutes held in December 2017, it was
announced that in the US, CPI ieased by 2.12
percent during 11 monthsntil November, while core
CPl inflation increased by 1.3 percent.

The committeepredicted that the risks reflected to the
inflation target will be balanced and that the inflation
target of 2 percent will be reached 2019 and 2020. It
is pointed out thatongterm inflation expectations are
likely to fall, which is among the risks that lower the
inflation rate, also, it is underlined that there are
upward risks on inflation in an economy that is
expected to grow above its potential, and these upward
risks are balanced by the downside risks.

As of the end of 2017, the CPI in the Eufmne
remained below the 1.5 percerinflation forecast of

the ECB and became 1.4 percent. ECB's 2018 inflation
forecast was also announced as 1.4 percent. ECB
President Mario Draghi said after the meeting on
December 14 that the inflation outlook remains weak,
but that there is no risk of eflation in the region.

According to data published in January 2018 by UK's
Officefor National Statistic§ONS), the rate of annual
inflation dropped by one percentage point from 3.1
percent in November 2017 to 3.0 percent at the end of
December.

In Decerber 2017, monthly increase in consumer
prices in Turkey was 0.69 percent, slightly above the
market expectations. Along with thhange,Turkey's
annual inflation was 11.92 percent in 2017. Domestic



Producer Price Index also increased by 1.37 percent in
monthly basis in December, while it reached 15.47
percent in annual basis.

In the meeting held on December 14, 2017 Central Bank
of the Republic of Turkey (CBRT) Monetary Policy
Committee (MPC), decided to maintain a tight stance in
monetary policy due tathe fact that high levels of
inflation and recent developments on the costs have
increased risks for expectations and pricing behaviors.
It was emphasized that the CBRT will continue to use all
the instruments available to the CBRT until a significant
improvement in inflation outlook and alignment with
the targets is achieved.

The CBRT wrote an open letter to the government
regarding the annual inflation rate, which is more than
double the targeted 5 percent inflation rate for 201i.
the letter, it is mationed that structural reforms aimed
at increasing competition and productivity will be
beneficial in order to ensure permanent price stability
in medium term. In addition, it was commented that
the efforts to increase the domestic added value by
reducingthe import input ratio in production and to
manage the exchange rate risk with a perspective
focused on financial stability have also been used in
terms of the effectiveness of the monetary policy and
will contribute significantly to the fight against iafion.

Chart1.2: Inflation Rates of Selected Countries
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1.2.3 POLICYINTERESTS
The Fed raised its policy rate by 25 basis pointsxe
with the expectations in the last meeting of the year
ended December 13, raising it to 1.2Z650 percent.
Thus, as predicted at the beginning of the year, the Fed
increased the policy rates three times, 75 basis points.
It is estimated that the Fed may go for three interest

rate increases again in 2018. With thet@forms and
-4-

as the US economy gains momentum, it is being
commented that these can create an upward pressure
on inflation and that it is one of the factors that will
determine the frequency of interest increases. In this
case, the Fed's decision on th@negtary policy creates

a significant uncertainty In this framework, it is
commented that the development®gardingthe draft
and its effects will be closely monitored.

Raising its policy interest for the first time in 10 years at
its meeting in NovemberThe Bank of England (BoE)
kept its policy interest rate at 0.5 percent at its meeting
on 14 December, while keeping its asset purchase
program target at 435 billion pounds. Drawing
attention to the risks associated with Brexit in recent
statements, BoE'sconcerns have been somewhat
eased in the last meetind30E commented that with
the completion of the first phase of the Brexit
negotiations, the UK is less likely to get out of the EU in
an irregular way and that this may increase economic
confidence in tle future period.

The ECB kept the deposit interest rate-@#4 percent

at the meeting on December 14, without any change in
the monetary policy, but it did not change tresset
purchasingprogram, which would have fallen to 30
billion euros from Januaryn the other hand, the ECB
has revised its forecast for growth and inflation and has
raised its growth forecasts for the Euro Zone from 2.2
percent to 2.4 percent for 2017 and from 1.8 percent to
2.3 percent for 2018, and while keeping the 2017
inflation forecast is at 1.5 percent, it raised the 2018
forecast to 1.4 percent. After the meeting, ECB
President Draghi stated that the risks regarding the
area's growth outlook are broadly balanced, and it may
lead to furthergrowth surprises in the near term.

The data for theBEuro Zone show that the region
continues to recover consistently. While the
unemployment rate in the region has been at its lowest
level since the global crisis, economic activity has
continued to display a positive outlook. Industrial
production increased by 0.2 percent in October 2017,
despite the expectation that it would not change
compared to the previous month with the support of
non-durable consumption goods production. According
to leading PMI data for December, the manufacturing
and services sectors in the Euro Area performed well
above expectations and the manufacturing and services
PMI indices reached the summit of 7 years, rising to
60.6 and 56.5 levels respectively.



The Central Bank of the Republic of Turkey (CBRT)

Monetary Polig Board (MPC) did not change the
interest rates at the meeting held in December 14, and
kept the marginal funding rate at 9.25 percerthe
CBR™Dorrowing interest rate at 7.25 percent and one
week repo auction interest at 8 percent.

Chart 1.3: CB Interest Rates of Selected Developed

Countries
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At the same MPC meeting, a strong monetary
tightening was carried out as exchange rate
developments increased the risk of inflation and within
the framework of the Late Liquidity Windo@LLW)

application, while the Central Bank lending interest rate
applied in overnight currencies between the hours
16.0017.00 in the Interbank Money Market was kept

at 0 percent, the lending rate was raised from 12.25
percent to 12.75 percent.

Within this franework, the oneweekrepo auction was
not opened and the funding requirement of the system
wasbegunto be provided only from thé LWsystem.
Accordingly, in the recent period, the average funding
cost of the CBRT is equal to the interest. bfV/

Chart1.4: Weighted Average Funding Cost of CBRT
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1.2.4 EXCHANGERATES
As in the third quarter of 2017, the Turkish lira
continued to experience a significant depreciation
against other currencies in the last quarter compared
to the same period of the previous yedn the last
quarter of 2016, TRY had the rates of 4.07, 3528
agairst sterling, euro and US dollawrhile it was 5.03,
4.47, 3.80 in the same period of 20Mhen the two
periods are compared, it is seen that TRY depreciated
by 23.58, 26.27 and 15.85 percent against sterling, euro
and US dollar, respectively.

Chart1.5: Currency Exchange Rates (2013 =100)
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2 EMPLOYMENTRANDPRICES

2.1 EMPLOYMENT

According to the unemployment data prepared by the
TRNC Labor Office, bthe end of October and
November of 2016, the number of registered
unemployed people, which was 1,522, decreased to
1,246 as of the end of October and November 2017.
When the unemployment rate for November of this
year is analyzed by gender compositiorisiseen that
about 37% of the active registered unemployed people
are composed of men and 63% of them are women.
Chart 2.1: Registered Active Unemployment Periodic
Distribution
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Whilethe number of jobseekers in the third quarter of
2017 was 748, the number of new job seeking
applicants in October and November 2017 was 813. By
the end of October and November 2017, when 947
people who were unregistered and employed were
taken into congleration, the number of jobseekers was
617 at the end of November.

Table 2.1: Registered Active Unemployment Overview
(persons)

2016 2017 2017 2017 2017
Q4 Q1 Q2 Q3 Q4

802 700 712 878 748

Job seekers by the en
of the previous period
Applicants applying fol
employment during
the period

Persons employed
during the period
Persons unregistered
during the period

Job seekers bythend 764 795 g7g 748 617
of the period

Source: Labor Office

1,218 1,1581,509 1,224 813

570 474 727 546 480

750 672 616 808 467

When the active vacanclstingsare examined, it is
seen that 1,018 vacancies were transferred to the
fourth quarter of 2017 as of the third quarter of 2017
and 712 new vacancies were opened in October and
November. As of October and November 2017, 1,046
vacancies were transferred to ¢hnext period in
reaction to 480 filled and 204 canceled vacancies.

Table2.2: Overview of Active Vacancy Listings (persons)
2016 2017 2017 2017 2017
Q4 Q1 Q2 Q3 Q4

164 109 693 807 1,018

Vacancies transferred
from the lastperiod
Va<_:an0|es rec_elved 1,7091,329 874
during the period

Vacancies filled during

the period 570 474 727
Vacancies cancelled
during the period

Vacancies transferred
to the next period 109 693 807

790 712

546 480
1,194271 33 33 204

1,0181,046

Source: Labor Office

Chart2.2: Applications- Vacancies Employments
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*: Since the figures for December are not published
by the TRNC Labor Office, thaata for the fourth
quarter of 2017 are based on October and
November.
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2.2 INFLATION
The figures in Chart 2.3, which include the CPI changes above 100 indicate the price increases compared to

occurred since January 2016, have been prepared 2015.
based on the 2015 prices (2015=100), and the values

Chart2.3: Consumer Price Index (2015=100) Base Year Figures
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When the inflation rates in the fourth quarter of 2017 and December of 2016 reached 0.92 percent31l
with respect to the previous month are compared with percent and 1.69 percent in the same months of 2017,
the same periods of 2016, the rates of 1.17 percent,  respectively.

1.43 percent and 2.64 percent in October, November

Chart2.4: Inflation Rates Compared téhe Previous Month
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The annual inflation rate, which was 8.33 percent in
March, 6.89 percent in June, 6.6 percent in September
and 10.19 percent in December 2016, reached 15.05
percent in March, 15.02 percent in June, 15.37 percent
in September and 14.68 in December 2017
respectvely.
Chart2.5: Inflation Rates Compared to the Same Month of
the Previous Year
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In the third quarter of 2017, the inflation rates
continued to rise rapidly in the last quarter of 2016
comparedto December of the previous year. The
inflation rate, which was 4.63 percent in the first nine
months of 2016, reached 10.19 percent as of 2016 after
the rapid increase experienced in the last three months.
The increase continued in the first nine montf2017

Chart2.7: 12-Month Cumulative Sectoriallnflation Rates (%)

and the inflation rate reached 10.31 percent. In 2015
and 2016, yeaend inflation rates reached 7.78 percent
and 10.19 percent, respectively. As of November of
2017, annual inflation was at the level of 16.05 percent,
but it was down by base f&fct in December, closing the
year at 14.68 percent.

Chart 2.6: Cumulative Inflation Rate Compared to
December of the Previous Year (CPI)
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The sectors with the highest price increase at the end
of December 2017 are entertainment with 19.58
percent, furniture and home appliances with 19.32
percent and education items with 18.52 percent. By the
end of December 2017, the lowest price increase
which occuredin clothing and shoe item was 7.96
percent.
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The change rates in the Consumer Price Index for the years 2015, 2016 and 2017 are presented in Table 2.3, monthly,
annually and in comparison with the end of the previous year.

Table2.3: Consumer Price lsex (2015=100Percantage Changéh)

Compared to the End of the Previou: Compared to the Same

Months Monthly Year Period of the Previous
Year
January -0.88 -0.88 3.39
February -1.28 -2.14 -0.21
March 1.77 -0.41 0.98
April 1.51 1.09 2.15
May 1.62 2.73 4.62
June 0.44 3.18 4.76
July -1.24 1.90 3.20
August 0.8 2.72 3.42
September 2.98 5.78 6.44
October 1.52 7.39 6.19
November -0.94 6.38 5.91
December 1.31 7.78 7.78
January 0.47 0.47 9.25
February -0.17 0.31 10.48
March -0.21 0.09 8.33
April 0.99 1.09 7.78
May 0.76 1.86 6.87
2016 June 0.46 2.33 6.89
July 0.88 3.23 9.18
August 0.75 4.00 9.13
September 0.60 4.63 6.60
October 1.17 5.85 6.23
November 1.43 7.36 8.77
December 2.64 10.19 10.19
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 1594
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 1537
October 0.92 11.32 16.05
November 131 12.78 16.19
December 1.69 14.68 14.68

Source: SPO
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3 FOREIGNTRADEAND TOURISM

(The expors data for December and th@mports data for OctoberNovemberDecembeiprepared bythe TRNM®epartment of Tradecould notbe
obtainedtherefore;the existing datawas not updated)

3.1 DEVELOPMENTS OREXPORTS AND
IMPORTS

According to the expostand impors data announced

by the Department of Trade, the total exports of the
TRNC in October and November 2017 are 10,7 million
USD and the total imports in September 2017 is 124,8

Table3.1: Exports and Imports

million USD. Compared to the same periods of the
previous year, exports in Octoband November 2017
decreased by 4.76 percent and imports in September
increased by 12.83 percent.

Exports (USlollar) Imports (Udollar)
2016 2017 Percentage Chang 2016 2017 Percentage Changt
January 7,576.893 7,576.748 -0.001 84312.548 109947.253 30.40
February 11374.335 11.353.943 -0.17 103417.745 125913.639 21.75
March 11349.344 13489.437 18385 123345.410 144387.317 17.06
Quarter |  30,300.572 32420.128 6.99 311075.703 380248.209 2223
April  13519.195 10928.229 -19.16 130399.249 130252.492 -0.11
May 11,066.525 9,359.598 -15.42 127426.907 144292.089 1323
June 9,034.438 7,184.406 -20.48 242689.632 125225.342 -48.40
Quarter Il 33,620.158 27472.233 -18.29 500515.788 399,769.923 -20.1
July 5444101 8,483.461 5583 126076.307 131921.203 4.63
Augus!  7,290.110 6,738.864 -7.56 130,706.896 149181.133 141
Septembe  7,206.180 7,212.369 0.08 110671.770 124872.638 12.83
Quarter Il 19940.391 22434.694 125 367454.973 405974.974 10.48
October 6,777.324 5,768.228 -14.88
November 4,473.982 4,946.955 1057
Quarter IV
(Octoberc November) 11251.306 10,715.183 -4.76
Year Tota
(January- November) 95,112.427 93/042.238 -2.17 1.179.046.464* 1.185.993.106* 0.59*
*(Januaryg September’

Note:
2) Hydrocarbon imports are not included.

1) Exports to the Southern Cyprus are not included.

3) Import and export figures fo2017 are temporary figures.

Source: Department of Trade

When exports and imports of the TRNC for 10 years
between the period September 2007 and September
2017 are analyzed, it is observed that the 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 exports displayed
a steady upward trend in the period between 2010 and
2014, and it has decreased in the period after May 2015.
Moreover, the difference between the peak and
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bottom periods of exports and the volatility ekport
volume is in a slow decline. In imports, the lowest level
since February 2009 was recorded as 88 million USD in
January 2016. Looking at the annual moving average of
imports, it changed direction and tended to decrease in
the period after Januar015, but it is observed that
after September 2016, it tended to rise again.



FOREIGRNRADRNDTOURISM DEVELOPMENTS &PORTS ANIMPORTS CENTRAL BANK OF TRN

Chart3.1: Imports and Exports
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Due tothe low importsexports ratio, the increase in While the exportamports ratio has been 5 percent on

the foreign trade of the TRNC implies an increase in the  average between 2006 and 2010, it has reached 7.3
foreign trade deficit and indicates the external percentin 201:2014 period. In 2015 and 2016, this
dependency of the country's economy. Trade volume  rate was 8.4 percent and 6.95 percent, respectively.
in the period between September 2016 and September ~ Moreover, between January and September 2017 it
2017 increased from 124.6 million USD to 132.1 million  was 6.9.

USD while foreign trade deficit was 110.2 million USD

and 117.7 million USD, respectively.

Chart3.2: Foreign Trde Volume (exports + imports), Balance (exportsmports)
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e Trade Volume === Trade Balance

Source: Department of Trade

Bulletin - 2017 / IV -12-
















































































































































































































































