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Turkey reinforces price stability with
lower growth targets

The government has unveiled its medium-term plan, which outlines a
gradual adjustment in the external balance and raises the projected
budget deficit. However, the most significant shift is the downward
revision of GDP growth forecasts - signalling that price stability has
been the policy priority

Finance Minister
Mehmet Simsek
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Details of the new economic programme

MEDIUM TERM PLAN (MTP) PREVIOUS PROGRAM

IMACRO ASSUMPTIONS : 2025E 2026F 2027F ZOZBF: 2025E 2026F 2027F
IGDP (USD bn) : 1,569 1,658 1,763 1,836: 1,465 1,642 1,774
GDP growth (%) : 33 2.8 43 5.0: 4.0 45 5.0
Unemployment Rate (%) : 8.5 8.4 8.2 T.E: 9.6 9.2 8.8
Labor Force Participation Rate (%) 1 53.7 54.4 55.1 56.0: 55.0 55.5 56.0
Inflation (%) E 28.5 16.0 9.0 B.D: 17.5 8.7 7.0
C/A Balance (USD bn) 1 -22.6 -22.3 -20.5 -18.5: -28.6 -25.6 -22.6
C/A Balance (% GDP) : -14 =1l3 -1.2 -1.0: -2.0 -1.6 =1k
Foreign Trade Balance {USD bn) : -93.2 -96.0 -89.0 rlDZ.D: -89.4 -94.6 -97.9

Exports (USD bn) : 273.8 282.0 254.0 308.5: 279.6 296.1 319.6

Imports (USD bn) : 367.0 378.0 393.0 410.5: 369.0 350.6 417.5
USD/TRY {implied, avg) : 30.63 46.60 50.71 53.76! 21.52 24.62 25.77
[FISCAL TARGETS % GDP

——————————————————————— 2

ICentral Administration Balance : -3.6 -3.5 -3.1 —2.3: -3.1 -2.8 -2.5

Revenues : 20.0 21.0 21.0 21.01 20.8 20.9 21.0

Expenditures 1 23.6 24.5 24.0 23.81 23.9 23.7 23.5
ICentral Administration Primary Balance : -0.3 0.0 0.3 D.S: 0.0 0.3 0.6
EU Defined Public Debt Stock !-__Elf___-34._?-__-_24_.?_____%&2_: 25.3 25.1 24.3_

Source: Official Gazette, ING

Turkey's Vice President Cevdet Yilmaz convened a press conference with Finance Minister Mehmet
Simsek and Central Bank Governor (CBT) Fatih Karahan to present the details of the Medium-Term
Plan (MTP) for 2026-28. The plan outlines the government's macroeconomic projections and sets
forth its principal policy and reform agenda.

On the global front, the MTP anticipates that geopolitical tensions and uncertainty in economic
policymaking will continue to fuel protectionist tendencies and disrupt supply chains. The
interaction between these risks and monetary policy dynamics is expected to play a decisive role
in shaping investor behaviour across global markets - particularly in emerging economies. Within
this context, one of the MTP’s central goals is to chart a growth path that is both sustainable and
aligned with the ongoing disinflation process. Vice President Yilmaz underscored that disinflation
remains the government's top policy priority and pledged continued coordination between
monetary, fiscal, and income policies to bring inflation down to single digits over time.

The plan revises GDP growth forecasts downward by 0.7ppt for each year from 2025 to 2027.
Nonetheless, the government expects growth to accelerate from 3.3% in 2025 to 5% by 2028. The
official projection of 3.3% for this year is more optimistic than the 2.9% consensus in the latest
Market Participants Survey, while the 2026 forecast is broadly in line with the market's 3.7%
expectation. Reflecting strong domestic demand, our own forecast has been revised upward

- from 2.7% to 3.3% for 2025, and from 3.5% to 4% for 2026. Still, the growth trajectory outlined in
the MTP remains below Turkey's long-term average, signalling that policymakers are prioritising
disinflation over rapid expansion.

On inflation, the MTP projects a year-end rate of 28.5% for 2025 - down from 33% in the previous
plan and within the Central Bank's forecast range of 27-29%. For 2026 and 2027, inflation
estimates have been revised upward compared to the previous plan and aligned with the Bank’s
interim targets.

In terms of fiscal policy, the MTP forecasts a central government budget deficit of 3.6% of GDP for
2025, up from 3.1% in the previous plan. Finance Minister $imsek has already cautioned that this
year's deficit target may not be met due to weaker-than-expected revenue performance. The plan
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anticipates gradual improvement, with the deficit narrowing to 2.8% of GDP by 2028 - still higher
than previously projected in last year's MTP. While the government signals fiscal discipline by
keeping the deficit (excluding earthquake-related spending) near the Maastricht threshold of 3.0%,
a notable increase in primary spending and interest payments is expected next year. This rise,
however, is projected to be offset by stronger revenue generation. Policymakers have emphasised
that fiscal policy will support disinflation, suggesting reduced reliance on inflationary measures
such as administered price hikes and tax increases. Still, the combination of subdued public
investment - capital expenditures and transfers are set to decline by 0.2% to 2.4% of GDP - and
relatively strong current spending may not bode well for long-term growth prospects.

Externally, the government projects a current account deficit of 1.4% of GDP in 2025, with a
gradual decline to 1.0% by 2028. However, the growth path envisioned in the plan raises questions
about the feasibility of achieving this external adjustment.

Finally, regarding exchange rate assumptions, Vice President Yilmaz clarified that the USD/TRY
projections in the MTP are based on market expectations for this year. For subsequent years, the
plan relies on inflation differentials, assuming no real change in the currency’s value.

Overall, Vice President Yilmaz acknowledged the short-term trade-off between inflation and
growth, reiterating the government’s commitment to curbing inflation without triggering a
recession. While the new MTP offers more realistic projections than its predecessor,
attaining the goals of external adjustment and disinflation remains a challenge, in our view.
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Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this report or effect transactions in any security
discussed herein should contact ING Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of ING, and
which has accepted responsibility for the distribution of this report in the United States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit www.ing.com.

Snap | 8 September 2025


https://www.ing.com

