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Rationale

Türkiye is identified annually as a material country for the Spanish and euro area banking systems. 

Moreover, both are linked to Türkiye by major trade and financial flows. It is therefore important to 

monitor the country’s macro-financial situation and main weaknesses.

Takeaways

• The Turkish economy has continued to post very high, albeit slowing, inflation rates since late 2022,

and economic activity has slowed, against a background of sizeable external financing needs, foreign

currency debt and low international reserves.

• Fiscal policy kept the country’s accounts healthy in 2022, although a significant downturn is expected

in 2023. In terms of monetary policy, the Central Bank of the Republic of Türkiye cut the policy interest

rate again in February, with the real interest rate standing at -35.2% in April.

• The banking system remains healthy, although some indicators have worsened. Furthermore, to keep

credit growth in check and encourage more widespread use of the lira in the financial system, the

macroprudential and regulatory measures introduced in 2021 and 2022 remained in place and were

strengthened.
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Introduction

In accordance with the guidance provided by the European Systemic Risk Board (ESRB),1 Türkiye 

has been identified for another year by the Banco de España as a material country for the Spanish 

banking system,2 largely due to the BBVA Group’s credit exposures to this country through its 

subsidiary bank Garanti (of whose capital it holds an 85.97% stake). 

Garanti is Türkiye’s second-largest private bank and the fifth largest if state-owned banks are 

also included. As at 31 March 2023, Garanti’s assets accounted for 9% of total BBVA Group 

assets and its contribution to the BBVA Group’s net profit was 11.6% (€277 million), compared 

with 6.9% for 2022 as a whole (the profit increase was mainly the result of the revaluation of fixed 

assets due to a change in Turkish tax law). Meanwhile, it is worth remembering that hyperinflationary 

accounting has been applied since 1 January 2022,3 which had a negative impact on the net 

profit in Q1 of -€493 million (-€2,073 million in 2022 as a whole).

The Spanish and Turkish economies are also linked by major bilateral trade and financial flows. 

With regard to foreign trade, by 2022 data, 1.7% of total Spanish exports went to Türkiye, while 

the stock of Spanish foreign direct investment (FDI) in Türkiye amounted to 1.25% of the total in 

2022. Türkiye is also a material country for the banking systems of the overall euro area and is 

likewise relevant in terms of trade. The flow of exports from the euro area to Türkiye accounted 

for 1.5% of the total in 2022 (see Table 1).

This article first analyses economic and financial developments in Türkiye since end-2022, which 

have been particularly shaped by the impact of economic policies in an environment of very high 

inflation. It goes on to examine the economic policies implemented over this period and ends with 

a review of the state of the Turkish banking system.

Economic and financial developments

Very high inflation continued to be the most notable feature of the Turkish economy, although it 

has been falling significantly following the year-on-year peak of 85% in October 2022. In May 2023 

it had eased to 39.6%, still far from the medium-term annual target rate set by the Central Bank 

of the Republic of Türkiye (CBRT) (5% ± 2 pp) (see Chart 1.a). By component, the easing of inflation 

is largely the result of energy and food prices, which have corrected significantly from their highs 

1 European Systemic Risk Board (2015).

2 This identification exercise is based on the Banco de España’s competence to set countercyclical capital buffer rates for domestic 
banking institutions according to their credit exposures to material third countries in response to certain financial stability risks. The 
methodology for identifying material third countries can be found in Banco de España (2017).

3 In line with IAS 29 (International Financial Reporting Standards: Financial Reporting in Hyperinflationary Economies), the audit firms 
publicly declared that hyperinflation accounting should be applied in Türkiye as from 30 June 2022, with effect as from 1 January 2022.
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of 2022. Meanwhile, core inflation has fallen much less, standing at 46.6% in May, compared with 

70.5% in October  2022. Although inflation expectations have been revised downwards, they 

remain very high and outside the short, medium and long-term target range. According to the 

CBRT’s survey of market participants,4 one-year-ahead expectations stood at 29.8% (see 

Chart 1.b), two-year-ahead at 17.7% and five-year-ahead at 8.2%.

As well as smaller rises in commodity prices, the recent easing of inflation is also down to base 

effects, owing to the stabilisation of the exchange rate in the wake of the lira’s sharp depreciation 

between end-2021 and mid-2022, which caused import prices to surge. The easing of global supply 

chain issues and reduced transportation costs have also contributed to lower inflation. However, 

certain internal factors have continued to exert upward pressure on inflation, such as the resilience of 

private consumption supported by robust nominal credit growth, as well as increases to the minimum 

wage5 (a 55% hike in January 2023) and public sector wages6 (up 30% in the first half of 2023). 

4 Central Bank of the Republic of Türkiye (2023a).

5 The minimum wage, which affects nearly two-thirds of overall formal employment, has been raised four times since 2021: 20% in 
January 2021, 50% in January 2022, 30% in July 2022 and 55% in January 2023. Organisation for Economic Co-operation and 
Development (2023).

6 The number of public sector employers in Türkiye rose to slightly over two million in March 2023 – 6.7% of formal employment.

SOURCES: BIS, IMF, World Bank, OECD, Ministerio de Industria, Comercio y Turismo and Banco de España.

a Data for 2022 (trade balance and IIP in FDI for Spain), 2021 (services balance and IIP in FDI for the euro area) and June 2022 (IIP in portfolio investment).
b Euro area and Spanish data for 2022 Q3.
c Turkish data for 2022 Q3.

Exposure to Türkiye of Spain and the euro area (a)
Table 1

gniknaRnb€

Relevance of Türkiye for: Euro area Spain Euro area Spain Euro area Spain Euro area Spain

315107.164.115.016.01.72.68sdoog fo stropxE

018140.223.127.075.01.015.08sdoog fo stropmI

721325.036.040.090.06.06.21secivres fo stropxE

719219.006.050.080.07.02.11secivres fo tropmI

International investment position
FDI: assets 49.4 7.3 0.34 0.52 0.27 1.25 44 17

International investment position
FDI: liabilities 21.1 0.0 0.14 0.00 0.14 0.00 47 79

International investment position
portfolio investment: assets 17.6 0.2 0.12 0.01 0.08 0.02 51 42

International investment position
portfolio investment: liabilities 0.2 0.0 0.00 0.00 0.00 0.00 64 53

Credit exposure to Türkiye of banks
reporting to the BIS (b) 95.5 54.6 0.68 3.90 0.90 2.87 26 12

Turkish banks' claims on euro area
and Spanish residents 6.0 0.0 0.04 0.00 0.08 0.00 20 24

Turkish residents' debt with euro area
and Spanish banks (c)

95.5 54.6 10.55 6.03 64.86 37.09 — 1

% of GDP % of the total
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Beyond the inflation expectations based on the CBRT’s surveys, major international organisations 

expect the easing in inflation to slow down in the next two years or even come to a halt, settling 

between 45% and 50% in 2023 and between 35% and 40% in 2024, with upside risks predominating 

(according to the International Monetary Fund (IMF) and the Organisation for Economic Co-

operation and Development (OECD)).7 With the lira recently coming under increased pressure, 

uncertainty surrounds future movements of the exchange rate. This is compounded by the 

potentially inflationary impact of new government spending measures (e.g. the 36% increase to 

the minimum pension announced for mid-2023 and another minimum wage hike – of 45% – in 

July) and the possible adverse effect on food prices of the February earthquakes, which struck 

major agricultural areas.

Turkish financial markets have shown more stable performance since summer 2022 (see 

Charts 1.b, 2.b and 3.a). For example, the Turkish lira lost just 5% of its value against the US dollar 

between early 2023 and May  2023 in comparison with the 50% depreciation between 

7 International Monetary Fund (2023a) and Organisation for Economic Co-operation and Development (2023).
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DSOURCES: Thomson Reuters, CBRT and Turkish Statistical Institute.

a The contribution of the components is measured as the rate of change of each component multiplied by its weight in the CPI.

Inflation has been slowing since late 2022 owing to a strong base effect and falling energy prices
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1.a  Contributions to year-on-year inflation (a)

1.b  Inflation, policy interest rate and exchange rate

Headline inflation (three-month
average rate of change, annualised)

Headline inflation

Core inflation

Food and non-alcoholic beverages

Energy

Lira/dollar (right-hand scale)

Average cost of CBRT funds

One-year-ahead inflation expectations

Inflation

0

20

40

60

80

100

120

2018 2019 2020 2021 2022 2023

% year on year and pp %

2.5

5.0

7.5

10.0

12.5

15.0

17.5

20.0

22.5

25.0

0

10

20

30

40

50

60

70

80

90

2018 2019 2020 2021 2022 2023

% year on year, % Lira/dollar

D
O

W
N

LO
A

DSOURCES: Thomson Reuters, CBRT and Turkish Statistical Institute.

a The contribution of the components is measured as the rate of change of each component multiplied by its weight in the CPI.

Inflation has been slowing since late 2022 owing to a strong base effect and falling energy prices
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September 2021 and June 2022. However, the lira has again depreciated in recent weeks as a 

result of the May elections and their outcome. Following the Ministry of Finance’s announcement 

of possible changes in economic policies that are yet to be defined, the financial markets reacted 

with an uptick on the stock market and a marked drop in sovereign bond spreads. The lira, 

however, has continued to fall against the dollar in response to the need to correct the significant 

real effective exchange rate appreciation resulting from high inflation – a cumulative 35% (with 

producer prices) between early 2022 and April 2023 (see Chart 2.a). This has led to a notable drop 

in the economy’s competitiveness. 

The Turkish authorities’ “liraisation” strategy, which is intended to boost the share of the lira in 

financial assets and liabilities,8 has contributed to the increased stability of the lira and other 

financial assets and the drop in deposit dollarisation (a standard way of protecting savers). In 

addition to the measures introduced in 2021 and 2022 as part of this strategy,9 the target ratio of 

lira bank deposits to total deposits was raised from 50% to 60% in January 2023. Likewise, the 

cost of foreign currency deposits was increased, with the percentage requirement for holdings of 

government-issued lira-denominated bonds rising from 5% to 10% of said deposits10 and the 

reserve requirement for lira deposits with a maturity beyond three months being lowered to zero.

In this setting, the downward trend in foreign currency bank deposits has continued, falling from 

53% of the total in October 2022 to 40.1% at mid-May 2023. If the foreign exchange-protected 

deposits (which have been rising since late 2023 and whose upper interest rate limit was removed 

in late March 2023) introduced as part of the liraisation strategy are included here, the percentage 

drop is smaller, falling from 70% to 64.2%, although the 6 pp rebound in April-May should be 

noted (see Chart 3.c).

The growth rate of housing prices has slowed somewhat, although they continue to rise steeply 

(see Chart 3.b) outpacing inflation (133% year on year in March 2023). Housing prices are affected 

by demand for an asset sheltered from the effects of inflation and have been driven mainly by 

purchases without a mortgage (which accounted for nearly 80% of the total in Q1), but also by 

other factors, such as rising construction costs and the moderation of the housing supply. 

In terms of economic activity, the Turkish economy slowed down in 2022 H2 and 2023 Q1, with 

year on year GDP growth of around 4%, following much more robust growth in 2022 Q1 – around 

7.5% year on year (see Table 2 and Chart 4.b). This was the result of a sharp decline in investment 

and the negative contribution of net exports, weighed down by the real appreciation of the 

exchange rate, while private consumption remained more buoyant, thanks to positive performance 

from employment and wages, as noted above, as well as the broad fiscal impulse resulting from, 

among other factors, the measures put in place to protect households from high energy prices 

and the pre-election measures approved in early 2023.

 8 Sanchez Pastor (2023) and Central Bank of the Republic of Türkiye (2022a).

 9 Such as foreign exchange-protected deposits and the requirement for Turkish firms to convert 40% of their foreign income to lira 
with the CBRT.

10 A certain discount is triggered when the proportion exceeds 60% or 70%. Central Bank of the Republic of Türkiye (2023b). 
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SOURCE: Thomson Reuters.

a Constructed using the Producer Price Index.
b JPM EMBI Global-Stripped Spread.

An appreciating exchange rate and easing of financial tensions
Chart 2

2.a  Turkish lira effective exchange rates
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The more moderate growth rate in activity looks likely to continue in upcoming quarters as a 

result of the expected softening of domestic demand and weaker growth in external demand. In 

addition, the disruptions caused by the earthquakes in the south-east of the country in early 
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a Constructed using the Producer Price Index.
b JPM EMBI Global-Stripped Spread.
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February will likely hamper GDP growth in 2023 by around 0.8 pp, according to IMF forecasts,11 

while reconstruction spending will lift GDP in 2024 by around 0.6 pp. Against this background, the 

IMF expects Türkiye’s GDP growth to slow from 5.6% in 2022 to 2.5% in 2023, before picking up 

in 2024 to 3.5% (see Chart 4.c).

11 International Monetary Fund (2023b).

SOURCES: Thomson Reuters and Turkish Banking Regulation and Supervision Agency. D
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Moderation in stock market growth, easing housing prices and falling foreign currency deposits
Chart 3
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Moderation in stock market growth, easing housing prices and falling foreign currency deposits
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In terms of Türkiye’s external vulnerabilities, the current account deficit widened significantly in 

2022 – a pattern that continued in early 2023, reaching as high as 6.2% of GDP in March in 

12-month cumulative terms. This represents a marked deterioration with respect to the average 

of 2.7% of GDP in the period 2015-2021 (see Chart 5.a). The downturn in recent months can 

broadly be explained by greater buoyancy of imports relative to exports (affected by the lira’s 

loss of real competitiveness), despite the significant drop in the energy deficit owing to the fall in 

energy prices and strong tourism receipts. Within imports, it is worth noting the growing 

importance of gold imports (increasingly sought-after as a safe-haven asset), which grew to 

slightly more than 3% of GDP in Q1, although this factor is expected to decline given the 

restrictions put in place in February 2023. The external deficit in 2022 was fundamentally financed 

by inflows of other investments (mainly commercial loans), alongside a significant volume of 

SOURCES: CBRT and Thomson Reuters.

a Year-on-year change, unless otherwise indicated.
b Levels.

Main economic indicators (a)
Table 2

2020 2021 2022 2022 Q2 2022 Q3 2022 Q4 2023 Q1

0.45.30.48.76.54.119.1PDG

3.09.01.0-8.17.0)q-o-q( PDG

3.79.66.33.52.55.63.7dnamed citsemoD

2.611.614.024.227.913.512.3noitpmusnoc etavirP

3.50.97.46.12.56.25.2noitpmusnoc tnemnrevoG

9.46.28.0-3.58.24.74.7tnemtsevni latipac dexiF

3.0-3.3-4.214.611.99.424.41-stropxE

4.412.019.118.59.74.27.6stropmI

3.454.771.181.473.276.913.21secirp remusnoC

2.052.363.563.553.753.812.11noitalfni eroC

1.827.418.79.212.015.513.3)EGBI( selas liateR

Consumer confidence index (b) 81.0 79.0 71.3 66.1 70.9 76.1 80.6

9.653.758.462.256.357.120.92tiderc latoT

5.0-4.03.35.112.65.612.2noitcudorp lairtsudnI

2.54.50.64.88.67.78.4-tnemyolpme latoT

Unemployment rate (% of labour force) 13.1 12.0 10.5 10.7 10.0 10.2 9.9

7.5114.7017.3015.275.787.930.7segaW

Current account balance (% of GDP) -4.4 -0.9 -5.3 -3.0 -4.6 -5.3 -5.6

1.01-9.9-0.9-9.6-9.9-6.3-3.5-)PDG fo %( ecnalab edarT

3.1614.6610.3515.3414.6617.6510.821)nb$( sevreser lanoitanretnI

Central government primary balance (% of GDP) -0.8 -0.2 1.1 1.6 0.6 1.1 -0.5

Central government total balance (% of GDP) -3.4 -2.7 -0.9 -1.3 -0.9 -0.4 -2.0

Public sector gross debt (% of GDP) 35.9 37.9 26.9 33.6 29.3 26.9 26.2

9.4744.9946.7562.8753.6756.7842.475)pb( daerps ngierevoS

Exchange rate against $ (period average) 7.0 8.8 16.6 15.8 17.9 18.6 18.9

Exchange rato against € (period average) 8.0 10.4 17.4 16.8 18.1 19.0 20.2

Policy interest rate (1-week repo auction) 17.0 14.0 9.0 14.0 12.0 9.0 8.5
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SOURCES: Turkish Ministry of Treasury and Finance, Turkish Statistical Institute and IMF.

a April 2023 IMF forecasts in the World Economic Outlook (the diamonds denote the October 2022 forecasts). D
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The Turkish economy has slowed since 2022 H2 and the outlook for growth is down
Chart 4
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errors and omissions12 and, to a much lesser extent, inflows of foreign direct investment (see 

Chart 5.b). 

Türkiye’s negative net international investment position has improved in the last two years, from 

-54% of GDP at beginning-2021 to -28% at end-2023. This is mainly the result of the fall in the 

value of its liabilities, particularly in terms of foreign direct investment (see Chart 6.1), although 

Türkiye is still heavily dependent on external financing. Gross external debt stood at 52.4% of 

GDP at end-2022 (53.8% in 2021), of which half is accounted for by the public sector.

In terms of the exchange rate exposure of Turkish non-financial corporations, the liraisation 

strategy has led to a narrowing of the gap between corporate long-term financial assets and 

liabilities denominated in foreign currencies, owing to reduced domestic bank lending in such 

12 It is thought that this item’s sharp rise in 2022 was the result of, among other things, capital repatriation from offshore locations (not 
recorded under other items) by Turkish residents and capital brought in by citizens of other countries (Russia). In the early months 
of 2023, the contribution of errors and omissions has fallen significantly and, in turn, international reserves can be seen to have 
fallen (see Chart 8.b).

SOURCES: Thomson Reuters, CBRT, Turkish Ministry of Treasury and Finance and Turkish Statistical Institute.
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SOURCES: Thomson Reuters, CBRT, Turkish Ministry of Treasury and Finance and Turkish Statistical Institute.

a (A) assets; (L) liabilities.
b Short-term external loans include long-term external loans falling due within a year. However, short-term domestic loans do not include long-term 

bank loans falling due within a year.
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currencies, given measures such as the ban on lending in foreign currencies to firms whose 

foreign currency assets exceed TRY 10  million or 5% of their total assets. In the short term, 

although the share of bank deposits in foreign currency has also dropped as a result of the 

liraisation measures, firms’ foreign currency financial assets continue to outweigh their financial 

liabilities (see Charts 6.b and 6.c). That said, the currency mismatch risk remains for some firms 

that have foreign currency debt but have income in lira.

Economic policies

The 2022 performance of Türkiye’s fiscal accounts was strongly affected by rising inflation and 

robust activity, which drove an increase in nominal GDP and revenue above expenditure, such 

that the general government deficit appears to have dropped from 4% of GDP in 2021 to 1.6% in 

2022, according to the IMF’s most recent estimations,13 while the central government deficit fell 

by nearly 50% in the same period (see Chart 7.a). The general government debt ratio appears to 

have dropped from 41.8% of GDP in 2021 to 31.2% in 2022, according to the IMF. 

However, in 2023 Q1, the public deficit recorded a marked downturn. This is expected to continue 

throughout the rest of the year owing, among other factors, to the downturn in the economy itself 

and to the easing of inflation, which will act as a drag on government revenue, along with the 

fiscal stimulus measures approved or announced prior to May’s presidential elections (such as 

the above-mentioned hikes to public sector wages and minimum pensions, the early retirement 

plan and tax cuts). In addition, there will be increased outlay on reconstruction in the wake of the 

earthquake (adding 2.5  pp to GDP in 2023-24, according to the IMF).14 Thus, the general 

government deficit could stand at around 6.5% of GDP in 2023, according to the IMF’s April 

outlook, compared with 5.6% in its October 2022 projections. According to the IMF, the general 

government debt will rise to 35% of GDP. Furthermore, the public accounts are subject to several 

future contingencies, such as the need to cover potential losses incurred by state-owned 

enterprises or the cost of foreign exchange-protected deposits, which shift exchange rate risk 

onto the public sector. 

Government debt instruments have undergone changes in recent years, with maturity dates being 

pushed back (see Chart 7.b) and long-term interest rates in local currency falling significantly. 

These shifts are partly the result of the macroprudential and regulatory measures introduced in 

connection with the liraisation and credit monitoring measures and they caused the government 

debt held by the banks to increase to 78.2% of the central government’s domestic debt in 

March 2023, reinforcing the sovereign-bank nexus (see Chart 7.c). Notable among these measures 

are the hike in the percentage of government debt required as collateral for CBRT lira-denominated 

financing (to 50%), the replacement of reserve requirements for corporate loans (introduced in 

2022) with the requirement to hold lira-denominated bonds (affecting loan stock as well as the 

13 Data from the Fiscal Monitor April 2023 (International Monetary Fund, 2023c). In its October 2022 projections, the IMF forecast a 
deficit of 4.2% of GDP in 2022 and government debt of 37.5% of GDP.

14 International Monetary Fund (2023b).
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flow of new loans), and the obligation (as part of the deposit reserve requirements) to hold a 

percentage of lira-denominated bonds that varies (and rises) in line with the ratio of foreign 

currency deposits to total deposits. Nonetheless, the proportion of foreign currency debt has 

grown, now accounting for around two thirds of the total, (see Chart 7.b).

SOURCES: Thomson Reuters and Turkish Ministry of Treasury and Finance. D
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Public finances improved in 2022 and are healthy but worsen in 2023
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In terms of monetary policy, the CBRT cut the policy rate again in February 2023 by 50 basis 

points (bp) to 8.5%, following an accumulated reduction of 500  bp between August and 

November 2022 (see Chart 8.a). Thus, in spite of easing inflation, real interest rates remain deep 

in negative territory, at -31.1% ex post and -21.3% ex ante (with one-year-ahead inflation 

expectations). This gives an idea of the highly expansionary nature of the monetary policy 

(according to the IMF, the natural real interest rate would be around 3-4%)15 and stands in contrast 

to what can be seen in other emerging market economies (see Chart 8.b).

Furthermore, as noted in the previous report,16 the CBRT introduced a measure in August 2022 

to narrow the widening gap between its policy interest rate and corporate lending rates, by forcing 

credit institutions to hold a certain percentage of the amount lent in lira-denominated bonds – the 

percentage varying according to the difference between these two interest rates.17 However, 

other interest rates, such as those on deposits or loans to consumers, have risen sharply in 

recent weeks, straying ever further from the policy rate (see Chart 8.a).

In spite of the measures introduced under the liraisation strategy18 and tourism’s strong showing, 

the central bank’s foreign exchange reserves remained very low in 2022 (although there was a 

slight increase over the course of the year) and even entered negative territory once net reserves 

were considered excluding swaps with commercial banks and other central banks. Furthermore, 

they fell even further in early 2023 (see Chart 8.b), partly since they were used to finance the 

current account deficit. In addition, readily available reserves are fairly scarce – 35% are gold and 

15% are currencies considered less easily convertible – and are largely held by commercial banks 

(deposits and swaps).  

The banking sector

The Turkish banking sector remains healthy, although indicators have performed unevenly since 

mid-2022. In addition, the macroprudential and regulatory framework has become more complex, 

which could distort price setting and portfolio allocation. 

With respect to indicators of the banking system’s health, the liquidity position remains 

comfortable, with loan-to-deposit and asset-to-short term liabilities ratios holding relatively 

stable in recent months (see Chart  9.a). The non-performing loan ratio has continued to 

decrease (to 1.8% in March), although provisions have continued to increase (see Chart 9.b). 

The sector’s profitability improved significantly in 2022. Return on assets19 rose from 1.32% in 

December  2021 to 3.66% in December  2022. Lastly, the solvency ratio remains above the 

regulatory limits, although the capital adequacy ratio fell to 17% in January 2023. It later rallied 

15 International Monetary Fund (2021).

16 Sánchez Pastor, Paula (2023).

17 They must hold 20% of the amount lent when the compound annual interest rate is more than 1.4 times the benchmark rate. If the 
rate applied is more than 1.8 times the benchmark rate, they must hold 90% of the amount lent.

18 Central Bank of the Republic of Türkiye (2023c).

19 Ratio of total income to total assets, calculated as the annual cumulative profit divided by 12 months’ average equity or assets.
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to 17.7% in March following the Turkish government’s capital injection of $5.8 billion into state-

owned banks, the least capitalised ones, in order to allow them to continue granting loans (see 

Chart 9.c).

SOURCES: Thomson Reuters, CBRT and Turkish Statistical Institute.

a Gross reserves = gold and foreign currency. Net reserves = gross reserves - reserve requirements (gold and foreign currency) - public sector foreign 
currency deposits. Net reserves excluding swaps = net reserves - gold swaps and foreign currency swaps. D
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The CBRT has lowered its policy interest rate, against a backdrop of soaring inflation and scarce international reserves
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The CBRT has lowered its policy interest rate, against a backdrop of soaring inflation and scarce international reserves
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With regard to credit developments, lending by both state-owned and private banks to households 

has risen in real terms since late 2022,20 although unevenly across components. While some items, 

such as mortgage and general purpose loans, have fallen, these declines have been more than offset 

20 Mortgages account for 25% of total consumer credit, credit cards 28%, general-purpose loans 44% and auto loans 3%.

SOURCE: Turkish Banking Regulation and Supervision Agency.

The banking sector remains healthy
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by the rise in auto loans and credit card use. Thus, macroprudential measures21 were introduced in 

June 2022 to reduce the maturity periods of consumer loans, increase the minimum monthly payment 

on credit cards for amounts over TRY 25,000 and cut the loan-to-value ratio for mortgages. Loans to 

firms from state-owned banks rose, but this was not the case for loans from private banks, which 

continued to fall, influenced by the control measures in place (see Charts 10.a and 10.b). 
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