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I. Overview 

 

Volatility persisted in financial markets due to global uncertainty and geopolitical risks, resulting in 

elevated interest rates in advanced economies (AEs). Ongoing uncertainties in trade policies and long-

term inflation expectations in the US have caused the US Dollar to weaken against the currencies of other 

advanced economies, while the precious metal prices have reached historic highs. 

Loan growth follows a moderate course as a result of the tight monetary stance. Commercial loan 

growth remains almost flat. The share of Turkish lira (TL) in the composition of commercial loan growth 

increased, driven by the slowdown in foreign currency (FX) loan growth. Retail loans raised total loan growth, 

driven by the notable impact of personal credit cards (PCCs) and general-purpose loans (GPLs). With the tight 

monetary policy stance and measures against FX loan growth, total loan growth is expected to maintain its 

moderate course. 

Asset quality outlook has shown limited deterioration, while the divergence between retail and 

commercial NPL ratios continues. The rise in the retail NPL ratio was driven by GPL and PCCs, but the debt 

restructuring facility that became effective in July curbed the pace of this rise. NPL ratio for SME loans are 

relatively high compared to other commercial loans. Banks maintain their high provisioning policy, which 

contains the impact of credit risk on balance sheets. 

The corporate sector’s financial debt to GDP ratio remains below its historical average and peer-

country benchmarks. Growth limits on Turkish lira commercial loans and tight financial conditions 

restrained TL indebtedness. In addition, FX indebtedness has increased, facilitated by relatively lower FX 

borrowing costs and greater access to FX loans abroad. Following the measures such as reducing the FX loan 

growth limit to 0.5% and introducing the Resource Utilization Support Fund (KKDF) levy on domestic FX loan 

usage, the upward trend in net FX open positions has moderated. Furthermore, the fact that the rise in FX 

indebtedness is predominantly concentrated among firms with FX revenues helps mitigate exchange rate 

risk exposure. The corporate sector’s external debt rollover ratios continue to remain strong, hovering 

around 150%. 

While the household debt-to-GDP ratio remains low, TL-denominated assets have maintained their 

weight in the composition of financial assets. The share of PCC and overdraft account (ODA) balances in 

household financial debt is increasing, while that of housing and vehicle loans remains low. Tight financial 

conditions and maturities below historical averages in retail loans cause an increase in the credit risk of 

individuals with debt/income mismatches. While households' preference for TL deposit accounts remains 

strong, the share of FX-protected deposits (KKM) declined. Moreover, households still tend to diversify their 

savings with alternative financial assets such as mutual funds and pension plans. 

Banks' TL and FX liquidity buffers remain strong. The trend in the liquidity coverage ratio (LCR) and the 

loan-to-deposit (LTD) ratio confirms the positive outlook for the liquidity position, indicating a stable funding 

structure. Steps taken in the policy rate and macroprudential policy set after March following the fluctuations 

in the financial markets have restrained the uptrend in FX deposits, boosted capital inflows, strengthened 

reserves, and once again led to excess TL liquidity in the system. Despite volatility in TL liquidity, the 

effectiveness of monetary transmission is supported through active liquidity management.  

External financing conditions of banks remain favorable, and the improvement in external borrowing 

quality has become more pronounced. Banking sector external debt has been growing, accompanied by a 

rise in average maturities in external financing transactions. Despite uncertainties in global markets, foreign 

investors continue to show interest in banks’ debt instruments, and issuances of subordinated debt and 

Eurobonds improve the composition of borrowing. Syndicated loans maturing in 2025 are being renewed at 

higher rollover rates and lower borrowing costs. In the upcoming period, FX loan growth and global financial 

conditions are expected to play a determining role in the amount of external borrowing. 

The sensitivity of bank balance sheets to TL and FX interest rate shocks is limited. The shortening in 

maturities of banks’ fixed-rate loans and securities has reduced the maturity mismatch between interest rate-

sensitive assets and liabilities, and curbed the impact of possible interest rate shocks on bank balance sheets. 

Furthermore, the banking sector continues to hold an FX long position within regulatory limits.  
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Banks’ profitability that had remained flat in the first half of the year, recovered during the third 

quarter due to the policy rate cuts. The net interest margin declined in the second quarter of 2024 amid 

rising funding costs. The policy rate cuts in the second half of the year passed through to TL loan and deposit 

rates in line with expectations, while the interest rate spread between stock loans and deposits widened due 

to shorter maturity of deposits. This development elevated net interest income and boosted banks’ 

profitability performance. Furthermore, the strong course of banking fees, commissions and service 

revenues continues to support profitability, while the rise in credit risk costs limits further improvement. 

The banking sector's capital adequacy ratios are supported by retained earnings and the issuance of 

subordinated debt instruments. Holding capital buffers above the regulatory minimums enhance banks’ 

resilience against potential short and medium-term risks and also contributes to their lending capacity. In 

addition to capital buffers, banks’ loss-absorbing capacity is also supported by the banks’ free provisions.  


