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Foreword

As the Central Bank of the Republic of Turkiye, we closely monitor financial stability issues
and publish the biannual Financial Stability Report as a platform to share a summary of
the recent developments with the public.

Since the previous issue of the report, tight financial conditions have continued to
support the balancing of domestic demand and the disinflation process.

As a result of our tight monetary policy stance, loan growth has been moderate,
consistent with the disinflation process. Loan and deposit pricing have been in line with
the changes in the policy rate and expectations. The steps we have taken within the
macroprudential framework, which we use as a complementary tool for the policy rate,
have slowed foreign currency loan growth and strengthened the monetary policy
transmission. Meanwhile, the tight financial conditions impacted asset quality indicators
to some extent, with retail loans diverging negatively from corporate loans.

Amid restored stability following the fluctuations in financial markets in the first quarter,
demand for Turkish lira assets increased, the share of Turkish lira deposits remained
stable at high levels, and the CBRT reserves continued to rise. Account openings and
renewals for FX-protected deposits were terminated, and the balance of these accounts
has receded to relatively low levels.

Despite heightened global uncertainty and geopolitical risks, the sovereign risk premium
improved further, contributing to the favorable outlook in external financing conditions
for banks and the corporate sector. Alongside the banks' improved profitability outlook,
strong liquidity and capital buffers have also contributed to macro-financial stability.

| hope that the 41 volume of our Financial Stability Report, which covers the latest
developments regarding financial stability, will be of benefit to all readers.

Fatih KARAHAN, Ph.D.

Governor
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