


Growth

@ Theannualinflation rate in the United Kingdom increased to 0.5% in September of 2020 from a near 5-year low of
0.2% in August, matching market expectations.

@ still, itis the biggest contraction since comparable records began in 1956 and the second consecutive quarterly
decline in GDP, officially entering a recession, amid a widespread disruption to economic activity due to the

coronavirus pandemic and the government's efforts to contain it.

@ Fixed investment fell 26.1%, below a 27% drop in the preliminary estimates while household spending sank at a faster

26.2% (vs 25.2%).
GDP Annual Growth
5
t.B 1.6 1.1 1.2 1.4 1.2 1.7 1.2 | ]
R vNEE wwes TUESS WO OTRSR TR weeeewn  wecnn .
-2.1
-5
=10
-15
-20
L1.3
-5
Jusl 2007 Jamn 2018 Jul 2018 Jan 2019 Jud 201D Jan 300 Jwl 2020

1b TURKISHBANK



Inflation

@ Theannualinflation rate in the United Kingdom slowed sharply to 0.2% in August of 2020 from 1% in July, compared
to forecasts of a flat reading.

@ Itisthe lowest reading since December of 2015, amid a big fall in prices in restaurants and cafes, arising from the Eat
Out to Help Out Scheme (-2.8% vs +1.8% in July). Other downward contributions came from lower air fares (-20.6% vs
-1.9%) and clothing prices (-1.6% vs a flat reading). ,

@ Thelargest, partially offsetting, upward contributions came from games, toys and hobbies (3.8% vs 1.6%);
accommodation services (-1.8% vs -3.8%); road transport services (9.8% vs 5%) and second-hand cars (5.2% vs 2.5%).
On a monthly basis, consumer prices fell 0.4%, the biggest drop since January of 2019.
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Unemployment Rate

@ The UK unemployment rate increased to 4.5% in the three months to August 2020 from 4.1% in the previous period and
above market expectations of 4.3%.

OIt was the highest jobless rate since the three months to May 2017, as the coronavirus pandemic hit the labour market.

OFor June to August 2020, an estimated 1.52 million people were unemployed, up 209,000 on the year and up 138,000 on
the quarter. The number of people temporarily away from work rose to almost 7.3 million people in April to June 2020 but
has fallen to 6.4 million people in June to August 2020.
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Policy Rate

® The Bank of England voted unanimously to maintain the Bank Rate at a record low of 0.1% and the size of its bond-
buying program at £745 billion during its September meeting.

@ Policymakers noted that domestic economic data have been a little stronger than expected in August, while the
outlook for the economy remains unusually uncertain due to the coronavirus pandemic and recent Brexit
developments, leaving the door open to negative interest rates and more QE.

@ The central bank also noted that it does not intend to tighten monetary policy until there is clear evidence that
significant progress is being made in eliminating spare capacity and achieving the 2% inflation target sustainably.
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Region: United Kingdom »
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Public Sector Debt

@ Public sector net debt, excluding public sector banks, hit an all-time high of GBP 2.06 trillion in September 2020.

@ Thatequated to 103.5% of GDP, the highest as a share of the economy since the 1960-61 financial year, as the
government stepped up efforts to support the economy hit by the pandemic.

@ Attheend of September, there was GBP 1.74 trillion of central government gilts in circulation (including those held by
the Bank of England (BoE) Asset Purchase Facility Fund).
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United Kingdom Nationwide Housing Prices

@ The Nationwide House Price Index in the UK increased 5.8% year-on-year in October 2020, the most since January
2015 and beating market consensus of a 5.2% rise.

@ Datasuggests that the economic recovery has lost momentum in recent months with economic growth slowing
sharply to 2.1% in August, down from 6.4% in July, despite a strong boost to the hospitality sector from the Eat Out to

Help Out scheme, which has since expired.

@ Behavioral shifts, as a result of Covid-19, may provide support for the housing market activity, while the stamp duty
holiday will continue to provide a near term boost by bringing purchases forward." he added.
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Mortgage Lendmg

@ Net mortgage borrowing by UK households was GBP 4.8 billion in September 2020, higher than the revised GBP 3.0
billion in August and above market forecasts of GBP 3.796 billion.

@ Mortgage borrowing troughed at GBP 0.2 billion in April, but has since recovered reaching levels slightly higher than
the average of GBP4.0 billion in the six months to February 2020.

@ Theincrease on the month reflected higher gross borrowing of GBP 20.5 billion, although this remains below the
February level of GBP 23.4 billion.

United Kingdom Mortgage Lending
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GBP/USD & EUR/GBP

© The UK announced a nationwide quarantine to reduce the jump in coronavirus cases. GBP / USD is under pressure as
the uncertainties continue on the Brexit negotiations side and the increase in coronavirus cases in the UK has taken

tight measures. The pairis trading at the 1.30 level.

The Pound has remained subdued today following news that the UK would be re-entering lockdown as of from
Thursday this week. As a result, Sterling traders are particularly concerned about the possibility that Britain could
enter a double-dip recession. The EURGBP is trading near a two-month low at 0.90.
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GBP/TRY

© GBP/TLrate started the new year at 7.89 levels. Due to the increasing risks of developing countries with the effect of
the epidemic, the parity rose to the level of 8.81 in early April. Turkey's risk premium and exchange rates affect the
geopolitical risks. GBP/TRY rose to as much as 11 level in October
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Disclaimer:

@ While every effort has been made to ensure that the data quoted and used for the
research behind this documentis reliable, there is no guarantee that it is correct,
and TurkishBank and its subsidiaries can accept no liability whatsoever in respect
of any errors or omissions. This document is a piece of economic research and is
not intended to constitute investment advice, nor to solicit dealing in securities or
investments.

O Distribution: Subscribers are free to make copies of our publications for their own
use, and for the use of members of the subscribing team at their business location.
No other form of copying or distribution of our publications is permitted without
our explicit permission. This includes but is not limited to internal distribution to
non-subscribing employees or teams.
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