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INTRODUCTION

The Medium-Term Program (MTP) is the fundamental policy document that provides a
macroeconomic policy framework with a three-year perspective, ensuring consistency of
objectives, policies, and resources among Tiirkiye's Development Plan, Annual Program, and
Central Government Budget. Jointly prepared annually by the Presidency of Strategy and Budget
and the Ministry of Treasury and Finance, and enacted by Presidential Decree, the MTP initiates
central government budget process by being published in the Official Gazette. The Program
includes macroeconomic policies, principles, targets, and key macroeconomic indicators, as well
as projections on the public sector balance, budget balance, revenues, expenditures, debt levels,
and appropriation proposal ceilings of public administrations.

In the MTP, macroeconomic targets determined within the framework of global, regional, and
national economic developments, as well as policies to be pursued in economic and social areas,
are set forth. Within this context, the MTP constitutes a fundamental document that enhances
policy predictability for both the public and private sectors. The MTP is updated annually, taking
into account implementation outcomes and developments in the global and national economy.

The MTP (2026-2028), in accordance with the objectives of the Twelfth Development Plan (2024-
2028), aims for sustainable growth by strengthening macroeconomic and financial stability,
maintaining fiscal discipline, achieving price stability by reducing inflation to single digits in the
medium term, improving R&D and innovation capacity, advancing technological transformation
with a focus on transition to a green and digital economy, strengthening human capital, enhancing
efficiency of the labor market, improving the business and investment environment, and reducing
informality in the economy.

During the program period, the budget preparations of public institutions and organizations, as
well as legislative and administrative regulatory activities and other decision-making and
implementation processes, shall be carried out in accordance with the objectives and priorities
set forth in the MTP.

The policies and concrete measures to be implemented in the first year of the MTP will be detailed
in the 2026 Presidential Annual Program.
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GENERAL OVERVIEW

In the Medium-Term Program (2025-2027), the macroeconomic policy framework and measures
to be followed over the three-year period were set out. Concrete regulations concerning priority
reform areas were scheduled, ensuring that the Program was implemented effectively, in a
coordinated and disciplined manner by the relevant institutions, and has been monitored
accordingly.

Within this framework, the MTP (2025-2027) included 79 measures across five main areas and
27 categories, covering priority reforms in the field of growth and trade, human capital and
employment, price stability and financial stability, public finance, and the improvement of the
business and investment climate. Of the 41 measures scheduled to be completed in the first half
of 2025, 16 of them have been implemented. Measures not yet completed in the first two quarters,
along with those targeted for completion in the third and fourth quarters of 2025, are being closely
monitored to ensure they are finalized within the planned timeline.

When the 2025 macroeconomic targets and developments are evaluated in light of the global and
regional economic conditions, rising uncertainties in the trade environment—particularly
tariffs—have adversely affected global economic activity. Meanwhile, geopolitical developments
have led to volatility in commodity markets. Furthermore, the effects of implemented tariffs on
inflation expectations are delaying interest rate cuts by central banks in developed countries,
especially the U.S. Federal Reserve (Fed). Against this backdrop, downside risks to the global
growth outlook have become more pronounced.

Despite the deterioration in the global growth outlook and rising geopolitical tensions, the policies
and measures outlined in the MTP (2025-2027) have been firmly maintained. The key
macroeconomic indicators included in the Program are expected to achieve their targets to a
significant extent.

The GDP growth rate for 2025, set at 4.0 percent in the MTP (2025-2027), is expected to be
realized at a moderate level compared to the Program’s target, reflecting the adverse impact of
global economic developments on external demand as well as the disinflation process calling for
a tighter policy stance. Meanwhile, developments in domestic demand and the current trajectory
of oil prices are expected to contribute to a more favorable outlook for the current account balance
than initially targeted.

Despite the continued tight stance in macroeconomic policies, the unemployment rate in 2025 is
projected to be lower than the target set in the MTP (2025-2027). Meanwhile, measures taken in
2025 to enhance efficiency and effectiveness have ensured a budget outlook consistent with
spending targets. However, due to the downward trend in revenue forecasts stemming from
changes in macroeconomic aggregates, the budget deficit-to-GDP ratio is expected to exceed the
target.

During the program period, the narrowing of the current account deficit, coupled with the
reduction in external financing requirements, led to a sustained accumulation of reserves. CBRT
reserves reached 178 billion dollars as of August 2025. As part of the exit strategy from the FX-
Protected Deposit (KKM) scheme, the KKM stock decreased by 1.197 trillion TL compared to the
same period of the previous year, falling to 397 billion TL, while its share in total deposits dropped
to 1.7 percent. The share of Turkish lira deposits in total deposits increased from 52.5 percent to
60.7 percent. By the end of August 2025, Tiirkiye's credit risk premium (CDS) declined to below
270 basis points and the upgraded sovereign credit rating also supported the positive outlook.
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In the disinflation process that began in June 2024, tight monetary policy implementation,
rebalancing of domestic demand, and ongoing structural transformation initiatives have
sustained a downward trend in inflation. However, persistent rigidity in services price increases,
which remain strongly indexed to past inflation, along with observed rises in food prices driven
by climatic conditions, have caused inflation to exceed the projections of the MTP 2025-2027.

Within the scope of the transformation steps outlined in MTP (2025-2027), regulations targeting
green and digital transformation have been enacted, alongside additional measures to meet the
industry's demand for qualified labor. Furthermore, efforts to enhance the effectiveness,
economy, and efficiency of public expenditures; promote equity and efficiency in taxation; combat
informality; and improve the business and investment climate have been firmly pursued.

In the MTP covering the 2026-2028 period, the core macroeconomic framework has been
updated in response to global, regional, and national developments, with priority transformation
measures and their implementation schedule for the upcoming three-year period set forth.



Unofficial Translation

I. RECENT DEVELOPMENTS IN THE WORLD AND TURKISH ECONOMY
A. WORLD ECONOMY

In 2024, the global growth outlook maintained resilient performance despite ongoing geopolitical
tensions and uncertainties in trade, while inflation continued its downward trend. Advanced
economies sustained their growth, whereas emerging economies, particularly those in Asia,
experienced a loss of momentum. Major central banks, including the European Central Bank (ECB)
and the U.S. Central Bank (Fed), initiated a cycle of policy rate cuts in 2024, taking into account
growth and inflation dynamics. Meanwhile, central banks in emerging economies adopted a
cautious approach. Policy uncertainty stemming from the U.S. election process in the final quarter
of the year was a significant factor influencing global economic activity.

In the first half of 2025, escalating trade tensions between the U.S. and China, driven by tariff hikes
and retaliatory measures, heightened uncertainty in the global trade system. The U.S.s
announcement of broad-based tariffs prompted responses from several countries, particularly
China, and triggered sharp fluctuations in financial markets. Although these developments
weighed on global growth momentum, front-loaded trade and investment activities supported
growth during this period.

Financial conditions improved relatively in the first half of 2025, with capital flows to emerging
economies picking up. Despite this positive outlook, trade policy uncertainties intensified due to
the postponement of additional tariffs planned by the U.S., and risks to global growth and trade
persisted. While measures taken against the peak global inflation of 2022 yielded some success,
the pace of disinflation has slowed recently. Significant deceleration in goods price inflation
contributed to lower headline inflation, while the rise in services prices remained above average
inflation. Although inflation in major economies has declined from relatively high levels, it has
exceeded expectations, delaying interest rate cuts. The Euro Area and other advanced economies,
where headline inflation has been relatively more aligned with expectations, have progressed
further in the monetary easing cycle compared to the U.S. Many emerging market central banks,
however, continue to exercise caution in lowering policy rates due to external risks.

Two decades before the global pandemic, world growth averaged 3.7 percent, but in line with
recent macroeconomic developments, growth in 2024 was recorded at 3.3 percent, below
historical averages. According to the International Monetary Fund (IMF) forecasts, the global
economy is expected to grow by 3.0 percent in 2025, lower than the previous year, and by 3.1
percent in 2026, maintaining a similar outlook.

At the country level, the U.S. economy grew by a relatively robust 2.8 percent in 2024, driven by
strong domestic demand. In contrast, growth in the Euro Area remained limited at 0.9 percent,
constrained by stagnation in manufacturing and high energy costs. The Chinese economy, despite
an increase in exports, grew by 5.0 percent, affected by weak domestic demand and issues in the
real estate sector. Advanced economies, which grew by 1.8 percent in 2024, are expected to grow
by 1.5 percent in 2025 and 1.6 percent in 2026. The Euro Area, a significant trading partner for
Tiirkiye, is projected to grow by 1.0 percent in 2025 and 1.2 percent in 2026, while Germany is
expected to grow by 0.1 percent and 0.9 percent in the same years. The United Kingdom is
forecasted to grow by 1.2 percent in 2025 and 1.4 percent in 2026, while Japan is projected to
grow by 0.7 percent and 0.5 percent, respectively. The U.S. is expected to grow by 1.9 percent in
2025 and 2.0 percent in 2026.

Emerging economies, which grew by 4.3 percent in 2024, are projected to grow by 4.1 percent in
2025 and 4.0 percent in 2026, according to IMF estimates. China, as the leading emerging
economy, is expected to grow by 4.8 percent in 2025 and 4.2 percent in 2026, while India is
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forecasted to grow by 6.4 percent in both years. The Chinese economy has recently benefited from
increased stimulus, improved consumer confidence, and strong external demand, performing
close to expectations. However, ongoing structural issues, such as vulnerabilities in the real estate
sector and trade tensions, continue to exert downward pressure on the Chinese economy.

As inflation rates in many economies approach target levels and economic activity slows in some
countries, global financial conditions have seen limited easing. However, uncertainties in trade
policies, particularly ongoing tariff tensions and protectionist tendencies among major
economies, continue to weigh on the global economic outlook. In addition to persistent
geopolitical developments, volatility in commodity prices and the pace and timing of monetary
policy actions will continue to impact countries’ growth performance and financial stability in the
coming period.

Graph 1: World Growth and World Trade Volume (Percentage Change)
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In the 2025 global economic activity outlook, a partial slowdown compared to the previous year
and increasing uncertainties are expected to make the deceleration in the growth rate of global
trade volume even more pronounced. In 2024, the growth in the volume of goods and services
trade was recorded at 3.5 percent globally, 2.0 percent in advanced economies, and 5.8 percentin
emerging and developing economies. For 2025, these figures are estimated to be 2.6 percent, 1.8
percent, and 3.8 percent, respectively. In 2026, the growth rate of global goods and services trade
is expected to slow further to 1.9 percent, driven by rising tariffs and protectionism. During this
period, the trade volume growth rate is projected to decline to 1.2 percent in advanced economies
and 3.2 percent in emerging and developing economies.
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Table 1: Global Economic Outlook (Percentage Change)

2023 2024 2025F 2026F

Global Output 3.5 3.3 3.0 31
Advanced Economies 1.8 1.8 1.5 1.6
United States 2.9 2.8 1.9 2.0
Euro Area 0.5 0.9 1.0 1.2
Germany -0.3 -0.2 0.1 0.9
Other Advanced Economies 1.9 2.2 1.6 2.1
Emerging and Developing Economies 4.7 4.3 4.1 4.0
Emerging and Developing Asia 6.1 5.3 5.1 4.7
China 5.4 5.0 4.8 4.2
Emerging and Developing Europe 3.6 3.5 1.8 2.2
Middle East and Central Asia 2.4 2.4 3.4 3.5
Sub-Saharan Africa 3.6 4.0 4.0 4.3
World Trade Volume (Goods and Services) 1.0 3.5 2.6 1.9
Advanced Economies 0.2 2.0 1.8 1.2
Emerging and Developing Economies 2.3 5.8 3.8 3.2
Commodity Prices

0il -16.4 -1.8 -13.9 -5.7
Non-Fuel (Average Based on World Commodity Import Weights) -5.7 3.7 7.9 2.0
Consumer Prices 6.6 5.6 4.2 3.6
Advanced Economies 4.6 2.6 2.5 2.1
Emerging and Developing Economies 8.0 7.7 5.4 4.5

Source: IMF World Economic Outlook (July 2025), F: Forecast

In 2024, weak global demand exerted downward pressure on commodity prices. Energy prices,
in particular, peaked due to the ongoing Russia-Ukraine War but later declined, converging
toward pre-pandemic levels. However, mid-year tensions in the Middle East, driven by Israel -
particularly due to the massacres in Gaza, and later the Twelve-Day War in 2025- led to short-
term price spikes. By 2025, commodity prices have generally followed a moderate trend, though
front-loaded demand and stockpiling behaviors in global trade flows have caused temporary
fluctuations in certain subcategories. Global freight prices saw partial increases in the first half of
2025, with this trend slowing in the second quarter. In 2025, commodity prices, especially in
energy and food subcategories, have contributed to the decline in headline inflation, while the
persistent trend in services prices has continued to limit the overall reduction in inflation. Going
forward, the outlook for global demand, the trajectory of trade policies, and geopolitical risks will
remain key determinants of commodity prices, particularly for energy.

Graph 2: Trade Policy and Geopolitical Uncertainty Index
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Global inflation, which has been declining under tight financial conditions, has not fully converged
to target levels, primarily due to the persistent trend in services prices. In 2025, weakening
private consumption and investment have supported a decline in headline inflation, while core
inflation remains elevated in many advanced and emerging economies. This, combined with the
potential impact of tariffs, continues to keep inflation concerns alive in the coming period.

In this context, central banks adopted a cautious stance in the first half of 2025, though some
advanced economies implemented limited interest rate cuts. The U.S. Federal Reserve kept its
policy rate steady during the first half of the year, signaling gradual rate cuts for the second half,
while the European Central Bank reduced its policy rate to a limited extent. In China, monetary
easing and fiscal stimulus continued, while Japan pursued controlled interest rate hikes. In
emerging economies, steps toward interest rate reductions have largely remained limited. Under
current tight financial conditions and policy uncertainties, global inflation is expected to decline
compared to 2024 but to remain above target levels in some economies. According to the IMF’s
2025 forecast, inflation is projected to be 2.5 percent in advanced economies and 5.4 percent in
emerging and developing economies. Global inflation is estimated to average 4.2 percent in 2025
and 3.6 percent in 2026.

In the coming period, geopolitical tensions and economic policy uncertainties are likely to
continue fueling protectionist tendencies in global trade and disruptions in supply chains.
Additionally, the trajectory of tightening financial conditions and the timeline of the anticipated
easing cycle will be decisive for global risk appetite and capital flows to emerging economies.
Finally, the increasing frequency and severity of natural disasters, such as droughts linked to
climate change, could lead to supply-side disruptions in global inflation expectations. The
macroeconomic policy framework of the MTP (2026-2028) has been developed by taking these
downside and upside risks into account, adopting a cautious approach in setting targets.
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B. TURKISH ECONOMY
1. Growth

The Turkish economy continued to grow in 2024 in line with the disinflation process, amid weak
external demand driven by ongoing global inflation-fighting policies, persistent geopolitical
tensions, and relatively tight financial conditions. Within the scope of the MTP (2025-2027), tight
monetary and fiscal policies were implemented in coordination, macro-financial stability was
strengthened, and the rebalancing of domestic demand became more pronounced; accordingly, as
of June 2024, the pace of increase in the general price level began to slow. Measures implemented
and reconstruction activities carried out to repair the damage caused by the earthquake disaster
in 2023 continued in 2024. As a result, construction investment remained robust throughout the
year, and despite some loss of momentum compared with the previous year, fixed capital
investment maintained its upward trend. In the second half of the year, the firm commitment to
tight monetary and fiscal policy implementation led to a moderation in private consumption
growth, and the rebalancing of the growth composition supported the disinflation process. Thus,
despite weak external demand conditions and financial tightening amid heightened global and
regional uncertainties, the Turkish economy preserved its resilience and expanded by 3.3 percent
in 2024.

When GDP is broken down by economic activity for 2024, the services sector (including
construction) remained the main driver of growth. Over the year as a whole, value added in
services (including construction) and industry sectors rose by 3.6 percent and 0.2 percent,
respectively; their contributions to growth were 2.3 and 0.04 points, in the same order. Moreover,
after five consecutive years of contraction, the construction sector also reflecting reconstruction
efforts in the earthquake-affected region revived in 2023 and gained momentum in 2024,
recording robust growth of 9.9 percent. In contrast to its performance a year earlier, the
agriculture sector expanded by 5.1 percent over the year, contributing 0.3 points to growth.

In the first half of 2024, the Turkish economy recorded moderate year-on-year growth of 3.7
percent. During this period, despite some loss of momentum, the services sector (including
construction) remained the principal driver of GDP growth, while the industrial sector, despite
tight policies, made a limited positive contribution. The services sector expanded by 4.1 percent
year-on-year in the first half of the year, while industry grew by 1.0 percent over the same period.
During this period, the construction sector and trade, transportation, and accommodation
services grew by 8.9 percent and 3.6 percent, respectively, continuing to contribute to economic
activity. The agriculture sector increased by 6.4 percent, contributing 0.2 points to GDP growth.

In the second half of 2024, GDP value-added growth stood at 3.0 percent, indicating that economic
activity, while losing momentum, remained in positive territory. The services sector (including
construction) expanded by 3.2 percent during this period and continued to be the main driver of
economic activity. The industry sector posted a mild contraction of 0.6 percent, subtracting 0.1
points from growth. Over the same period, construction growth accelerated, with value added
rising by 10.9 percent, reflecting the continued positive impact of reconstruction efforts in the
earthquake-affected region. The agriculture sector also gained momentum, increasing by 4.7
percent and contributing 0.3 points to growth.

In the first quarter of 2025, GDP grew by 2.3 percent year-on-year, and economic activity
remained moderate. On the production side, the services sector (including construction)
continued to underpin growth, recording a 3.4 percent increase. By contrast, industrial sector’s
value added contracted by 1.7 percent compared with the same period a year earlier. The
agriculture sector, reflecting climatic conditions, also declined by 2.1 percent, bringing its
previous upward trend to an end.
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In the second quarter of 2025, GDP grew by 4.8 percent year-on-year, indicating a pickup in
momentum. During this period, industrial sector’s value added increased by 6.1 percent,
contributing 1.2 points to growth, while services (including construction) expanded by 5.2
percent, contributing 3.4 points. Owing to base effects and adverse weather conditions, the
agricultural sector’s value added contracted by 3.5 percent, subtracting 0.1 points from growth.
Accordingly, overall growth in the first half of 2025 stood at 3.6 percent.

Graph 3: GDP Growth and Contributions to Growth by Sectors (Percentage Points)
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Examined on the expenditure side, private consumption, despite a deceleration from the previous
year, remained the main driver of growth in 2024. Increasing by 4.3 percent, private consumption
contributed 3.0 points to growth, indicating continued resilience in household spending. Fixed
capital investment rose by 2.7 percent, adding 0.7 points, with the recovery in construction
investment playing a prominent role. Public consumption declined by 0.8 percent, subtracting 0.1
points from growth. Over the same period, net exports of goods and services contributed a
positive 1.0 point, reflecting the supportive impact of external demand on overall growth.

In the first half of 2024, the Turkish economy continued to grow on the back of domestic demand.
Private consumption increased by 4.7 percent year-on-year, contributing 3.2 points to growth.
Public consumption, partly reflecting the impact of disinflationary policies in the same period,
declined by 0.4 percent and subtracted 0.1 points from growth. Total fixed capital investments
increased by 3.7 percent, driven by activity in the construction sector, contributing 1.0 points to
growth. After five consecutive quarters of negative contributions, net exports of goods and
services made a positive contribution of 1.4 points in the first half of 2024.

In the second half of 2024, private consumption lost some momentum compared to the first half,
growing by 4.0 percent compared to the same period of the previous year and contributing 2.7
points to growth. Public consumption decreased by 1.1 percent during the same period, negatively
affecting economic growth by 0.1 points. Total fixed capital investments increased by 1.8 percent
compared to the same period of the previous year, with construction investments growing
strongly by 9.6 percent, contributing 0.4 points to growth.

In the first quarter of 2025, with the continued implementation of policies prioritizing price
stability, domestic demand, while rebalancing, remained the key determinant of the growth
composition. During this period, private consumption expenditures increased by 1.6 percent on
an annual basis, contributing 1.1 points to growth, while the 1.8 percent increase in fixed capital
investments contributed 0.5 points, supporting the recovery driven by domestic demand.
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Accordingly, total domestic demand contributed 2.8 points to growth. In terms of foreign trade,
due to uncertainty in global trade policies, the limited increase in exports and acceleration in
imports resulted in net goods and services exports having a negative impact of 0.5 points on
growth.

In the second quarter of 2025, private consumption grew by 5.1 percent, while public
consumption declined by 5.2 percent. In this period, overall consumption growth was recorded at
3.5 percent, and fixed capital investment increased by 8.8 percent. As of the second quarter,
machinery and equipment investment also posted a notable 9.3 percent rise. While total domestic
demand contributed 6.2 points to growth, ongoing weak external demand conditions in key export
markets and the impact of increasing protectionist policies on a global scale resulted in net
exports of goods and services having a negative impact of 1.4 points on growth. In this context,
annual GDP growth stood at 4.8 percent in the second quarter of the year.

Projections for the second half of 2025 point to a balanced growth outlook. With the tight
monetary and fiscal policy stance, domestic demand is expected to follow a more moderate
trajectory, while the supportive contribution of public expenditures to growth is envisaged to
remain limited. On the external demand side, increasing geopolitical uncertainties and restrictive
trends in global trade policies are expected to continue to limit the contribution of exports to
growth. Accordingly, economic growth is projected to continue in a more balanced structure in
the second half of the year compared to the previous year, reaching 3.3 percent for 2025 as a
whole.

Graph 4: GDP Growth and Contributions to Growth by Expenditures (Percentage Points)
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When the contributions of production factors to growth are examined, the 3.3 percent growth
recorded in 2024 was driven primarily by the capital stock and employment. In 2025, total factor
productivity (TFP) and capital stock are expected to be the main determinants of growth. For the
projected 3.3 percent growth in 2025, the contributions of the capital stock and TFP are expected
to be 1.3 and 2.0 points, respectively.

2. Employment

Despite the negative effects of tightening monetary conditions, employment maintained its strong
momentum in 2024, with annual employment growth reaching 988 thousand and the
employmentrate increasing by 1.2 points. During this period, employment increased in all sectors,
with an additional 132 thousand employment in agriculture, 35 thousand in industry, 656

10
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thousand in services, and 165 thousand in construction. The 837 thousand increase in the labor
force, 49.1 percent of which were women, brought the labor force participation rate to 54.2
percent. Accordingly, labor force participation and employment rates reached their highest levels
since the series was updated in 2005. The unemployment rate decreased by 0.7 points compared
to the previous year, falling to 8.7 percent, thus falling below the 9.3 percent forecast in the MTP
(2025-2027).

In the fight against inflation, seasonally adjusted employment decreased by 261 thousand in the
first half of 2025, while the labor force participation rate fell by 0.6 points to 53.5 percent. During
the same period, the unemployment rate remained unchanged from the fourth quarter of 2024,
standing at 8.6 percent. Throughout 2025, employment and labor force participation rates are
expected to decline, while the unemployment rate is projected to fall to 8.5 percent.

Graph 5: Contributions to the Change in Unemployment Rate (Percentage Points)
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3. Price Stability

At the beginning of 2024, consumer price increases were largely driven by cost-push factors as
well as wage adjustments and the tendency to index prices to past inflation. During this period,
the expiration of the regulation granting 25 cubic meters (m?) of free natural gas created a base-
effect-related increase in energy prices, while inertia in services inflation—particularly in rents—
further heightened pressures on headline inflation. Starting in June, a disinflation process took
hold, and a marked improvement in the inflation outlook was observed in the third quarter. In this
period, the relative stability of the Turkish lira, the moderate trend in commodity prices and the
weakening of domestic demand contributed to the decline in inflation. In the last quarter of the
year, disinflation gained momentum; however, volatility in food prices, stemming from temporary
supply conditions, limited the improvement in headline inflation. With a notable deceleration in
December, the annual increase in the consumer price index (CPI) stood at 44.4 percent at year-
end, marking a 31.1-point decline from May.

In the January-August 2025 period, the cumulative CPI was recorded at 21.5 percent, with price
developments in the services group serving as the main determinant. Although inflationary

11
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pressures in food prices eased, supply-side factors stemming from adverse weather conditions
partly limited the extent of this favorable development. In the meantime, the stability attained in
the exchange rate contributed to containing increases in core goods prices, thereby exerting a
moderating influence on the path of consumer inflation.

The disinflation process has continued without interruption, supported by a tight monetary policy
stance, the relative stability of the Turkish lira and the strengthening coordination of economic
policies. As of August 2025, the annual CPI inflation rate had declined to 32.95 percent. Among
the sub-components of the index, the most pronounced contribution to the deceleration in annual
inflation originated from the food and services groups, followed by core goods.

Graph 6: Annual CPI Increase (Percent)
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The decline in the underlying trend of monthly inflation is expected to continue throughout the
rest of the year, supported by the tight monetary policy stance, strong backing from fiscal policy
and the continued impact of supply-side measures, along with the stabilization of domestic
demand, the stable course of the exchange rate and the sustained improvement in inflation
expectations. In this context, the annual CPI inflation rate is projected to decrease to 28.5 percent
by end of the year.

4. Balance of Payments

In 2024, the global trade recovery was driven by strong growth in services trade, while
merchandise trade recorded a more moderate increase. The gradual revival of economic activity
and the rising foreign demand in main export markets, particularly in Europe, have had a positive
impact on Tiirkiye’s exports. During this period, Tiirkiye leveraged the momentum in global trade
through the implementation of export-oriented policies, market diversification strategies, and
structural measures aimed at enhancing competitiveness. Accordingly, Turkiye increased its
exports, maintaining a 1.07 percent share of global merchandise exports. In this period,
merchandise exports increased by 2.4 percent compared to the previous year, reaching 261.8
billion dollars, which remained slightly below the target set in the MTP (2025-2027).

In 2024, total merchandise imports decreased by 5 percent compared to the previous year, partly
due to the declines in energy and gold imports. As a result, in 2024, imports totaled 344 billion
dollars, remaining largely in line with the projections of the MTP (2025-2027). On the other hand,
travel revenues continued their upward trend, increasing by 12.5 percent year-on-year reaching
56.3 billion dollars in 2024.

12
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Graph 7: Current Account Balance / GDP (Percent)
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As a result of these developments, the current account deficit amounted to 10.2 billion dollars in
2024, corresponding to 0.8 percent of GDP, which remained below the projection of the MTP
(2025-2027).

In 2024, similar to the previous year, net capital inflows were recorded in direct investments,
portfolio investments, and other investment items. In contrast, capital movements under the net
errors and omissions item recorded an increase in net outflows in 2024 compared to the previous
year.

In the first seven months of 2025, exports increased by 5.1 percent compared to the same period
of the previous year, reaching 156.3 billion dollars. This increase was driven not only by the rise
in the export volume index but also by the increase in export unit values, despite the slowdown in
global trade. Exports in 2025 are projected to increase by 4.6 percent, reaching 273.8 billion
dollars.

In the first seven months of 2025, imports increased by 6.9 percent compared to the same period
of the previous year, reaching 212.2 billion dollars. For the year as a whole, imports are projected
to rise by 6.7 percent, amounting to 367 billion dollars.

In the first six months of 2025, travel revenues increased by 7.9 percent, reaching 23.8 billion
dollars, and on an annualized basis, they rose by 10.5 percent compared to June 2024, reaching
58.1 billion dollars. Travel revenues are expected to increase moderately in the remaining months
of the year, exceeding the target set in the MTP (2025-2027) and reaching 60 billion dollars in
2025.

In light of these developments, the current account deficit is projected to remain below the MTP
(2025-2027) forecast, amounting to 22.6 billion dollars in 2025. The current account deficit in
2025 is projected to correspond to 1.4 percent of GDP, while the energy-excluded current account
balance is expected to record a surplus of 1.7 percent of GDP.

5. Financial Stability

Along with tight monetary policy, macroprudential policy steps taken to strengthen the monetary
transmission mechanism and encourage the transition to Turkish Lira supported the disinflation
process. Within this framework, credit growth was limited, to ensure the growth rate was
compatible with inflation, and the weight of Turkish Lira-denominated financial assets continued
to increase. To mitigate companies' foreign currency (FX) credit risk, the limit on the growth rate
of foreign currency loans was gradually lowered to 0.5 percent per month in March 2025.
Furthermore, the scope of loans exempt from the FX loan growth limit was narrowed. As a result
of these measures, exchange rate-adjusted and annualized FX commercial loan growth decreased
to 18.4 percent as of August. With the differentation in the limits imposed on Turkish Lira loan
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growth in January, the difference between the TL/FX loan changes began to widen in favor of
Turkish Lira loans. As of August, TL commercial loan growth stood at 32.9 percent. Due to the
impact of macroprudential measures and tight financial conditions, consumer loans have
stabilized since the beginning of the year.

The banking sector's non-performing loan (NPL) ratio increased from 1.7 percent to 2.2 percent
as of July 2025 compared to the same period of the previous year, due to the rebalancing in
economic activity. This increase was driven by the rise in consumer loans and credit card balances,
while a breakdown indicates that the largest increases occurred in personal loans and individual
credit card balances. Due to this recent increase, the Banking Regulation and Supervision
Authority (BRSA) has introduced restructuring options for consumer loans with partially or fully
outstanding balances and for individual credit cards in September 2024 and July 2025. This
restructuring arrangement is expected to mitigate the risks posed by non-performing consumer
loans and individual credit cards to the asset quality of banks' balance sheets in the future. In
addition, high reserve ratios and banks' strong capital structures limit risks to financial markets.

The BRSA'’s decision to increase the foreign exchange buying rates used in the Capital Adequacy
Ratio (CAR) calculation, which took effect in January 2025, has caused a slight decline in the
sector’s CAR. Moreover, the high risk weights that had long been applied to cash commercial loans
were abolished and this decision had an increasing impact on the sector’s CAR. Prior to these
regulations, the sector’s CAR, which stood at 19.7 percent as of December 2024, was recorded at
18.2 percent as of July 2025. This ratio remains above the regulatory minimum of 8 percent set by
Basel standards and the BRSA’s target rate of 12 percent.

As part of the exit strategy from the KKM system, the KKM balance has declined rapidly as
previously provided support has been gradually reduced. As of August 2025, the total KKM
balance decreased from 47 billion dollars to 9.7 billion dollars compared to the same period of the
previous year. The TL-convertible portion of KKM was eliminated in December 2024, leaving only
accounts with foreign currency conversion in the KKM balance. Due to the increase in TL deposit
preferences, the transition from KKM to foreign currency deposits has been limited with the share
of TL deposits (including KKM) increasing to 62.3 percent, indicating a decrease in the
dollarization trend. The opening and renewal of KKM accounts was finalized on August 23, 2025.

The banking sector's liquidity indicators, foreign currency position, and leverage ratio remain at
sustainable levels, and all banks meet their liquidity coverage ratio obligations in line with Basel
standards. In addition, the implementation of the net stable funding ratio, which is an important
step in increasing the liquidity resilience of the banking system, provided additional assurance
against liquidity risk in the sector.

With the strengthening of financial stability, Tiirkiye’s credit default swap (CDS), which had
declined to as low as 244 basis points as of February 2025, hovered around 378 basis points in
April due to rising tensions in global trade and domestic developments. In the subsequent period,
it retreated below 270 basis points thanks to favorable developments.

In the equity markets, foreign investor interest in the first eight months of the year showed a
recovery compared to the same period of the previous year, with a total foreign capital inflow of
1.950 million dollars. During this period, domestic investor interest remained at moderate levels,
with the number of domestic investors recorded at over 6 million as of August 2025. In the BIST
100 Index, the level approached 11,000 in the first quarter; however, subsequent uncertainties in
global markets reduced risk appetite and led to downward movements. Nevertheless, supported
by expectations of declining inflation and interest rates, the Index has once again been trending
upward around the 11,000-point level. On the supply side of the equity markets, it was observed
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that companies carried out their equity financing in the first two months of the year. As of the first
six months of 2025, the total size of 12 initial public offerings amounted to 28.5 billion TL.

In international comparisons, Tiirkiye's debt indicators continue to remain at low levels.
According to Bank for International Settlements (BIS) database, the ratio of public debt to GDP in
2024 decreased by 4.8 points compared to the previous year, reaching 24.8 percent. This level is
well below the average of 70.5 percent for emerging economies and 104.7 percent for developed
economies. Similarly, household indebtedness also remains significantly below international
averages. In 2024, the ratio of household debt to GDP in Tiirkiye decreased by 1.2 points compared
to the previous year, falling to 9.7 percent. During the same period, the average for emerging
economies was 46.6 percent, while the average for developed economies was 67.0 percent.

The ratio of real sector debt to GDP in Tiirkiye also remained significantly below the average for
emerging economies. Indeed, at the end of 2024, this ratio decreased by 8.5 points compared to
2023, falling to 38.5 percent. During the same period, the ratio of real sector debt to GDP in
emerging economies, excluding China, was 56.5 percent. Furthermore, the net foreign exchange
position deficit of real sector companies increased by 38 billion dollars as of June 2025 compared
to the end of 2024. This increase was driven by the rise in companies' domestic and foreign
exchange loans. The short-term foreign exchange position surplus declined during the same
period, recording 4.5 billion dollars.

6. Public Finance

In the 2024 Central Government Budget Law, the budget deficit was projected to be 6.4 percent
of GDP. However, central government budget expenditures decreased due to earthquake-related
spending remaining below projections and the implemented savings measures. In addition, as a
result of policies aimed at enhancing efficiency in revenue collection, central government budget
revenues exceeded the projections. As a result of these developments, the budget deficit remained
below the projections and stood at 4.7 percent of GDP at the end of the year. Excluding earthquake
expenditures, which amounted to 1.7 percent of GDP, the budget deficit as a share of national
income was 3 percent.

In 2024, total general government revenues increased by 1.4 points and total general government
expenditures increased by 1 point as a ratio to GDP compared to the previous year. In 2024,
compared to 2023, current expenditures of the general government increased by 1.5 points, while
transfer expenditures decreased by 0.4 points and investment expenditures decreased by 0.1
points. In this framework, the general government deficit, as a percentage of GDP, declined by 0.4
points to 4.6 percent.

In 2024, the ratio of the public sector borrowing requirement to GDP increased by 0.3 points
compared to the previous year, reaching 5.8 percent. In the same period, the ratio of the EU-
defined general government debt stock to GDP decreased by 4.6 points to 24 percent.

In the MTP (2025-2027), the central government budget deficit is projected to be 3.1 percent of
GDPin 2025. However, reflecting the impact of revenue performance remaining slightly below the
target due to domestic and external developments as well as macroeconomic conditions, the
central government budget deficit is projected to stand at 3.6 percent of GDP in 2025.
Expenditures amounting to 489 billion TL are projected in 2025 for the reconstruction of regions
damaged by the earthquakes. In this respect, excluding earthquake-related expenditures, the
budget deficit is estimated to stand at 2.8 percent of GDP by the end of 2025.

In 2025, compared to the previous year, the ratio of total general government revenues to GDP is
expected to increase by 0.4 points, while the ratio of total general government expenditures is
expected to decrease by 1.1 points. In the same period, general government investment
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expenditures are projected to decrease by 0.2 points and transfer expenditures by 0.9 points.
Within this framework, the general government deficit as a ratio to GDP is expected to decline by

1.5 points compared to the previous year, to 3.1 percent, while the general government primary
surplus is expected to be 0.3 percent.

In 2025, the public sector general balance is expected to run a deficit of 3.5 percent of GDP, while
the ratio of EU-defined general government debt stock to GDP is expected to be 24.6 percent.
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II. MACROECONOMIC POLICY FRAMEWORK AND MAIN OBJECTIVES

During the Program period, in accordance with the objectives of the Twelfth Development Plan
(2024-2028), the main objective is to ensure price stability, preserve financial stability, and
strengthen the competitive position of the economy. This will be achieved by increasing
productivity in a manner that contributes to balanced, sustainable, and inclusive growth, supports
permanent welfare gains, promotes fair income distribution, and maintains economic resilience.

Building on the gains achieved in the fight against inflation, measures to strengthen supply-side
growth dynamics will be accelerated, while ensuring that demand conditions remain consistent
with the inflation path.

Policies aimed at increasing total factor productivity through technological development, skill
transformation programs to enhance the quality of human capital, and structural measures
supporting productive investments and accelerating capital accumulation will be implemented in
a comprehensive framework, with the aim of enhancing the level of development and long-term
growth potential.

During the Program period, the coordinated and targeted implementation of monetary, fiscal, and
incomes policies will be resolutely maintained as part of the fight against inflation. The tight policy
stance stabilizing demand conditions will be maintained to ensure the continuation of the
disinflation process, while simultaneously continuing medium and long-term structural
transformation steps against possible supply constraints. In public finance, the fiscal discipline
principle will not be compromised, while the revenue policy will proceed to be implemented in a
manner sensitive to income distribution, taking into account price stability and expectations
management.

Pursuant to the increasing uncertainties in global trade, protectionist tendencies and the
transformation in supply chains, Tiirkiye will focus on policies aimed at increasing technology-
intensive and high value-added production and exports to strengthen its position in value chains
and capture a larger share of the global export market. While strengthening domestic production
capacity by promoting the R&D and innovation ecosystem, the product and market diversity of
exports will be boosted. Thus, a permanent and sustainable improvement in the current account
balance will be achieved. In financing the current account deficit, the aim is to prioritize
production-oriented resources and establish a sustainable financing structure by attracting direct
foreign investments to the country and activating export financing instruments. It is envisaged
that regulations that will increase investor confidence and strengthen the business environment
will be implemented during the Program period, contributing to a broad-based improvement in
economic performance.

In line with the gains from the policies implemented, Tiirkiye is envisaged to be among the high-
income countries! during the Program period. Improving the quality of growth is of critical
importance for sustaining this position and enhancing competitiveness on a global scale. In this
regard, realizing structural transformations that support productivity growth while adhering to
sustainable development principles, strengthening the innovative and technology-oriented
production structure, raising the quality of human capital, and improving institutional capacity
are among the main priorities.

The main policy areas that will support the macroeconomic policy framework in the upcoming
period include the following headings:

e Rendering macroeconomic and financial stability permanent

e Increasing research, development and innovation capacity

e Supporting technological development focused on green and digital transformation

! Income group classification is based on calculations made by the World Bank using the Atlas Method.
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o Strengthening the qualifications and skills of human capital taking into account the changing
demographic structure and increasing labor productivity

e Increasing labor market efficiency, labor force participation and employment capacity

e Improving the investment and business environment and strengthening predictability

e Strengthening the public fiscal framework and reducing the informal economy
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III. MACROECONOMIC TARGETS AND POLICIES?2
1. Growth

In the Program period, growth will be sustained with an approach that will not exceed its potential
level in harmony with the ongoing disinflation process. The policies to be implemented will boost
potential growth by supporting the enhancement of production capacity. In this context, it is
envisaged that the quality of human capital will be enhanced, capital accumulation will be directed
to productive areas and permanent gains in total factor productivity will be achieved through
structural transformations that will ensure the efficient use of factors of production.

Being the main source of sustainable growth and permanent welfare increase, total factor
productivity is expected to positively contribute to growth in the Program period. During this
period, productivity gains in the agriculture, industry, and services sectors, driven by the
disinflation process and structural transformation measures to be implemented, are expected to
support sustainable growth by reducing production costs, improving resource allocation
efficiency, and increasing supply capacity.

To support supply-side growth, policies to ensure structural transformation in the industrial
sector, which constitutes the driving force of economic growth with its high value-added
generation capacity, intensive use of technology, wide employment opportunities and export
potential, will be prioritized. Accordingly, in addition to improving the R&D and innovation
ecosystem, green and digital transformation policies that increase resource efficiency and
environmental sustainability, and practices that aim to increase efficiency and competitiveness in
production processes will be supported with a holistic approach.

While accelerating policies focused on improving the business and investment environment,
public infrastructure investments will be made more effective to complement private sector
investments. The completion of branch line investments connecting production regions to ports
by rail will strengthen access to domestic and international markets, so that agricultural and
industrial output can reach trade sectors more quickly and cost-effectively.

During the Program period, the quality of human capital will be enhanced as a complement to
production factors. In this period, active labor policies will be continued to support employment
and increase labor productivity, particularly for women and youth, by strengthening skill
matching in line with the needs of the labor market. In addition, policies will be put into effect to
organize all formal and non-formal education programs, especially vocational and technical
education, in a way that directs human capital to the jobs of the future.

The contribution of the agriculture sector to overall productivity growth will be enhanced. To this
end, it is aimed to increase productivity per unit of land and establish a sustainable production
structure through the expansion of agricultural mechanization, and the use of methods that
efficiently utilize limited water resources, the promotion of digital agriculture practices, and the
strengthening of agricultural R&D activities. Furthermore, strengthening supply chain resilience
and reducing food waste will also be considered complementary areas to support increased
agricultural productivity.

Turkiye's convergence to its long-term sustainable growth targets will be ensured by a holistic
approach focusing on productivity growth by utilizing the economy's full potential. With the gains
envisioned in the framework of structural reforms, the potential growth rate is estimated to
increase by around 0.5 points in the Program period.

% Main indicators and targets regarding macroeconomics and public finance are included in Annex 1.
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Graph 8: Growth (Percent)
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High value-added and technology-driven transformation in industry

Competitiveness in foreign markets will be enhanced through the implementation of
targeted industrial policies based on sectoral prioritization, focusing on high value-added
production and technology-driven transformation.
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Industrial growth zones will be identified nationwide, and planned industrial areas with
ready infrastructure will be expanded.

Within the scope of the Technology Move Program, new program calls will be issued to
support the development and production of critical products and technologies through
domestic resources.

Under the Strategic Move Program, investments that ensure supply security, reduce
external dependence, possess high R&D content, and align with twin transition objectives
will be supported.

Within the scope of the HIT-30 High Technology Investment Program, large-scale
investments in priority technology domains will be supported through project-based,
tailored mechanisms.

Within the scope of the Local Development Move Program, private sector investments will
be supported for regional-level investment needs focused on technological transformation,
exports, and employment.

Cluster initiatives possessing national significance and demonstrating potential for
competitiveness and sustainability will continue to be supported.

R&D, design, production, and commercialization capabilities in the semiconductor industry
will be enhanced.

Initiatives will be undertaken to support domestic production of critical materials and
components required in strategic sectors such as space, aviation, and defense.

Measures will be implemented to enhance the interaction between defense industry
technologies and civilian applications; domestic and national defense industry capabilities
will be leveraged in technology-intensive civilian procurement; the domestic content ratio
will be increased, and value-added exports will be promoted.

State aid mechanisms will continue to be implemented in a streamlined and impact-
assessment-based manner.
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The investment incentive system will be executed within a selective, time-bound, project-
oriented framework that takes regional development disparities into account.

The Advance Loans Against Investment Commitment (YTAK) scheme will be integrated into
the existing investment incentive system and implemented more effectively in a selective
and targeted manner, focusing on productive industries and high value-added product
groups that contribute to exports.

Strategic areas such as exports and investments will be prioritized within the Treasury-
backed guarantee system.

Support will be provided for branding, design, packaging, and certification processes aimed
at commercializing and increasing the value-added of local and traditional products, while
efforts will be made to strengthen digitalization and e-commerce infrastructures facilitating
access to national and international markets.

Development of the R&D and innovation ecosystem

R&D-based investments and innovative entrepreneurship activities will be supported with

the

aim of reducing technological dependence and enhancing international

competitiveness, and the innovation ecosystem will be strengthened in a holistic manner.

R&D centers, design centers, and Technology Development Zones will be supported; the
incubation centers will be expanded through the ‘entrepreneurship offices’ model, thereby
integrating more entrepreneurs into the ecosystem.

A specialization model will be expanded to enable large-scale private sector R&D centers
and technopark firms to focus on emerging technological fields and to strengthen their
competitiveness by producing pioneering outputs.

Within the framework of the university-industry cooperation model, technology platforms,
productization-oriented platforms, and leading R&D laboratories will be effectively
supported.

R&D activities will be supported in critical fields such as artificial intelligence, cybersecurity,
autonomous systems, quantum technologies, hypersonic systems, next-generation material
technologies, and space technologies. The collaboration among research institutions,
universities, and private sector companies active in these areas will be promoted.

SMEs with growth potential in high-tech manufacturing and the information technology
sectors, as well as start-ups with the potential to become “Turcorns,” will be more
systematically supported with a focus on capacity development and global competitiveness.

R&D activities will be supported to develop domestic and innovative applications in the field
of nuclear technology, radiation and accelerator-based technologies will be developed to
produce high value-added products.

R&D and P&D activities aimed at developing and localizing critical technologies and
equipment used in the energy and mining sectors will be supported.

Within the framework of the National Space Program, initiatives will be undertaken to
enhance the capacity for technology production in space by developing cost-effective small
satellite platforms and engaging in R&D activities in new satellite technologies.

Early warning systems for natural disasters, including sensor, material, and software
technologies, will be developed using domestic and national resources.

To increase the contribution of intellectual property assets to high-technology and value-
added production, mechanisms for the valuation, access to financing, and
commercialization of patents, trademarks, and designs will be strengthened.
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Accelerating the Green Transformation

The green transformation process will be accelerated through renewable energy
investments, the enhancement of domestic technology development capacity, and the use
of sustainable financing instruments, prioritizing low-carbon production, resource
efficiency, and circular economy practices, particularly in the energy, transport, industry,
and agriculture sectors.
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Secondary legislation containing provisions on greenhouse gas emission reduction and
climate change adaptation under the Climate Law will be finalized and enacted.

The Turkish Emissions Trading System (TR ETS) will be implemented upon the completion
of its legal framework while preparations will also be carried out to ensure alignment with
the European Union’s Carbon Border Adjustment Mechanism (CBAM) and to channel ETS
revenues towards financing the green transformation.

The impacts of the European Green Deal and the Carbon Border Adjustment Mechanism on
various sectors will be assessed, and low-carbon sectoral roadmaps will be completed for
industries likely to be affected by EU regulations.

Ongoing legislative efforts on the Turkish Green Taxonomy, aligned with the EU Taxonomy
and adapted to Tiirkiye's specific needs, will be finalized to establish a common framework
for sustainable investments.

Within the scope of the United Nations Framework Convention on Climate Change
(UNFCCC), the Climate Change Mitigation Strategy and Action Plan (CCMSAP) prepared in
cooperation with all relevant stakeholders and considering the Long-Term Climate Strategy
will be updated to serve as the implementation plan for Tiirkiye’s Second Nationally
Determined Contribution (NDC).

In the course of the green transformation, qualified human resources will be trained to
enable businesses to monitor and transparently report their environmental impacts, and by
strengthening reporting standards and auditing infrastructure, compliance with
environmental regulations in exports and competitiveness will be increased.

Through calls to be announced under the Tirkiye Green Industry Project, sustainable
production, energy efficiency, and the development of climate-friendly technologies in the
industrial sector will be promoted.

Following the legislation on eco-design and sustainable products in the manufacturing
industry, legislative work will be finalized for the calculation and monitoring of indicators,
primarily the carbon footprint.

Within the scope of the implemented National Circular Economy Action Plan, national
recovery rates will be increased and industrial symbiosis practices will be encouraged.

Investments that aim for low-carbon production and are harmonious with the circular
economy approach will be supported under the Green Transformation Support Program.

Zero waste practices will be promoted and the deposit site implementation system will be
put into practice.

Within the framework of the International Plastics Agreement negotiations, the national
policy and legislative framework regarding the production, use, and disposal of plastic
products will be reviewed, and areas requiring improvement will be identified.

Electricity production from renewable energy sources will be increased to reduce
dependence on imported energy sources; (The Renewable Energy Resource Area) YEKA
projects will be developed with a requirement to use domestic products, and studies will be
conducted to assess the potential of offshore wind energy.
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High-accuracy forecasting systems will be developed to monitor wind power plants (RES)
and solar power plants (GES), which are intermittent sources, and to ensure accurate
production forecasting thereby enabling their efficient use while increasing electricity
storage capacity to maintain system security.

Taking into account flexibility needs, the electricity transmission and distribution grid
infrastructure will be reinforced in line with new technologies, new electricity
interconnections with neighboring countries will be established, and the grid infrastructure
will be developed in a way that ensures system security and considers regional supply-
demand conditions.

Prioritizing energy-intensive sectors, investments that increase energy efficiency will be
supported.

In order to enhance supply security and promote the efficient use of energy, efforts will be
pursued to ensure a more effective use of the demand-side participation mechanism.

Green buildings with high renewable energy utilization rates and high energy efficiency, as
well as the National Green Certification System designed for such buildings, will be
expanded.

Criteria for Nearly Zero-Energy Buildings (nZEB) will be developed as part of the expansion
of buildings with high renewable energy usage and energy efficiency.

R&D and innovation activities will be supported to position the country as a technology
provider in the technological fields within the hydrogen value chain.

Relevant legislative arrangements regarding heat supply will be made to assess Tiirkiye's
heat potential and enable the utilization of waste heat.

Net Zero Emission Strategy and Action Plan in Transportation will be completed and put
into practice; a technology roadmap for integrated, efficient, safe, environmentally friendly
and, smart transportation systems will be developed; projects ensuring emission reduction,
ensuring sustainability and enhancing connectivity will be implemented in the
transportation.

A national plan for high power charging stations will be developed in the logistics sector.

Within the scope of the Sustainable Tourism Program, efforts will be undertaken to
accelerate the green transformation in the tourism sector, and certification and
accreditation schemes for tourism establishments and sectoral stakeholders will be
expanded in accordance with the program’s objectives.

Forest resources will be preserved and expanded within the framework of sustainable
forest management to create new sink areas, and industrial plantation activities will be
carried out on suitable lands.

The Local Climate Change Action Plan Regulation will be published, and action plans will be
prepared in all provinces, along with the development of decision support tools, technical
guidelines, and monitoring systems.

Innovative and sustainable financing models will be established to support local
governments’ investments in environmental infrastructure, renewable energy, and
transportation sectors within the scope of climate change mitigation and adaptation.

Regulations will be adopted to promote the use of renewable energy in existing and newly
established free zones and to enhance contributions to the green and circular economy.
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Supporting the transition to digital transformation

To ensure the sustainability of economic growth, efforts will focus on strengthening the
capabilities and capacities of enterprises—particularly SMEs—for digital transformation,
while also maximizing the use of digital technologies in enhancing public services.
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5G services will be rolled out nationwide, and high-speed internet and fiber infrastructure
will be expanded and upgraded through the deployment of 5G technology.

Within the scope of the Digital Transformation Program, companies' digital transformation
investments will be supported in areas such as cost reduction, increased efficiency, and
quality improvement.

Flexible, customizable, and modular open-source solutions will be developed to meet the IT
needs of SMEs, and support will be provided to ensure their access to these tools.

Businesses will be encouraged to adopt cloud-computing technologies effectively
throughout their digital transformation processes.

The number of thematic clusters and research centers dedicated to artificial intelligence
(AI) will be increased, access to high-performance computing infrastructure for Al
researchers will be facilitated and international collaborations will be fostered.

The number of European Digital Innovation Hubs (EDIHs) established under the Digital
Europe Programme will be increased to support the digital and green transformation of
industry, SMEs, and public institutions.

Initiatives that will enable the development of domestic and original new artificial
intelligence models will be supported through Al ecosystem calls, supercomputer
infrastructures required for Al applications will be developed and the capacity of the
Turkish National Science e-Infrastructure (TRUBA) supercomputer will be increased.

Efforts to align the legislation with the European Union Artificial Intelligence Act will be
completed.

The National Artificial Intelligence Strategy will be updated.

Algorithms will be developed in the fields of analysis and synthesis of the Turkish language,
with studies carried out on the annotation of Turkish texts in terms of morphology,
phonology, syntax, and semantics, and the Turkish Large Language Model project will be
implemented.

Legislative regulations required in the field of cybersecurity will be prepared in compliance
with the European Union acquis.

Communication infrastructures based on quantum computing will be developed, and
essential preparations will be carried out for the transition to post-quantum cryptography
in information systems and cybersecurity.

To accelerate the transition to the data-driven economy, a national policy framework will
be established, covering data ownership, sharing responsibilities, and technical methods;
and a comprehensive data governance framework and infrastructure will be established.

The National Data Strategy and Action Plan will be implemented to improve data-driven
decision-making mechanisms and to build a governance framework that upholds data
privacy and security.

Mechanisms will be developed to ensure the secure and innovative use of IT services in the
public sector, to reduce foreign trade deficits arising from software, hardware, and
infrastructure spending, to increase cost-effectiveness, and to promote the development of
open-source applications.
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The Public Cloud Computing Strategy will be implemented to transform the IT
infrastructure of public institutions in a secure, cost-efficient, and sustainable manner.

The Digital Government Strategy and Action Plan will be prepared and put into effect to
accelerate digital transformation in the public sector and to enable more effective use of
next-generation digital technologies.

Through the e-Government Gateway, new integrated services will be designed with shared
payment and identity verification systems; the Integrated e-Notification Service will be
launched; and the Public Common Notification System will be implemented.

Blockchain-based new-generation digital identity management infrastructures will be
developed and implemented.

The development of digitalization technologies and infrastructure in the energy and mining
sectors will be ensured, and the digitalization roadmap and strategies for the energy value
chain will be determined.

The curriculum and infrastructure at all levels of education will be developed in line with
digital transformation, and a process-oriented, competency-based digital assessment and
evaluation system will be established.

Strengthening human capital

The quality of the education system, particularly vocational and technical education, and
its compatibility with the workforce will be strengthened to develop the competencies of a
young and dynamic population.

Different models will be developed to facilitate access to quality preschool education, taking
into account economic and social development levels and tailored to the needs of target
groups.

Programs will be developed to identify the talents and capacities of individuals at an early
age and to guide them toward areas where they can develop appropriate skills in science,
technology, and professional careers.

Students will be guided toward suitable careers through vocational interest, value, and skill
inventories developed at the middle and high school levels.

A framework curriculum will be developed and relevant legislation will be amended to
ensure that secondary school students acquire vocational skills by enrolling in vocational
training centers during their education.

Support mechanisms will be implemented to strengthen and expand qualified human
resources engaged in research in critical technology areas and priority R&D and innovation
topics.

Enhancing the Efficiency of Public Infrastructure Investments

Public infrastructure investments will be implemented in a way that facilitates private
sector investments, thereby strengthening production and trade infrastructure in a
comprehensive manner.

Prioritized branch lines program will be completed to connect industrial zones and ports to
the existing railway network.

Dedicated investment areas within Industrial Zones, Organized Industrial Zones, Small
Industrial Sites will be developed in a sustainable manner, taking into account access to raw
materials, logistics, energy, railway and port connectivity, supply chain compatibility,
environmental and natural disaster risks.
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To reduce the concentration in high-risk areas, particularly in the Marmara Region, new
industrial development zones and logistics corridors will be established outside these
regions.

Ensuring Productivity Growth and Value-Added-Oriented Transformation in Agriculture

In the agricultural sector, productivity growth and improvements in production capacity
will be achieved through the efficient use of resources, widespread adoption of modern
agricultural technologies, enhanced efficiency in production planning, and strengthened
linkages with industry, thereby contributing to sustainable economic growth.
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Agricultural production will be increased through productivity gains, the cultivation of
currently unused farmland, and the expansion of irrigated areas.

Farmland left uncultivated for two consecutive years will be identified using geographic
information systems and leased to eligible farmers, in order to bring idle lands back into
production.

To strengthen the interaction between agriculture and industry, contract farming will be
supported and expanded, while integrated investment models covering the production,
processing, and marketing of high value-added agricultural products will be encouraged.

Agricultural clustering practices, particularly organized agricultural zones making use of
renewable energy sources such as wind, solar, and biomass in addition to geothermal
resources, will be expanded with a focus on efficiency.

The use of technology will be advanced to ensure more effective utilization of soil and water
resources, with wider adoption of soilless farming and vertical farming practices.

Investments to expand irrigation infrastructure will be prioritized, and financing
opportunities will be diversified through new models.

The necessary activities will continue to enhance the effectiveness of agricultural support
mechanisms.

Producer organizations will be supported and organizational models will be developed to
enhance market access for small-scale enterprises and strengthen the effectiveness of
producer organizations.

The number of organized agricultural zones will be increased to reduce logistics costs and
ensure consumers’ access to agricultural products at affordable prices, while agricultural
activities will be promoted in urban peripheries that serve as major consumption hubs.

Upon completion of the General Census of Agriculture, a comprehensive agricultural
inventory will be established, and existing information systems as well as data quality will
be improved.

Software and hardware infrastructure will be upgraded to maximize the use of agricultural
information systems in effective land management, yield forecasting, and production
planning.

Crop production planning will be developed by taking into account the supply-demand
balance, climate scenarios, regional productivity analyses, and self-sufficiency levels in
strategic crops.

The negative impacts of disasters such as floods and droughts—whose frequency and
severity are increasing due to climate change—will be mitigated through enhanced
forecasting and early warning systems.

Vocational training programs will be implemented and technology-oriented agricultural
projects will be launched to encourage, in particular, young people and women to engage in
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agricultural activities, with a view to contributing to the socio-economic development of
rural areas.

e Pasturelands will be preserved and managed to ensure sustainability through appropriate
grazing practices and the area of rehabilitated pastures, summer grazing lands, and
wintering grounds will be expanded.

2. Employment

In line with the evolving labor market dynamics, comprehensive policies will be
implemented that promote secure flexibility and aim to reduce voluntary unemployment,
taking into account new generation working models, sectoral needs, and skill mismatches.
Throughout the program period, employment and labor force growth will be reinvigorated
through a sustainable and employment-supporting growth path that is consistent with the
macroeconomic policy framework aimed at reducing inflation.

Itis anticipated that the improvement in the unemployment rate, which has fallen to single
digits, will continue during the program period. Along with the projected increase in labor
force participation during the program, employment is expected to increase by an average of 842
thousand people annually, with the unemployment rate gradually declining to 7.8 percent by
2028.

Graph 9: Unemployment Rate (Percent)
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Adapting to new generation working patterns and sectoral transformations

To adapt to the changing needs of the labor market driven by sectoral transformations,
strengthen equality between men and women, and maintain work-life balance, regulations
on new generation working models will be implemented to develop secure flexibility. The
labor force's adaptation to the requirements of green and digital transformation will be
enhanced, supporting a sustainable employment structure.

e In line with developments in new generation working models, legislation will be
implemented in dialogue with social partners, taking into account the needs of the labor
market and work-life balance, and secure flexibility will be ensured.

e In order to increase secure flexibility and access in the labor market, the conditions for
benefiting from passive labor force programs funded by the Unemployment Insurance Fund
will be simplified.

e The implications of the green and digital transformation on labor markets will be analyzed,
and programs will be prepared for adaptation and a just transition process.
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o Within the scope of the twin transformation, the development of the labor force's skills will
be supported, and the labor force will be equipped with the necessary skills through public-
private sector cooperation.

e Supports for employment will be reviewed and made more effective within a
comprehensive framework, taking into account sectoral transformations and new-
generation work models.

Supporting the employment of groups facing difficulties in participating in the labor force

The scope of active labor force policies will be expanded and their effectiveness increased
in order to boost the participation in employment of groups facing difficulties in joining the
labor force, particularly women, young people, and people with disabilities.

e Active labor force policies will be implemented to ensure more effective participation in the
labor market and increase employment, primarily for women, young people, and people
with disabilities.

e Vocational training and support programs will be implemented to equip women with the
new skills and competencies required by the changing labor market.

e To increase women’s employment, affordable and accessible childcare services will be
expanded, and the scope of such services will be broadened to include other areas of care,
such as elderly and disability care.

e The Labor Force Adaptation Program will be implemented in a way that takes into account
the vocational training, competencies, and skills of young people who are neither in
education nor employment, and enables them to benefit more.

e Entrepreneurship programs will be expanded, primarily targeting women, and it will be
made easier for enterprises to hire qualified personnel.

e Targeted employment support programs and policies that strengthen inclusiveness will be
implemented to increase the participation of people with disabilities in the labor force.

Improving the skills alignment of the labor force

Human capital will be developed within the framework of lifelong learning, and the skills
alignment of the labor force will be improved. Vocational and technical education will be
renewed in line with technological developments and strategic priorities, the supply of
professions and competencies that are difficult to find will be increased, and the shortage
of qualified intermediate personnel will be addressed. Access to lifelong learning will be
facilitated through digital transformation, and the recognition and certification of micro-
credentials will be ensured.

e The alignment of higher education quotas, particularly at vocational colleges, with the
medium-term labor force needs of the public and private sectors will be strengthened.

e Active labor force policies focused on occupations and target groups will be developed to
adapt to the changing needs of the labor market.

e Postgraduate education abroad will be supported to train the labor force in strategic areas
requiring qualified human resources, such as the defense industry, artificial intelligence,
cyber security, energy and mining, and space technologies; continuous education and
development programs and vocational training opportunities will be expanded through
public-university-private sector cooperation.

e Qualified researchers conducting high-level scientific and technological studies abroad will
be supported, and full-time or part-time work opportunities and environments for
competent researchers in Tlrkiye will be diversified.
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The vocational and technical education curriculum will be updated in cooperation with the
private sector, and private sector participation will be increased, including in management
and financing issues, to ensure the widespread implementation of internship and on-the-
job training programs.

Vocational and technical education content will be updated in line with sector needs,
technological developments, particularly artificial intelligence, and strategic priorities;
infrastructure and partnerships will be strengthened, and students will be provided with
access opportunities through appropriate guidance.

A graduate tracking system will be established for vocational and technical secondary and
higher education graduates, their labor market performance will be analyzed, and the
results will be shared with relevant stakeholders.

Access to vocational education for students with special educational needs will be
increased.

Within the framework of the complementary role of international labor, efforts will be
carried out with relevant stakeholders on a sectoral basis to support the employment of
registered labor force with the required qualifications.

Participation in lifelong learning will be increased, including an active aging approach, to
ensure that individuals remain employed and that their skills are adapted to today's needs.

The integration of the National Qualifications System with education and employment
policies will be strengthened.
A national policy framework for micro-credentials will be established, and the compatibility

of the Turkish Qualifications Database with national and international systems will be
strengthened.

New qualifications will be developed for digital and green skills.

Fast-track training modules for micro-credentials to be defined in critical areas such as
artificial intelligence and cybersecurity will be implemented in collaboration between the
public and private sectors and universities.

Reducing labor underutilization

In order to increase social welfare and mobilize the potential labor force, every working-
age individual will be provided with the skills to earn an income through production and
acquire professions that give them a sense of belonging, and their participation in the labor
force will be supported. The virtue of work and productivity will be emphasized, and the
understanding of their positive contribution to social belonging and welfare will be
strengthened to ensure the active participation of the potential labor force in economic life.

Programs that instill a culture of production from an early age, prepare individuals for
working life, and encourage labor force participation will be implemented with the aim of
permanently reducing labor underutilization.

The virtues of work and the social value of production will be reflected in the curriculum
from the beginning of the formal education process.

Individuals in the potential labor force will be included in active labor force programs
through job and career counseling services, and their participation in the labor force will be
increased through profile-based guidance and skill development opportunities.

The link between the social assistance system and active and passive labor force programs
will be strengthened, and active labor force programs aimed at ensuring the participation
and employability of individuals receiving social assistance will be expanded.
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Transition to a family-based monitoring system through career and employment counselors
will be facilitated to ensure that employment opportunities reach more people.

Reskilling programs will be expanded for those unable to find jobs matching their current
qualifications, transitions to sectors experiencing labor shortages will be supported, and
participants will be encouraged to transition to permanent employment.

Follow-up and matching mechanisms will be established to direct participants in temporary
active labor force programs to jobs needed in the private sector, and their transition to
permanent employment through active labor force programs will be supported.

Parental leave will be reorganized to enable a more balanced sharing of care
responsibilities.

Institutional care and nursery services will be expanded in a manner that ensures financial
cooperation between the central government, local authorities, and the private sector.

Subject to the creation of new jobs or the protection of existing employees, companies will
be required to offer partial or full remote employment opportunities to employees with
childcare responsibilities.

Programs aimed at providing vocational training will be developed, particularly in regions
with high levels of labor underutilization.

Pilot programs will be launched for flexible working time models and working day
arrangements to improve work-life balance and employee productivity.

To increase women's participation in the labor force and ensure that children in primary
and secondary education are in safe environments, after-school cultural, artistic, and sports
programs will be implemented.

3. Price Stability

The primary objective is to break inflationary inertia by continuing the disinflation process
in a determined and uninterrupted manner and to secure price stability by reducing
inflation to single-digit levels over the Program period. In this period, the disinflation process
will be reinforced by maintaining the contribution of aggregate demand conditions to lowering
inflation, complemented by the implementation of supply-side policies. The sustained decline in
inflation will foster a more balanced income distribution, while the impact of these supply-side
policies will support a durable improvement in overall welfare.

Graph 10: Annual CPI Inflation (Year End, Percent)
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Maintaining macroeconomic policy coordination

A coordinated policy framework in combating inflation will be sustained, with all
available instruments deployed effectively until sustainable price stability is established.

The practice of inflation targeting in monetary policy will be sustained as the principal
framework for achieving permanent price stability.

In combating inflation, the Central Bank will employ all policy instruments effectively, while
fiscal and incomes policies will continue to be implemented in coordination with monetary
policy.

The implementation of the floating exchange rate regime will be preserved, ensuring that
exchange rates are determined in line with supply and demand conditions in the free
market, except in cases of unhealthy price formations or excessive volatility.

Communication channels will be reinforced in order to contribute to the effectiveness of the
disinflation process.

In the dissemination of statistics, the base year of the CPI will be updated, and compliance
with newly introduced classification and calculation methods in accordance with
international standards will be ensured.

Determining administered and directed prices in line with inflation targets

Inflation inertia will be addressed comprehensively, and price rigidity will be prevented
by ensuring a more effective management of inflation expectations.

The alignment of administered and directed prices with the Program’s inflation forecasts
and targets will be strengthened.

The purchase prices of agricultural products will be determined with due consideration of
their implications for public finances, market dynamics and the overarching objectives of
the Program, with a view to mitigating backward-looking inflation indexation.

Fiscal and foreign trade policies will be implemented with an early-warning perspective to
monitor and assess short- and long-term supply-demand dynamics and export-import
developments in food and agricultural products, as well as the potential impacts of
distribution-chain developments on prices, with the objective of supporting price stability.

Supporting supply-side policies

To reduce the sensitivity of inflation to exogenous shocks, production capacity and
supply chain security will be improved across all sectors, with a particular focus on
agriculture.

To ensure stability in food prices and supply security, target adequacy ratios for strategic
agricultural products will be established, taking into account land productivity, rainfall, and
irrigation possibilities, and production planning will be implemented.

All short- and long-term real estate rental contracts will be transferred to a digital platform
with a standardized format within the Program period.

Public awareness of the market prices website, which transparently shares prices at chain
markets above a certain size in the retail sector, will be enhanced.

4. Balance of Payments

During the Program period, rising protectionist tendencies in global trade will be closely
monitored, and while emerging opportunities will be utilized to the fullest extent, the
risks arising from these developments will be managed through a balanced and proactive
approach. Within this framework, the main objective is to improve the current account
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deficit and reduce potential risks stemming from the external balance. A foreign trade
policy will be pursued to promote the growth of high value-added and technology-
intensive exports, reduce dependence on imports of critical products and technologies,
and make more effective use of Tiirkiye’s potential in the services sector.

Graph 11: Current Account Balance/GDP (Percent)

0,0
-0’5 .
'0;9 '0,8
-1,0
-1,2
-1,4 1,3

-1,4

-1,8
2024 2025 RE 2026 MTP 2027 MTP 2028 MTP

RE: Realization Estimate

Enhancing product and market diversification in exports

In order to increase Tiirkiye’s share in global trade, the focus will be on new product and
new market diversification by improving the traditional product and market structure of
exports. To enhance awareness of the Tiirkiye brand, access new markets through market
diversification, and strengthen the position in existing markets, practices that meet the
needs of exporters will be implemented, and maximum benefit will be derived from the
opportunities arising from recent trends in global trade.

o Efforts will be carried out with European Union (EU) institutions and member states
regarding the modernization of the Customs Union.

o Within the framework of the “Distant Countries Strategy” and the “Export Promotion
Strategy with Members of the Organization of Islamic Cooperation,” market diversification
in goods and services exports will be enhanced.

e Partnership and expansion policies toward Africa and Latin America, along with the
“Re-Asia Initiative,” will be pursued based on mutual benefits and priorities, with concrete
targets.

e Support will continue for international branding activities aimed at enabling firms to
become global players with their own brands in foreign markets and strengthening the
image of Turkish products.

o Efforts to reinforce the “Tiirkiye” brand and to promote all destination and product brands
under the national brand will be sustained in both existing and emerging markets,
implementing new communication models as appropriate.

e International branding strategies will continue to be developed to promote products with
high export potential, including geographically indicated products, in foreign markets

e In order to enhance competitiveness in exports, support mechanisms will be developed at
the product level, taking into account criteria such as global trade growth trends, Tiirkiye’s
market share, technology level, labor intensity, and the need for sectoral transformation.

e For low-tech and labor-intensive products that are experiencing a decline in global trade
share but where Tiirkiye holds a significant market share, necessary measures and support
for intra-sectoral and inter-sectoral transformation will be developed.

32



Unofficial Translation

e In order to foster evidence-based policy development and enhance monitoring and
implementation capacities, a Trade Data Analytics Center (TiVAM) will be established,
where commercial and economic activity data can be stored and analyzed within a common
standards framework.

e Accreditation, training, cooperation, and promotional activities will be carried out to reduce
technical barriers in the trade of halal-certified products and services.

Supporting the financing of exports

To enhance the competitiveness and resilience of exporters, strengthening their access to
financing under favorable conditions will be prioritized. Especially with a focus on green
and digital transformation, financing opportunities for exports will be developed, and
support mechanisms for exports will be used effectively to enhance sustainable and high
value-added export potential.

e Tiirk Eximbank’s business model and corporate infrastructure will be strengthened by
taking into account international best practices, and efforts will continue to enhance the
effectiveness of buyer’s credits by prioritizing high-tech and high-value-added exports.

e The effectiveness of the export support mechanism will be increased through their joint
consideration with financing tools and project-based implementation, and the guarantee
burden for exporters will be reduced via the Export Development Inc.

Accelerating green and digital transformation in exports

In order to increase competitiveness on a global scale, policies to ensure green and digital
transformation will be implemented, compliance with international regulations will be
strengthened, and the competitiveness of exporting companies will be supported.

e [n the process of aligning with instruments such as the Tiirkiye Emissions Trading System
and the Carbon Border Adjustment Mechanism, export outlook and competitiveness
analyses of carbon-intensive sectors will be conducted, identifying product- and sector-
specific risks and opportunities.

e The variety of instruments used to finance exports will be increased to address the
additional costs that the carbon pricing mechanism may impose on sectors.

e [n line with EU digital economy regulations and the Green Deal with regard to the aspects
affecting the export of goods and services, preparations for the necessary legislation,
support policies and international agreements to maintain and increase competitiveness
will be completed.

Strengthening trade diplomacy and strategic partnerships

In order to manage the risks and uncertainties arising from increasing protectionist
tendencies, existing trade agreements will be deepened and trade diplomacy tools will be
effectively utilized to negotiate new agreements with potential export markets. Bilateral
and multilateral dialogue and consultation mechanisms will be employed to the fullest
extent to increase exports to various markets, including friendly and nearby countries,
neighboring and regional countries, as well as distant markets.

o [Initiatives will be undertaken to cooperate with neighboring countries in our region against
common security threats and towards regional peace.

e To minimize the impact of global and regional uncertainties and to maximize the benefits of
emerging opportunities, geoeconomic policies will be pursued effectively and
comprehensively to support regional connectivity projects, particularly the strategically
important Development Road Project in line with national priorities.
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Cooperation with the Central Asian countries and the broader Turkic World, with which
Tirkiye have deep-rooted historical and cultural ties, will be strengthened both at the
bilateral level and on multilateral platforms, particularly with the Organization of Turkic
States and other Turkic Cooperation Organizations, and economic and trade relations,
including in the areas of energy and connectivity will be developed.

Public diplomacy and strategic communication tools, particularly digital diplomacy, will be
effectively utilized to inform both domestic and international audiences.

Mechanisms will be developed through overseas development cooperation projects and
activities to enable firms undertaking procurement of goods, services, and construction
works to expand into broader markets.

Active science and technology diplomacy will be conducted, and bilateral and multilateral
cooperation in digital and breakthrough technologies, particularly artificial intelligence, will
be strengthened.

Reducing import dependency and supporting supply security

In recent years, the contribution of reserves brought into the economy through exploration
and production activities to reducing import dependency will continue. To ensure that
imports remain at levels consistent with macroeconomic objectives, domestic production
of energy and other critical commodities will be encouraged with supply security in mind,
while demand for consumer goods imports will be restrained.
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Policies aimed at developing economic and trade relations, ensuring energy and agricultural
supply security, enhancing regional connectivity, and strengthening links with distant
continents in line with national priorities will be pursued in a holistic manner.

Efforts will be undertaken to position Tiirkiye as a regional energy trade hub.

Measures will be implemented, within the framework of international obligations, to
protect domestic production against threats posed by imports.

Existing and new facilities will be incentivized to increase the share of domestically sourced
inputs in electricity generation at domestic-based load power plants.

Domestic and international exploration and production activities for oil, natural gas, and
mineral resources will be increased and reserves will be brought into the economy with
high value-added.

A strategy and action plan for nuclear technologies will be prepared.

Nuclear energy will be included in the electricity generation portfolio, new projects and
technologies will be developed to increase nuclear capacity, and the localization rates of
equipment used in nuclear power plants will be increased.

Potential reserve areas for radioactive raw materials, metallic ores, rare earth elements, and
industrial raw materials will be identified, and domestic and international mining and
geothermal resources will be explored and brought into the economy in accordance with
international standards and sustainable mining policies.

Research and development-based efforts will be carried out in the mining sector to develop
domestic technologies and products, increase the production and sales of high value-added
boron products, and integrate rare earth elements and lithium carbonate into the economy.

To meet the needs of the national healthcare system, research and product development
activities will be conducted for vaccines, pharmaceuticals, medical devices, diagnostic kits,
and artificial intelligence-based health technologies, thereby developing domestically
produced healthcare products.
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Development of services exports

To more effectively utilize Tiirkiye’s potential in trade in services, global trends will be
closely monitored, and Tiirkiye’s position in key service sectors such as tourism and
transportation will be strengthened. Tiirkiye will become a global player in next-
generation service areas.

e Foreign exchange-earning services trade will continue to be supported with a focus on
international market penetration and deepening, branding, productivity, and
competitiveness in sectors such as tourism, logistics and transportation, information
technology, financial services and consultancy, education, healthcare and sports tourism,
trade fairs, cultural industries, overseas contracting, technical consultancy, and green
services.

e Promotional activities will be carried out to increase tourism revenues, strengthen existing
markets, create new markets, and attract visitors with higher spending tendency.

e In order to diversify tourism and spread it across the whole country throughout the year,
tourism areas offering different tourism products simultaneously and planned in a holistic
manner will be established within a sustainable tourism approach, and thematic tourism
types aimed at increasing revenue per visitor will be supported.

e Service capacity in the field of health tourism will be improved, and promotional and
marketing activities will be enhanced.

e Sports diplomacy tools will be utilized to promote the development of sports tourism
through increased regional and multilateral events.

e Tiirkiye will be established as a major film production hub, thereby increasing the number
of foreign films shot in the country.

e The position of overseas logistics distribution networks within the supply chain will be
strengthened to ensure the participation of more firms, enabling an efficient and
comprehensive flow of exports, and infrastructure will be established to support
sustainable exports in key markets through faster and lower-cost end-to-end deliveries.

e Efforts will be carried out to strengthen the international standing in the field of education
services and to increase service export revenues generated by international students.

5. Financial Stability

The aim is to support financial stability by increasing savings in the financial system,
expanding financial literacy, ensuring efficiency in resource allocation, developing
sustainable finance and financial technologies, and facilitating access to finance through
the deepening of capital markets. In this context, while implementing policies to enhance
access to finance, care will be taken to also employ instruments that support technological
renewal in industry and sectoral transformation, and activities to establish an innovative,
inclusive, and dynamic participation finance ecosystem will continue.

Supporting the Disinflation Program with Financial Market Policies

During the disinflation process, Turkish Lira-denominated savings and investment
instruments will be developed, and the use of resources in areas suitable for the program
will be encouraged.

e Policies to increase the share of Turkish Lira deposits and extend their maturities will
continue to support the disinflation program.
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Policies supporting the monetary policy stance will be implemented for personal loans and
non-targeted commercial loans to balance domestic demand, anchor inflation expectations,
and reduce the current account deficit.

Support for loans aimed at increasing investment, employment, production and exports will
continue.

Establishing a financial sector with a strong institutional structure

The development of the institutional structure will be ensured by taking into account the
compliance of financial regulations with international standards.

The regulatory framework will be determined by taking into account international
standards, and in this context, compliance with the amendments introduced under the Basel
[1I Final regulations package will be ensured.

Efforts to simplify regulations will continue to enable the financial sector to carry out its
intermediation activities effectively.

The regulatory and supervisory framework for the non-bank financial sector will be further
developed.

Regulatory efforts to strengthen the payment services ecosystem and, within this
framework, to enhance the cybersecurity resilience of payment institutions and electronic
money institutions will continue.

Enhancing the Effectiveness of Capital Markets

In order to enable real sector companies to benefit more from the opportunities offered by
capital markets, funding alternatives will be diversified. In this context, the development
of alternative financial instruments will also contribute to broadening the investor base.

Regulations will be introduced to allow companies to better utilize the opportunities offered
by capital markets, and support will be provided to increase the number of qualified initial
public offerings (IPOs).

New products, services, and markets will be developed to deepen capital markets and
expand the investor base.

Corporate governance regulations will be updated in line with international standards,
including the OECD Principles of Corporate Governance.

Necessary efforts will be undertaken to shorten the settlement period for equity trading
transactions.

Artificial intelligence and other technologies will be utilized more extensively in the
supervision of capital markets to enhance their effective functioning.

The necessary legislative work will be carried out to activate arbitration in resolving capital
markets disputes.

Judicial and administrative sanctions for market-disruptive actions will be made more
deterrent to ensure healthier price formation in capital markets.

Strengthening Participation Finance

In order to reinforce the participation finance ecosystem, the regulatory framework will
be enhanced, and the diversity of products and services will be increased.
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Regulations concerning development and investment banks operating entirely on
participation principles will be implemented.

A regulatory infrastructure will be established for non-bank financial institutions operating
on a participation basis.



Unofficial Translation

The legal infrastructure for participation insurance will be strengthened, and the
inclusiveness of participation insurance and participation-based pension plans will be
increased.

Various products and services will be developed to promote the dissemination of the
participation finance system.

Mechanisms that will facilitate the institutional transformation of participation finance and
support the sector will be established.

Development of the Insurance and Private Pension Sector

In order to diversify insurance sector and revive participation in the private pension
system, regulations will be made to ensure the continuity of a trust environment and
enhance the resilience of the insurance sector.

Efforts will be made to improve the relevant insurance legislation to ensure the continuity
of market discipline, resilience, and a trust environment.

The legislative infrastructure will be established for digital insurance and insurtech
applications in the insurance and private pension sectors.

Efforts will be made to increase the rate of insured producers by including producers who
do not have agricultural insurance to the system and by developing new products.

Dissemination of Financial Technologies

Tirkiye's position in global financial markets will be strengthened by increasing the scale
and effectiveness of financial technology activities.

Cloud computing usage opportunities will be improved and expanded in order to increase
the efficiency and competitiveness of payment and electronic money institutions.

Studies will be carried out to support the increase in the prevalence of FAST and FAST Layer
Services and Payment Services Data Sharing Services.

Studies will be conducted to introduce and expand the Digital Turkish Lira, addressing its
economic, legal, and security aspects.

Investments will be supported in accordance with the criteria of digital competence, data
security, and technology adoption, and new financial instruments will be developed within
this framework.

Development of Sustainable Finance

Efforts will be carried out to make greater use of sustainable finance resources, sustainable
finance infrastructure will be developed and product diversity will be increased.

A green finance strategy and action plan that will contribute to the green transformation
will be put into practice.

Activities will be undertaken to develop green banking practices, and mechanisms will be
established to meet the financing needs of investments aimed at supporting the green
transformation.

Funding provided by banks to finance social-themed investments domestically will be
encouraged.

New products and services will be developed within the scope of sustainable finance.

The guide on green and sustainable debt instruments will be expanded to include social
capital market instruments, and a guide will be prepared for sustainability-linked capital
market instruments.
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Increasing Savings

In order to increase domestic savings and saving awareness, financial literacy will be
expanded and long-term savings instruments will be developed.

e A complementary pension system (CPS) will be established in which the Automatic
Enrolment System (AES) will be transformed into a second-stage pension system with the
contribution of employers.

e Standard retirement investment funds in the Private Pension System (PPS), will be
redesigned to create more value added for participants’ savings.

e AES participants will be granted access to the retirement funds available in the PPS,
regulations will be made to simplify deductions, and the system’s attractiveness will be
enhanced, leading to increases in fund amounts and participant numbers.

e The conditions under which partial withdrawals from the PPS are allowed will be expanded
to include new areas such as paid military service and pilgrimage.

e Incentive mechanisms will be introduced to encourage the participation and retention of
students under the age of 25 who are enrolled in higher education institutions in the PPS.

e The use of savings life insurance products linked to investment funds will be promoted.

¢ Financial education activities will be expanded to enhance financial literacy.
6. Public Finance

During the program period, decisive steps will continue to be taken to strengthen budget
discipline, thereby enhancing the role of public finance in supporting macroeconomic
stability. Fiscal and revenue policies will be implemented in coordination with monetary
policy to contribute effectively to the economic stabilization process.

Public finance will be utilized as a strategic tool to achieve sustainable high growth and
development. Efforts to enhance efficiency and fairness in taxation, as well as to reduce the
informal economy, will continue unabated. Revenue and expenditure policies will be implemented
to ensure the allocation of necessary resources in support of the green and digital transformation.

The public debt policy will be carried out within a risk management framework based on strategic
criteria, taking into account market conditions and cost elements, and in alignment with monetary
and fiscal policies, with an understanding of sustainable debt management. In this context, the
principles of meeting financing needs at the lowest possible cost in the medium and long term,
and strengthening the structure of the debt stock will be prioritized. Furthermore, efforts to
increase the diversity of financing sources and instruments, and to broaden the investor base will
continue.

The public sector general balance is projected to run a deficit of 3.4 percent of GDP in 2026, which
is expected to decline to 2.6 percent by the end of the program period.

The program-defined public sector deficit, which is projected to be 0.5 percent of GDP at end-
2026, is expected to turn into a surplus of 0.3 percent at the end of the period.

The ratio of general government deficit to GDP is projected to be 3.1 percent at end-2026 and 2.6
percent at the end of the program period.

General government total revenues, which are projected to be 33.1 percent of GDP in 2026, are
expected to be 33.2 percent at the end of the program period, while general government total
expenditures are expected to decline from 36.2 percent to 35.7 percent in the same period.

The central government budget deficit as a percentage of GDP is projected to be 3.5 percent in
2026 and 2.8 percent at the end of the program period; primary expenditures and total revenues
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are projected to be equal in 2026, with a primary surplus of 0.5 percent at the end of the program
period.

In 2026, the total tax burden, including social security premiums, is expected to increase by 1.2
points to 25 percent of GDP, and is projected to be 25.3 percent at the end of the program period.

The EU-defined general government debt stock, which is expected to be 24.7 percent of GDP in
2026, is targeted to be reduced to 24.2 percent by the end of the program period.

The ratio of central government budget expenditures to GDP is expected to be 24.5 percent in
2026, while the ratio of central government budget primary expenditures to GDP is expected to
be 21 percent.

Central government budget revenues were determined by taking into account macroeconomic
forecasts, developments in domestic and external markets, and the effects of revenue policies on
budget revenues.

The ratio of central government budget revenues to GDP is expected to be 21 percent in 2026,
while the ratio of general budget tax revenues to GDP is expected to be 17.8 percent.

Graph 12: Central Government Budget Balance/GDP (Percent)
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Enhancing efficiency in expenditures

Throughout the program period, measures to increase the efficiency and effectiveness of
public spending will continue to be implemented with determination, and the strong and
sustainable structure of public finances will be maintained without compromising fiscal
discipline.
e In order to increase efficiency in resource utilization, expenditures will continue to be
systematically reviewed, and inefficient expenditure areas will be eliminated.

e Audit and monitoring activities related to cost-saving measures that will increase efficiency
in public spending will continue.

o Rationalization efforts in the public investment program will continue, and investments that
generate economic and social benefits will be prioritized.

e Public procurement legislation will be updated in line with international norms and
standards with a procurement approach that supports and prioritizes digitalization,
innovation and sustainability, and sectoral public procurement regulation will be
implemented.
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The scope of the e-Procurement System, developed to enable detailed analysis and
management of public procurement and to facilitate savings-oriented centralized public
procurement policies, will be expanded.

To enhance the accrual and collection infrastructure of public administrations and to ensure
that citizens have access to convenient, rapid, and secure payment mechanisms, the e-
Collection system will be further expanded.

In order to facilitate expenditure savings analyses and strengthen control mechanisms by
conducting transactions in a digital environment, the coverage of electronic invoicing within
the public sector will be extended.

The use of public vehicles will be systematically reviewed within the framework of needs
analyses and a saving approach, surplus vehicles or economically obsolete vehicles will be
eliminated and priority will be given to domestic production and environmentally friendly
vehicles by considering costs in new vehicle acquisitions limited to mandatory cases.

Public-Private Partnership (PPP) projects will be planned and carried out by taking into
account macroeconomic policies, public obligations and budget balances and by considering
cost effectiveness with a balanced risk sharing.

The effectiveness of financial management and control practices of public administrations
will be increased, administrative capacities of internal audit units will be strengthened and
monitoring and evaluation of internal control systems will be expanded.

Efficiency and savings in public expenditures will continue to be ensured through artificial
intelligence-supported accounting systems, while supporting decision making processes
and strengthening the risk-focused public financial auditing infrastructure.

An Asset Management System will be developed to ensure the effective and efficient
management of assets of public administrations.

The principles, regarding spending of funds and revolving funds included in the public
sector general balance, will be determined, practices like special revenues and funds will be
reviewed to strengthen the implementation of the unity principle of the budget.

A family-focused, inclusive and integrated social assistance program that guarantees a
minimum income per capita and does not hinder labor force participation will be launched
with a pilot project.

Regarding public procurement and build-operate-transfer projects, infrastructure projects
aligned with sustainability goals will be expanded in a way that takes the interest of
international responsible investors.

Public procurement processes will be digitized to increase auditing, accountability, and
transparency.

The scope of the savings-focused central public procurement policies will be expanded,
sustainable supply, domestic products and technology transfer will be supported through
central public procurement, and supply of the products subject to the central procurement
process through the State Supply Office (DMO) will be prioritized.

Public assets that are currently within the scope and program of privatization, as well as
newly acquired idle public assets, will be brought into the national economy through
transparent, competitive, and open tenders, in a manner that also meets the needs of public
institutions.

A public fiscal data portal will be developed to enhance fiscal transparency and
accountability for use by the public and stakeholders.
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In order to enhance fiscal transparency and improve the data quality of fiscal statistics, the
use of the Integrated Public Financial Management Information System will be expanded in
local governments.

Financing of a disaster-resilient structure

The main objective is to increase the resilience of settlements and society against disasters,
to minimize the social and economic effects of disasters by reducing disaster risks, and to
provide the necessary financing for the effective execution of all processes of disaster
management. In Tiirkiye, where the majority of the population is located in earthquake-
prone regions, disaster-prone areas will be prioritized according to their levels of hazard
and risk in order to strengthen resilience and enhance preparedness against all types of
disasters.

The efforts to compensate for damage caused by the earthquake in February 2023 will be
completed during the program period.

In order to increase disaster resilience in cities, particularly in Istanbul, the allocation of
necessary funds will be continued.

The processes related to disaster insurance covering all types of hazards will be completed.

Legislative amendments will be introduced regarding entitlement, repayment, and
financing methods to ensure the effective and efficient use of public resources in meeting
the housing needs of disaster-affected people.

Public service institutions, particularly in education and health, will be strengthened to
enhance preparedness for disasters and emergencies.

The capacity to respond to infectious diseases, health shocks, and disasters will be
strengthened.

Technical and human capacity to respond to disasters and emergencies will be improved
and the establishment of an uninterrupted secure communication system infrastructure
will be completed.

In order to minimize the impacts of disasters, the scale of disaster risks will be determined
through multi-disciplinary data analyses, disaster hazards will be monitored using
advanced technologies and response processes will be managed effectively.

The resilience of tourism facilities to fire and natural disaster risks will be enhanced, and
institutional and technical capacity to ensure visitor safety will be strengthened.

Housing needs arising from population growth, migration, or renewal will be addressed by
taking into account the supply-demand balance.

Settlements that contribute the green transformation by being energy efficient and
compatible with zero waste principles, featuring horizontal architecture and resilient to
disasters will be constructed.

In order to expedite the reconstruction of the disaster prone building stock, particularly in
Istanbul, regulations will be strengthened and urban transformation efforts will be
accelerated by taking into account the expectations of right holders and dynamics of the
transformation areas.

In the production of social housing, priority will be assigned to regions with high disaster
risk, and inclusive, healthy, safe, and resilient living environments will be comprehensively
planned and constructed including their infrastructure and superstructure facilities.

In view of potential disasters, new temporary shelter sites across the country will be
identified in coordination with local administrations and infrastructure activities based on
their joint use will be carried out.
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Enhancing fairness and efficiency in taxation

Tax policies will be implemented on the basis of a sustainable and fair structure, in line
with the principles of predictability and efficiency. The tax system will be utilized as an
instrument to improve income distribution and to strengthen the investment climate.

Tax policies will continue to prioritize revenue policies that support investment,
employment, production, exports, and competitiveness in line with the principles of growth
and social justice.

During the program period, the share of direct tax revenues in the budget will be increased
through measures targeting the informal economy and by reviewing the weight of indirect
taxes in the budget.

Efforts will continue to broaden the tax base and to enhance voluntary compliance in
taxation in order to increase sustainable revenue sources in public financial management.

Tax expenditures will be analyzed and ineffective exceptions, exemptions, and discounts
will be adjusted.

Taxpayer behaviors that are effective in full and timely payment of taxes and tax compliance
problems will be analyzed and strategies that will contribute to increasing the level of
compliance will be developed.

A more comprehensive publication of tax statistics and tax reports will be ensured.

Strengthening the fight against informality and enhancing the effectiveness of inspections

The fight against the informal economy will continue with determination, and the
disciplined and transparent management of public finances will be supported by
increasing the effectiveness of auditing processes.
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The fight against the informal economy will be carried out through risk analysis activities
supported by technological tools such as artificial intelligence and big data, with the active
participation of all relevant stakeholders.

In order to prevent informal economic activities, ensure fairness in taxation, support
voluntary compliance, risks related to relevant sectors and areas will be identified using
artificial intelligence and advanced analytical techniques, and the effectiveness of audits will
be enhanced.

Risk-oriented inspection activities based on data analysis will be increased in combating
informal employment and unregistered wages in order to expand the premium base.

Studies will be carried out to measure the size of the unregistered economy at the macro
level, to calculate the tax gap on the basis of tax types, and to conduct policy-supporting
analyses on combating the unregistered economy.

Applications will be developed to address informality in digital activities.

The Risk Analysis Assessment and Research (RADAR) System, which was established to
prevent tax losses and evasion and unregistered economic activities, will be improved by
integrating financial and economic data and feeding these data into sectoral and taxpayer-
based risk scenarios.

By utilizing artificial intelligence to detect acts of tax evasion, the use of forged documents
that feed tax evasion will be prevented.

Third party administrative data will be utilized more effectively in determining the accuracy
of taxable transactions in tax audits.
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In order to prevent tax loss and evasion, to establish and ensure the proper functioning of
the documentation system, widespread and intensive tax audits will be increased, thereby
ensuring that the perception of tax inspection is ingrained among taxpayers, and voluntary
compliance will be encouraged.

In combating organized tax evasion, legislative work will be carried out in cooperation with
the relevant institutions to ensure the effective conduct of tax evasion investigations.

Efforts will be undertaken to ensure that real estate properties are properly valued and that
transactions are carried out based on their actual values.

The e-Lease Agreement application, which enables rental contracts to be securely prepared
through the e-Government Gateway, will be expanded.

SEE’s governance reform

Enhancing profitability, effectiveness and productivity of public enterprises to higher
levels, strengthening accountability, increasing transparency, and maintaining activities in
line with the requirements of commercial life will be ensured.

It will be ensured that SEEs with different statuses will be monitored, the effectiveness of
SEEs accounting systems will be enhanced, and their financial structures will be
strengthened with the aim of reinforcing public financial discipline.

It will be ensured that SEEs carry out their activities effectively and efficiently in harmony
with macroeconomic, sectoral and social policies, in a manner that supports sustainability
in public finance, and arrangements for SEE governance reform will be implemented.

The accountability of SEEs and boards of directors will be strengthened through the use of
performance-based measurement methods.

Mechanisms will be established to ensure coordination among SEEs that interact with each
other in the sectoral, administrative and financial fields due to their operations, and
institutional arrangements will be implemented.

Financial sustainability of the social security system

The long-term financial sustainability of the social security system will be strengthened,
the premium base and collection will be increased, and adaptation to new working styles
will be enhanced.

By analyzing the decline of the population growth rate and its impacts on the social security
balance, the foundation of a long-term care insurance scheme will be established to
reinforce the care economy.

The effectiveness of primary health care services within the health system will be increased
and integration between service levels will be strengthened.

Utilization control in health products and services, as well as integration between service
levels, will be strengthened, thereby ensuring the appropriate utilization of these levels.

The financial sustainability of the system will be strengthened through regulations that
encourage employees to stay in employment while prioritizing equity and actuarial balance.

To expand both the de facto and legal coverage of the social security system and inclusion
of the currently uncovered groups, tailored practices will be developed for different
occupations and income groups, while social security legislation will be aligned more
closely with changing labor market conditions and new-generation flexible working
arrangements.

Follow-up and collection processes of premium debts will be made more effective.
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Audit models that incorporate risk analysis and provider behavior in the reimbursement of
health services will be developed.

The scope of the Health Market Implementation will be expanded to include more
pharmaceuticals and medical supplies, thereby further strengthening the supply chain.

In order to ensure financial sustainability without restricting access to health services,
reimbursement criteria will be reviewed through data analysis, value-based reimbursement
methods will be expanded, and expenditures will be made more efficient in rapidly
increasing categories such as medicines procured from abroad.

Pharmaceutical and treatment expenditures will be rationalized by promoting the rational
use of medicines.

The information systems of the Social Security Institution will be strengthened, inter-
agency data sharing will be increased, and indicators related to long-term financial
sustainability will be regularly monitored.

Ineffective employment incentives will be terminated; the incentive system will be
streamlined to ensure a simple and efficient structure.

7. Business and Investment Environment

Growth and employment will be supported by increasing the confidence of economic
actors, improving business and investment processes, and attracting high-quality foreign
direct investment to the country through the implementation of public policies and
regulations in a predictable, rule-based, transparent and facilitative manner.

Improving the regulatory framework

By improving the regulatory framework in the business and investment environment,
transparency and predictability will be increased.
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Regulations incorporating new mechanisms will be introduced to ensure the continuity of
investments, create predictability for investors, and safeguard investments.

A one-stop mechanism will be established to facilitate investment processes for qualified
investments.

Methods will be developed to ensure faster resolution of investment disputes.

Judicial processes will be made more efficient and alternative dispute resolution methods
will be further strengthened.

Digital solution platforms, online dispute resolution and electronic hearing methods will be
developed to improve access to justice and the right to a trial within a reasonable time.

New areas of need will be identified by conducting an impact analysis of specialized courts
and new specialized courts will be established.

The new needs will be determined by taking into account the workload and average case
duration of the Intellectual and Industrial Property Courts.

The legal structure will be strengthened to increase social consciousness and awareness in
the intellectual property system, while the ecosystem that supports the formation of
intellectual property rights will be developed and the commercialization of these rights will
be accelerated.

Legislative work will be carried out to promote the widespread use of the e-Notification
system.

Enforcement and bankruptcy legislation will be updated by taking current conditions into
account.
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The harmonization process of the Personal Data Protection Law No. 6698 (KVKK) with the
European Union General Data Protection Regulation (GDPR) will be completed.

The Market Surveillance and Inspection Agency will be established to consolidate market
surveillance and inspection activities carried out by different administrations, to ensure
uniformity of implementation and to prevent duplication.

A new inspection model based on artificial intelligence software will be created to ensure
the traceability of industrial products placed on the market electronically and to carry out
market surveillance and inspection more effectively.

Secondary legislation will be prepared to ensure investment security in energy and mining
activities.

A Digital Competition Compliance Guide covering content promotion, algorithm
transparency, fair ranking, content removal criteria, and copyright sharing principles will
be prepared to support the development of the digital economy.

Improvement of business and investment processes

The business and investment environment will be improved by streamlining company
formation and liquidation processes, reducing, simplifying, and accelerating bureaucratic
procedures, and lowering costs.

To facilitate business processes and export operations in foreign trade, the processing
capacities of customs administrations and customs gates will be increased, and their
physical and technological infrastructure will be renewed in line with requirements, taking
into account local usage possibilities.

Industrial property registration processes will be accelerated using artificial intelligence
technologies, and the quality of decisions will be improved.

Innovative digital applications will be implemented to encourage the establishment of
innovative enterprises, providing ease of company formation and start-up exemptions.

Digital aplications will be developed to attract foreign entrepreneurs, investors, and
qualified labor.

To enhance Tiirkiye's global investment environment ranking in certain determined areas,
improvement measures will be implemented.

Processes related to investments, such as permits, licences, and authorisations, will be
transferred to online platforms.

Establishment of competitive new investments

In order to increase private sector investments, taking into account priority sectors and
regional conditions, financing opportunities for investments, especially for new
entrepreneurs, will be improved, the supply of investment land will be increased and the
investment land allocation system will be strengthened.

Work will be carried out to increase the complementarity of inflow and outflow of
international direct investments and their contribution to the economy.

State aid, primarily the investment incentive system, will be implemented in a simple and
effective manner based on impact assessments.

An investment site inventory covering suitable areas will be prepared to effectively evaluate
investment opportunities.

New allocation models will be developed to accelerate the investment site allocation
processes for large-scale and strategic investments in the manufacturing industry.
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Increasing Green and Digital Transformation-Oriented Investments

Investments that support green and digital transformation, as well as those aimed at
strengthening the position in global supply chains, will be increased.

¢ Ininvestments for green transformation, the domestic supply ecosystem will be developed
to enhance local sourcing.

e A new dialogue mechanism will be established with the European Union on green and
digital transformation and the development of supply chains.

o Supplier development programs will be established to strengthen the institutional capacity
of SMEs and increase their opportunities for integration into the supply chains of
international direct investments.

8. Central Government Budget Appropriation Proposal Ceilings and Issues Regarding the
Budget Process

Pursuant to Article 16 of the Law No. 5018, the appropriation proposal ceilings for the years 2026,
2027, and 2028 of the public administrations within the scope of general budget and special
budget administrations included in the Tables (I) and (II) annexed to the mentioned Law are given
in Annex 2.

Budget proposals for 2026, 2027 and 2028 will be prepared by public institutions and
organizations in line with the multi-annual budgeting approach in accordance with Articles 15,
16,17 and 18 of Law No. 5018. The successful implementation of multi-annual budgeting depends
on the necessary cooperation and coordination among public administrations in budget
implementations. Moreover, while preparing budget proposals, administrations are required to
comply with the regulations set out in the Presidential Circular No. 2024/7 on Savings Measures.

Public administrations under the general budget and administrations with special budgets, will
prepare their budget proposals covering 2026-2028 within the framework of the principles and
procedures in the Budget Call, the attached Budget Preparation Guide, the Investment Circular
and the attached Investment Program Preparation Guide, and then will submit them to the
Presidency of Strategy and Budget by 30 September 2025.
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Annex 1:
Main Macroeconomic and Fiscal Indicators
and Targets
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Table 1.1: Main Economic Indicators

2024 | 2025 (RE) | 2026 (P) | 2027 (P) | 2028(P)

GDP (Billion TL, Current Prices) 44,587 62,179 77,257 89,406 101,397
GDP (Billion USD, Current Prices) 1,358 1,569 1,658 1,763 1,886
GDP Per Capita (USD) 15,325 17,748 18,621 19,710 20,987
GDP Growth (1) 3.3 3.3 3.8 4.3 5.0
Total Consumption (1) 3.5 2.5 3.3 3.8 4.4

Public() 43 3.4 4.8 5.5 6.0

Private(?) 3.4 2.4 3.2 3.6 4.1
Total Fixed Capital Investment (1) 2.7 4.6 4.0 4.2 49

Public(?) 6.4 5.0 2.3 6.7 8.7

Private® 2.2 4.5 4.2 3.9 4.4
Total Domestic Savings / GDP 30.1 30.6 30.8 31.1 31.2

Public 0.1 0.2 0.3 0.5 0.9

Private 30.0 30.4 30.6 30.6 30.3
Total Saving -Investment Difference / GDP ) -0.6 -1.4 -1.3 -1.1 -0.9

Public -3.4 -3.2 -3.1 -3.0 -2.6

Private 2.8 1.8 1.8 1.9 1.7
Total Final Domestic Demand (1) 3.3 3.0 3.5 3.9 45
Contribution of Net Exports to Growth 1.0 .03 0.0 0.1 0.2
Population (Midyear‘ Thousands) (4) 85,518 85,825 86,447 86,856 87,252
Labor Force Participation Rate (%) 54.2 53.7 54.4 55.1 56.0
Employment (Thousands) 32,620 32,605 33,336 34,128 35,130
Employment Rate (%) 49.5 49.1 49.8 50.5 51.6
Unemployment Rate (%) 8.7 8.5 8.4 8.2 7.8
Exports (GTS defined, fob) (Billion USD) () 261.8 273.8 282.0 294.0 308.5
Imports (GTS defined, cif) (Billion USD) (5) 344.0 367.0 378.0 393.0 410.5
Crude Oil Price- Brent (USD/Barrel) 80.5 70.0 65.0 65.1 65.6

Energy Imports (Bil]ion USD) 65.6 64.0 63.0 62.5 62.0
Foreign Trade Balance (GTS defined, Billion USD) (® -82.2 -93.2 -96.0 -99.0  -102.0
Foreign Trade Volume / GDP (%)) 44.6 40.8 39.8 39.0 38.1
Tourism Revenues (Billion USD) 60.5 64.0 68.0 71.0 75.0
Travel Revenues (Billion USD) 56.3 59.5 61.8 64.5 68.2
Current Account Balance (Billion USD) -10.2 -22.6 -22.3 -20.5 -18.5
Current Account Balance / GDP (%) -0.8 -1.4 -1.3 -1.2 -1.0
Current Account Balance Excl. Gold (Billion USD) 34 -5.3 -6.0 -6.9 -7.5
Current Account Balance Excl. Gold / GDP (%) 0.3 -0.3 -0.4 -0.4 -0.4
GDP Deflator Increase, % Change 59.3 35.0 19.7 109 8.0
Consumer Price Index (End of Year), % Change 444 28.5 16.0 9.0 8.0

Note: RE: Realization Estimate
P: Program

(1) Percentage change in chained volume index

(2) Consumption and investment data (public and private) are the calculations of the Presidency of Strategy and Budget.

(3) The difference between total saving-investment difference and current account deficit stems from export and import weighted exchange rates in
national income accounts.

(4) These are the calculations of the Presidency of Strategy and Budget.

(5) Indicates foreign trade statistics compatible with the General Trade System (GTS) published by TURKSTAT.
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Table 1.2: Public Sector General Balance (1)

2024

2027 (P)

2028 (P)

Public Sector General Balance (PSGB)

General Government

Central Government Budget
Local Governments
Extra Budgetary Funds
Unemployment Insurance Fund
Social Security Institutions
General Health Insurance
Revolving Funds

SEE’s

Public Sector Primary Balance
Public Sector Balance Exc. Interest Exp. and
Privatization Rev.

Public Sector General Balance (PSGB)

General Government
Central Government Budget
Local Governments
Extra Budgetary Funds
Unemployment Insurance Fund
Social Security Institutions
General Health Insurance
Revolving Funds

SEE’s

Public Sector Primary Balance
Public Sector Balance Exc. Interest Exp. and
Privatization Rev.

-2,578.8
-2,066.4
-2,107.8
-186.5
46.0
162.0
-235.2
260.5
-5.4
-512.5
-1,201.5

-1,219.6

-5.8
-4.6
-4.7
-0.4
0.1
0.4
-0.5
0.6
0.0
-1.1
-2.7

-2.7

2025 (RE) | 2026 (P)

(Billion TL)

-2,183.8| -2,594.0

-1,939.3 -2,412.5

-2,208.3 -2,712.7

-9.8 -7.6

75.5 64.0

203.9 236.8

-365.0 -547.2

365.0 547.2

-0.6 7.0

-244.5 -181.5

294 305.7

8.4 120.7
(Percent of GDP

-3.5 -3.4

-3.1 -3.1

-3.6 -3.5

0.0 0.0

0.1 0.1

0.3 0.3

-0.6 -0.7

0.6 0.7

0.0 0.0

-0.4 -0.2

0.0 0.4

0.0 0.2

-2,586.4
-2,379.7
-2,738.5
-34.2

4.7
302.6
-559.8
636.2
9.3
-206.7
616.0

546.0
, %)
-2.9
-2.7
-3.1
0.0
0.0
0.3
-0.6
0.7
0.0
-0.2
0.7

0.6

-2,587.4
-2,603.5
-2,805.1
-363.0
5.7
342.2
-518.4
727.0
8.1

16.2
916.7

886.7

-2.6
-2.6
-2.8
-0.4
0.0
0.3
-0.5
0.7
0.0
0.0
0.9

0.9

(1) Public sector covers; central government budget, local governments, unemployment insurance fund, social security institutions, SEE’s, revolving

funds, extra-budgetary funds and general health insurance scheme.

RE: Realization Estimate
P: Program
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Table 1.3: Public Sector General Balance (Program Definition) (1)

Public Sector

General Government
Central Government Budget
Local Governments
Extra Budgetary Funds
Unemployment Insurance Fund
Social Security Institutions
General Health Insurance
Revolving Funds

SEE’s

Public Sector

General Government
Central Government Budget
Local Governments
Extra Budgetary Funds
Unemployment Insurance Fund
Social Security Institutions
General Health Insurance
Revolving Funds

SEE'’s

2024

-1,732.4
-1,234.8
-1,183.0
-165.5
46.4
66.7
-235.2
260.5
-24.7
-497.6

-3.9
-2.8
-2.7
-0.4

0.1

0.1
-0.5

0.6
-0.1
-1.1

2025 (RE)

-462.4 -347.9 8.9
-240.6 -175.8 2111
-397.9 -372.7 -29.7
37.7 57.1 40.4
76.1 64.7 5.5
64.7 89.8 131.7
-365.0 -547.2 -559.8
365.0 547.2 636.2
-21.3 -14.8 -13.2
-221.8 -172.1 -202.2
(Percent of GDP, %)
-0.7 -0.5 0.0
-0.4 -0.2 0.2
-0.6 -0.5 0.0
0.1 0.1 0.0
0.1 0.1 0.0
0.1 0.1 0.1
-0.6 -0.7 -0.6
0.6 0.7 0.7
0.0 0.0 0.0
-0.4 -0.2 -0.2

2026 (P)

2027 (P)

2028 (P)

347.0
329.5
246.2
-282.3
6.6
166.0
-518.4
727.0
-15.6
17.5

0.3
0.3
0.2
-0.3
0.0
0.2
-0.5
0.7
0.0
0.0

(1) Excluding interest payments and revenues, privatization revenues, dividends from public banks and some specific revenues and expenditures.

RE: Realization Estimate
P: Program

Table 1.4: Public Sector Selected Indicators

Public Disposable Income

Public Consumption

Public Saving

Public Investment

Public Saving-Investment Gap
Public Sector Privatization Revenues

Tax Burden (Including Social Security Premiums) (1)
Tax Burden (Excluding Social Security Premiums)

(1)
EU Defined General Government Debt Stock

2024

10.5
-10.4
0.1
-3.5
-3.4
0.0
23.0

16.6]

24.0|

2025 (RE)

2026 (P)

2027 (P)

(Percent of GDP, %)
10.6 11.3 11.7
-10.4 -11.1 -11.2
0.2 0.3 0.5
-3.4 -3.4 -35
-3.2 -3.1 -3.0
0.0 0.2 0.1
23.8 25.0, 25.2
17.5 18.2 18.3
24.6 24.7 24.7

2028 (P)

(1) Excluding Rebates.
RE: Realization Estimate
P: Program
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Table 1.5: General Government Balance (1)
2024 2025 (RE) | 2026 (P) | 2027 (P) | 2028 (P)

(Billion TL)

Revenues 13,863.9 19,565.8 | 25,575.1 | 29,673.5 | 33,632.4
Taxes 7,361.3 10,824.2 | 13,9949 | 16,271.7 | 18,552.5
Non-Tax Revenues 844.8 1,196.9 1,481.1 1,769.6 2,013.5
Factor Income 1,952.6 2,464.0 3,156.2 3,542.2 3,878.9
Social Funds 3,687.1 5,059.7 6,758.0 8,020.0 9,157.5
Privatization Revenues 18.1 21.0 185.0 70.0 30.0

Expenditures 15,930.3 21,505.2 | 27,987.7 | 32,053.2 | 36,235.9
Primary Expenditures 14,602.1 19,352.4 | 25,131.8 | 28,891.8 | 32,764.4

Current Expenditures 6,696.1 9,3109 | 12,025.2 | 14,025.2 | 15,983.9
Capital Expenditures 1,285.1 1,679.4 1,864.2 2,284.3 2,750.3
Transfer Expenditures 6,620.9 8,362.2 | 11,2425 | 12,582.3 | 14,030.2
Stock Revaluation Fund 0.0 0.0 0.0 0.0 0.0
Interest Expenditures 1,328.1 2,152.7 2,855.9 3,161.4 3,471.5

General Government Balance -2,066.4 -1,939.3 | -2,412.,5 | -2,379.7 | -2,603.5

Primary Balance -738.2 213.4 443.3 781.7 868.0

Balance Excluding Privatization Revenues -2,084.5 -1,960.3 | -2,597.5 | -2,449.7 | -2,633.5

Balance Excluding Pri. Rev. and Int. Exp. -756.3 192.4 258.3 711.7 838.0

ent of GDP,

Revenues 31.1 31.5 33.1 33.2 33.2
Taxes 16.5 17.4 18.1 18.2 18.3
Non-Tax Revenues 19 1.9 19 2.0 2.0
Factor Income 4.4 4.0 41 4.0 3.8
Social Funds 8.3 8.1 8.7 9.0 9.0
Privatization Revenues 0.0 0.0 0.2 0.1 0.0

Expenditures 35.7 34.6 36.2 35.9 35.7
Primary Expenditures 32.7 31.1 32.5 32.3 32.3

Current Expenditures 15.0 15.0 15.6 15.7 15.8
Capital Expenditures 29 2.7 2.4 2.6 2.7
Transfer Expenditures 14.8 13.4 14.6 14.1 13.8
Stock Revaluation Fund 0.0 0.0 0.0 0.0 0.0
Interest Expenditures 3.0 3.5 3.7 3.5 34

General Government Balance -4.6 -3.1 -3.1 -2.7 -2.6

Primary Balance -1.7 0.3 0.6 0.9 0.9

Balance Excluding Privatization Revenues -4.7 -3.2 -3.4 -2.7 -2.6

Balance Excluding Pri. Rev. and Int. Exp. -1.7 0.3 0.3 0.8 0.8

(1) General government includes central government budget, local governments, unemployment insurance fund, social security institutions, revolving
funds, extra-budgetary funds and general health insurance scheme.

RE: Realization Estimate

P: Program
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Table 1.6: Central Government Budget

2024 2025 (RE) | 2026 (P) | 2027 (P) | 2028 (P)
(Billion TL)

Expenditures 10,780.6 | 14,674.1| 18,928.8| 21,478.5| 24,082.0
Primary Expenditures 9,510.2 | 12,6214 | 16,187.2| 18,438.7| 20,735.9
Personnel Expenditures 2,666.0 3,672.3 4,907.3 5,652.8 6,280.7

SSI Government Contributions 332.2 449.0 599.7 691.2 766.9
Goods and Serv. Procurement Exp. 747.0 1,005.0 1,249.6 1,528.4 1,841.6
Current Transfers 3,863.9 5,525.2 6,820.8 7,903.1 8,885.8
Capital Expenditures 944.1 1,316.8 1,310.4 1,609.3 1,825.2
Capital Transfers 640.4 334.4 523.2 190.6 205.9
Lending 316.5 318.8 394.3 434.6 449.4
Reserve Allocations 0.0 0.0 382.0 428.6 480.4
Interest Expenditures 1,270.5 2,052.7 2,741.7 3,039.8 3,346.1
Revenues 8,672.8| 12,4659 | 16,216.1| 18,740.0| 21,276.9
General Budget Tax Revenues 7,305.3 10,733.6 13,783.1 16,033.7 18,294.7
Other Revenues 1,367.6 1,732.3 2,433.0 2,706.3 2,982.1
Budget Balance -2,107.8| -2,208.3| -2,712.7| -2,738.5| -2,805.1
Primary Balance -837.3 -155.6 29.0 301.3 541.0
Program Defined Expenditures 9,510.2 | 12,6214 | 16,187.1| 18,438.6| 20,735.9
Program Defined Revenues 8,327.1| 12,223.5| 15,814.5| 18,4089 | 20,982.1
Program Defined Balance -1,183.0 -397.9 -372.7 -29.7 246.2

(Percent of GDP, %)

Expenditures 24.2 23.6 24.5 24.0 23.8
Primary Expenditures 21.3 20.3 21.0 20.6 20.5
Personnel Expenditures 6.0 5.9 6.4 6.3 6.2

SSI Government Contributions 0.7 0.7 0.8 0.8 0.8
Goods and Serv. Procurement Exp. 1.7 1.6 1.6 1.7 1.8
Current Transfers 8.7 8.9 8.8 8.8 8.8
Capital Expenditures 2.1 2.1 1.7 1.8 1.8
Capital Transfers 1.4 0.5 0.7 0.2 0.2
Lending 0.7 0.5 0.5 0.5 0.4
Reserve Allocations 0.0 0.0 0.5 0.5 0.5
Interest Expenditures 2.8 3.3 3.5 3.4 3.3
Revenues 19.5 20.0 21.0 21.0 21.0
General Budget Tax Revenues 16.4 17.3 17.8 17.9 18.0
Other Revenues 3.1 2.8 3.1 3.0 29
Budget Balance -4.7 -3.6 -3.5 -3.1 -2.8
Primary Balance -1.9 -0.3 0.0 0.3 0.5
Program Defined Expenditures 21.3 20.3 21.0 20.6 20.5
Program Defined Revenues 18.7 19.7 20.5 20.6 20.7
Program Defined Balance -2.7 -0.6 -0.5 0.0 0.2

RE: Realization Estimate
P: Program
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Annex 2:
Central Government Budget (2026-2028)
Appropriation Proposal Ceiling
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Annex 3:
Measures for Priority Reform Areas






Unofficial Translation

Activity Predicted
(Law*/Decree/ Content/Description
. Calendar**
Regulation)
High value-added
and technology- . . . .
driven Administrative Ind'ustrlz'il growth zones lel] be 1(.1ent1f1ed . 2026/Q2
transformation in Regulation patlonWlde, and planned industrial areas with ready
industry infrastructure will be expanded.
Administrative Within the scope of the Te.chnology Move Program,
Regulation/Regulatory new program calls will be _1ssued t9 _support the 2025/Q4
Act development and production of critical products and (Onging)
technologies through domestic resources.
- . Under the Strategic Move Program, investments that
Administrative .
Regulation/Regulatory ensure supply security, reduce ex.terna.l depe_ndence, 2025/_Q4
Act possess high R&D content, and align with twin (Ongoing)
transition objectives will be supported.
Within the scope of the HIT-30 High Technology
Administrative Investment Program, large-scale investments in
Regulation/Regulatory | priority technology domains will be supported 2025/_Q4
Act through project-based, tailored mechanisms. (Ongoing)
The Advance Loans Against Investment Commitment
(YTAK) scheme will be integrated into the existing
Administrative investment incentive system and implemented more 2025/Q4
Regulation effectively in a selective and targeted manner, (Ongoing)
focusing on productive industries and high value-
added product groups that contribute to exports.
Accelerating the The Turkish Emissions Trading System (TR ETS) will
Green be implemented upon the completion of its legal
Transformation . . framework while preparations will also be carried
Administrative . : o
Regulation out to ensure allgn_ment with the Eu.ropean Union’s 2026/Q3
Carbon Border Adjustment Mechanism (CBAM) and
to channel ETS revenues towards financing the green
transformation.
In the course of the green transformation, qualified
human resources will be trained to enable businesses
Administrative to monitor and transparently report their
Regulation environmental impacts, and by strengthening 2026/Q3
reporting standards and auditing infrastructure,
compliance with environmental regulations in
exports and competitiveness will be increased.
Relevant legislative arrangements regarding heat
Legal Amendment supply will be made to assess Tiirkiye's heat 2026/Q2
potential and enable the utilization of waste heat.
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Unofficial Translation

Net Zero Emission Strategy and Action Plan in
Transportation will be completed and put into
practice; a technology roadmap for integrated,

Administrative efficient, safe, environmentally friendly and, smart 2026/Q2
Regulation transportation systems will be developed; projects
ensuring emission reduction, ensuring sustainability
and enhancing connectivity will be implemented in
the transportation.
Administrative A national plan for high power charging stations will 2026/Q2
Regulation be developed in the logistics sector.
Supporting the
Transition to . . . . .
Digital 5G services will be rolled out nationwide, and high-
Transformation speed internet and fiber infrastructure will be
Decree expanded and upgraded through the deployment of 2026/Q2
5G technology.
Law/Administrative | Efforts to align the legislation with the European 2026/Q3
Regulation Union Artificial Intelligence Act will be completed.
The National Data Strategy and Action Plan will be
Administrative implemented to improve data-driven decision- 2026/Q3
Regulation making mechanisms and to build a governance
framework that upholds data privacy and security.
The Public Cloud Computing Strategy will be
Administrative implemented to transform the IT infrastructure of 2026/Q3
Regulation public institutions in a secure, cost-efficient, and
sustainable manner.
The Digital Government Strategy and Action Plan will
Administrative be prepared and put into effect to accelerate digital
. transformation in the public sector and to enable 2026/Q3
Regulation : . .
more effective use of next-generation digital
technologies.
The curriculum and infrastructure at all levels of
L . education will be developed in line with digital
Administrative . .
. transformation, and a process-oriented, competency- 2026/Q3
Regulation

based digital assessment and evaluation system will
be established.
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Unofficial Translation

Strengthening
human capital

Programs will be developed to identify the talents
and capacities of individuals at an early age and to

Adapting to new
generation
working patterns
and sectoral
transformations

Law/Administrative
Regulation

In line with developments in new generation
working models, legislation will be implemented in
dialogue with social partners, taking into account the
needs of the labor market and work-life balance, and
secure flexibility will be ensured.

Admlnlstr_atlve guide them toward areas where they can develop 2026/Q2
Regulation . e s
appropriate skills in science, technology, and
professional careers.
Students will be guided toward suitable careers
Administrative through vocational interest, value, and skill 2026/Q3
Regulation inventories developed at the middle and high school
levels.
A framework curriculum will be developed and
- . relevant legislation will be amended to ensure that
Administrative . . .
. secondary school students acquire vocational skills 2026/Q2
Regulation T . . .
by enrolling in vocational training centers during
their education.
Enhancing the
Efficiency of Prioritized b hli il leted
Public Administrative rioritized ;anc . 1lnes progrzm will be chomp_etfe 2026/03
Infrastructure Regulation to .connect industrial zones and ports to the existing /Q
Investments railway network.
Ensuring
Productivity The number of organized agricultural zones will be
Growth and increased to reduce logistics costs and ensure
Va!ue-Added- Regulatory Measure consumers’ access to agricultural products at 2026/Q3
Oriented affordable prices.
Transformation
in Agriculture
Upon completion of the General Census of
Agriculture a comprehensive agricultural inventory
Regulatory Measure will be established, and existing information systems 2026/Q1
as well as data quality will be improved.
Reducing import
depende.ncy and Existing and new facilities will be incentivized to
SUPPQthg supply Administrative increase the share of domestically sourced inputs in 2026/Q2
security Regulation electricity generation at domestic-based load power
plants.
Administrative A strategy and action plan for nuclear technologies
. ) 2026/Q2
Regulation will be prepared.

2026/Q1

EMPLOYMENT
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Unofficial Translation

In order to increase secure flexibility and access in

Law/Administrative | the labor market, the conditions for benefiting from 2026/Q1
Regulation passive labor force programs funded by the
Unemployment Insurance Fund will be simplified.
The implications of the green and digital
Administrative transformation on labor markets will be analyzed,
. : . 2026/Q1
Regulation and programs will be prepared for adaptation and a
just transition process.
Supporting the . .
employment of The Labor For.ce Adaptation Prog.ram will be
groups facing Administrative implemented in a way that takes into account the
difficulties in Regulation vocational training, competencies, and skills of young 2026/Q2
participating in egulatio people who are neither in education nor
the labor force employment, and enables them to benefit more.
Improving the
skills alignment of The alignment of higher education quotas,
the labor force Law/Administrative | particularly at vocational colleges, with the medium- 2026/Q1
Regulation term labor force needs of the public and private (Ongoing)
sectors will be strengthened.
The vocational and technical education curriculum
will be updated in cooperation with the private
Administrative sector, and private sector participation will be 2026/Q1
Regulation increased, including in management and financing (Ongoing)
issues, to ensure the widespread implementation of
internship and on-the-job training programs.
Law/Administrative The integration of the National Qualifications System
. with education and employment policies will be 2026/Q1
Regulation strengthened.
A national policy framework for micro-credentials
Administrative will be established, and the compatibility of the 2026/Q2
Regulation Turkish Qualifications Database with national and
international systems will be strengthened.
Law/Administrative | New qualifications will be developed for digital and 2026/Q1
Regu]ation green skills.
Reducing labor o .
underutilization Programs that instill a culture of production from an
Administrative early age, prepare individuals for working life, and 2026/Q1
. encourage labor force participation will be .
Regulation (Ongoing)

implemented with the aim of permanently reducing
labor underutilization.
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Unofficial Translation

Determining
administered and

Administrative
Regulation

The virtues of work and the social value of
production will be reflected in the curriculum from
the beginning of the formal education process.

The alignment of administered and directed prices

2026/Q1
(Ongoing)

PRICE STABILITY AND FINANCIAL STABILITY ‘

Enhancing
efficiency in
expenditures

Administrative
Regulation

System (AES) will be transformed into a second-stage
pension system with the contribution of employers.

In order to increase efficiency in resource utilization,
expenditures will continue to be systematically
reviewed and inefficient expenditure areas will be
eliminated.

directed prices in Administrative th the P 's inflation fi ts and t X 2025/Q4
line with inflation Regulation W}H A e rogrﬁm s(lin ation forecasts and targets (Ongoing)
targets will be strengthened.
Establishing a ) .
financial sector The. regulatory framgwork V.Vll] be determined by.
with a strong Administrative taklng into account_ 1nterna.t10nal standards, and in
institutional Regulation '.ChIS context, compliance with thfs amendme_nts 2026/Q2
structure g introduced under the Basel I1I Final regulations
package will be ensured.
Enhancing the
Effectiveness of o . .
Capital Markets Thfll necessary le.glsl.atlve wo.rk will l?e carried out to
Law activate arbitration in resolving capital markets 2026/Q2
disputes.
Development of
th? Insuranc!e and Efforts will be made to improve the relevant
Private Pension Law/Administrative | insurance legislation to ensure the continuity of 2026/Q2
Sector Regulation market discipline, resilience, and a trust
environment.
. . The legislative infrastructure will be established for
Administrative L2 . L .
. digital insurance and insurtech applications in the 2026/Q2
Regulation . . :
insurance and private pension sectors.
Dissemination of
Financial Studies will be conducted to introduce and expand
Technologies Administrative the Digital Turkish Lira, addressing its economic,
Regulation legal, and security aspects. 2026/Q3
Increasing
savings A complementary pension system (CPS) will be
Law established in which the Automatic Enrolment 2026/Q2

PUBLIC FINANCE ‘

2026/Q1
(Ongoing)
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Unofficial Translation

Public procurement legislation will be updated in line
with international norms and standards with a
procurement approach that supports and prioritizes

Law digitalization, innovation and sustainability, and 2025/Q4
sectoral public procurement regulation will be
implemented.
A family-focused, inclusive and integrated social
Law/Administrative | assistance program that guarantees a minimum 2025/Q4
Regulation income per capita and does not hinder labor force
participation will be launched with a pilot project.
Financing of In the production of social housing, priority will be
disaster-resilient assigned to regions with high disaster risk, and
structure Administrative inclusive, healthy, safe, and resilient living 2026/Q1
Regulation environments will be comprehensively planned and (Ongoing)
constructed including their infrastructure and
superstructure facilities.
Enhancing ) o
fairness and Taxpayer behaviors that are effective in full and
efficiency in Administrative timely paym.ent of taxes and tax complllance . 2026/Q1
taxation Regulation probl.ems w1ll.be ana?yzed and strategies that w1ll. (Ongoing)
contribute to increasing the level of compliance will
be developed.
Strengthening the . . . .
fight against The flght against the 1_nforma1 economy _w111 be
informality and carried out through risk analysis activities supported 2026/Q1
enhancing the Decree by technological tools such as artificial intelligence (Ongoi
. . . L going)
effectiveness of and big data, with the active participation of all
inspections relevant stakeholders.
Risk-oriented inspection activities based on data
Administrative analysis will be increased in combating informal 2026/Q1
Regulation employment and unregistered wages in order to (Ongoing)
expand the premium base.
In combating organized tax evasion, legislative work
Law/Administrative | will be carried out in cooperation with the relevant 2026/Q3
Regulation institutions to ensure the effective conduct of tax
evasion investigations.
o . Efforts will be undertaken to ensure that real estate
Administrative . .
. properties are properly valued and that transactions 2026/Q1
Regulation . .
are carried out based on their actual values.
Financial
sustainability of The effectiveness of primary health care services
the social security Administrative within the health system will be increased and 2026/02
system Regulation integration between service levels will be /Q

strengthened.
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Unofficial Translation

Administrative
Regulation/Decree

Utilization control in health products and services, as
well as integration between service levels, will be
strengthened, thereby ensuring the appropriate
utilization of these levels.

2025/Q4

Law/ Administrative
Regulation

The financial sustainability of the system will be
strengthened through regulations that encourage
employees to stay in employment while prioritizing
equity and actuarial balance.

2025/Q4

Law/ Administrative
Regulation

To expand both the de facto and legal coverage of the
social security system and inclusion of currently
uncovered groups, tailored practices will be
developed for different occupations and income
groups, while social security legislation will be
aligned more closely with changing labor market
conditions and new-generation flexible working
arrangements.

2026/Q1

Administrative
Regulation

Follow-up and collection processes of premium debts
will be made more effective.

2025/Q4
(Ongoing)

Administrative
Regulation

Audit models that incorporate risk analysis and
provider behaviour in the reimbursement of health
services will be developed.

2026/Q1

Administrative
Regulation

In order to ensure financial sustainability without
restricting access to health services, reimbursement
criteria will be reviewed through data analysis,
value-based reimbursement methods will be
expanded, and expenditures will be made more
efficient in rapidly increasing categories such as
medicines procured from abroad.

2025/Q4
(Ongoing)

Administrative
Regulation

Pharmaceutical and treatment expenditures will be
rationalized by promoting the rational use of
medicines.

2025/Q4

SEE’s governance
reform

Law /Administrative
Regulation

It will be ensured that SEEs carry out their

activities effectively and efficiently in harmony with
macroeconomic, sectoral and social policies, in a
manner that supports sustainability in public finance,
and arrangements for SEE governance reform will be
implemented.

The accountability of SEEs and boards of directors
will be strengthened through the use of performance-
based measurement methods.

Mechanisms will be established to ensure
coordination among SEEs that interact with each
other in the sectoral, administrative and financial
fields due to their operations, and institutional
arrangements will be implemented.

2026/Q3
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Unofficial Translation

BUSINESS AND INVESTMENT ENVIRONMENT ‘

Improving the

regulatory Regulations incorporating new mechanisms will be
framework Administrative introduced to ensure the continuity of investments, 2026/Q2
Regulation create predictability for investors, and safeguard
investments.
Law/Administrative Judicial processes will be made more efficient and
. alternative dispute resolution methods will be 2026/Q3
Regulation
further strengthened.
Digital solution platforms, online dispute resolution
Law/Administrative | and electronic hearing methods will be developed to 2026/Q3
Regulation improve access to justice and the right to a trial
within a reasonable time.
. . New areas of need will be identified by conducting an
Administrative . . i
Regulation impact analysis of specialized courts and new 2026/Q3
specialized courts will be established.
Law/Administrative | Legislative work will be carried out to promote the 2026/Q2
Regulation widespread use of the e-Notification system.
Enforcement and bankruptcy legislation will be
Law updated by taking current conditions into account. 2026/Q2
The harmonization process of the Personal Data
Law/Administrative | Protection Law No. 6698 (KVKK) with the European 2026/Q3
Regulation Union General Data Protection Regulation (GDPR)
will be completed.
The Market Surveillance and Inspection Agency will
be established to consolidate market surveillance
Law/Decree and inspection activities carried out by different 2026/Q1
administrations, to ensure uniformity of
implementation and to prevent duplication.
Administrative Secondary legislation will be prepared to ensure
Regulation/Regulation | investment security in energy and mining activities. 2026/Q1
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Unofficial Translation

Improvement of
business and p lated to i h )
Mmisative | oS st o vestmenis ot aspernts |
processes Regulation R ’
online platforms.
Establishment of
competitive new Ani . £ site X . itabl
: . . n investment site inventor ring sui r
investments Administrative 1 investment site inventory covering suitable areas 2026/Q2
. will be prepared to effectively evaluate investment .
Regulation o (Ongoing)
opportunities.
New allocation models will be developed to
Law/Decree/Administr | accelerate the investment site allocation processes 2026/Q2
ative Regulation for large-scale and strategic investments in the
manufacturing industry.

*Item stated as a law indicates that the technical and administrative preparations to be submitted to the agenda of the Grand
National Assembly will be finalized.

**In the timeline for measures regarding the Priority Reform Areas in Annex-3, the period from the date of publication of the current
MTP until the date of publication of the next MTP is taken into account.
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