
 
 

12.02.2026 

Economic Research                                                                                                                                       P a g e  | 1 

i 

 

 

In its first inflation report of the year, the Central Bank of the 
Republic of Türkiye maintains its interim target for the end of 
2026 at 16%, while updating its inflation forecast range upwards 
by 200 basis points, raising the midpoint to 18%. Forward 
guidance regarding the tight stance continues strongly. 
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In its first inflation report for 2026, the Central Bank shared its interim targets, medium-term 

forecasts, outlook for local and global economies, and developments in the real sector and 

financial markets. In the previous reporting period, the interim target for the end of 2026 was 16 

per cent, with a forecast range of 13-19 per cent.  In the current reporting period, the interim target 

has been maintained at 16%, while the lower and upper bands of the forecast have been raised 

symmetrically by 200 basis points to 15-21%. Thus, the midpoint of the inflation forecast has been 

updated from 16% to 18%. These updates are based on some changes in the underlying 

assumptions. Firstly, the export-weighted global growth index has been raised from 2.2% to 2.3%. 

The positive performance in global growth is followed by downward revisions in oil prices. 

Average oil prices have been lowered from USD 62.4 to USD 60.9. The revision in import prices 

reflects a significant change. Import prices, calculated as the annual average % change in USD, 

have been raised from -0.6% to 2%. Finally, the food inflation assumption has been updated from 

18% to 19%, mainly due to domestic supply developments linked to adverse weather conditions.  

As there has been no change in the intermediate target, we cannot see in which direction and by 

how many points the update has had an impact. However, as far as can be seen from the nominal 

figures, while oil prices and global export inflation exerted downward pressure, the increase in 

food prices balanced this out. We attribute the forecast update to the assumption of deflation in 

import prices clearly turning into inflationary pressure.  

 

The main highlights of the inflation report's overall assessment are as follows: "The global growth 

outlook has been moderate throughout 2025, supported by productivity gains, fiscal and 

monetary policies, and global financial conditions, with the effects of global uncertainties 

remaining relatively limited. While portfolio inflows to emerging economies fluctuated during the 

reporting period, global uncertainty remains high due to renewed geopolitical risks in recent times. 

Financial conditions remained tight, while the share of TL deposits stabilized at around 60 per 

cent. Economic activity, which accelerated in the second quarter of 2025, slowed somewhat in 

the third quarter, recording growth close to its quarterly potential. Indicators for the final quarter 

of 2025 suggest that demand conditions continue to support the disinflation process, albeit to a 

lesser extent. The labour market is less tight than the headline unemployment rate suggests. The 

seasonally and calendar-adjusted current account deficit increased in the final quarter of 2025. 

Consumer inflation fell to 30.7 per cent in January, close to the upper end of the forecast range 

presented in the previous Report. Inflation is projected with a 70 per cent probability to be in the 

range of 15 to 21 per cent at the end of 2026 and in the range of 6 to 12 per cent at the end of 

2027. Medium-term projections are based on a framework that assumes a firm monetary policy 

stance will be maintained until price stability is achieved, and that coordination among policy 

components will be preserved. The summary of the macro-outlook highlights those risks remain 

elevated due to temporary shocks, even as the disinflation process continues. While both 
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financial conditions and fiscal policy support disinflation, there is limited negative pressure from 

the balance of payments. Considering all conditions, it is reiterated that the tight stance will 

continue until price stability is achieved. 

 

The section containing the updated forecasts and their sources includes the following statements: 

"Inflation is projected to be in the range of 15 to 21 per cent at the end of 2026, with a 70 per cent 

probability, and in the range of 6 to 12 per cent at the end of 2027. It is projected that inflation will 

fall to single digits by the end of 2028 and then stabilize at the medium-term inflation target of 5 

per cent. The intermediate targets for 2026 and 2027 remain unchanged at 16 per cent and 9 per 

cent, respectively, while the target for 2028 has been set at 8 per cent. The CBRT will ensure the 

monetary tightening required for disinflation in line with the interim targets, taking into account 

inflation outcomes, the main trend and expectations. 

 

Graph 1: Inflation and Output Gap Forecasts 

 

 

 

In summary, the Central Bank maintained its year-end interim targets in its first inflation report for 

2026, while raising its inflation forecast for 2026 from 16% to 18%. Attention was drawn to the 

upside risks in import prices and food inflation, while emphasis was placed on the hardening of 

inflation expectations. The rhetoric regarding the tight monetary stance was reiterated, and it was 

underscored that decisions on interest rate cuts would depend on the inflation outlook. The CBRT, 

which effectively utilizes both the monetary transmission mechanism and macro-prudential 

measures, has once again stated its determination to use all tools at its disposal to bring current 

inflation closer to its forecast path. We can say that the CBRT's forecasts, which are converging 

with market forecasts to a limited extent, have become more consistent. In light of current 

developments and outlook, we maintain our year-end inflation forecast at 23%. 
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