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Macro: Growth driven by consumption and services, but weighed down by
exports and industry

GDP grew by 2.5% year-on-year in the first quarter, close to both the market expectation (2.7%) and our
model forecast (2.3%). Seasonally adjusted quarterly growth came in at 0.1%, in line with our expectation of
below-potential growth. From the production side, all sectors except industry contributed positively to
annual growth, with the services sector standing out as the main contributor. Reflecting this services-driven
growth, private consumption (and domestic demand) remained the primary driver of annual growth on the
expenditure side. Meanwhile, net exports continued to make a negative contribution for the sixth
consecutive quarter.

Although the services and agriculture contributed positively to quarterly growth, manufacturing,
construction, and net taxes acted as drags. The negative contribution of manufacturing value added for a
second consecutive quarter was notable, while the agricultural sector continued to recover from last year’s
adverse effects of frost and drought. On the expenditure side, despite the contraction in exports for the
second consecutive quarter, the increasing contribution of public consumption stood out. Indeed, excluding
public consumption, GDP would have contracted by 0.3% quarter-on-quarter.

In summary, growth showed weak quarterly momentum, partly due to the negative impact of the war on
exports in March. We expect economic activity, which is already on a cyclical cooling trend, to remain weak
in the second quarter as a result of additional financial tightening (higher effective funding costs and lower
credit growth limits). Under this outlook, our estimated output-gap indicators suggest that aggregate
demand may have converged toward its potential level—or even fallen below it—by the second quarter.
Accordingly, we believe the current picture is consistent with the CBRT communication during the August—
October 2024 period.

Looking ahead, the course of the war and the magnitude of the positive contribution expected from the
agricultural sector will be key determinants of growth during the year. While downside risks remain
somewhat more pronounced, we maintain our 2026 growth forecast at 3.0%.

In the first quarter of 2026, annual GDP growth of 2.5% was in line with our model forecast (2.3%)
and the market expectation (2.7%) (Chart 1). Calendar-adjusted annual growth was 2.6%. In seasonally
and calendar-adjusted (s.a.) terms, GDP increased by only 0.1% quarter-on-quarter, indicating that the
slowdown in quarterly growth that began in the second half of 2025 continued (Chart 2).
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Production Side:

In the first quarter of 2026, industrial value added declined compared with the previous year, while all
other sectors contributed positively to annual growth (Table 1). The near-flat quarterly performance
was largely driven by the positive contributions of agriculture and services being offset by declines in
construction, industry, and net taxes.
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Agricultural value added, after contracting significantly throughout 2025 due to supply-side problems
(agricultural frost, drought, etc.), returned to annual growth of 4.6% in the first quarter. As a result,
GDP growth excluding agriculture reached 2.4%, again close to overall GDP growth (Chart 1). On a
seasonally adjusted basis, the increase recorded in the final quarter of 2025 (2.6%) accelerated further
in the first quarter to 5.9%. Nevertheless, the cumulative recovery of the last two quarters has not yet
fully offset the cumulative decline of previous quarters. An additional 5.7% increase is needed to return
to the level reached in the final quarter of 2024. Preliminary estimates for crop production suggest
that the decline in agricultural output seen in 2025 may be reversed this year. Therefore, agricultural
production appears to present upside risks to growth, particularly in the third quarter. Excluding
agriculture, quarterly GDP growth (s.a.) was limited to 0.2%, indicating that the slowdown in core
economic activity has become somewhat more pronounced.

The contribution of construction value added to growth weakened significantly in the first quarter
compared with previous quarters (Chart 3). Reconstruction efforts in the earthquake-affected region
and urban transformation projects had been key drivers of construction growth over the past three
years. As spending related to earthquake reconstruction has largely been completed, the expected
slowdown in construction value added has begun to emerge. Annual growth slowed to 3.2%, while
quarterly growth (s.a.) turned negative (-1.7%) for the first time since 2022-Q3 (Chart 3).

In the services sector, annual value-added growth was 3.5%, with all subsectors contributing to annual
growth, as in the previous two quarters (Table 1). Quarterly growth (s.a.) accelerated to 0.9% from the
previous quarter and was broadly based across service industries (Table 2, Chart 4). While core services
which are more closely linked to industrial activity, showed a relatively weaker performance,
information and communication, finance and insurance, and other services recorded strong growth.

Industrial value added (s.a.) declined in the first quarter, as it had in the previous quarter (Chart 3).
On an annual basis, the contraction was limited to 0.8%, smaller than the 1.4% decline in the Industrial
Production Index (IPI) (Table 1). Lastly, annual growth in net taxes slowed to 2.0%, while the 3.8%
quarterly contraction (s.a.) reduced quarterly GDP growth by 0.5 percentage points (Table 2).
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Due to the chain indexing method used in calculating national income, the quarterly and annual growth
rates derived from totalling the sectors may differ from the headline quarterly and annual growth for
GDP. However, the annual and quarterly growth rates we obtained from the total of the sectors in the
first quarter are similar to the reported values, at 2.5% and 0.1% respectively.
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Table 1. The Growth of GDP and Sub-Items from the Production Side (%)

Annual Growth Quarterly Growth (seas. adj.)
2025-Q2 2025-Q3 2025-Q4 2026-Q1 2025-Q2 2025-Q3 2025-Q4 2026-Q1

GDP 4.7 3.8 3.4 2.5 1.3 1.0 0.4 0.1
Agriculture -5.0 -12.4 -7.2 4.6 -3.3 -4.2 2.6 5.9
Industry 6.1 6.5 0.9 -0.8 1.8 0.5 -1.8 -0.7
Manufacturing 7.0 7.6 0.9 -1.4 2.1 0.9 -1.6 -1.6
Construction 11.3 14.1 8.6 3.2 3.0 3.9 0.4 -1.7
Services 3.6 6.0 4.0 3.5 1.6 1.3 0.2 0.9
Core Services* 5.9 6.5 4.2 3.7 3.2 0.8 0.1 0.2
Information and Communication 7.0 10.1 8.9 9.5 1.8 2.8 1.2 29
Financial and Insurance Activities 2.1 11.1 4.1 3.5 1.4 2.6 -1.4 2.2
Real Estate Activities 1.7 4.3 3.5 3.0 0.9 1.1 0.7 0.8
Profes. Adm. and Support Services 5.6 4.5 3.7 1.9 0.8 -0.2 1.0 0.7
Public Administration** -1.6 2.4 1.7 1.8 -1.3 1.9 -0.2 1.2
Other Services 2.2 7.2 3.8 5.2 0.4 2.3 0.4 1.8
Net Taxes (Tax - Subsidies) 2.7 9.7 9.5 2.0 1.8 3.0 3.4 -3.8

* Retail-Wholesale Trade, Transport-Storage, Accommodation-Catering
** Public Administration, Education, Human Health and Social Work Activities
Source: TURKSTAT, Akbank

Table 2. Contribution to GDP Growth from the Production Side (Percentage Point)

Annual Growth Quarterly Growth (seas. adj.)
2025-Q2 2025-Q3 2025-Q4 2026-Q1 2025-Q2 2025-Q3 2025-Q4 2026-Q1

GDP 4.7 3.8 3.4 2.5 13 1.0 0.4 0.1
Agriculture -0.2 -1.3 -0.3 0.1 -0.2 -0.2 0.1 0.3
Industry 1.1 1.1 0.2 -0.2 0.3 0.1 -0.3 -0.1
Manufacturing 1.1 1.1 0.1 -0.2 0.3 0.1 -0.3 -0.3
Construction 0.6 0.7 0.4 0.2 0.2 0.2 0.0 -0.1
Services 2.2 34 2.4 2.2 0.9 0.8 0.1 0.5
Core Services* 1.5 1.6 1.1 0.9 0.8 0.2 0.0 0.0
Information and Communication 0.2 0.3 0.4 0.4 0.1 0.1 0.0 0.1
Financial and Insurance Activities 0.1 0.6 0.2 0.2 0.1 0.1 -0.1 0.1
Real Estate Activities 0.2 0.4 0.3 0.3 0.1 0.1 0.1 0.1
Profes. Adm. and Support Services 0.3 0.2 0.2 0.1 0.0 0.0 0.0 0.0
Public Administration** -0.2 0.2 0.1 0.2 -0.1 0.2 0.0 0.1
Other Services 0.0 0.1 0.1 0.1 0.0 0.1 0.0 0.0
Net Taxes (Tax - Subsidies) 0.3 1.0 1.2 0.2 0.2 0.3 04 -0.5

* Retail-Wholesale Trade, Transport-Storage, Accommodation-Catering

** Public Administration, Education, Human Health and Social Work Activities
Note: Totals may not sum up to GDP growth due to chain index method.
Source: TURKSTAT, Akbank

Expenditure Side:

As in the previous five quarters, domestic demand was the main driver of annual growth in the first
quarter of 2026, while the negative contribution of net exports to growth intensified. Domestic
demand contributed 5.0 percentage points to annual growth, while net exports contributed a negative
2.5 percentage points (Table 4). As a reflection of service-driven growth, private consumption
continued to be the main driver of annual growth on the expenditure side (Table 3).

On the other hand, quarter-to-quarter changes (s.a.) indicate that final domestic demand remained
relatively flat (Chart 5), consumption continued to contribute to growth through government spending
(Chart 6), investment broadly limited growth (Chart 7), and net exports continued to make a high
negative contribution to quarterly growth with strengthening weakness in exports (Chart 8, Table 4).
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In summary, growth showed weak quarterly momentum, partly due to the negative impact of the war
on exports in March. We expect economic activity, which is already on a cyclical cooling trend, to
remain weak in the second quarter as a result of additional financial tightening (higher effective
funding costs and lower credit growth limits). Under this outlook, our estimated output-gap indicators
suggest that aggregate demand may have converged toward its potential level—or even fallen below
it—by the second quarter. Accordingly, we believe the current picture is consistent with the CBRT
communication during the August—October 2024 period.

Looking ahead, the course of the war and the magnitude of the positive contribution expected from
the agricultural sector will be key determinants of growth during the year. While downside risks remain
somewhat more pronounced, we maintain our 2026 growth forecast at 3.0%

AKBANK

Economic Research




' 3 GDP Developments (2026-Q1) 1 June 2026

Table 3. The Growth of GDP and Sub-Items from the Expenditures Side (%)

Annual Growth Quarterly Growth (seas. adj.)
2025-Q2 2025-Q3 2025-Q4 2026-Q1 2025-Q2 2025-Q3 2025-Q4 2026-Q1

GDP 4.7 3.8 3.4 2.5 1.3 1.0 0.4 0.1
Total Consumption 3.9 4.0 4.3 4.4 -0.8 1.6 3.3 0.5
Private Consumption 4.7 4.3 5.2 4.8 -0.5 1.6 4.2 0.1
Public Consumption -0.2 2.5 -0.9 2.1 -2.3 1.7 -1.7 33
Investment 8.9 11.5 5.4 3.0 2.8 3.7 -0.3 -2.2
Construction 11.9 13.5 8.7 33 3.4 2.8 -0.2 -1.6
Machinery and Equipment 9.4 11.1 2.8 3.0 4.2 3.1 -1.7 -1.6
Other Assets -6.7 34 4.8 2.3 -4.6 10.0 5.2 -6.4
Exports 2.0 -0.8 -2.3 -12.7 -3.1 2.7 -4.5 -7.5
Imports 8.9 4.4 3.8 -2.0 3.1 -3.8 4.3 -3.9
Domestic Demand 6.1 5.1 4.8 5.2 2.7 -0.4 23 0.9
Final Domestic Demand 5.1 5.8 4.5 4.0 0.0 2.1 24 -0.1

Source: TURKSTAT, Akbank

Table 4. Contribution to GDP Growth from the Expenditures Side (Percentage Point)

Annual Growth Quarterly Growth (seas. adj.)
2025-Q2 2025-Q3 2025-Q4 2026-Q1 2025-Q2 2025-Q3 2025-Q4 2026-Q1

GDP 4.7 3.8 3.4 2.5 1.3 1.0 0.4 0.1
Total Consumption 3.1 3.2 3.5 3.7 -0.7 1.3 2.7 04
Private Consumption 3.1 2.8 3.7 3.4 -0.4 1.1 2.9 0.1
Public Consumption 0.0 0.3 -0.1 0.3 -0.3 0.2 -0.2 0.4
Investment 2.3 2.8 1.4 0.8 0.7 1.0 -0.1 -0.6
Construction 1.1 1.2 0.8 0.3 0.3 0.3 0.0 -0.2
Machinery and Equipment 1.2 1.3 0.4 0.4 0.5 0.4 -0.2 -0.2
Other Assets -0.2 0.1 0.2 0.1 -0.1 0.3 0.2 -0.2
Changes in Stocks 0.6 -1.1 -0.2 0.5 2.6 -2.7 -0.4 1.1
Net Exports -1.3 -1.0 -1.4 -2.5 -1.3 1.4 -1.8 -0.8
Exports 0.4 -0.2 -0.5 -2.9 -0.7 0.6 -1.0 -1.6
Imports -1.8 -0.8 -0.9 0.4 -0.6 0.8 -0.8 0.8
Domestic Demand 6.0 4.8 4.8 5.0 2.6 -0.4 2.2 0.9
Final Domestic Demand 5.4 5.9 5.0 4.5 0.1 2.3 2.6 -0.1

Source: TURKSTAT, Akbank
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Chart 11. Output Gap in Services (%
difference from log-linear trend)*
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* Indicators created from the combinations of GDP,
unemployment rate and net credit use that have the
highest predictive power for core inflation (B).

Source: TURKSTAT, Akbank
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DISCLAIMER STATEMENT: The text, information and graphs in this report and comments has been prepared from the primary accessible systemic
sources on a bona fide basis, and without consideration to establishing any guarantee and assurance for establishing a basis for any informed
decision under any name or form, in terms of their accuracy, validity and effectiveness, and thus it has only been gathered for information
purposes. Akbank TAS, Ak Yatirim AS and their employees will not be held responsible for any damages resulting from the comments included in
this report such as lack of information and/or updates. Akbank TAS and Ak Yatirim AS may modify and/or remove the above information and
recommendations at any time, without having to serve any prior notice and/or warning in any way, manner or form. Since this report and
comments, the comprehensive information and recommendations which have been prepared in the form of general investment suggestions for
the purpose of providing general information do not include any commitment by Akbank TAS and Ak Yatirim AS, the consequences of any
decisions taken, conclusions reached, transactions made and any risks caused by any private and/or legal person based on such information will
therefore rest with such persons. For this reason, Akbank T.A.S., Ak Yatirim A.S. and their employees shall not by any means or in any manner be
liable for any material and moral damages, loss of profits, or any direct and/or indirect damages, whatsoever, incurred by the persons concerned
or 3rd parties, as a result of the decisions taken, conclusions reached, or transactions performed by private and/or legal persons due to reliance
on the information contained in this report, the comments and recommendations herein, and the persons concerned understand and accept
that they are not entitled to claim any indemnity, whatsoever, from Akbank TAS, Ak Yatinnm AS and their employees for any damages suffered/to
be suffered. The information given in this report, and the comments and recommendations contained herein do not constitute an "investment
consultancy" service and/or activity, but fall within the scope of a general investment consultancy activity, and individuals and entities willing to
receive an investment consultancy service must contact entities and institutions that are authorized to provide such service and obtain such
service under a service agreement pursuant to the legislations of CMB. Investment consultancy services are offered under an investment
consultancy agreement to be signed between brokerage houses, portfolio management companies, banks that do not admit deposits and the
clients. The comments and recommendations contained herein depend upon the personal opinions of the persons who make the comments and
recommendations. Since such opinions have been arranged in the scope of a general investment consultancy activity they do not contain reports,
comments and recommendations specific to a person, and may therefore not suit your financial status, risk and return preferences. Thus, making
investment decisions solely based on the information contained herein might not bring an outcome that meets your expectations.
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