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Turkish economic growth is decelerated to 4.5% YoY
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Economic Research -

Turkish economy, after having recovered in 2019 and having
posted strong growth performance in January and February in
2020, has been losing momentum since mid-March due to the
economic lockdowns.

Despite the loss in growth momentum, GDP grew by 0.6% QoQ
(seasonally adjusted) in 1Q20. Private consumption posted the
highest rise since the last quarter of 2016, at 2.9%. Public
consumption with 11.1% increase showed the strongest rise in
last 12 years. Investments also put the strongest recovery in last
2.5 years. Meanwhile both exports and imports on a QoQ basis.

Annual GDP growth, which was as high as 6.0% in 4Q19, also
slowed down to 4.5% in 1Q20. Private consumption grew by
5.1% and made the most significant contribution to growth by
around 3.0 ppts. Public consumption increased by 6.2% with the
impact of virus, contributed 0.9 points to growth. We expect
public spending to support growth during remainder of the year.
Investments fell by 1.4%. Investment spending may remain weak
due to ongoing virus uncertainties. Exports decreased by 1% YoY,
while imports increased by 22.1%, and net exports pulled down
the overall GDP growth by 4.3 points. Like in 4Q19, stock
formation continued to make a high contribution to growth.

Private consumption grew by 5.1% YoY in the first quarter. As
such, annual growth was 14.5% in consumption of durable
goods and 8.2% in consumption of semi-durable goods. Service
consumption has lost momentum with 4.5% annual growth. An
increase of 2.9% was recorded in non-durable goods
consumption. Yet, consumption slowed down due to lock-
downs since mids of March. When we look at the data for the
second quarter; white goods sales, which increased by 11.2% in
the first quarter, decreased by 11.4% in April. Automotive sales,
which increased by 44.8% in the first quarter, decreased by 10.6%
in April. Credit card spending which contracted sharply since
mid-March but started to recover recently. Although there could
be a recovery in the service sector from 2Q20 onwards, we
consider that recovery will be gradual compared to other items.

In April, PMI level for the manufacturing industry fell to a record
low level of 33.4. While imports fell by 25%, exports contracted
by 41.4% and there was almost no foreign tourist visits. The
outbreak causing a decline in global trade and tourism revenues
may limit the contribution of exports to the growth. On the
other hand, some restrictions and taxes imposed on imports
may reduce the negative contribution of net exports to growth.

When we look at the first quarter GDP by production
components; services sector growth slowed down to 3.4%. For
the rest of the year, the services sector may pose the greatest risk
for growth. Recovery in the manufacturing industry continued by
a 6.2% growth in 1Q20. Meanwhile, production in agriculture
increased by 3%. Weak performance of construction sector
continued with a 1.5% contraction.

With current prices, national income has reached TRY4,429
billion. In dollar terms, GDP stands at US$758bn.
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QoQ, % Q1'19 Q2'19 Q3'19 Q4'19 Q1'20

Growth 2,1 1,1 0,7 1,9 0,6

-Private Consumption 0,4 2,7 1,5 2,3 2,9

-Public Consumption 0,5 1,4 0,2 0,4 11,1

-Investment (Total) -2,9 -5,2 1,0 1,8 2,8

-Export -2,4 2,5 3,2 0,4 -2,3

-Import 0,9 6,6 10,4 8,5 -8,0

YoY, % Q1'19 Q2'19 Q3'19 Q4'19 Q1'20

Growth -2,3 -1,6 1,0 6,0 4,5

-Private Consumption -5,1 -1,0 1,9 6,8 5,1

-Public Consumption 6,6 3,4 5,7 2,7 6,2

-Investment (Total) -12,4 -22,8 -12,8 -0,6 -1,4

-Export 8,7 8,3 5,1 4,4 -1,0

-Import -29,3 -17,0 7,9 29,3 22,1

Growth contribution Q1'19 Q2'19 Q3'19 Q4'19 Q1'20

Growth -2,3 -1,6 1,0 6,0 4,5

-Private Consumption -3,1 -0,6 1,1 3,9 3,0

-Public Consumption 0,9 0,5 0,7 0,4 0,9

-Investment (Total) -3,7 -7,1 -3,5 -0,2 -0,4

-Net Export 9,4 5,7 -0,2 -4,7 -4,3

   Export 1,9 1,8 1,2 1,0 -0,2

   Import -7,5 -3,9 1,5 5,8 4,1

-Others* -5,8 -0,1 2,9 6,5 5,3

*Stocks+Statistical discrepency+Residual

YoY, % Q1'19 Q2'19 Q3'19 Q4'19 Q1'20

Agriculture 2,6 3,6 3,6 2,5 3,0

Industry -3,9 -2,8 1,6 5,9 6,2

Construction -9,3 -12,7 -8,3 -3,8 -1,5

Services -3,4 0,2 0,9 7,8 3,4
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DISCLAMIER 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 TAŞ, Ak Yatırım AŞ 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 TAŞ and Ak Yatırım AŞ 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 TAŞ and Ak Yatırım AŞ, 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 AT.A.Ş., Ak Yatırım A.Ş.
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 TAŞ, Ak Yatırım AŞ 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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