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Industrial Production (IP) in March contracted by 2% yoy in cal. adj terms as the restrictions to fight the COVID started
to hit the economy. Retail sales also surprised on the downside by contracting 0.2% in yearly terms. In monthly terms,
the contraction was even sharper with 7.1% in IP and 8.1% in retail sales. Accordingly, our Big Data indices for both
Consumption and Investment have showed a sizeable adjustment till mid-April, but they are currently consolidating the
bottoming-out process with some recent acceleration as some of the restrictions have started to be lifted. Therefore,
our monthly GDP indicator (GBTRGDPY Index in Bloomberg) has adjusted rapidly to near 0% as of April (52% of info)
from a growth rate of 5.5% yoy for 1Q20 (96% of info). The adjustment will deepen further since our indicator is a three-
month moving average and the incoming information from 2Q will be more negative. We still expect a yearly GDP
contraction of around 5% in 2Q (though, as TURKSTAT announced, data restrictions as a result of the delays in VAT
declarations till the end of July could increase volatility in the very short term). Given the assumption of a partial
gradual recovery in the second half of the year, we maintain our 2020 GDP growth forecast at 0%.

A Sharp deterioration led by capital goods and export-oriented sectors

The IP (sa & cal adj) experienced a historically high monthly decline of 7.1% in March led by the widespread falls in main sub-
sectors but especially sharper contractions in capital and non-durable consumption goods productions (-2.4pp and -1.8pp
contributions, respectively). In sectorial detail, the deterioration was broad-based but the production in export-oriented sectors
such as automotive, clothing and textile suffered the most (-1.5pp, -1.1pp and -1.0pp contributions, respectively). Therefore, the
3-month average year-on-year IP growth rate (cal adj.) decelerated sharply to 4.4% in March from 8.5% in February. Taking into
account the negative impact of the outbreak gaining momentum after mid-March, the deterioration proved to be sharper than
expected with today’s data, while our big data indicators (Charts 4-5) start to show some stabilization signals since the second
half of April but still remain at subdued levels (including negative calendar impact due to extended weekend curfews) which
would weigh down further on April IP (Chart 3). Other high frequency indicators as electricity production (-16% yoy),
manufacturing PMI (33.4) and auto production (-91% yoy) also confirm this expectation for April. On the other hand, more
recently, our Big Data proxy for Consumption maintains a sluggish recovery with 13% yearly contraction in the second week of
May with goods sales growth already moving in positive territory. Our Big Data proxy for investment is still in negative, where
construction weighs down on the overall figure, while machinery investment seems to be boosted by favorable base effects.
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high-frequency indicators to proxy monthly GDP (GBTRGDPY Index in BBG)

We expect GDP growth to realize 0% in 2020 after contracting around 5% in 2Q

Our Big Data indicators have already started to show some stabilization signals, which would be our main assumption to
observe a partial gradual recovery with the normalization steps. So, assuming such a recovery in the second half of the year, we
expect 2020 GDP growth to be 0%. The persistence of the shock and the success of the current both global and local measures
will all be the determinants of the shape of the recovery thereafter.
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Chart 3. IP & Rolling IP Forecasts (yoy)
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Chart 5. BBVA Big Data Investment Proxies
(7-day cum. YoY nominal)
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Chart 7. BBVA Monthly Investment Nowcast (3m yoy)
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Chart 4. BBVA Big Data Consumption Proxies
(7-day cum. YoY nominal)
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Chart 6. BBVA Monthly Consumption Nowcast (3m yoy)
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Source: BBVA Research Turkey, GBTRCGDPY Index in Bloomberg

Chart 8. BBVA Monthly Net Exports Nowcast
(yearly contribution)
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DISCLAIMER

This document has been prepared by BBVA Research Department. It is provided for information purposes only and expresses
data, opinions or estimations regarding the date of issue of the report, prepared by BBVA or obtained from or based on sources
we consider to be reliable, and have not been independently verified by BBVA. Therefore, BBVA offers no warranty, either
express or implicit, regarding its accuracy, integrity or correctness.

Any estimations this document may contain have been undertaken according to generally accepted methodologies and should
be considered as forecasts or projections. Results obtained in the past, either positive or negative, are no guarantee of future
performance.

This document and its contents are subject to changes without prior notice depending on variables such as the economic
context or market fluctuations. BBVA is not responsible for updating these contents or for giving notice of such changes.

BBVA accepts no liability for any loss, direct or indirect, that may result from the use of this document or its contents.

This document and its contents do not constitute an offer, invitation or solicitation to purchase, divest or enter into any interest in
financial assets or instruments. Neither shall this document nor its contents form the basis of any contract, commitment or
decision of any kind.

With regard to investment in financial assets related to economic variables this document may cover, readers should be aware
that under no circumstances should they base their investment decisions on the information contained in this document. Those
persons or entities offering investment products to these potential investors are legally required to provide the information
needed for them to take an appropriate investment decision.

The content of this document is protected by intellectual property laws. Reproduction, transformation, distribution, public
communication, making available, extraction, reuse, forwarding or use of any nature by any means or process is prohibited,
except in cases where it is legally permitted or expressly authorised by BBVA.
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