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Industrial Production (IP) grew by 10.4% yoy in calendar adjusted terms (+16% yoy in unadjusted series) in August,
leading to a fastrecovery of near 7% in July-August after the sharp contraction of 17% in 2Q. The month-on-month rise
remained strong at 3.5%, resulting in the historically highest index level (2% higher than the February peak). Besides,
retail sales showed some lossof momentum but to alower extent, by increasing 1.4% mom, which corresponds to a
yearly growth of 5.8% in August (9% in July-August vs. -12% in 2Q). Therefore, both confirmed the strong recovery
pattern since mid-May as our Big Data proxies and other high frequencyindicators have already signaled. Our monthly
GDP indicator nowcasts a yearly GDP growth rate of near 7% for 3Q as of September (52% information), which would
imply some negative deviation, led by still poor services sectors contribution. All in all, despite the recent financial
tightening, September high frequency data confirms the continuation of strong momentum in activity, which we still
expectto lose some pace during 4Q. Given the strength of the 3Q data and still strong big data at the beginning of 4Q
we believe that a 0% GDP growth is now more likely. We maintain our 2021 GDP growth estimate at 5.5%.

Strong IP led by both domestic demand and export-oriented sectors

The ongoing strong rise in IP was supported by all main sub-sectors, w hile the highest contribution continued to come from
intermediate goods w hich remained promising for future production. Besides, capital goods production was also strong but this
time non-durable consumer goods production showed an acceleration, mostly implying a further push from domestic demand. In
further detail, most of the sectors kept recovering but the manufacturing sector took the lead by an increase of 11.4% yoy,
especially on the back of automotive, non-metallic minerals (input for the construction sector such as cement), metals,
machinery, plastics and textile & clothing production, showing a solid recovery supported by both domestic demand and export-
oriented sectors. Looking ahead, some of the high frequency indicators (manufacturing PMI, other sectorial confidence indices,
commercial credits etc.) already started to show early sings of deceleration but some others (such as electricity production,
capacity utilization rate, consumer credits, automotive & house sales etc.) have still kept the momentum high for economic
activity in September. Accordingly, our monthly GDP indicators (as also seen in demand subcomponents, Charts 6-7) also
confirm this trend, led by both consumption and investment, which shows a very rapid revival of domestic demand in 3Q and
keeps the negative contribution of net exports at almost the same high negative level in 2Q (Chart 8). All in all, we still expect
the dow nw ard impact of the recent financial tightening to materialize starting from 4Q but more clearly at the start of 2021.
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high-frequency indicators to proxy monthly GDP (GBTRGDPY Indexin BBG)

A GDP growth near 0% is now likely. A Policy rebalancing would minimize risks

As our Big Data proxies and other high frequency indicators already signaled a strong recovery since mid-May, our GDP
now casts confirm this with a faster correction during 3Q. The recent policy tightening, rapid credit deceleration and uncertainties
attached to financial stability will moderate growth in the short term but our Big data remain robust at the beginning of 4Q and
w e maintain our 2021 GDP grow th forecast at 5.5%. A policy rebalancing w ould help to minimize dow nside risks.
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Chart 3. IP & Rolling IP Forecasts (yoy)
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Chart5. Confidence Indices (yearly difference)
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Chart 7. BBVA Monthly Investment Now cast (3myoy)
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Chart4.|P(cal. adj.) & Capacity Utilization Rate (CUR)
(YoY in IP & diff in CUR)
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Chart6. BBVA Monthly Consumption Now cast (3myoy)
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Source: BBVA Research Turkey, GBTRCGDPY Index in Bloomberg

Chart8. BBVA Monthly Net Exports Now cast (cont. pp)
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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
w e consider to be reliable, and have not been independently verified by BBVA. Therefore, BBVA offers no w arranty, 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 w ithout 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 forany loss, direct or indirect, that may result fromthe 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 formthe 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 aw are
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 forthem to take an appropriate investment decision.

The content of this document is protected by intellectual property law s. Reproduction, transformation, distribution, public
communication, making available, extraction, reuse, forw arding or use of any nature by any means or processis prohibited,
except in cases w hereit is legally permitted or expressly authorised by BBVA.
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