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Turkish economy grew by 5.9%in yearly terms in 4Q20, lower than both our and market expectation of near 7%. The
quarter-on-quarter growthrate occurred at 1.7%, still maintaining a strong momentum afterthe sharp rebound of 3Q20.
Despite the solid contributions of industry and services sectors, the contraction in construction and weak performance
of agriculture weighed onthe downsidein 4Q20. On the demand side,domesticdemand gave a robust contribution of
6.5pp (whereinventories gave the first negative contribution -1.8pp- after 5quarters), while net exports dragged dow n
a limited 0.6pp from the annual GDP growth rate. Therefore, the full year GDP growth rate reached 1.8% in 2020,
following the downward revisions of the first 3quarters growth rates (0.2%revised vs.0.5% previous).Looking ahead,
both our Big Data proxies and other high frequency indicators signalonly alimited deceleration so far,which started
to become clearer by only late February. Our monthly GDP indicator now casts ayearly GDP growth rate of 5.7% as of
February,whichwe expecttocome downto 3-4% with the incoming datareferring to the rest of 1Q21. We maintain our
2021 GDP forecastat 5% with some upsiderisks giventhe currentstrong momentum.

Strong domestic demand but this time negative impact from stocks

Domestic demand remained solid on the back of mainly private consumption and investment (contributions of 4.7pp and 2.6pp,
respectively) in 4Q20. Investment demand was supported by strong machinery & equipment (38.7% yoy) and other assets
(15.8%), while construction contracted by 14.7%. Government consumption also increased its contribution to 1pp. After
displaying positive contribution to GDP in the previous 5 quarters, stocks this time posed -1.8pp contribution. On the other hand,
negative contribution of net exports decelerated to 0.6pp in 4Q (-9.1pp in 3Q). All in all, domestic demand gave a strong 7.2pp
contribution (3.4pp from stocks) to GDP, while net exports subtracted from growth by 5.5pp in 2020. On the sectorial side,
construction was the downside factor by contracting 12.5% yoy in 4Q, whereas industry, services (broad definition) and
agriculture sectors grew by 10.3%, 6.4%, and 4% yoy respectively. In 2020, services sector gave a contribution of 1.3pp (0.9pp
only from financial services), w hile industry and agriculture contributed by 0.4pp and 0.3pp respectively. In contrast, construction
sector contribution was negative by 0.3pp. Looking ahead, high frequency indicators still signal only a smooth moderation in
economic activity since our monthly GDP indicator nowcasts a yearly GDP growth rate of 5.7% (37% of information) as of
February. If we check different methods and also integrate our IP forecasts to understand the bias on our calculations, w e attain
a range of a 4-5% annual growth as of February (Chart 4), which we expect to come down further to 3-4% range with the
incoming data for 1Q21 in a change of composition in favor of net exports as seen in our GDP subcomponents (Charts 6-9).

Chart 1. Contributions to GDP Growth (pp, annual) Chart2. BBVA Research Monthly GDP (%yoy, 3M Avg)*
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high-frequency indicators to proxy monthly GDP (GBTRGDPY Indexin BBG)

2020 GDP growth occurred at 1.8%, resulting in a strong carry-over of 6pp in 2021

The strong momentum so far, expansionary policies abroad, accelerating inoculation, favorable base effects and expected
stabilization in financial assets remain the supportive factors for the growth outlook this year. How ever, given the inflationary
pressures, the potential of additional monetary tightening or at least staying tight for a longer period of time could be the factors
to curb domestic demand further. All in all, w e maintain our 2021 GDP forecast at 5%, evaluating risks on the upside for now .
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Chart 3. Sectorial GDP Growth (YoY) Chart4. Industrial Production (IP) & IP Forecast (YoY)
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Chart5. Gross Fixed Capital Formation (YoY) Chart6. BBVA Monthly Consumption Now cast (3myoy)
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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 forupdating 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 process is prohibited,
exceptin cases w hereit is legally permitted or expressly authorised by BBVA.
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