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Industrial production (IP) contracted by 1.1%y/y in Nov22, which resultedin an annual growth rate of 1.1%
in Oct-Nov22 period after its growth rate of 2.5%in 3Q22. Although the contraction in seasonal and calendar
adjusted quarterly trend continued to lose pace, IP continued to remain weak. Similarly, overall turnover
index (excluding agriculture) adjusted quarterly trend level maintained a contraction but with a deceleration.
Accordingly, our monthly GDP indicator nowcasts a yearly GDP growth of near 2.5% for December (27%
information), which can be increasing to 2.5-3% with the upcoming official December figures. As we have
underlined in our previous reports, recent populist measuresin terms of letting some TL liquidity to be freed
up have started to boost economic activity with near 5%y/y weekly GDP growth rates since late December.
After the realization of 2022 GDP growth at 5-5.5%, thiswill mean a very strong start to the year with near 2%
d/q GDP growth rate in 1Q23. Confirming our expectations of a solid performance in the first half of the year,
GDP growth might easily reach 3%in 2023, even with considering some adjustment in the second half.

Recent deceleration has started to be reversed since late December

In seasonal and calendar adjusted series, IP shrank by 1.1% m/m in Nov22 on the back of a broad-based contraction
in subcomponents but with a clear downward impact from intermediate goods production showing spill-over effects
from both weaker external and domestic demand. In terms of quarterly trends, the contractionin IP (-4.2% g/q in
3Q22) turned out to be a positive change (+1.9% growth in Oct-Nov22 compared to 3Q22) but proved not to be
enough to compensate the previous quarter’'s contraction. When adding other sectors performances via turnover
indices, we can confirm the overall weakness till Dec22, which seems to start to reverse as signaled by the early
indicators. Flash indicators such as manufacturing PMI (48.1in Dec. vs. 45.7 in Nov.), capacity utitlization rate (76.4%
in Dec. vs. 75.9% in Nov.), and a slight improvement in both electricity and exports in seasonally adjusted series
show that the recent deceleration in activity has started to be reversed with a clear rebound at the start of the year.

Accordingly, our weekly GDP tracker nowcasts yearly GDP growth rates of above 5% by late Dec22 and our monthly
GDP indicator confirms this trend with quarterly y/y growth rate of near 5% by Feb23.

Figure 1. Garanti BBVA Monthly GDP Indicator*
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Figure 2. Garanti BBVA Weekly GDP Tracker*
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Onthe demand side, the main driver of the growth continues to be private consumption, whichwe expect to be further
boosted by the recent wage hikes, early retirement bonuses and other populist measures such as energy price
reductions. On the external side, exports remain weak but also start to show early signals of some differentiation
across the regions in order to partially compensate the downward impact from mainly Europe. On the other hand,

Turkey Activity Pulse / January 2023 1


https://www.bbvaresearch.com/en/publicaciones/turkiye-advances-on-gdp-nowcasting-data-frequency-methodology/

B BVA Creating Opportunities

Research

imports stays solid due to continuing robust consumption. Hence, the contribution from net exports remains slightly
negative and we expect this pattern to continue till the elections.

All in all, aggregate demand continued to be much stronger than supply in the second half of last year, implying
further depletion of stocks. Howewer, potentially led by the requirement from depleted stocks or some available TL
liquidity to favor companies in their cash flow management, industries can be increasing their supply in order to well
fulfill the strong demand in the recent weeks. Therefore, inflationary risks will remain high as long as the boost in

consumption continues with easing but still challenging cost push factors, which mightend up with lower deceleration
in inflation in contrast to expectations on top of base effects.

As confirmed by our latest nowcasts, economic activity will likely strengthen at the start of the year with near 5% yly
GDP growth rates, which will help the economy to be able to grow near 3% in 2023. We expect the adjustment to
start taking place after elections, when the lagged effects might affect next year more clearly on the negative side.

Figure 3. Garanti BBVA Big Data Retail Sales Figure 4. Garanti BBVA Big Data Consumption
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Figure 3. Garanti BBVA Exports & Imports Now casts Figure 4. Garanti BBVA Net Exports 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
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,
exceptin cases w hereitis legally permitted or expressly authorised by BBVA on its w ebsite www.bbvaresearch.com.
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