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Industrial production grew 7.0% y/y in January, higher than both our expectation (4.6%) and market
consensus (3.9%). Meanwhile, seasonal and calendar adjusted seriesrose by 1.9% m/m after the expansion
of 1.7% in Dec22 so its 3-month trend slowed down only limitedly (1.8%vs. 2.1% in 4Q22). Also, turnover
indices and retail sales both recovered significantly in January. On the other hand, our big data indicators
had signaled a fast deceleration during February led by the recent Kahramanmaras earthquakes but as of
the first half of March, they have started to signal a quick recovery to their pre-quake levels. Hence, our
monthly GDP indicator nowcasts a yearly growth rate of 2.9% (with 27%of info.) in February and 4.1% (23%
of info.)in March. However, it should be noticed that TURKSTAT could not gather enough information in the
quakesregion since they mainly use income statements and survey results. Therefore, once more data from
theregion canbe ableto be incorporated, theremightbe a potential downwardrevision on activity regarding
the first half of the year. Nevertheless, continuation of very large negative interest rates and expansionary
fiscal policy ahead of the elections, expected spending on reconstruction purposes and expectations for a
better global growth outlook might compensate the negative impact from the quakes. Consequently, we
maintain our 2023 GDP forecast of 3%, assuming a manageable normalization from the current policies.

Better January data but incoming data after the quakes include uncertainty

Industrial production started the year strongly, showing 1.9% m/m growth in seasonal and calendar adjusted series
on the back of accelerating intermediate goods production (4.9% m/m vs. 1.6% m/m prev.). On sectorial side,
manufacturing activity continued to improve with 2.1% m/m, supported by basic metals (8.1% m/m), non-metallic
minerals (8.2% m/m), food (3.8% m/m), clothing (5.1% m/m) and electrical equipment (5.8% m/m). Additionally,
turnover indices keeping their pace upward with the overall index (excluding agriculture) growing by 94% y/y in
January (vs. 90.5% prev.) along with retail sales showing the highest annual growth (33.9% y/y) since Apr21 both
signal that the recowvery in activity occurred to be stronger than our expectations before the quakes.

Though, incoming data so far shows different signals so it should be treated carefully as data generation processes
from the regions have been impacted by the quakes. For instance, confidence indices could not include the total
impact from the region such as the 42% of replies for the survey on capacity utilization was before the quakes while
industrial production in January, solely based on survey and value added tax data, could receive just 38% of replies
to surwey from the quakes region.

Leading indicators also give mixed signals where manufacturing PMI was unchanged in February at 50.1 and
capacity utilization rate fell only slightly (75.7% vs. 75.8% in January), whereas contraction in electricity production
deepened further (-5.6% yoy in February and -15% yoy in March). Nonetheless, we should acknowledge that
electricity production data might have lost its powerful representation for economic activity since high electricity prices
and better seasonal climate conditions could significantly reduce electricity consumption. On the other hand, our big
data indicators on both production and consumption have started to display a fast recovery in early March and credit
card expenditures deflated by CPI have reached pre-quake levels even in the cities in the quakes region except for
the ones with much higher damage.

Taking this uncertainty into account, we have conducted a counterfactual analysis in order to check how GDP growth
would be in 1Q23 based on the realized January data and our different nowcasting models signal 6-7% annual GDP
growth. Once, we add the incoming data for February and our big data information for early March, our models start
to nowcast near 4% yearly GDP growth for 1Q23 after nowcasting almost 3% growth for February. As a result, we
conclude that the negative impact of the quakes so far might have been around 2pp on activity, which is pretty in line
with our preliminary calculations. Though, we again underline the likelihood of a potential downward revision for the
first half of 2023 once more data regarding the region will be available towards the end of the year.
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Figure 1. Garanti BBVA Monthly GDP Indicator*
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Figure 3. Garanti BBVA Big Data Consumption
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Source: Garanti BBVA Research, Turkstat

Growth outlook will depend on fiscal spending and post-elections normalization
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Figure 2. Consum ption Activity in the Quakes
Region (1 Feb=100, Garanti BBVA Cards)
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Figure 4. Card Consum ption & Garanti BBVA IP Proxy
(w eekly, yoy, real)
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As we underline in our previous reports, the negative indirect impact from the quakes on value-added might be 1.5-
2%. And if we add fiscal expansion and multiplier effects, the net negative impact on economic growth can reach at
most 1pp. We maintain our view that current economic policies are not sustainable and assume a very gradual policy
normalization to prevent any financial instability after the elections. By also incorporating our positive revisions on
global growth outlook, we maintain our GDP growth forecast at 3% for 2023 with a neutral balance of risks right now.
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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 whereit is legally permitted or expressly authorised by BBVA on its w ebsite www.bbvaresearch.com.
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