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ECONOMIC ACTIVITY PULSE

Turkey: Export Driven IP Growth

Ugur N. Kiigiik / Seda Guler / Asuman Kemiksiz / Gizem Onen

The industrial production (IP) grew by 2.7% (WDA YoY) in November, slightly below the market
median call (3.6%). Positive IP growth in October-November period confirms our expectations
of a modest recovery in 4Q. At a negative tone, retail sales (ex-auto) contracted by 2% YoY in
November, signalling the continuum of weak domestic demand, despite brought-forward auto
and house demand thanks to policy stimulus. Going forward, our high frequency hard-data
indicators suggest a slowdown in December. However, we still maintain our below consensus
2.3% GDP growth estimate for 2016 with the risks on the downside.

Fragile outlook in sectorial detalil

In unadjusted terms, annual contraction by 3.3% in 3Q16 IP turned out to be a moderate pick-up by 2.4% in
October-November. The recovery in energy and capital goods took the lead with a total 2.0pp contribution,
while consumer goods contributed slightly by 0.4pp on top of non-durables and intermediate goods
continued to be weak. If only November is considered, 4.6% yoy non-adjusted IP growth was limited in
certain sectors such as computer&electronics (2.2pp cont.), automobiles (1.0pp cont.) and energy (1.0pp
cont.), suggesting an export related recovery. Meanwhile, domestic demand oriented sectors continued to be
weak confirming the contracting retail sales in November. Going forward, positive export demand will be
supportive for December IP. However, the power cuts due to harsh weather conditions will be a major
limiting factor for December and January.

Figure 1 Figure 2
Activity Indicators* (SMA, YoY, SA) Garanti-BBVA Research Monthly GDP** (YoY)

11%
10%

EN pec [yun [ Jul [auglseploct INovIpec 0%
° i

Industria Production | 37

Non-metal Minera 54 [ o4 [ o3[ w5 [0 2a | w7 8%

Electrity Production 11 B NN I NN N MK N NS 7%

Auto Sales EPA 35 | 25 ] 46 ] -B3[.52] 45]262] 6%

Tourt Arvals o1 T R R T 5%
Number of Employ ed 37 4% "..' S "..'."..._.." ...... %
Number of Unemploy ed 42 mm 5 g )

3% 4Q 0.8%

Auto Imports M 59 | 26 | -35[ 07 ]-02] 89 [ 313 | 2% o of

Auto Exports Z 231 | 216 [ 243 [ 7] @2 ] 99 | 24| Py Binformition)

Financial Conditions 76.0 m 0/0 C

Credit Growth-13Week 202 mmm 000 ----------- BBVA-GB GDP Growth (Monthly)

P Manufactuing | 514 L% 0 cop croun

RS CLE y 28| 088 [ 043 D63 1030 [D7L] 1033 [076] 036 | 2% O  GDP growth nowcast w010

MICA Forecast -1.8% -1.0% 0.3% 0.8% -3% m M < o+ <+ & I DWW © © © ©

GDP YoY 7.4% 4.5% Er - B B B B B B B B B B B B
Contraction  [=Slow-down Growth Boom g).; g g ;—%, g’-)_ g g E g“-)_ g g 5 &%’_ g

* Series are non-calendar adjusted. **Garanti- BBVA Research Series are non-calendar adjusted. **Garanti- BBVA Research

monthly GDP is dynamic factor model (DFM) synthesizing high- monthly GDP is dynamic factor model (DFM) synthesizing high-

frequency indicators to proxy monthly growth of GDP. A detailed frequency indicators to proxy monthly growth of GDP. A detailed

explanation was made in Turkey Economic Outlook 3Q2015. explanation was made in Turkey Economic Outlook 3Q2015.

Source: Garanti-BBVA Research Monthly GDP Model, Turkstat Source: Garanti-BBVA Research Monthly GDP Model, Turkstat

Downside risks on our below consensus 2.3% growth estimate for 2016

Confirming our view on growth outlook, the recovery in domestic demand continued to be only modest,
mostly reflecting the brought-forward demand on the back of policy stimulus. Although ongoing recovery in
exports to the EU would provide some support, our high frequency hard-data indicators suggest a slowdown
in December. All in all, we still maintain our below consensus 2.3% GDP growth estimate for 2016 with the
risks on the downside.
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Loan Growth and IP IP & Electricity Production (3MA, YoY)
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Automotive Production & Exports (3MA, YoY) Manufacturing PMI & Calendar Adj. IP
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IP & Retail Sales (SA, 3MA, MoM) Loan Growth Rates (YoY)
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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.

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.

In 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 in 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. It is forbidden its reproduction, transformation,
distribution, public communication, making available, extraction, reuse, forwarding or use of any nature by any means or
process, except in cases where it is legally permitted or expressly authorized by BBVA.



