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Industrial Production (IP) in January grew by 7.9% yoy in calendar adjusted terms, lower than both the consensus
(8.5%) and our estimate (10.6%). On the other hand, retail sales showed some moderation but continued to grow near
10% yoy in the same period. After the higher than expected 4Q19 GDP growth data (6% YoY), recent high frequency
indicators (both hard and soft data) and our Big Data indices all indicate that the activity gained momentum in
February while the effects of the Corona Virus will become more evident in March with divergent trends in the sharp
adjustment in Tourism, Air transportation and the temporary boost in Food, On-Line sales and Health expenditures.
While consumption growth remains solid, investment growth is moderating and will also be temporarily affected by the
shock. Our monthly GDP indicator (GBTRGDPY Index in Bloomberg) nowcasts a growth rate of 8.1% yoy for 1Q20 (30%
of info), which could lose some pace in March when the direct negative effects from the Cvirus spread will start to
weigh down. We maintain our GDP forecast at 4%, with obvious risks on the downside depending on both the
magnitude and the duration of the Cvirus shock in the economy and particularly in financial markets.

Good signal to near future production but bad signal to investment

The IP (seasonal and calendar adjusted) decreased by 0.2% mom on the back of the sharp decline in capital goods and durable
consumption goods production (5.8% and 1% mom, respectively), while intermediate goods production maintained its recovery
in the last 5 consecutive months by growing at 1.2% mom. In sectorial detail, there was a broad based deterioration, which was
led by the manufacturing sector (-0.3% mom) and mining sector (-2.1% mom), contrary to the strong positive realizations seen
in December. Supportive financial conditions and favorable base effects continue to underpin the recovery in economic activity
as our monthly GDP indicator nowcasts 6.5% yoy GDP growth as of January with 96% of information and accelerates further to
8.1% yoy in February, which is also supported by the positive calendar effect. Leading indicators also confirm this trend as our
Big Data Retail Sales Indicator (15.2% yoy in February, GBTRRTIY Index in Bloomberg), PMI (52.4), electricity production (6%
yoy in February) and capacity utilization all show some increasing momentum. Though, as also seen in the trend of main
subcomponents of the industrial production in January, consumption continues to accelerate while investment expenditures
display a sluggish recovery, which is also confirmed by our demand subcomponents nowcasts (see charts 6-8). On the other
hand, the lagged impact of the recovery continues to support the labor market as estimated by our unemployment nowcasting
model (chart 5) which shows a further decline to 12.5% in unemployment rate (sa) as of March with the current information.

Chart 1. BigData and HF indicator (%yoy, 3M Avg) Chart 2. BBVA Research Monthly GDP (%yoy, 3M Avg)*
15% January:6.5%(96% of inf.)
\‘\ 13% A February:8.1%(30% of inf.)
\ 10%
\o\ 8% 00 O
5% 'ON0. 5 0.0 O &

3% ®)
/
0% ®

Q)/

----------- B&VA-GB GDP Growth (Monthly) 0O
3% ©  GDP Growth o O
o GDP growth nowcast

I~ 0 0 W W W O O O O O O O O O
R S B B B B L B R B -5%
O 9 5 £ DB Q 9 5 £ 9B 9 9 5 c © © © © I~ N~ N~ N~ O 0 0 O O 0O O O O
L P 2328892 232068¢ 23 R R B I R M B B S I R
o w » < o w 2 < 0w i Q X D > 4 2D 2 A A0 2o xd > 4
. . . . O 8 5 0 ¢ 8 35 0 © ™ 3 0 o ™ S © 0
Industrial Production BBVA Big Data Retail Sales Index L <zl <z dL=CzUL =<2z
Source: BBVA Research Turkey, Turkstat *BBVA-Research Turkey monthly GDP is dynamic factor model (DFM) synthesizing

high-frequency indicators to proxy monthly growth of GDP. Source: BBVA-Garanti
Monthly GDP Model, GBTRGDPY Index in BBG

We maintain our GDP forecast to evaluate the impact of the CVirus in March

According to our high frequency indicators the economy is already reacting to the current shock. So far we observe a rapid
pattern of consumption (sharp decline in airline tickets and tourism related activities, compensated with medicine, food and
online sales). Investment is somehow moderating and could temporarily decelerate in coming months. While the current growth
level at 8.1% constitutes a high base to face the crisis, we will wait to evaluate to revise our 4% GDP growth forecast for 2020.
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Chart 3. BBVA-GB Big Data Retail Sales index (yoy)
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Chart 5. Unemployment Nowcast Google Big Data (%)
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Chart 7. BBVA Monthly Investment Nowcast (3m yoy)
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Chart 4. IP & Credit Growth (3ma & fx-adj yoy)
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Chart 6. BBVA Monthly Consumption Nowcast(3m yoy)
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Chart 8. BBVA Monthly 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
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.

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 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.

With 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 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 for them to take an appropriate investment decision.

The content of this document is protected by intellectual property laws. Reproduction, transformation, distribution, public
communication, making available, extraction, reuse, forwarding or use of any nature by any means or process is prohibited,
except in cases where it is legally permitted or expressly authorised by BBVA.
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