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Last week employment figures released in the US posted a strong outlook; however, weakening signs in production and
consumption data were the focus of attention. Growth concerns over China’s economy became prominent whereas first quarter GDP growth in the Euro Area exceeded estimates. Data released in Turkey demonstrated that contraction in foreign
trade deficit and manufacturing activity has continued. While CBRT kept its inflation forecasts unchanged in this year’s
second Inflation Report, consumer inflation in April was realized below the expectations. This week, inflation data releases in
the US and China as well as trade negotiations between these countries will be high on the global markets’ agenda. Domestic
markets, on the other hand, will focus on political and geopolitical developments.
Data releases in the US portrayed a mixed picture for the economy.
Data releases last week gave mixed signals for the US economy, which posted a
strong growth figure in the first quarter. In April, nonfarm payroll data surpassed
the expectations with 263 thousand persons increase, while unemployment rate
decreased to 3.6%, lowest level for the last 49 years. In this period, increase in
average hourly earnings came in below forecasts. On the other hand, while
deceleration in core PCE caused demand-side concerns, the worst performance
of ISM manufacturing PMI in April for the last 2 years raised supply-side
concerns.
In its meeting last week, Fed left its policy rate unchanged at 2.25-2.50% in line
with expectations. Fed minutes stated that economy and labor market remained
strong in general; however, consumption and investment expenditures lost
momentum in the first quarter of the year. In addition, it was expressed in the
statement that core CPI has declined. Fed Chairman Powell stressed that the
decline in core inflation in the first quarter of the year might be due to
temporary factors. Powell's statement supported market opinions that Fed
would not cut interest rates in the near future.
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Better-than-expected growth in Euro Area…
According to preliminary growth data, Euro Area economy grew by 1.2%
exceeding estimates. Unemployment rate in the Area also declined to 7.7% in
March. In April, core CPI increased by 1.2%, above market expectations. High
reading of the core CPI has been evaluated by markets as a sign that the
deceleration in the economic growth might have come to a halt.
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Rising concerns over slowdown in Chinese economy...
Lower-than-expected-PMI data in April indicated that the production activities
slowed down in Chinese economy. US President Trump’s announcement about
tariffs on his social media account on May 5 raised concerns that the ongoing
trade negotiations, which are expected to end this week, may fail. Trump
announced that they plan to increase the tariff on the 200 billion USD imported
product from China to 25% from 10% and to introduce new taxes on imports of
325 billion USD in the case of a disagreement in trade talks.
These developments raised concerns about the growth rate of Chinese
economy, which was 6.4% in the first quarter of 2019, might lose momentum in
the second quarter of the year.
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Contraction in foreign trade deficit continues.
In Turkey, exports decreased by 0.4% yoy in March while imports contracted by
17.8% yoy. Having decreased by 63.7%, the foreign trade deficits shrunk for the
tenth consecutive month (Our Foreign Trade Balance report). In the first
quarter of the year, the share of high-tech products in the manufacturing
industry exports was realized at 3.6%.
Manufacturing PMI declined in April.
Turkey’s manufacturing PMI, which is the leading indicator for industrial
production, declined to 46.8 in April. During this period, slowdown in new
orders and production continued while input costs rose rapidly. The increase in
new export orders also lost momentum in April. The latest data indicates that
manufacturing activity contracted for 13 consecutive months.
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In April, CPI inflation came in below the expectations.
In April, monthly CPI came in at 1.69%, below market expectations. In this
period, monthly D-PPI increase was 2.98%. Thus, while annual CPI declined to
19.5% in April, annual D-PPI inflation increased to 30.12% (Our Inflation report).
CBRT has published the Inflation Report.
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In the second Inflation Report of 2019, CBRT kept inflation forecasts for 2019
and 2020 at 14.6% and 8.2%, respectively. In the report, it is stated that
although the hikes in unprocessed food and Turkish lira-denominated import
prices affected the inflation forecasts upwards, it is expected that the
improvement in the underlying trend of inflation, widening of the output gap
and the downward revision to the administered price hikes offset these upward
effects.
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Negative outlook in domestic markets…
The domestic markets, which had four trading days due to the May 1 official
holiday last week, displayed an unfavorable course in general. In addition to the
uncertainties regarding relations with the US and the electoral process in
Istanbul elections, concerns about CBRT reserves were influential in this
development. BIST-100 index decreased by 1% compared to the previous week,
while the compound interest rate of the 2-year benchmark bond increased by
195 basis points. The depreciation of TL against USD and EUR slowed but
continued.
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This week’s agenda…
This week, inflation data of the US and China and the developments regarding
the trade negotiations between two countries will be on global markets’
agenda. In domestic markets, there is no significant data flow this week.
Political and geopolitical developments, especially the decision about the
Istanbul elections and the relations with the US will be followed.
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Sectoral Developments
Tourism income rose in the first quarter.
Turkstat figures revealed that the number of departing visitors increased by 8.5% yoy to 6.45 million persons in the first
quarter of 2019. Tourism income also went up by 4.6% yoy in this period. Average expenditure of visitors was realized as 697
per capita, which is 26 USD below the average amount recorded in the first quarter of 2018.
The slowdown in the automotive market continues.
According to Automotive Distributors’ Association, passenger car and light commercial vehicle market shrank by 56% yoy in
April. In this period, passenger car sales declined by 56% to 24,416 while light commercial vehicle sales went down by 59% to
6,555. Consequently, total market contracted by 48% in the first four months of the year.
Economic confidence recovered in April.
Turkey’s economic confidence index rose by 3.4% mom in April to 84.7 thanks to the increases in consumer, real sector and
services indices. Nevertheless, deterioration in the confidence of retail trade and construction sectors limited the gains in
overall economic confidence.

Source: Turkstat

06.05.2019

3

Economic Research Division

İzlem Erdem
Chief Economist
izlem.erdem@isbank.com.tr
Alper Gürler
Unit Manager
alper.gurler@isbank.com.tr

PhD. Doğan Şengül
Asst. Manager
dogan.sengul@isbank.com.tr
Aslı Şat Sezgin
Economist
asli.sat@isbank.com.tr

Our reports are available on our website https://research.isbank.com.tr

LEGAL NOTICE
This report has been prepared by Türkiye İş Bankası A.Ş. economists and analysts by using the information from publicly available sources believed to be
reliable, solely for information purposes; and they are not intended to be construed as an offer or solicitation for the purchase or sale of any financial instrument or the provision of an offer to provide investment services. The views, opinions and analyses expressed do not represent the official standing of
Türkiye İş Bankası A.Ş. and are personal views and opinions of the analysts and economists who prepare the report. No representation or warranty, express
or implied, is made as to the accuracy or completeness of the information contained in this report. All information contained in this report is subject to
change without notice, Türkiye İş Bankası A,Ş, accepts no liability whatsoever for any direct or consequential loss arising from any use of this report or its
contents.
This report is copyright-protected. Reproducing, publishing and/or distributing this report in whole or in part is therefore prohibited. All rights reserved.

06.05.2019

4

