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Turkish economy grew by 4.8% yoy in the first
quarter.

Economic activity remained solid in the first quarter of 2016.
Turkish economy expanded by 4.8% yoy in this period,
slightly above the market expectations of 4.5%. Yet, the
downward trend in GDP in USD terms prevailed due to the
TRY depreciation. Seasonal and calendar adjusted GDP grew
by 0.8% qoq posting a relatively milder increase.

Contributions by Expenditure Approach (1998 prices)

% point 2015 2016
Q1 Q2 Q3 Q4 Annual Q1
Consumption 33 43 31 43 3.7 EJ
Private 30 35 23 32 3.0 4.8
Public 03 08 08 11 0.7 1.2
Investment 01 24 0.0 0.9 0.9 0.0
Private 02 20 -04 03 0.5 -0.1
Public 00 04 04 05 0.3 0.0
Changein Stock 05 -18 09 -0.7 -03 0.4
Net Export -14 -12 -01 13 -0.3 -1.5
Exports -04 -07 -04 06 -0.2 0.6
Imports -1.1 -04 03 08 -0.1

GDP 25 37 39 57 4.0 4.8

Domestic demand strengthened further.

Having a share of more than 80% in GDP, consumption
expenditures increased at the fastest pace recorded in the
last 18 months and made a 5.9 points contribution to the
growth in the first quarter. This mainly stemmed from the
surge in private consumption expenditures which have
received support from the minimum wage hike. It was also
worthy of attention that public consumption expenditures
rose by 10.9% yoy, the strongest expansion in almost 5
years. This was mostly due to the pickup in purchases of
goods and services which registered a rise of 17%, the
highest annual increase since the last quarter of 2009.
Therefore, public consumption expenditures added 1.2
points to the growth, arelatively strong contribution.

Investment from

recovery.

expenditures stayed away

Total investment expenditures had almost no impact on the
first quarter growth figures. While private investment
expenditures dragged down the growth by 0.1 point, public
investment expenditures contributed only a negligible
amount in the same period. The weak outlook in investment
expenditures dims the medium term future prospects for
growth.
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Net exports dragged down the growth.

Net exports could not sustain the improvement they had
achieved in the last quarter of the previous year. They
lowered the growth by 1.5 points in the first quarter of this
year as imports recorded the sharpest increase in constant
prices since the last quarter of 2013. Exports, on the other
hand, expanded by 2.4% yoy in the same period against a
background of problematic export markets and sluggish
global demand. Alas, this was not enough to pull the
contribution of net exports into positive territory.

The construction sector grew fast in the first quarter.

According to the production approach, services sector,
which has the highest share in GDP with 62% in the first
quarter of 2016, contributed 2.7 points to the growth albeit
losing some momentum. However, negative developments
in tourism sector would weigh on services sector and, in
turn, its contribution to GDP might lessen in the forthcoming
period. Industrial sector also pushed growth up by 1.6 points
in the first quarter of the year. Despite its low share in GDP,
construction sector marked the fastest annual increase of
more than 2 years and added 0.4 point to GDP, while
agriculture sector made the lowest contribution among the
sub-groups placed under the production approach.

Expectations...

Having displayed a domestic demand driven growth
performance in 2015 with also the aid of migrant influx,
Turkish economy preserved the same tendency in the first
quarter of 2016. Consumption expenditures are expected to
be the fundamental dynamic of the growth in the second
quarter of the year as well. Nevertheless, it is not within
reach the opportunity to paint a favorable picture for net
exports due to the ongoing problems in our major export
destinations, the current trajectory of commodity prices and
rising import demand. Against this backdrop, we think that
the moderate trend in economic activity will prevail and the
Turkish economy will grow by 3.5% in 2016.
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LEGAL NOTICE

This report has been prepared by Tiirkiye is Bankasi A.S. 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 Tiirkiye is
Bankasi A.S. 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, Tiirkiye is Bankasi A,S, 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 orin part is therefore prohibited. All rights reserved.
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