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Turkish economy grew by 2.9% in 2016.  

In the last quarter of 2016, Turkish econ omy expanded by 

3.5%, well abov e ex pectations. The second and third 

quarter growth rates, previously announced as 4.5%  and       

-1.8%, were revi sed to 5.3% and -1.3%, respectiv ely. For 

the full of 2016, the economy posted an annual growth rate 

of 2.9%. Alth ough the growth rate was better than  

expected pace, i t came in bel ow i ts l ong-term average.  

Consum ption spending increased rapidly in the last 

quarter. 

Consumpti on spending accelerated in the last quarter of 

2016. Private consumpti on ex pen ditures made the highest 

contri bution to th e GDP growth by 3.4 points in this period 

while public consumption contri buted only marginally. On 

the oth er han d, a large-scale revi sion of pu blic consu mption  

expenditures in the third quarter was noteworthy. The 

contri bution of this item to the growth, which was 

previ ously announced as 2.8 points,  has fallen to 0. 7 point.  

Considering the u pward revision to total inv estment 

expenditures in the third quarter,  it i s thought that some 

items classifi ed as consumption  ex pendi tures of th e public 

sector may be reclassi fied as investment spending. In the 

last quarter, while investment spen ding kept its moderate 

performance, net exports continued to drag GDP down.  

For 2016 as a wh ole, consumpti on ex pendi tures were the 

main driver of the economic growth. Public and private 

consumpti on ex pen ditures displayed a relativ ely balanced 

outlook in this period. On the other hand, investments were 

remarkably weak compared to th e past years as Turkey 

experienced economic and political  uncertainti es in 2016.  

Except for a few months of the year, net ex ports lowered 

the growth throughou t th e year in th e face of the slowdown  

in exports and the ri se in imports. 

Recovery in industry and agriculture sectors...  

Accordin g to producti on approach of GDP (chain linked 

volume in dex 2009=100), industrial sector ex panded by 5%  

annually, contributing 1 point to th e growth in the last 

quarter of 2016. The recovery in manufacturing industry 

played a big part in this dev elopment. Havin g contracted in  

the first three quarters of 2016, agriculture sector 

recovered in the fourth quarter and played an importan t rol e 

in better than expected GDP growth. Constructi on sector 
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Expenditure Approach - Contributions to GDP Growth (chain linked volume index 2009=100)  (% points)

     Q1       Q2       Q3       Q4 Annual      Q1       Q2       Q3       Q4 Annual      Q1       Q2       Q3       Q4 Annual

Consumption 2.8 1.2 1.4 3.8 2.3 3.1 5.2 2.3 5.0 3.9 1.9 4.4 -0.3 3.6 2.4

   Private 1.8 1.3 1.3 3.0 1.9 3.9 4.2 2.2 3.3 3.4 0.6 2.5 -1.0 3.4 1.4

   Public 1.0 -0.1 0.1 0.8 0.4 -0.7 1.0 0.1 1.7 0.5 1.3 1.9 0.7 0.1 1.0

Investment 3.7 0.4 0.4 1.7 1.5 1.0 3.9 2.5 3.1 2.7 1.9 1.2 0.1 0.6 0.9

Change in Stock -0.6 -1.5 -0.2 0.3 -0.5 -0.2 -2.4 0.1 -1.8 -1.1 1.0 1.9 1.5 -0.4 1.0

Net Export 2.8 2.8 2.1 0.2 1.9 -0.4 0.4 0.9 1.0 0.5 -0.4 -2.2 -2.5 -0.2 -1.3

   Exports 2.9 1.5 1.9 1.1 1.8 0.6 1.0 1.1 1.1 0.9 0.3 -0.4 -2.1 0.5 -0.5

   Imports -0.1 1.3 0.2 -0.9 0.1 -1.0 -0.6 -0.1 -0.1 -0.4 -0.7 -1.8 -0.5 -0.7 -0.9

GDP 8.7 2.9 3.7 5.9 5.2 3.5 7.2 5.9 7.4 6.1 4.5 5.3 -1.3 3.5 2.9
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grew by 3.7% yoy in the last quarter and added 0.3 point to 

the growth. The services sector(1), which surged by 3% yoy 

in the fourth quarter, contri buted 1.6 poin ts to the growth.  

Recovery in  information and communicati on as well as 

finance and insurance activities were deci sive in the 

upsurge of th e servi ces sector. In  additi on, 0.6 point 

contri bution of the net subsi dies (tax es-subsi dies) to the 

growth in the last quarter was worth men tioning.  

In 2016 as a whol e, owing to the probl ems related to foreign  

trade channel an d high base effect, agri culture sector 

contracted by 4.1%, dragging the growth down by 0.3  

point.  Industrial sector con tributed 0.9 point to the annual 

growth in this period. The constructi on sector, which  

recorded an expansi on ev en in the third quarter wh ereas 

the economy contracted, added 0.5 point to 2016 growth,  

surging by 7.2% yoy. In additi on to financial services, real  

estate, professi onal support, education, human h ealth  and 

social work activiti es exhibited a positiv e outl ook in 2016.  

Accordin gly, servi ces sector made the highest contri bution  

to the growth by 1.3 points.  

Expectations  

Despite the stronger-than-expected pi ckup in growth, 

Turkish economy had the weak est growth performance in  

2016 since the global crisi s. National income per capi ta,  

which exceeded 12 thousand USD in both 2013 and 2014, 

fell to 10. 8 thou sand USD in 2016 al so due to the 

depreciati on in Turkish Lira. In spi te of th e sl owdown in  

econ omic activity in 2016, th ere has been no i mprovement 

in the curren t account deficit/GDP ratio owing to the drop in  

tourism rev enues. The budget defici t/GDP ratio rose sli ghtly 

on th e ground of the steps tak en by the public sector to 

support th e economic activi ty. In this period, the EU  defined 

public debt stock surged by 14% yoy and thus the debt 

stock/GDP rati o reached 28.3%. Although recent data 

indicated a limited deterioration in these figures, Turkish  

econ omy maintained its strong position  in terms of budget 

and public debt outl ook compared wi th peer countri es.  

We think that Turkish econ omy will exhibit more fav orabl e 

performance in 2017 compared to th e previou s year on the 

back of the easing macroprudential measures and steps 

taken by government to sti mulate economic activity.  

However, we antici pate that the ongoing uncertainties 

surrounding the global economic outlook and geopoli tical  

risks will put downward pressure on the growth. In this 

framework, we esti mate that the growth rate will be around 

3-3.5%, remaining below its long-term av erage.  
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(1) Services sector constitutes of the information and communication, financial and insurance activities, real estate activit ies, professional, administrative and 
support service activities, public administration, education, human health and social work activities and other service activ ities 
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Basic Macroeconomic Indicators

2014 2015 2016

GDP Growth (%) 5.2 6.1 2.9

GDP (billion TRY) 2,044 2,338 2,591

GDP (billion USD) 935 861 857

Per Capita GDP (USD) 12,112 11,014 10,807

Current Account Deficit/GDP (%) 4.7 3.7 3.8

Budget Deficit/GDP (%) -1.1 -1.0 -1.1

EU Defined Debt Stock/GDP (%) 28.6 27.5 28.3

Investments/GDP (%) 28.9 29.7 29.8

Banking Sector Assets/GDP (%) 97.5 100.9 105.4

Loan Volume/GDP (%) 60.7 63.5 66.9

Deposit Volume/GDP (%) 51.5 53.3 56.1
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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. 
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