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Economic growth has beaten expectations.

Turkish economy grew by 5% in the first quarter of 2017,
well above expectations. Data has boosted growth
prospects for 2017. However, although the growth rate in
the first quarter exceeded consensus estimates, it remained
below 2010-2016 average trend.
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GDP in USD terms fell by 8.8% yoy in the first quarter. This
was led by an increase of 25% recorded in USD/TRY during
this period. Hence, GDP in USD terms declined to 840 billion
USD. GDP per capita was down to almost 10,600 USD,
around the levels last seen in 2010.

Turkstat announced a change in calculating the seasonal
and calendar adjusted figures, revising the data on 2009-
2016 period. No revision has been made in calculating the
unadjusted data.

Robust performance of consumption spending...

Consumption spending continued to be the main engine of
growth in the first quarter of the year. Private consumption
and public expenditures posted annual rises of 5.1% and

Seasonally and Calendar Adjusted GDP Figures
(growth, qog, %)
Old Method* New Method** Revision

2015 1%Quarter 2.1 1.9 -0.2
2" Quarter 15 1.6 0.1
3" Quarter 1.3 1.1 -0.3
4" Quarter 11 0.9 -0.2

2016 1% Quarter 0.0 0.4 0.4
2" Quarter 1.7 1.3 -0.5
3" Quarter 21 -1.6 0.5
4™ Quarter 3.8 3.4 -0.4

2017  1*'Quarter 1.4 -

(*) Direct Approach

(**) Indirect Approach

9.4%, respectively. Assessing the sub-items of
consumption expenditures, the increases registered under
non-durable goods and services spending stood out. During
this period, consumption expenditures for durable goods
recorded a limited rise of 0.6% while that for semi-durable
goods contracted by 1.2%.

Positive contribution of net exports to growth...

The positive contribution of net exports to growth was
noteworthy in the first quarter of 2017. During this period,
with the support of the automotive exports, export volume
index rose by 10.6% while import volume index increased
only by 0.8%. Therefore, net foreign trade made a
contribution of 2.2 points to the GDP growth.

Construction driven investment spending...

In January-March period, the wupturn in investment
expenditures also played a part in reaching the better-than-

Expenditure Approach - Contributions to GDP Growth (chain linked volume index2009=100) (% point)
2015 2016 2017

Q1 Q2 Q3 Q4 Annual Q1 Q2 Q3 Q4 Annual Q1

Consumption 31 5.2 2.3 5.0 39 19 4.4 -0.3 3.6 2.4 4.4
Private 3.9 4.2 2.2 3.3 3.4 0.6 2.5 -1.0 3.4 14 3.1
Public -0.7 1.0 0.1 1.7 0.5 13 19 0.7 0.1 1.0 1.3
Investment 1.0 3.9 2.5 31 2.7 19 1.2 0.1 0.6 0.9 0.6
Change in Stock -0.2 -24 01 -1.8 -1.1 1.0 19 15 -04 1.0 -23
Net Export -0.4 04 0.9 1.0 0.5 -0.4 -2.2 -25 -0.2 -1.3 2.2
Exports 0.6 1.0 11 11 0.9 0.3 -0.4 21 0.5 -0.5 2.4
Imports -1.0  -06 -0.1 -01  -04 -0.7 -1.8 -0.5 -0.7 -0.9 -0.2
GDP 3.5 7.2 5.9 7.4 6.1 4.5 5.3 -1.3 3.5 2.9 5.0

Numbers may not add to total due to rounding.

Source: Datastream, Turkstat
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expected growth performance. Analyzing the sub-items of
investment expenditures revealed that construction
investment surged by 10%. Machinery and equipment
investments, however, shrank by 10.1% during the same
period.

Production Approach - Contributions to GDP
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In the first quarter, inventory change was a factor that has
dragged the growth down.

Rapid growth in services sector...

According to production approach of GDP, services sector,
having an almost 60% share in GDP, provided significant
support to the first quarter growth. Having presented a

weak outlook in previous quarters, mainly due to the
headwinds the tourism sector had faced, services sector
made a contribution of 3.1 points to growth, marking the
strongest first quarter performance of the last three years.

Industrial sector, having a 20% weight in GDP, pushed
growth up by 1.1 points. Construction sector presented a
similar performance to the last quarter of 2016 and
contributed 0.3 point to growth. Agriculture sector, on the
other hand, provided the weakest support to growth by 0.1
point.

Expectations

The recent measures implemented by the policymakers
following the challenging conditions clouded the economic
activity last year have provided support for the growth
performance. In addition to this, the increase in the
contribution of net exports to growth has also boosted
Turkish economy in the first quarter. It is anticipated that
consumption expenditures in particular will continue to
have a strong outlook during the rest of the year. Against
this backdrop, we believe that the economic activity is more
likely to end 2017 with a better performance than
envisaged at the beginning of the year.

Note: Services sector constitutes of the information and communication, financial and insurance activities, real estate activities, professional, administrative and
support service activities, public administration, education, human health and social work activities and other service activities

Source: Datastream, Turkstat
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