
  
 

TURKISH ECONOMY COOLES DOWN 
 

Zümrüt İmamoğlu* ve Barış Soybilgen† 

 

Executive Summary 

 

Betam revised its second quarter growth forecast according to new data released for May. We expect real 

GDP to rise 0.3 percent in the second quarter from the previous quarter, less than our previous forecast of 

0.5 percent. We estimate the year on year growth in real GDP to be 6.6 percent from the same quarter of 

the previous year. 

 

With the slowdown in GDP growth, we believe that there is less need for tightening policies; however, 

fiscal stance should remain tight because the current account deficit is still high. We expect the current 

account deficit to reach 9.0 percent of GDP by the end of second quarter. 
 

 

Tablo1. Betam’s quarterly and annual growth forecasts and realizations 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Source: Betam. *sa: seasonally and calendar day adjusted 
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2011 1. Quarter 

Forecast  

2011 1. Quarter 

Realized  

2011 2. Quarter 

Forecast 

Real GDP growth, % 

(quarter on quarter, sa*) 
1.6 1.4 0.3 

Real GDP growth, % 

(year on year) 
10.6 11.0 6.6 

Current account deficit 

(% of GDP, annual) 
7.9 7.9 9.0 
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Economy cooled down in the second quarter 
 

Table 2 shows the monthly indicators Betam 

follows and their seasonally adjusted monthly and 

quarterly percent changes. Consumption and 

investment demand are decreasing but the trade 

deficit remains high. The good news is that 

imports have been decreasing since February 

which might help to curb the trade deficit.  

 

Our second quarter forecast depends on April and 

May data plus limited amount of data for June. 

According to indicators that are announced so far, 

our real GDP QoQ forecast is 0.3 percent and YoY 

forecast is 6.6 percent. 

  

Small increase in consumption 
 

Consumption indicators gave mixed signals in 

May. Imports of consumption goods fell by 5 

percent. Special consumption tax (SCT) revenue 

and automobile production decreased by 4 

percent each while durable and non-durable 

goods production increased. Consumer 

confidence index fell both in April and May, but on 

average consumer confidence index in the second 

quarter is still above first quarter level. Overall, we 

expect a small increase in consumption in the 

second quarter. 

 

Investment decreased 
 

As of July, we have the data for capacity utilization 

rate (CUR) in April, May and June and industrial 

production index (IPI) for April and May. IPI 

continued its gradual downward trend in the 

second quarter and fell by 0.3 percent in May. 

CUR increased very little in June after the 1 

percentage point fall in May. 

 

Imports of investment goods increased by 7.4 

percent while investment goods production 

decreased by 2.4 percent in May. Looking at these 

changes, we expect investment to decrease in the 

second quarter. 

 

Trade deficit is still high 
  

Figure 2 shows monthly changes of seasonally 

adjusted import and export volume indices. 

Exports decreased more than imports in May. 

Export volume index fell by 6 percent and import 

volume index decreased by 1.5 percent, but on a 

quarterly basis we expect exports to increase 

more than imports and this will help to shrink the 

trade deficit. Preliminary export data for June 

announced by the Turkish Exports Assembly (TIM) 

support our view, demonstrating a strong increase 

in exports in June. The contribution of net exports 

to GDP will be positive in the second quarter. 

 

Current account deficit will be 9 percent  
 

Current account deficit in May was announced as 

$7.8 billion which is slightly higher than last 

month’s $7.6 billion figure. The fall of exports in 

May caused current account deficit to rise, even 

though tourism income began to increase. On the 

other hand if imports continue to decline in June 

and by the help of high tourism income in summer 

months, current account deficit might decrease in 

the coming months.  

  

Forecasts 
 

Betam releases its GDP and current account 

forecasts on a monthly basis. Table 1, 

summarizes Betam’s first and second quarter 

forecasts and the realized first quarter growth 

rates. We expect the real GDP to grow by 0.3 
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percent in the second quarter of 2011 from the 

previous quarter and by 6.6 percent in the second 

quarter from the same quarter of the previous 

year. Betam also expects current account deficit to 

reach 9.0 percent of GDP in the second quarter.   

 
 
Table 2. Monthly and quarterly changes of Betam’s selected indicators (real and sa) 

Indicators April May June 2010 4. 
Quarter 

2011 1. 
Quarter1 

Exports 5,9 -6.0 ** -3.1 2.7 
Imports -2.6 -1.5 ** 1.0 0.3 
Intermediate goods import -2.5 -1.9 ** 2.7 -1.6 
Consumer goods import -5.8 -4.9 ** 3.0 -0.7 
Investment goods import -6.6 7.4 ** -4.0 9.8 
Industrial Production Index (IPI)  -0.2 -0.3 ** 2.2 -1.3 
Nondurable consumer goods -0.8 1.5 ** 1.1 -0.2 
Durable consumer goods -1.6 3.8 ** 4.4 1.9 
Intermediate goods -1.2 1.4 ** 1.5 -1.2 
Investment goods -3.8 -2.4 ** 4.3 -4.4 
Capacity Utilization Rate (CUR) -0.4 -1.0 0.0 1.4 -1.2 
Nondurable consumer goods -0.9 0.4 0.3 -0.2 -0.3 
Durable consumer goods -1.1 -2.5 2.2 3.6 -1.4 
Intermediate goods -0.7 0.4 0.2 0.3 -1.6 
Investment goods 0.4 -1.3 0.6 2.9 0.2 
Soft Data     
Consumer confidence index 
(Turkstat) 

-0.2 -0.7 ** 1.5 0.2 

Reel sector confidence index -3.7 0.4 -1.0 -1.2 -4.2 
Financial Data     
IMKB 100 (Stock Exchange) 3.3 -4.0 -0.3 -4.4 -0.0 
Other     
Special consumer tax* (SCT) 4.9 -4.5 ** -5.6 3.1 
Automobile production -11.9 -4.1 ** 2.1 -12.6 

Source: TurkStat, CBRT, Treasury, ISE, Betam. All series are real (or inflation adjusted) wherever necessary and seasonally adjusted. 

*This tax is collected on sales of goods such as gas, fuel oils, alcohol, tobacco products and automobiles. 

**Data not yet released. 

 

 
 
 

                                                 
1 The first quarter changes of indicators are based on forecasts calculated using monthly data. 



Figure 1: Capacity utilization rate and 
industrial production index (sa. left axis for 
CUR and right axis for IPI) 
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Source : TurkStat. Betam  

Figure 2: Volume indices of exports and 
imports (sa)             
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 Source : TurkStat. Betam 

 

Figure 3: Ratio of current account deficit to GDP (yearly) 

Current Account Deficit (% of GDP)
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Source: TCMB. TurkStat. Betam 

 

 

 

 
 
 
 
 
 



Figure 4: Monthly changes of manufacturing industry exports (sa) 
 

 
Source: TurkStat. Betam 
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-20.00%

-15.00%

-10.00%

-5.00%

0.00%

5.00%

10.00%

Fo
od

 p
ro

du
ct

s 
an

d 
be

ve
ra

ge
s

Ta
ba

cc
o 

pr
od

uc
ts

Te
xt

ile
 g

oo
ds

C
lo

th
in

g 
go

od
s

Fu
rs

 le
at

he
r a

nd
 p

ro
du

ct
s

W
oo

d 
an

d 
co

rk
 p

ro
du

ct
s

P
ap

er
 a

nd
 p

ap
er

 p
ro

du
ct

s

C
ok

in
g 

co
al

, r
ef

in
ed

 p
et

.

C
he

m
ic

al
s

P
la

st
ic

 a
nd

 ru
bb

er
 p

ro
du

ct
s

O
th

er
 n

on
-m

et
al

lic
 m

in
er

al
 p

ro
d.

M
et

al
 in

du
st

ry

M
et

al
 p

ro
du

ct
s 

(n
ot

 m
ac

h.
)

M
ac

hi
ne

ry
 a

nd
 e

qu
ip

m
en

t

E
le

ct
ric

al
 m

ac
hi

na
ry

R
ad

io
, t

el
ev

is
io

n 
an

d 
co

m
m

.

M
ot

or
 v

eh
ic

le
s 

an
d 

tra
ile

rs

Fu
rn

itu
re

 a
nd

 o
th

er
 p

ro
du

ct
s

April 2011
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