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Growth Evaluation: 
2019 3rd Quarter



POSITIVE CONSUMPTION and NEGATIVE INVESTMENTS CONTRIBUTIONS to GROWTH RATE
 Ozan Bakış[footnoteRef:1] and Uğurcan Acar[footnoteRef:2]  [1:  Betam, ozan.bakis@eas.bau.edu.tr]  [2:  Betam, ugurcan.acar@eas.bau.edu.tr ] 



Executive Summary
In the third quarter of 2019, according to seasonally and calendar day adjusted data, Gross Domestic Product (GDP) increased by 0.4 percent compared to the previous quarter, increased by 0.9 percent compared to the same quarter of last year. While private and government consumption contributed to the annual economic growth by 1 percentage point, the greatest negative impact on the annual economic growth comes from investments, for which the contribution to GDP growth was minus 3.6 percentage points. On the other hand, the contribution of net exports to growth is positive but limited: while the contribution of exports was 1.7 percentage points, imports' contribution was minus 1.4 as imports start to increase. 

Quarterly, we observe that private consumption, government expenditure, exports, and stock change contribute positively to the growth rate. The contribution of imports is minus 2.9 percentage points. 

[bookmark: OLE_LINK9][bookmark: OLE_LINK10][bookmark: OLE_LINK13][bookmark: OLE_LINK14]The fact that stock change contributes positively to growth when the Turkish economy goes down can be interpreted that despite low demand, production is still in progress; therefore, producer expectation of the future is positive. On the other hand, ongoing reductions in investments raise concerns for the next period of the GDP growth. Despite this positive sign, we observe that investments decline in year-on-year comparison while stays constant in quarter-on-quarter comparison.  This would raise concern about future GDP growth but knowing that the quarter-on-quarter decline in investments was 6.8 percent in the second quarter we can speak of an improvement in investment trends as well. All in all, we anticipate that economic growth will continue at least in the short run. 

Figure 1: Contributions to growth (left) and year-on-year growth rates (right) of GDP components in 2019 Q3
  
Source: TurkStat, Betam. 


The positive contribution from private consumption 
Private consumption, which decreased by 5 percent in the first quarter of 2019 and 1 percent in the second quarter of 2019, compared to the same quarter of the previous year, increased by 1.5 percent in the third quarter of 2019. Its contribution to GDP growth increased to 0.6 percentage points (Table 1). When we look at the seasonally and calendar day adjusted data, private consumption contributed to growth rate by 1.1 percentage points in the third quarter, increasing 1.9 percent (Table 2). 

Table 1: Growth rates and contributions to the growth of GDP components in 2019 Q1 and 2019 Q2 compared to the same quarter of last year

	 
	2019Q2
	2019Q3

	 
	Change (%)
	Contribution (%)
	Change (%)
	Contribution (%)

	Consumption
	-1.0
	-0.6
	1.5
	0.9

	Government Spending
	3.4
	0.5
	7.0
	0.9

	Investment
	-22.4
	-7.2
	-12.6
	-3.6

	Change in Stock
	 
	-1.7
	 
	2.4

	Export
	8.1
	2.2
	5.1
	1.7

	Import
	-17.0
	5.3
	7.6
	-1.4

	GDP
	-1.6
	 
	0.9
	 


 Source: TurkStat, Betam




Table 2: Growth rates and contributions to the growth of GDP components in 2019 Q1 and 2019 Q2 compared to the previous quarter
	 
	2019Q2
	2019Q3

	 
	Change (%)
	Contribution (%)
	Change (%)
	Contribution (%)

	Consumption
	3.4
	1.9
	1.9
	1.1

	Government Spending
	2.2
	0.3
	1.9
	0.3

	Investment
	-5.8
	-1.6
	-0.1
	0.0

	Change in Stock
	 
	0.3
	 
	0.2

	Export
	5.0
	1.5
	5.5
	1.7

	Import
	5.6
	-1.4
	10.5
	-2.9

	GDP
	1.0
	 
	0.4
	 


 Source: TurkStat, Betam

The slowdown in investments continues 
On an annual basis, investments, which decreased by 12.4 and 22.8 percent in the first two quarters of 2019, shrank by 12.6 percent in the third quarter of 2019, and they negatively contributed to growth by minus 3.6 percentage points (Table 1). When we look at seasonally and calendar day adjusted data, we see that negative contribution from investments in the first two quarters was set to zero in this quarter (Table 2).
Recovery in stocks[footnoteRef:3] [3:  TurkStat uses the chained volume index method when calculating new national income series. The contribution to growth of the stock change cannot be easily calculated because there is an additivity problem in the chain method and a chain index cannot be derived for the "changes in stock". We discussed in detail in the research note that we recently published how to account for the contribution of stock change to growth in the chain-volume index approach (see Betam Research Note 17/217).
] 

[bookmark: _Hlk501449844]Annually, stock changes, which had contributed to growth by minus 1.7 percentage points in the second quarter of 2019, contributed minus 2.4 percentage points to growth in the third quarter of 2019 (Table 1). When we look at quarterly growth, we see that seasonally and calendar day adjusted stock changes contributed to growth by 0.3 percentage points in the second quarter and 0.2 percentage points in the third quarter (Table 2).



The positive contribution of net exports is ending
[bookmark: OLE_LINK7][bookmark: OLE_LINK8]Exports, which increased by 8.1 percent in the second quarter of 2019, compared to the same quarter of the previous year, rose by 5.1 percent in the second quarter, and the contribution of which was 1.7 percentage points. The decrease in imports seems to be over. While import reduction was nearly 29 percent in the first quarter and 17 percent in the second quarter. Imports increased by 7.6 percent in this period and contributed to growth by minus 1.4 percentage points (Table 1). Quarterly, when we look at seasonally and calendar day adjusted data, we see that the increase in imports accelerated in this quarter. Besides, the contribution from net foreign trade to growth was minus 1.2 percentage points (Table 2).

Limited support by government spending
Government spending increased by 7 percent in the third quarter of 2019 compared to the same quarter of the previous year and contributed 0.9 percentage points to growth (Table 1). Quarterly, when we look at seasonally and calendar day adjusted data, we observe that government spending increased by 1.9 percent in the third quarter of 2019 and made a contribution of 0.3 percentage points to growth. (Table 2). 

The Future of Growth
[bookmark: OLE_LINK11][bookmark: OLE_LINK12]The fact that stock change contributes positively to growth when the Turkish economy goes down can be interpreted that despite low demand, production is still in progress; therefore, producer expectation of the future is positive. Although this positive signal, investments were somewhat steady quarterly and were decreasing on an annual basis. This is alarming for the future periods.  Nevertheless, when we consider the fact that investments declined by 6.8 percent in the previous quarter, we can remark on the recovery in investments in this quarter. Regarding all, we anticipate that economic growth will continue for at least in the short run.







 Figure 2: GDP growth rates compared to the previous quarter and same quarter of last year 
 Source: TurkStat, Betam. 

Change (%)	
Consumption	Government Spending	Investment	Export	Import	GDP	1.5064313896205439	6.981522002558882	-12.555085157217217	5.054170418774806	7.6336347898674939	0.94600618118088065	


Annual Change	2013Q4	2014Q1	2014Q2	2014Q3	2014Q4	2015Q1	2015Q2	2015Q3	2015Q4	2016Q1	2016Q2	2016Q3	2016Q4	2017Q1	2017Q2	2017Q3	2017Q4	2018Q1	2018Q2	2018Q3	2018Q4	2019Q1	2019Q2	2019Q3	6.8804097448097012	8.679514433077685	2.8975438907233864	3.6662593748295391	5.9302729224654627	3.6016444988062446	7.1600269167206632	5.7850603678571977	7.4964855651153073	4.8088367842695545	4.9296739402332257	-0.81201904278707104	4.2392839067209698	5.2639590193166885	5.3389276286467613	11.646369076474716	7.2723925431292136	7.4389435840030105	5.6427704306570181	2.3014978242978712	-2.8057125047310838	-2.2865161929326749	-1.5539210621743127	0.94600618118088065	Quarter Change	2013Q4	2014Q1	2014Q2	2014Q3	2014Q4	2015Q1	2015Q2	2015Q3	2015Q4	2016Q1	2016Q2	2016Q3	2016Q4	2017Q1	2017Q2	2017Q3	2017Q4	2018Q1	2018Q2	2018Q3	2018Q4	2019Q1	2019Q2	2019Q3	0.7323027398944415	2.6644199701995719	-1.5498061972216148	2.3568373716194246	1.4948925124467438	1.8589673319550526	1.4981017111983297	1.180776871342748	1.3846224922384742	0.47175848388221198	1.1302625184818504	-3.0712740456420029	5.8148082906511522	1.4865545148634585	1.6853992483670366	1.7661931406510956	2.4229496210926849	1.1888987461230016	-6.478204152484679E-2	-1.3669689425129472	-2.588514065665215	1.6942425517010085	0.99230506980372279	0.42724450021542903	



Contribution (%)	
Consumption	Government Spending	Investment	Change in Stock	Export	Import	GDP	0.85295383765905186	0.94245782913061094	-3.6032013397018119	2.4498035085594871	1.696724809591764	-1.3927324640582279	
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