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Growth Evaluation:
2022 2nd Quarter



HOUSEHOLDS’ CONSUMPTION AND EXPORT PROMOTED THE GROWTH
Ozan Bakış[footnoteRef:1] ve Uğurcan Acar[footnoteRef:2] [1:  Betam, ozan.bakis@eas.bau.edu.tr]  [2:  Betam, ugurcan.acar@eas.bau.edu.tr ] 


Executive Summary
[bookmark: OLE_LINK5][bookmark: OLE_LINK6][bookmark: OLE_LINK1][bookmark: OLE_LINK2]The Turkish economy has grown 7.6 percent in the second quarter of 2022. The biggest contribution to the growth has come from private consumption, with 12.3 percentage points. The net foreign trade has contributed to the growth by 3.9 percentage points. According to the seasonally and calendar-adjusted series, the GDP has grown by 2.1 percent compared to the previous quarter, with a contribution of 2.3 percentage points of stock changes and 1.7 percentage points of foreign trade. On the other hand, stock change and investments drove quarterly growth down by 1.3 and 0.4 percentage points, respectively.

Figure 1: Contributions to growth (left) and year-on-year growth rates (right) of GDP components in 2022 Q2
          Source: TurkStat, Betam 





The increase in private consumption continues
In the second quarter of 2022, private consumption increased by 22.5 percent yearly, contributing 12.3 percentage points to growth (Table 1). According to the seasonally and calendar-adjusted figures, private consumption increased by 3.9 percent compared to the previous quarter, contributing 2.3 percentage points to quarterly growth (Table 2).

Table 1: Growth rates and contributions to the growth of GDP components in 2022 Q1 and 2022 Q2 compared to the same quarter of the previous year
	
	2022Q1
	2022Q2

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

	Consumption
	21.5
	11.6
	22.5
	12.3

	Government Spending
	3.1
	0.4
	2.3
	0.3

	Investment
	4.2
	1.3
	4.7
	1.4

	Change in Inventories
	
	-10.1
	
	-10.3

	Export
	14.8
	5.0
	16.4
	5.7

	Import
	2.2
	-0.7
	5.8
	-1.8

	GDP
	7.5
	
	7.6
	


Source: TurkStat, Betam

Table 2: Growth rates and contributions to the growth of GDP components in 2022 Q4 and 2022 Q2 compared to the previous quarter
	
	2022Q1
	2022Q2

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

	Consumption
	1.6
	0.7
	3.9
	2.3

	Government Spending
	-0.3
	0.0
	1.1
	0.1

	Investment
	2.2
	0.6
	-1.3
	-0.4

	Change in Inventories
	
	-1.8
	
	-1.3

	Export
	-1.3
	-0.3
	4.1
	1.5

	Import
	-4.3
	1.4
	0.7
	-0.2

	GDP
	0.7
	
	2.1
	


Source: TurkStat, Betam

Investment spending has slightly increased
Investment expenditures increased by 4.7 percent this quarter, contributing 1.4 percentage points to growth. It decreased by 1.3 percent quarterly compared to the previous quarter, suppressing growth by 0.4 percentage points (Table 1 and Table 2). 

Inventories have continued to decrease[footnoteRef:3] [3:  TurkStat uses the chained volume index method when calculating new national income series. The contribution to growth of the inventory 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 inventories". We discussed in detail in the research note that we recently published how to account for the contribution of inventory change to growth in the chain-volume index approach (see Betam Research Note 17/217).] 

We see that stock changes are continuing to suppress annual growth. While the contribution of stock changes to annual growth has been minus 10.3 percentage points (Table 1), according to seasonal and calendar-adjusted data, its contribution to quarterly growth has been minus 1.3 percentage points (Table 2). The contribution of stock change to annual growth is negative because the stocks accumulated during the pandemic continue to melt in the second quarter of 2022, as in the previous quarter and 2021. It may be said that the increase in production lags behind the rise in consumption due to decreasing stocks.

Foreign trade contribution is positive 
[bookmark: OLE_LINK3][bookmark: OLE_LINK4]In the second quarter of 2022, exports increased by 16.4 percent, and imports increased by 5.8 percent annually. The contribution of foreign trade to growth is 3.9 percentage points (Table 1). Looking at the seasonally and calendar-adjusted figures, it is seen that exports increased by 4.1 percent and imports increased by 0.7 percent, and foreign trade contributed 1.7 percentage points to quarterly growth (Table 2).
Public spending has increased
In the second quarter of 2022, public spending increased by 2.3 percent, contributing 0.3 percentage points to annual growth (Table 1). Public consumption increased by 1.1 percent in seasonally and calendar-adjusted figures, supporting 0.1 percentage points to quarterly growth (Table 2).

[bookmark: _GoBack]The future of growth
Two components drove growth in the second quarter of 2022 as in the first quarter: private consumption and exports. We observe that the increase in exports did not slow down due to the depreciation in the TL, as the dollar rate at the end of the first quarter was 14, but it rose above 17 towards the end of the second quarter. The slowdown in private consumption can be explained by the high post-pandemic consumption trend and the demand for durable goods to be brought forward due to high inflation expectations. Despite the increases in private consumption and exports, the stagnation of investments and the continued decrease of stocks indicate great uncertainties regarding the coming periods for the real sector. There is no doubt that the ongoing inflationary environment also increases this uncertainty.

Figure 2: GDP growth rates compared to the previous quarter and the same quarter of last year  

Source: TurkStat, Betam
Contribution (%)	
Consumption	Government Spending	Investment	Change in Inventories	Export	Import	GDP	12.271643003994811	0.29249127866077868	1.4368433842440891	-10.253652703812531	5.6685242822157269	-1.8372645012542339	


Annual Change	2016Q3	2016Q4	2017Q1	2017Q2	2017Q3	2017Q4	2018Q1	2018Q2	2018Q3	2018Q4	2019Q1	2019Q2	2019Q3	2019Q4	2020Q1	2020Q2	2020Q3	2020Q4	2021Q1	2021Q2	2021Q3	2021Q4	2022Q1	2022Q2	-0.66916264538373627	4.4311945807482322	5.2908425432556472	5.3018811864605109	11.790057801663067	7.268453394698593	7.4790849570820495	5.8373529623979348	2.4970675554269572	-2.6385699021583275	-2.5584144346031623	-1.6606138131681103	0.93738377656722438	5.8947299681534782	4.4297179508610007	-10.287252031670214	6.5133513599918036	6.3597059018903224	7.5074170898249637	22.246406064977343	7.8917487901841499	9.5968538971011661	7.4702588408402715	7.578584744048622	Quarter Change	2016Q3	2016Q4	2017Q1	2017Q2	2017Q3	2017Q4	2018Q1	2018Q2	2018Q3	2018Q4	2019Q1	2019Q2	2019Q3	2019Q4	2020Q1	2020Q2	2020Q3	2020Q4	2021Q1	2021Q2	2021Q3	2021Q4	2022Q1	2022Q2	-2.8676734614659694	5.5096116443495324	1.368865259222618	2.2803188216812265	1.515918557513718	1.8827611322633553	1.4687431302132792	0.65752178788840432	-1.6279355144123486	-3.1841153368222574	1.8777893627963671	2.5678003132384219	-0.35290778459662331	1.2799084485346723	0.84932546643585738	-10.371752589236927	15.649317790807004	1.0846477656639042	2.6166590695453573	1.9949569992060434	2.7144828244644925	1.5756383914333538	0.67392449478380634	2.0699273423802511	



Change (%)	
Consumption	Government Spending	Investment	Export	Import	GDP	22.538647371369169	2.283740843732307	4.660079302852238	16.396017629449268	5.7836429995119509	7.578584744048622	
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