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Growth Evaluation:
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Executive Summary
[bookmark: OLE_LINK5][bookmark: OLE_LINK6][bookmark: OLE_LINK1][bookmark: OLE_LINK2]The Turkish economy grew by 4 percent in the fourth quarter of 2023. Thus, the annual growth for 2023 was recorded at 4.5%. The largest contribution to growth in this quarter came from private consumption with 5.3 pp. The contribution of net exports, which was minus 5.3 pp in the previous quarter, was minus 2.3 pp in this quarter. Changes in inventories, which made a positive contribution to growth in the previous two quarters, decreased growth by 2.3 pp this quarter. According to the seasonally and calendar-adjusted series, Turkish economy grew by 1 percent from the third quarter to the fourth quarter of 2023. Private consumption made a positive contribution of 2.2 pp to quarterly growth, while foreign trade made a positive contribution of 0.9 pp. Investments pulled quarterly growth down by 0.2 pp and stock changes by 1.4 pp.

Figure 1: Contributions to growth (left) and year-on-year growth rates (right) of GDP components in 2023 Q4


            Source: TurkStat, Betam 

Private consumption increased quarter-on-quarter
In the fourth quarter of 2023, private consumption increased by 9.3 percent YoY and contributed 5.3 percentage points to growth (Table 1). According to seasonally and calendar-adjusted figures, private consumption increased by 3.6 percent QoQ and contributed 2.2 percentage points to quarterly growth (Table 2).

Table 1: Growth rates and contributions to the growth of GDP components in 2023 Q3 and 2023 Q4 compared to the same quarter of the previous year
	 
	2023Q3
	2023Q4

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

	Consumption
	11,1
	6,3
	9,3
	5,3

	Government Spending
	7,6
	0,9
	1,7
	0,1

	Investment
	14,8
	3,9
	10,7
	3,1

	Change in Inventories
	 
	0,1
	 
	-2,3

	Export
	1,2
	0,4
	0,2
	0,0

	Import
	14,5
	-5,7
	2,7
	-2,3

	GDP
	6,1
	 
	4,0
	 


Source: TurkStat, Betam

Table 2: Growth rates and contributions to the growth of GDP components in 2023 Q3 and 2023 Q4 compared to the previous quarter
	 
	2023Q3
	2023Q4

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

	Consumption
	-1,7
	-1,0
	3,6
	2,2

	Government Spending
	2,6
	0,3
	-4,3
	-0,5

	Investment
	4,9
	1,5
	-0,8
	-0,2

	Change in Inventories
	 
	-1,5
	 
	-1,4

	Export
	5,2
	1,8
	-2,5
	-0,9

	Import
	1,6
	-0,7
	-3,9
	1,8

	GDP
	0,3
	 
	1,0
	 



Source: TurkStat, Betam

Strong annual increase in investments
Investment expenditures increased by 10.7 percent YoY in this quarter, making a positive contribution of 3.1 pp to growth. On a quarterly basis, investment expenditures decreased by 0.8 percent QoQ, pulling growth down by 0.2 pp (Table 1 and Table 2).
Decline in inventories after two quarters[footnoteRef:4] [4:  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).] 

Stock changes, which had made a positive contribution to growth in the previous two quarters, reduced growth in this quarter. The contribution of stock changes to annual growth was minus 2.3 pp (Table 1). According to seasonally and calendar-adjusted data, the contribution to quarterly growth was minus 1.4 percentage points (Table 2).
Negative contribution from foreign trade to growth
In the fourth quarter of 2023, exports increased by 0.2 percent YoY, while growth of import slowed down to 2.7 percent. As a result, the contribution of foreign trade to growth was minus 2.3 pp on an annual basis. This contribution was minus 5.3 pp in the previous quarter (Table 1). Seasonally and calendar adjusted figures show that exports and imports decreased by 2.5 percent and 3.9 percent, respectively (Table 2).
Public spending decreased
In the fourth quarter of 2023, public spending increased by 1.7 percent, contributing 0.1 pp to annual growth (Table 1). According to seasonally and calendar-adjusted figures, public consumption fell by 4.3 percent, contributing minus 0.5 pp (Table 2).
The future of the growth
In the fourth quarter of 2023, the main contribution to growth came from private consumption spendings and investment expenditures. The contribution of inventory change and foreign trade was negative. Due to the tight monetary policy likely to be implemented after the elections, we anticipate that private consumption spendings will make a relatively lower contribution to growth. On the other hand, we expect a higher contribution to growth from the construction sector which has been stimulated by the devastating earthquakes of 6 February.

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

Source: TurkStat, Betam
Change (%)	
Consumption	Government Spending	Investment	Export	Import	GDP	9.3278713823509598	1.7280847279463663	10.701221989132726	0.21405783305081805	2.676101574767964	3.9694956540159643	


Annual Change	2018Q1	2018Q2	2018Q3	2018Q4	2019Q1	2019Q2	2019Q3	2019Q4	2020Q1	2020Q2	2020Q3	2020Q4	2021Q1	2021Q2	2021Q3	2021Q4	2022Q1	2022Q2	2022Q3	2022Q4	2023Q1	2023Q2	2023Q3	2023Q4	7.5076967152080343	5.8803835025076356	2.5358449432800301	-2.6155040563526244	-2.5322362682349886	-1.613914688031759	0.98439456192271901	5.9140500120599571	4.2767875122720955	-10.363467300122931	6.4369452340991451	6.3339105525392014	7.5460497925658121	22.349673166441164	7.9788159431068095	9.7035740112449531	7.8307137822557493	7.622751882474299	4.1458119565431772	3.3379144955896667	3.9581524085439579	3.9341876948764787	6.0736027706417728	3.9694956540159643	Quarter Change	2018Q1	2018Q2	2018Q3	2018Q4	2019Q1	2019Q2	2019Q3	2019Q4	2020Q1	2020Q2	2020Q3	2020Q4	2021Q1	2021Q2	2021Q3	2021Q4	2022Q1	2022Q2	2022Q3	2022Q4	2023Q1	2023Q2	2023Q3	2023Q4	1.2672880433580058	0.5884988294722282	-0.96115015350679567	-3.4489879329621442	1.5631743678819365	2.2712472670664452	0.5307685833922493	1.3352775764472913	0.17710632935445947	-10.713338285600582	16.411679394362121	1.4653093405633477	2.0339460621134453	1.7122326651323627	3.6475028058388537	1.5669582737234622	0.21273392019629522	1.4143990421107588	0.54220662510544582	1.1485431395287682	-0.16263734575530098	3.6089192040672735	0.3119434202804916	0.95274921952233083	



Contribution (%)	
Consumption	Government Spending	Investment	Change in Inventories	Export	Import	GDP	5.3408262566245881	0.1249183956441923	3.0933075654253588	-2.3448669642630242	3.030426094044018E-2	-2.2749938603555981	
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