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Macro note — 2025 3'd Quarter GDP

The Turkish economy grew by 3.7% annually and 1.1% quarterly
in the third quarter of 2025. While consumption remained the
main trend, investment spending increased significantly.
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According to growth data announced by TUIK, the Turkish economy grew by 3.7% in the third quarter of the year
compared to the same period of the previous year. (Market Expectation is 4.1% and Seker Investment
Expectation is 4%). The seasonally and calendar adjusted GDP chained volume index increased by 1.1%
compared to the previous quarter. The calendar adjusted GDP chained volume index increased by 3.4% in the
second quarter of 2025 compared to the same quarter of the previous year. The Gross Domestic Product
estimate by the production method increased by 41.6% in the third quarter of 2025 compared to the same quarter
of the previous year at current prices, reaching TRY 17 trillion 424 billion 718 million. The third-quarter value of
GDP was realized as USD 432 billion 880 million at current prices. The share of labor compensation in Gross
Value Added at current prices remained constant at 35% compared to the same period of the previous year. The
share of net operating surplus/mixed income increased from 46% to 46.7%. An analysis of the activities
constituting GDP reveals that, in the third quarter of 2025, compared to the previous year, the following chained
volume index figures were observed: construction increased by 13.9%, finance and insurance by 10.8%,
information and communication by 10.1%, product taxes minus subsidies by 9.6%, other service activities by
7.1%, industry by 6.5%, trade, transportation, accommodation and food services by 6.3%, professional,
administrative and support services by 4.4%, real estate by 4.2%, and public administration, education, human
health and social services by 2.1%. The agricultural sector decreased by 12.7%. Significant improvement is
evident in the construction sector. Both interest rate cut expectations and the implementation of postponed
activity have accelerated the construction sector compared to the previous year. On the other hand, the 12.7%
contraction in the agricultural sector can be considered a seasonal effect. We estimate that being due to the
agricultural frost this will have only a temporary impact on economic activity. Industrial production, which we
closely monitor as a production-biased growth indicator, continues to recover, albeit at a slower pace. The
significantly higher-than-expected quarterly growth stems from the fact that annual growth includes seasonal
effects. We expect this divergence to close in the final quarter.

Graph 1: Growth and Industrial Production (YoY %)
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Looking at the sub-components of growth, final consumption expenditures increased by 4.8% compared to the
previous quarter. Considering the underlying trend in consumption expenditures, a calm trend is observed.
Government spending increased by 0.8% annually. While fiscal policy has seen negative annual increases in
previous periods, this period saw a slightly positive trend. This is important because it highlights inflation and
the monetary policy stance. We saw a significant increase in investment expenditures at 11.7% annually, and
this component made the largest contribution to growth during this period. We view this positively because it
represents healthy and job-creating growth. Net exports continue to slow. While exports decreased compared
to the previous period, imports increased in line with consumption expenditures. The contribution of net exports
to growth is negative. We are also seeing the impact of this on the balance of payments.

In summary, the Turkish economy grew by 3.7% annually in the third quarter and 1.1% compared to the previous
quarter. While annual growth figures fell short of expectations, quarterly indicators were significantly above them.
While consumption trended in line with expectations, investment spending improved significantly. Furthermore,
while the construction sector was positive, agriculture contracted sharply due to the frost. Continued, albeit
cautious, interest rate cuts are reflected in growth indicators. The recovery in production activity brings both
healthy and sustainable growth and a contribution to the disinflation process. We emphasize that any new data
and policy announcements will prompt an update to our forecasts. Due to lower-than-expected production
dynamics, we maintain our 2025 GDP growth forecast at 3.4%.
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