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ISTANBUL/ANKARA: Turkey’s economy is
expected to shrink in the second quarter, its
third straight quarterly contraction as it
grapples with the effects of recession, and
a Reuters poll yesterday also pointed to
zero growth in 2019 as demand and invest-
ment slows.

The poll of 18 economists showed the
economy shrinking 2 percent year-over-year
in the second quarter, based on the median,
and estimated annual growth of 0 percent for
2019, as last year’s currency crisis continues
to weigh on the major emerging market.
Forecasts for the second quarter ranged
from a 1 percent to 2.2 percent contraction.
Estimates for annual GDP ranged from 1 per-
cent growth to a 2 percent contraction,
which on the whole was more optimistic than
a July poll predicting the economy would
contract this year.

“We expect the weak trend in investments
to continue again and therefore have a bigger
negative impact on GDP than in the previous
quarter,” said Ozlem Bayraktar Goksen, chief
economist at Tacirler Yatirim. Turkey, the
largest economy in the Middle East, has a
track record of more than 5 percent growth.
But a diplomatic dispute with the United

States last year and the currency crisis that
wiped out more than 30 percent of the cur-
rency’s value triggered a contraction of 3
percent in the fourth quarter.

In the first quarter of 2019, the economy
contracted 2.6 percent year-on-year even as
it returned to growth on a quarter-on-quar-
ter basis. It may again narrowly log quarter-
over-quarter growth in Q2, economists say.

Second quarter GDP growth is due to be
announced on Sept. 2. A sharper than ex-
pected fall in industrial production in June,
shrinking retail sales in recent months, and
limited public consumption contributed to
weakness in the second quarter. On the other
hand net exports, helped by weakness in the
Turkish lira, “will continue to be the biggest
positive contributor to GDP,” Goksen said,
predicting a 1.5 percent year-on-year GDP
rise in the second half of the year despite
risks stemming from weak credit growth.

“At this point, we hold our 2019 forecast
as a 0.3 percent annual contraction. We think
there are downward risks,” she said. A
Reuters poll of more than 40 economists in
July showed the contraction in Turkey’s econ-
omy was expected to continue until the third
quarter of the year, with positive growth seen

in the final quarter of 2019.
At that time, economists had forecast a 1.5

percent contraction annually for 2019. The
government’s own sharply-lowered forecast

for the year envisages growth at 2.3 percent
in 2019, and 3.5 percent in 2020. Turkey’s
economy last contracted on an annual basis
in 2009, by 4.7 percent. —Reuters

Turkish economy to contract in 
Q2, log zero growth this year

Country grapples with the effects of recession

British deadline 
looms for bank 
payouts over 
PPI scandal
LONDON: Britons faced a crunch deadline yesterday to
claim compensation for mis-sold insurance that is costing
UK banks billions of pounds, while tarnishing their battered
reputations further following several financial scandals.
Customers have until 11:59 pm (2259 GMT) to question
lenders whether they have had Payment Protection Insur-
ance added to credit products such as loans, mortgages or
payment cards. 

While PPI was intended to cover missed payments, for
example if a policy holder lost their job, in many cases
consumers were unaware the insurance had been added
to a product, while others would never have benefitted
despite pressured into taking it. UK watchdog, the Fi-
nancial Conduct Authority (FCA), this week said £36 bil-
lion ($44 billion, 40 billion euros) had been paid out in
PPI compensation since the start of 2011, when banks
lost a high court appeal against tighter regulation of the
insurance.

Lloyds Banking Group (LBG), a lender bailed out by the
UK government following the 2008 global financial crisis,
is by far the worst affected, setting aside more than £20
billion, an amount likely to rise.

According to the FCA, an estimated 64 million PPI poli-
cies have been sold in the UK, the majority over a 20-year
period to around 2010. —AFP

German minister 
eyes tax cuts 
for ‘Mittelstand’ 
as economy cools
BERLIN: Taxes would be cut for Germany’s Mittelstand,
the small and medium-sized businesses that form the back-
bone of Europe’s biggest economy, under a proposal the
country’s economy minister made yesterday.

The plans by Economy Minister Peter Altmaier, who has
been criticized by Mittelstand companies for not doing
enough to help them in the past few months, include limit-
ing tax on retained profits to 25%.

Hit by trade disputes and Brexit uncertainty, the export-
oriented German economy contracted in the second quar-
ter, and Chancellor Angela Merkel’s coalition government
disagrees on how to deal with the slowdown. “We are
shaped by a strong and world-oriented Mittelstand like al-
most no other country,” Altmaier said. “A corner stone of
my Mittelstand strategy is to improve economic condi-
tions. “We must reduce the tax burden on the Mittelstand.”

The Mittelstand companies account for 35 percent of
corporate turnover in Germany and 60 percent of jobs,
Altmaier said. They tend to be family-owned, have up to
500 workers and annual revenues below 50 million euros.
He also proposed capping tax for business partnerships
at 45 percent, limiting welfare contribution costs to less
than 40 percent, and cutting red tape to provide savings
of 1 billion euros ($1.11 billion). He reiterated his desire to
completely abolish a solidarity tax, much of which has
gone to support eastern states since reunification in

1990, after the cabinet last week agreed to exempt most
taxpayers from it.

Altmaier, a member of Merkel’s conservatives, put no
figures on the total savings he had in mind and gave no de-
tails on the financing of them.

Some Social Democrats (SPD), junior partners in the
ruling coalition, want the government to ditch a long-
standing commitment to achieving a balanced budget and
be prepared to issue new debt to fund investment, for ex-
ample in an ambitious new climate package.

However, many of Merkel’s conservatives will not coun-
tenance loosening the purse strings to help the economy
and prefer tax cuts. The BDI industry association wel-
comed Altmaier’s plans, describing them as the “correct in-
struments” to strengthen small and mid-sized businesses
and urged the minister to push through his ideas against
any political resistance. —Reuters

PARIS: German Economy Minister Peter Altmaier delivers a speech during the
opening of the French Employers’ Association (Medef) “Rencontre Des Entre-
preneurs” summer meeting at the Longchamp horse racetrack in Paris. —AFP


