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What the drop in Turkey’s lira means for
consumer spending
Oleksandr Pidlubnyy | 07/12/2018

Summary
A new survey provides insight into how Turkey’s economic struggles are affecting
consumers in this G20 nation. The volatility of the lira and an overall sense of financial
insecurity have caused a notable pullback in consumer confidence and spending – a
significant development, since Turkey’s economy is traditionally a domestically driven
one.
Key takeaways
Although Turkey’s economic growth was recently on par with China and India’s, the value of Turkey’s currency – and its consumer confidence – has plunged
According to our new research, approximately 3/4 of Turkey’s consumers plan to spend less on homes, vacations and cars – and even more are worried about
inflation’s effect on food and petrol prices
More than 60% said their optimism about the country’s economy decreased in the previous six months, and more than half believed the economy would deteriorate
further in the next six months

In recent years, Turkey’s economy was one of the fastestgrowing among emergingmarket
nations, growing at a pace comparable to India and China. But fundamental problems such as
high levels of foreigncurrency debt lurked under the surface. So when USTurkey trade
tensions made headlines in the summer of 2018, the Turkish lira suffered a steep selloff – and
the country’s economy started a sharp decline.
Grassroots® Research – Allianz Global Investors’ proprietary inhouse research division –
sought to assess the impact of new economic developments on Turkish consumers’ spending
habits by surveying approximately 800 consumers in September 2018. This work informs our
investment outlook for clients.

Consumer optimism has dropped along with the lira
The survey confirmed our investment analysts’ observations about Turkey’s weakening
economy. Six out of 10 respondents said their optimism about the country’s economic

Consumer optimism has dropped along with the lira
The survey confirmed our investment analysts’ observations about Turkey’s weakening
economy. Six out of 10 respondents said their optimism about the country’s economic
developments had decreased in the previous six months. Looking to the future, more than half
said they believed the economy would deteriorate in the next six months.
Yet our respondents’ biggest worry was the lira’s depreciation, with 92% citing concern that
Turkey’s weaker currency would negatively affect their overall financial situation. In fact, more
than half told us their financial situation was already worse than it had been six months ago.

Bigticket purchases get sidelined as the price of consumer staples
rise
The volatility of the lira, and the overall financial insecurity of Turkish consumers, has caused a
predictable pullback in consumer confidence and spending. Almost threequarters of
respondents said they plan to spend less on major purchases:
73% will spend slightly or significantly less on home purchases and/or rentals
71% will spend slightly or significantly less on vacations and/or travel
70% will spend less on car purchases

Our respondents also told us they expected the biggest price increases over the next six
months to hit gas/fuel and food. More than half were already planning to curtail or stop their
purchases of convenience food and prepared food.

Almost threefourths of respondents will cut or delay spending on bigticket items
Question: Will the latest economic developments affect your personal spending habits for the following?

Source: Grassroots® Research. Data as at September 2018.

Inflation expectations focus on fuel and food
Question: For which consumption categories do you expect the biggest price increases in the next six months?

Source: Grassroots® Research. Data as at September 2018.

A strong link between consumer sentiment and economic growth

A strong link between consumer sentiment and economic growth
Alexandra Richter, Head of the Emerging Europe Equity team at Allianz Global Investors, found
the outcome of this survey of particular interest because Turkey’s economy is traditionally a
domestically driven one: “The combination of a weak Turkish lira, increased inflation and high
interest rates are weighing on consumer confidence and overall growth. As a result, Turkey’s
consumers are in the process of either postponing some purchases or at least trading down. It
will be interesting to conduct this survey again in a few months to see how consumer
confidence has evolved in a lowgrowth – but probably still highinflation and highinterestrate
– environment.”

Grassroots® Research is a division of Allianz Global Investors that commissions investigative market research for assetmanagement
professionals. Research data used to generate Grassroots® Research reports are received from independent, thirdparty contractors who
supply research that, subject to applicable laws and regulations, may be paid for by commissions generated by trades executed on behalf
of clients.
Investing involves risk. The value of an investment and the income from it will fluctuate and investors may not get back the principal invested.
Bond prices will normally decline as interest rates rise. The impact may be greater with longerduration bonds. Past performance is not
indicative of future performance. This is a marketing communication. It is for informational purposes only. This document does not
constitute investment advice or a recommendation to buy, sell or hold any security and shall not be deemed an offer to sell or a solicitation
of an offer to buy any security.

The views and opinions expressed herein, which are subject to change without notice, are those of the issuer or its affiliated companies at
the time of publication. Certain data used are derived from various sources believed to be reliable, but the accuracy or completeness of the
data is not guaranteed and no liability is assumed for any direct or consequential losses arising from their use. The duplication, publication,
extraction or transmission of the contents, irrespective of the form, is not permitted. This material has not been reviewed by any regulatory
authorities. In mainland China, it is used only as supporting material to the offshore investment products offered by commercial banks
under the Qualified Domestic Institutional Investors scheme pursuant to applicable rules and regulations.

This document is being distributed by the following Allianz Global Investors companies: Allianz Global Investors U.S. LLC, an investment
adviser registered with the U.S. Securities and Exchange Commission; Allianz Global Investors Distributors LLC, distributor registered with
FINRA, is affiliated with Allianz Global Investors U.S. LLC; Allianz Global Investors GmbH, an investment company in Germany, authorized by
the German Bundesanstalt für Finanzdienstleistungsaufsicht (BaFin); Allianz Global Investors (Schweiz) AG, licensed by FINMA
(www.finma.ch) for distribution and by OAKBV (Oberaufsichtskommission berufliche Vorsorge) for asset management related to
occupational pensions in Switzerland; Allianz Global Investors Asia Pacific Ltd., licensed by the Hong Kong Securities and Futures
Commission; Allianz Global Investors Singapore Ltd., regulated by the Monetary Authority of Singapore [Company Registration No.
199907169Z]; Allianz Global Investors Japan Co., Ltd., registered in Japan as a Financial Instruments Business Operator [Registered No.
The Director of Kanto Local Finance Bureau (Financial Instruments Business Operator), No. 424, Member of Japan Investment Advisers
Association and Investment Trust Association, Japan]; and Allianz Global Investors Taiwan Ltd., licensed by Financial Supervisory
Commission in Taiwan.
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For European equities,
winter won’t last forever

Tackle inequality by
transforming the tax
system

Stefan Hofrichter |
08/01/2019



Karl Happe | 08/01/2019

Oleksandr Pidlubnyy
Research Associate
Mr. Pidlubnyy is a research associate with Allianz Global Investors, which he joined in 2015
as a member of the firm’s Global Graduate Program (GGP). He has been a member of the
Grassroots® Research team since September 2017, after completing a twoyear trainee
program. Prior to joining Allianz Global Investors, he worked as a financial analyst at
Unicredit and then Microsoft (2014–2015). Oleksandr has a bachelor’s degree in economics
and finance from the University of Trieste, Italy, and completed his postgraduate master’s in
banking and business in 2014. He is a CFA Level III candidate.
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Selectivity may pay off in Latin American
infrastructure debt
Paul David | 07/12/2018

Summary
Infrastructuredebt investments in Latin America are often considered to be risky – and,
as a result, more suitable for a portfolio’s “core plus” fixedincome allocation. But carefully
choosing countries and projects can turn this asset class into a core holding with
attractive yield potential and a solid risk profile.
Key takeaways
Investors are increasingly looking to infrastructure investments as a way to balance their portfolios – and actively selecting among Latin American infrastructuredebt
projects can be particularly attractive
Focusing on essential infrastructure projects in investmentgrade countries may help minimise the market, currency and political risk associated with this asset class
With careful portfolio construction, Latin American infrastructure debt can sit within a traditional core allocation even as it offers enhanced return potential
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