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ON INDUSTRY'S PERCEPTION OF ENERGY
PRICES IN TURKEY
SUMMARY:

An interesting case emerged while examining the effect of the 10% discount on natural
gas prices, which was introduced on 1st October 2016, on industrial natural gas prices.
Whilst discussing the impact of the drop in input cost, it was discovered that other
industries, dependent on energy intensive products, were unaffected by the discount.
Digging a little deeper into details, a common misconception emerged that most of the
export sector make their sales in Euro in the domestic market as well. However, the
main culprit for the industry was high energy prices. In this Q report, we will examine
how the energy prices behave relative to the prices of goods sold by industries.

METHOD:

Turkish Statistical Institute (TUIK) data was obtained from the Central Bank’s EVDS
system and August 2005, January 2013 and February 2013 were normalised to 100. All
energy intensive sectors were compared with the data on "Electricity, Gas, Steam and
Air Conditioning", coded under 4.1. It was then re-examined with the final sale prices,
with VAT being added, derived from the DOSIDER data bank. The calculations of January
2013 gave an interesting result with the highest electricity prices to that date. Another
calculation was therefore made for February 2013.

ANALYSIS:

The Producer Prices of electricity and gas-intensive, which were at 100 in 2003,
experienced the smallest growth in the production prices among all energy-intensive
industries. (Thick red line in the graph below)

PPI (February 2013 = 100)
200,00

180,00
160,00

140,00

GO DI P PSP DS DD DD DD PP SO>S
] I A Y
(n) O (M) (s}

) S
R R g R Y
AR A A A A
&S

——1. Domestic Producer Price Index (PPI)
2.1 Coal and Lignite - Level
2.3 Metal ores - Level
—3. Manufacturing - Level
=—3.10 Coke and oil refinery products - Level
=312 Basic pharmaceutical products and drugs - Level
~—3_14 Other non-metal ore products - Level
3.16 Manufactured metal products, exduding machinery and equipment - Level
3.20 Motor land vehicles, trailers and semi-trailers - Level

. Electricity, gas. steam and air conditioning generation and distribution - Level
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——2. Mining and query - Level
——2.2 Crude oil and natural gas - Level

2.4 Other mining and query products - Level
3.4 Textile products - Level
~==3.11 Chemicals and chemical products - Level
~——3.13 Rubber and plastic products - Level
——3.15 Basic metals - Level

3.19 Machinery and equipment - Level
====3.22 Furnishing - Level

e/ | Electricity, gas, steam and air conditioning - Level

Page | 1


mailto:quant@dektmk.org.tr

World Energy Council Turkish National Committee WORLD | TURKEY

Quant Working Group ENERGY | TUrk
MiLLi
Q18 - March 2018 COUNCIL I komitesi

PPI (2003 = 100)

== 1 Domestic Producer Price Index (PPI) =2 Mining and query - Level
=2.1 Coal and Lignite - Level e 2.2 Crude oil and natural gas - Level

2.3 Metal ores - Level 2.4 Other mining and query products - Level
w—3_Manufacturing - Level w— 3 4 Textile products - Level

w310 Coke and oil refinery products - Level w3 11 Chemicals and chemical products - Level
s 3 12 Basic pharmaceutical products and drugs - Level =313 Rubber and plastic products - Level

=====3.14 Other non-metal ore products - Level =315 Basic metals - Level

dp. - Lovel w3 18 Electrical equipment - Level

3.20 Motor land vehidles, trailers and semi-trailers - Level
=322 Furnishing - Level e Electricity, gas. steam and air conditioning generation and
4.1 Electricity, gas, steam and air conditioning - Level distribution - Level

Given the atypical increase in prices in January 2013, the electricity-gas prices can be
shown to be much lower, if January 2013 is taken as 100. If we accept February 2013
as 100, the Producer Price Index (PPI) at an electricity-gas level drops to 98 in real
terms. If we take January 2013 as 100, this number drops to 84. This concludes
electricity-gas prices saw a real decrease in price despite the increase in inflation, and
has seen the cheapest wholesale industry prices compared to other industry prices.

CONCLUSION:

The electricity and gas prices in Turkey remained below the price trends in all other
industries. While the industrial sector constantly updating the price of their products,
electricity and natural gas couldn’t match their pace. This can also be clearly observed
from the PPI figures. In all energy intensive sectors, even crude oil users, for example,
price reductions are not transmitted to product prices. When selling goods with Euros,
the reasons behind the complaints of high prices when the electricity-gas inputs with
the Turkish Lira has no discernible increase in real terms should be investigated. Why
would an energy-intensive sector’s industrialist who updates its prices complain about
the “high electricity-gas input prices” which have fallen in real terms? Statistics would
be useful to answer this question.
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