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Box 2.3

How Does the Recent Gold Price Surge Impact Card Spending?

Gold prices in international markets have exhibited a rapid increase since the last quarter of 2023. This
increase in the value of gold, a traditional savings instrument in Turkiye, could have significant
repercussions on household consumption through the balance sheet constraint channel. A relevant recent
study indicates that the increase in global gold prices since the end of 2023 has had an upward impact on
housing prices and automobile sales.! This box examines how the increase in the value of gold impacts
credit and debit card spending, with respect to each card spending subcategory. The findings indicate that
the increase in gold prices led to a particularly significant impact on durable and semi-durable goods and
travel spending.

Chart 1: Card Spending by 25 Subcategories* (Total Transaction Flow in January-September
2025, %)
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* Detailed breakdowns of the 25 spending categories are available under the CBRT Debit Card and Credit Card Sectoral
Expenditure Statistics.

Wealth effect studies in the literature mainly focus on the consequences on economic activity of
changes in housing values (Campbell and Coco, 2007; Mian et al., 2013; Mian and Sufi, 2014),
stock values (Case et al., 2005) and more recently, cryptocurrency prices (Aiello et al., 2024).
Furthermore, studies have shown that the wealth elasticity of consumption is higher for durable
and semi-durable goods than for other consumption items (Luengo-Prado, 2006; Mian and Sufi,
2011).

This study uses a dataset that disaggregates card spending as a time series for 81 provinces and
25 distinct sub-expenditure groups based on the province where the POS transaction is
conducted, and the sector group to which it belongs. Chart 1 shows the shares of these spending
groups in total card volume for the period January-September 2025. The heterogeneity in the
distribution of the gold ratio proxy, defined as the share of gold in savings deposits and used to
measure provincial gold saving intensity, provides a natural experiment setup to analyze the
impact of the 110% increase in gold prices in USD terms from the last quarter of 2023 to
September 2025. We can verify that the distribution of the provincial gold deposit ratio to a large

" CBRT Blog, “Impact of Gold Price-Driven Wealth Growth on Housing and Automobile Markets”, May 2025.
https://tcmbblog.org/wps/wcm/connect/blog/en/main+menu/analyses/impact+of+gold+price-
driven+wealth+growth+on+housing+and+automobile+markets



https://tcmbblog.org/wps/wcm/connect/blog/en/main+menu/analyses/impact+of+gold+price-driven+wealth+growth+on+housing+and+automobile+markets
https://tcmbblog.org/wps/wcm/connect/blog/en/main+menu/analyses/impact+of+gold+price-driven+wealth+growth+on+housing+and+automobile+markets

Inflation Report 2025-IV | Economic Outlook

extent captures the distribution of both formal and physical gold savings, using our province-level
estimated savings/GDP ratio and Google Trends search indicators.?

The difference-in-differences estimation model we used to test the statistical and economic
significance of the variations in expenditure items based on the intensity of gold savings at the
provincial level is provided below for each card-based expenditure category y;;:

Sep2023
i

log (¥;¢+) = GoldRatio X Post, +us +v; + &

The dependent variable log (y;;) represents the logarithmic transformation of the nominal
expenditure amount in the relevant subcategory for each month. Post, is a dummy variable that
takes the value 1 for the period September 2023-September 2025 and 0 for the period January
2022-August 2023. The continuous treatment variable GoldRatio; *’*°** takes into account the
September 2023 values of the gold deposits/total deposits ratio.

First, to examine the development of expenditure items before and after September 2023, when
the gold price movement began, we index the volumes of the items to the March 2023 period and
visualize the expenditure development of “High Gold” and “Low Gold” provinces based on the
items (Chart 2). The charts show us that in the period after September 2023, expenditures related
to durable goods consumption, such as Electrical & Electronic Goods and Computers, Furniture
and Decoration, Telecommunication® and semi-durable goods consumption, such as Clothing and
Accessories, positively diverged in the “High Gold” province group. No significant differentiation is
observed among provinces in the aggregate card spending volume. This could be due to the
nature of the data: in some spending groups (such as insurance, airlines, accommodation, taxes,
and individual pension payments), the businesses in which POS transactions are carried out might
be located in a province which is different from where the gold savers reside.

The difference-in-differences model tests the statistical and economic significance of the
differences in expenditure items based on the intensity of province-level gold savings by
controlling for province-specific fixed effects and time-varying macroeconomic factors. The
estimation results presented in Table 1 indicate a significant gold-related wealth effect exist,
particularly in the consumption of durable and semi-durable goods. Households direct their
exogenously expanding budgets towards more durable consumption goods due to their high unit
value, longer storage life, and deferability. The finding that durable goods consumption is more
sensitive to wealth increases is consistent with the related literature on wealth effect.

2In our analysis of the share of gold accounts (gold ratio) within individual deposits, which we use to represent the
preference for gold savings, we find that at the provincial level, the gold ratio is negatively correlated with the share of
total financial system savings in GDP (even when controlling for socioeconomic variables). In other words, we find that
provinces with a high share of gold in deposits have a lower deposit/GDP ratio, and consequently, savings outside the
deposit system may be significantly higher in these provinces. Additionally, our analysis of internet search behavior at the
provincial level using Google Trends data provides behavioral evidence that the gold ratio consistently represents the
geographical distribution of gold savings trends both within and outside the financial system. Given the role of the under-
the-mattress gold, it is estimated that the actual wealth effects driven by gold prices in the study may be higher than the
findings mentioned.

3 Businesses classified under the telecommunications category include companies that sell telephones, fax machines,
messaging devices, mobile phones, and other telecommunications-related equipment.
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Chart 2. Development of Selected Card Spending Categories in Provinces with High

and Low Gold Ratios* (March 2023 = 100)
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averages, with the March 2023 period set as 100. The solid line shows the average changes for “High Gold”

provinces, which are above the median gold ratio value of 81 provinces as of September 2023, while the

dotted line shows the average changes for “Low Gold” provinces, which have a gold ratio below the median

value.
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Table 1. Difference in Differences Estimates for Card Spending Subcategories

Category Coefficient Estimate  Standard Deviation
Markets and Shopping Centers 0.0039 0.0024
Service 0.0028 0.0052
Various Food 0.0021 0.0024
Clothing and Accessories 0.0067*** 0.0025
Petrol Stations 0.0020 0.0031
Food 0.0037 0.0024
Government/Tax Payments 0.0050 0.0043
Electrical & Electronic Goods and Computers 0.0124*** 0.0035
Car Rental, Sales, Service, Parts 0.0106* 0.0054
Other 0.0104 0.0087
Building Supplies, Hardware, Hard Goods 0.0086 0.0061
Health, Health Products, Cosmetics 0.0068** 0.0028
Insurance 0.0045 0.0075
Jewelry 0.0181%%* 0.0068
Furniture and Decoration 0.0086** 0.0040
Education/Stationary 0.0018 0.0035
Travel Agencies/Forwarding 0.0126* 0.0068
Accommodation 0.0120** 0.0053
Contractor Services 0.0049 0.0085
Airlines -0.0017 0.0191
Telecommunication 0.0072** 0.0032
Private Pension 0.0777 0.0743
Direct Marketing -0.0042 0.0159
Club/Association/Social Services 0.0006 0.0116
Casino 0.0026 0.0202
Total Spending 0.0029 0.0023

Note: For the difference-in-differences, monthly data covers the period January 2022-September 2025 and includes
TRY equivalent amounts for 25 expenditure subcategories in 81 provinces. In the model incorporating province and
monthxyear time fixed effects, standard errors are clustered by province. *, **, and *** indicate statistical
significance at the 90%, 95%, and 99% levels, respectively.

The results for the economic magnitude of the effects on durable and semi-durable goods expenditure and
their elasticities relative to the gold price are presented in Chart 3. We observe that the additional average
increase due to gold prices in the durable and semi-durable expenditure groups during the two-year period
(from September 2023 to September 2025) is between 6% and 12%. For example, for the spending on
Electrical & Electronic Goods and Computers in a province with an average share of gold, we calculate an
additional average increase of 12% as compared to the hypothetical scenario where gold prices were flat
after September 2023. This indicates the existence of an economically significant effect.
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Chart 3. Average Additional Impact on Selected Spending Subcategories
Due to Gold Prices in the Period after September 2023* (%)
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* Average additional effects due to gold prices are shown for the period from September 2023,
when the increase in gold prices began, to September 2025. Elasticities are calculated by
multiplying the difference-in-difference estimated coefficients by the average national gold
ratio of 9.4 for the September 2023 period.

In conclusion, the analyses indicate that the rapid increase in global gold prices has played a role in the
increase in spending on durable and semi-durable consumption goods through the household balance
sheet channel. It is assessed that this effect from the wealth channel, where the valuation effect of gold has
become prominent in the recent period, may be among the factors that lead domestic demand and the
output gap to remain above forecasts.
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