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Box 2.4

Survey-Based Economic Uncertainty Indicator

Uncertainty is a crucial tool in understanding the decision-making processes of economic agents. Key
indicators such as investment, consumption and employment are directly influenced by the level of
uncertainty. During periods of increased uncertainty, businesses delay investment, individuals reassess
their consumption and direct their savings to risk-free assets. Following the global financial crisis and
the COVID-19 pandemic, economic uncertainty has become a fundamental variable in generating
future projections. In this context, the European Commission, since 2021, has developed a new
indicator that directly measures economic predictability and allows for cross-sectoral comparison
through the question on "the difficulty of forecasting the future"', which was added to the Joint
Harmonised European Union Business and Consumer Surveys.? This box examines sectoral and overall
economic uncertainty indicators for Turkiye, using these indicators, and compares them with EU
countries.

The uncertainty indicator is calculated based on the following formula, which has also been adopted by
the EU. It involves weighting the responses to the uncertainty question. Sectoral uncertainty indicators
for manufacturing, services, retail trade, construction and households are calculated separately. These
indicators are then weighted? according to the economic size of the respective sectors, resulting in an
overall "Economic Uncertainty Indicator (EUI)" that reflects the whole country. The index value being
below 100 indicates that the majority of participants believe economic actors do not have difficulty
predicting their business or financial situation in the upcoming period, while a value above 100
indicates that the majority of participants believe it has become more difficult to make predictions.

EUI = (Dif ficult + 0,5 x Moderately Dif ficult) — (Easy + 0,5 x Moderately Easy) + 100
Chart 1 illustrates the trend of overall and sectoral EUls in Turkiye over time. It shows that Turkiye's EUI
reached its highest level of 124.2 at the end of 2021, as a result of depreciation in the exchange rate. By
March 2025, it had decreased to its lowest level of 112.0. As of July 2025, it stands at 114.9, which is
below its historical average of 117.8. In terms of sectors, the highest level of uncertainty is observed in
retail trade, while the lowest level is observed in industry.

Chart 1: EUl and Sectoral Breakdown
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Source: CBRT, EU.

" The question "The future development of your business situation is currently: (easy/moderately easy/moderately
difficult/difficult)" has been added for businesses, and for households, the question "The future financial
position/situation of your household is currently (easy/moderately easy/moderately difficult/difficult)" has been included.
2 See European Commission (2021).

3 Economic Uncertainty Indicator = Industry*0.40 + Services*0.30 + Consumer*0.20 + Construction*0.05 + Retail
Trade*0.05. These are the weights used in the EU calculation.
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To analyze the impact of the monetary policy tightening implemented after 2023 on economic
uncertainty, Chart 2 presents a comparative overview of the levels of overall and sectoral uncertainty
indicators for the period from 2022 to 2025, as of July. During this period, the overall economic
uncertainty indicator experienced a total decrease of 6.3 points. The most significant contributions to
this decline stemmed from the services sector, which holds a 30% weight and recorded a 7.6-point
decrease, and the consumer sector, with an 11.2-point decrease, holding a 20% weight. Additionally,
the industry sector fell by 2.0 points, the construction sector by 10.5 points, and the retail trade sector
by 8.2 points. These results demonstrate that the tight monetary policy has been effective in reducing
the perception of uncertainty across sectors.

Chart 2: EUI and Sectoral Breakdown
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Chart 3 compares the time series of economic uncertainty indicators for Turkiye and the European
Union. While similar overall trends are observed in both series, notable divergences occurred during
specific periods. In December 2021, a depreciation of the Turkish lira led to a sharp increase in the
uncertainty indicator, causing Turkiye's indicator to rise significantly above the European Union
average. The economic impacts of the Russia-Ukraine War, which began spreading in February 2022,
led to a rapid increase in uncertainty within the EU. Despite the observed rise in the EU uncertainty
index during this period, Turkiye's index remained relatively stable, creating a divergence in favor of
Turkiye between the two series. By the end of 2023, with the war's effects weakening and the
economic recovery in Europe, both series had balanced out at similar levels. At the end of 2024, as the
effectiveness of the tight monetary policy implemented in Turkiye increased, the Turkiye's uncertainty
indicator dropped significantly below the EU average and has maintained this relatively low level
through July 2025. This indicates that economic predictability in Turkiye has relatively increased in
recent periods, with a consistent improvement in the perception of uncertainty.
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Chart 3: Comparison of EUIs: Tuirkiye vs. EU
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Source: CBRT, EU.

The findings suggest that the levels of economic uncertainty are not limited to domestic
macroeconomic conditions alone; global developments, monetary policy implementations and
geopolitical risks also directly influence this process. The depreciation of the Turkish lira at the end of
2021 led to a sharp increase in the uncertainty indicator, while the Russia-Ukraine War, which erupted
in 2022 and progressively deepened, raised the perception of uncertainty within the EU. However, in
the post-2023 period, the tight monetary policy implemented in Turkiye led to a significant reduction in
uncertainty perception both overall and across different sectors. Indeed, as of July 2025, Turkiye's
uncertainty indicator continues to remain below the EU average, indicating a relative increase in
economic predictability and a steady improvement in the perception of uncertainty. This trend
contributes to more rational shaping of domestic demand and investment decisions, while also
enhancing the effectiveness of monetary policy and fostering macroeconomic stability.
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