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Recent Political Highlights 
• President Abdullah Gul is the current chief of state and Prime Minister Recep Tayyip Erdogan entered into office during 2003. The prime minister’s ruling Development and 

Justice Party (AKP) won in the local elections on March 30th. The presidential and legislative elections are due in August and June 2014 respectively. 
• A corruption case involving members of Prime Minister Tayyip Erdogan's inner circle was recently dismissed. The case dented Erdogan’s image and led to three members of 

his cabinet quitting. It involved the alleged award of illegal permits in building projects and was revealed when three minister’s sons and businessmen with a connection to 
the prime minister were detained in December last year. 

• One of the deadliest mining disasters occurred in the Soma mine in Turkey on the 14th of May. Protesters who were angered over the governments’ response to the disaster 
were attacked by police who used tear gas, plastic pellets and water canons. Officials have banned protests in Soma. The official death toll stood at 301. 

Recent Economic Highlights 
• Turkey has a population of 81,619,392 and a 94.1% literacy rate. The country is the 18th largest economy in the world. 
• At the beginning of the year Standard & Poor cut Turkey’s credit rating from stable to negative due to the possibility of a hard economic landing as reserves declined and 

policy makers argued over interest rates. The decision came after Turkey’s central bank reversed its policy decisions and increased interest rates to stop a currency slump. 
The prime minister has repeatedly called for lower interest rates but believes that an interest rate lobby is trying to hold back Turkey’s growth. S&P stated that Turkey’s 
policy environment was becoming less predicable, which could have an impact on economic resilience and Turkey’s long-term growth potential. The central bank 
subsequently cut interest rates in May for the first time in a year. The benchmark one-week repo rate dropped to 9.5% from 10%. 

• The International Monetary fund cut Turkey’s 2014 growth forecast from 3.5% to 2.3% as a result of a sharp slowdown in private consumption caused by tighter monetary 
policies, higher interest rates and Lira depreciation. The IMF forecasts that inflation will be 7.8% at the end of the year. The Organization for Economic Cooperation and 
Development (OECD) also followed suite and cut its 2014/2015 growth forecasts for Turkey citing higher interest rates caused by capital market tensions and decelerating 
credit and private demand. The OECD lowered growth forecasts from 3.8% to 2.8% for 2014 and to 4% from 4.1% for 2015. The OECD stated in its Economic Outlook report 
that "Political tensions have dented confidence, provoking capital outflows and forcing the central bank to raise interest rates sharply in early 2014. Growth is projected to 
remain subdued through mid-2015, while the current account deficit will remain very high.” Turkey’s large current account deficit, which stands at around 7% of output has 
long been an economic weakness. The country is also sensitive to global liquidity conditions because it relies on cheap foreign capital to finance the gap. The economy grew 
at 4.3% year-on-year in Q1’14 beating forecasts of 4.1%. In 2013 Turkey’s economic growth almost doubled to 4% annually on the back of strong domestic demand.   

• Risks to economic stability are as follows according to IHS Global Insight: “economically, the primary risk to market stability and capital inflows would be if the Central Bank 
of the Republic of Turkey (CBRT) bows to political pressure and relaxes monetary policy too aggressively. The government—in the midst of a crucial election cycle—has been 
calling for lower interest rates to mitigate the damage to domestic demand. Should the CBRT acquiesce to these demands, markets could punish Turkey severely, both 
because of lower yields, but also because of the additional evidence of the monetary authority’s lack of independence. “ 

• Ilker Ayci, head of the Ankara-based Investment Support & Promotion Agency of Turkey stated that foreign direct investment (FDI) is expected to at least reach last year’s 
level of approximately $13.7 billion. He stated that if political stability continues after the elections, Turkey will have strong FDI inflows in 2014. Industries that continue to 
attract FDI are finance, energy and manufacturing. Green investments made up an estimated $9.5 billion of the inflows in 2013. 

Latest Trade Developments  
• Major exports: apparel, foodstuffs, textiles, metal manufactures, transport equipment 
• Major imports: machinery, chemicals, semi-finished goods, fuels, transport equipment 
• Main trading partners: Germany, Russia, Iraq, China, Iran, US, UK, Italy 
• SA exports to Turkey totalled R4bn in 2011, R5.3bn in 2012, R6.1bn in 2013 and R1.8bn in Jan-Apr 2014.  
• SA imports from Turkey totalled R4.1bn in 2011, R4.1bn in 2012, R6.3bn in 2013 and R2.7bn in Jan-Apr 2014.   

 


