
TÜRKIYE
Table 1 2022
Population, million 85.0

GDP, current US$ billion 906.0

GDP per capita, current US$ 10661.2

Upper middle-income poverty rate ($6.85)a 12.6

Gini indexa 41.9

School enrollment, primary (% gross)b 96.5

Life expectancy at birth, yearsb 75.8

Total GHG emissions (mtCO2e) 467.7

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2019), 2017 PPPs.
b/ Most recent WDI value (2020).

Türkiye’s economy grew by 5.6 percent in

2022 but has been losing momentum

amidst a deteriorating external environ-

ment and heterodox monetary policies.

Two devastating earthquakes struck on

February 6, 2023, with enormous loss of

life and physical damage. Pre-election

spending and reconstruction efforts are

expected to support growth, forecast at

3.2 percent in 2023 and 4.3 percent in

2024. Türkiye’s progress in poverty re-

duction through the pandemic is at risk of

being eroded by high inflation and the

earthquakes’ impact.

Key conditions and
challenges

Two devastating earthquakes struck
Türkiye and Syria on February 6, 2023,
killing over 57,000 people. Beyond the hu-
man tragedy, the earthquakes caused sig-
nificant physical damage to buildings and
infrastructure in 11 provinces accounting
for 16.4 percent of Türkiye’s population and
9.4 percent of its economy. Direct losses are
estimated at US$34.2 billion, but the recon-
struction needs could be double.
The earthquakes added pressures to an in-
creasingly fragile macro-financial situation
amidst a deteriorating external environ-
ment and particular domestic policy mix.
Russia’s invasion of Ukraine slowed
Türkiye’s exports to the EU and raised ener-
gy import prices. However, exports to Rus-
sia jumped, and Türkiye benefited from in-
creased financial inflows from unknown
origins. Meanwhile, despite rapidly rising
inflation, the Central Bank of Türkiye
(CBRT) continued tocut interest ratesby550
bps from August 2022 to March 2023, while
relying on an increasingly complex mix of
heterodox macro-prudential regulatory
measures to support the TRY, reduce infla-
tion,andcontrolanddirectcreditgrowth.

Recent developments

Türkiye’s economy expanded by 5.6 per-
cent in 2022, though growth decelerated

to 4.0 percent (yoy) in Q3 and 3.5 percent
(yoy) in Q4, as exports, investment, and
manufacturing activity lost momentum;
investment growth fell from 4.9 percent
(yoy) in H1 to 0.9 percent (yoy) in H2, and
exports from 15.4 percent (yoy) in H1 to 4.0
percent (yoy) in H2 despite exports to Rus-
sia rising 177 percent in TRY in 2022. Pri-
vate consumption however remained ro-
bust, expanding 19.6 percent in 2022. Val-
ue-added growth was led by the services
sector (up 9.7 percent) and industry (up
3.3 percent) despite manufacturing growth
falling from 9.0 percent (yoy) in H1 to 0.1
percent (yoy) in H2. In 2022, the labor mar-
ket, supported by strong economic
growth, rebounded fully from the pan-
demic. TURKSTAT’s Economic Confidence
Index remained broadly stable in 2022 but
below the 100 thresholds reflecting a pes-
simistic outlook for consumers and con-
structors. Similarly, the manufacturing
PMI averaged 48.2 points in 2022.
High aggregate demand growth and en-
ergy prices drove a nearly 7-fold rise
in the current account deficit to US$48.7
billion in 2022, mainly financed through
US$27.4 billion of capital inflows with un-
known origin recorded as net errors and
omissions. The TRY lost 30 percent of its
value in 2022 despite some analysts’ es-
timates of US$108 billion in indirect FX
interventions by the CBRT. Despite these
interventions, CBRT’s gross internation-
al reserves improved to US$121 billion
by end-February 2023 but remain deeply
negative after accounting for banks’ FX
reserve requirements held at the CBRT
and swaps with commercial banks and
other central banks.

FIGURE 1 Türkiye / Real GDP growth and contributions to
real GDP growth
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FIGURE 2 Türkiye / Actual and projected poverty rate and
real GDP per capita
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Macro-financial conditions have become
increasingly challenging amidst a prolif-
eration of heterodox macro-prudential
policy measures. CPI inflation reached a
24-year high of 85.5 percent in October
before easing to 55.2 percent in February
largely due to base effects. The heterodox
regulatory policy restraints have started
to slow credit growth and align lending
rates with the reductions in the policy
rate. Banking sector profitability in-
creased with the average return on assets
at 4.5 percent (yoy) in Q3 2022. The bank-
ing sector continues to have adequate FX
liquidity buffers to cover short-term lia-
bilities, with the net FX position in sur-
plus at 2.4 percent in December 2022.
However, there are concerns about the
accessibility of those buffers in times of
stress as at least 70 percent of FX liquidity
on the balance sheet of Turkish banks
is at the CBRT in the form of currency
swaps, required reserves, and free de-
posits. Rising exposure of banks through
incentivized holdings of government
bonds also increases contagion risks.
Strong revenue collections (up 77.1 percent
in nominal terms and above average 2022
CPI inflation of 72.3 percent) despite tax
breaks, helped keep the primary fiscal
deficit at 0.6 percent of GDP, offsetting a
substantial increase in spending (up 81
percent). Fiscal support includes increas-
ing civil servants’ salaries and pensions;

energy subsidies; personal income tax al-
lowances; eliminating a retirement age re-
quirement; and financing support for
businesses. Rapid growth helped reduce
debt-to-GDP levels, yet the Government’s
cost of borrowing remains high despite
declining domestic bond yields, due to
risk premia on government securities; Jan-
uary 2023’s Eurobond issuance was at 9.8
percent interest rate with 10-year maturity.

Outlook

Assuming a normalization in macroeco-
nomic policies, economic growth is pro-
jected at 3.2 percent in 2023 and 4.3 percent
in 2024. Despite a drag on growth in 2023
due to earthquake-related production, ex-
port, and consumption disruptions, eco-
nomic activity is expected to remain solid
in H1 2023, supported by a 55 percent net
minimum wage increase in January 2023
and expansionary fiscal policies ahead of
the 2023 elections set for May 14, which
will counteract weakening global demand.
Massive reconstruction efforts in the earth-
quake zone – with large multiplier effects –
will boost growth in late-2023 and beyond.
Pre-election spending and earthquake re-
covery will weaken fiscal balances.
Türkiye’s progress in poverty reduction
through the COVID-19 pandemic risks

being eroded by high inflation and the
earthquakes’ impact. The 8 most-affected
provinces contained 30 percent of
Türkiye’s poor in 2020 with poverty rates
much higher than the national average,
which could exacerbate inequality. Initial
forecasts indicate a worsening of con-
sumption-based poverty rate in 2023 by
0.4 percentage points to 11 percent
through 2025.
The outlook faces considerable uncer-
tainty and risk under the current macro-
economic policy mix. Post-election eco-
nomic performance will depend on pol-
icy decisions to gradually phase out
the heterodox regulatory web that dis-
torts financial markets, and the adoption
of macroeconomic policies to rebuild
buffers and support investor confidence.
Inflationary pressures could arise from
fiscal expansion and earthquake-induced
agricultural and logistics disruptions. Ex-
ternal risks remain elevated given the
high current account deficit and low
net FX reserves; high external share of
public debt (reaching 46 percent by Q3
2022); slower than expected recovery in
the EU; and tightening global liquidity.
There is also a risk that investor confi-
dence will falter, intensifying pressure on
the TRY, external balances, and corporate
and bank balance sheets with the possi-
bility that policy responses cause a real
sector contraction.

TABLE 2 Türkiye / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices 1.9 11.4 5.6 3.2 4.3 4.1

Private Consumption 3.3 15.3 19.6 2.2 3.7 4.0
Government Consumption 2.5 2.6 5.2 8.9 -0.7 1.9
Gross Fixed Capital Investment 7.4 7.4 2.8 7.9 9.3 3.1
Exports, Goods and Services -14.4 24.9 9.1 2.1 4.5 5.0
Imports, Goods and Services 6.7 2.4 7.9 9.2 7.7 4.5

Real GDP growth, at constant factor prices 1.2 11.9 6.5 3.2 4.3 4.1
Agriculture 5.7 -2.9 0.6 -1.0 1.0 1.0
Industry 1.1 13.0 0.9 7.6 6.8 3.6
Services 0.8 13.1 9.7 1.8 3.5 4.5

Inflation (Consumer Price Index) 12.3 19.6 72.3 41.0 20.0 15.0

Current Account Balance (% of GDP) -4.4 -0.9 -5.4 -6.0 -5.0 -4.9
Net Foreign Direct Investment Inflow (% of GDP) 0.6 0.8 0.9 1.1 1.2 1.2

Fiscal Balance (% of GDP) -3.9 -2.6 -2.9 -5.9 -5.2 -3.3
Revenues (% of GDP) 32.4 30.9 26.4 27.4 28.1 29.9
Debt (% of GDP) 39.7 41.8 31.2 34.2 35.1 35.4
Primary Balance (% of GDP) -1.1 0.0 -0.6 -3.0 -0.9 1.1

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 12.9 11.3 10.6 11.0 11.0 11.0

GHG emissions growth (mtCO2e) 10.1 0.1 0.1 2.9 3.7 3.2
Energy related GHG emissions (% of total) 76.9 76.6 76.5 76.0 75.4 74.9

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on ECAPOV harmonization, using 2011-HICES and 2019-HICES. Actual data: 2019. Nowcast: 2020-2022. Forecasts are from 2023 to 2025.
b/ Projection using inequality adjusted methodology based on Lakner, Mahler, Negre, & Espen (2020).
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