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Turkey's Make or Break Elections

Turkish Elections 2023

The economic risks around the race for the presidency and its aftermath

Here's all our key analysis about 2023's make-or-break elections and their macro and market consequences.

Turkey election analysis
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A sense that President Erdogan might shift towards orthodox policymaking seems to be soothing Turkey’s financial markets, but we doubt this
optimism will last long. And we think the Turkish lira will...
30th May 2023 - 6 mins read
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The re-election of President Erdogan has raised concerns about a possible sovereign default. We think this risk looks low for now, but it would become
a bigger threat in the coming years if the...
1st June 2023 - 3 mins read
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Turkey’s U-turn: action will speak louder than words

Optimism about a shift towards more orthodox economic policymaking in Turkey has taken hold following the appointment of Mehmet Simsek to the
cabinet this weekend. Recent developments look encouraging...
5th June 2023 - 4 mins read

Emerging Europe Rapid Response

Turkey Presidential Election Second Round (May)

29th May 2023 - 3 mins read
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Global Markets Update

Crisis risks loom for Turkey’s financial markets

President Erdogan looks set to secure victory in the second round of Turkey’s presidential election on 28th May. This Update sets out how we think this
would play out in Turkey’s financial markets...

25th May 2023 - 4 mins read
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Election offers no respite for the Turkish lira

President Erdogan’s unexpectedly strong showing in Turkey’s presidential election on Sunday means that a return to orthodox policymaking looks as
far away as ever. As a consequence, the Turkish lira...
15th May 2023 - 6 mins read
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Turkey’s presidential election on Sunday was close, but Erdogan performed better than recent polls had suggested and he now has the edge ahead of a
second round run-off on 28th May. Hopes of an...
15th May 2023 - 4 mins read
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DROP-IN
Watch: Turkey’s make or break election

Watch our 20-minute client briefing all about the risks around the election, including the policy challenges that would face a Kilicdaroglu
administration and the implications of another Erdogan term.
10th May 2023
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Emerging Europe Economics Update

Turkey’s election: Q&A on an oppeosition victory

MV Were this to happen,_it would set the...
10th May 2023 - 7 mins read



https://www.capitaleconomics.com/events/em-drop-turkeys-make-or-break-election
https://www.capitaleconomics.com/events/em-drop-turkeys-make-or-break-election
https://www.capitaleconomics.com/events/em-drop-turkeys-make-or-break-election
https://www.capitaleconomics.com/events/em-drop-turkeys-make-or-break-election
https://www.capitaleconomics.com/events/em-drop-turkeys-make-or-break-election
https://www.capitaleconomics.com/events/em-drop-turkeys-make-or-break-election
https://www.capitaleconomics.com/events/em-drop-turkeys-make-or-break-election
https://www.capitaleconomics.com/events/em-drop-turkeys-make-or-break-election
https://www.capitaleconomics.com/events/em-drop-turkeys-make-or-break-election
https://www.capitaleconomics.com/events/em-drop-turkeys-make-or-break-election
https://www.capitaleconomics.com/events/em-drop-turkeys-make-or-break-election
https://www.capitaleconomics.com/events/em-drop-turkeys-make-or-break-election
https://www.capitaleconomics.com/events/em-drop-turkeys-make-or-break-election
https://www.capitaleconomics.com/events/em-drop-turkeys-make-or-break-election
https://www.capitaleconomics.com/events/em-drop-turkeys-make-or-break-election
file:///app/web/publications/emerging-europe-economics-update/turkeys-election-qa-opposition-victory
file:///app/web/publications/emerging-europe-economics-update/turkeys-election-qa-opposition-victory
file:///app/web/publications/emerging-europe-economics-update/turkeys-election-qa-opposition-victory
file:///app/web/publications/emerging-europe-economics-update/turkeys-election-qa-opposition-victory
file:///app/web/publications/emerging-europe-economics-update/turkeys-election-qa-opposition-victory
file:///app/web/publications/emerging-europe-economics-update/turkeys-election-qa-opposition-victory
file:///app/web/publications/emerging-europe-economics-update/turkeys-election-qa-opposition-victory
file:///app/web/publications/emerging-europe-economics-update/turkeys-election-qa-opposition-victory
file:///app/web/publications/emerging-europe-economics-update/turkeys-election-qa-opposition-victory
file:///app/web/publications/emerging-europe-economics-update/turkeys-election-qa-opposition-victory
file:///app/web/publications/emerging-europe-economics-update/turkeys-election-qa-opposition-victory
file:///app/web/publications/emerging-europe-economics-update/turkeys-election-qa-opposition-victory
file:///app/web/publications/emerging-europe-economics-update/turkeys-election-qa-opposition-victory
file:///app/web/publications/emerging-europe-economics-update/turkeys-election-qa-opposition-victory
file:///app/web/publications/emerging-europe-economics-update/turkeys-election-qa-opposition-victory
file:///app/web/publications/emerging-europe-economics-update/turkeys-election-qa-opposition-victory
file:///app/web/publications/emerging-europe-economics-update/turkeys-election-qa-opposition-victory

&

PODCAST

Listen: Liam Peach on economic risks around the election

Liam Peach, who heads our Turkey coverage, spoke to Chief EM Economist William Jackson about the election and what's at stake for the Turkish

economy.
5th May 2023
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Emerging Europe Economics Update

Turkey election preview: the current state of play

Parliamentary and presidential elections on 14th May will make or break macroeconomic stability in Turkey. As things stand it looks more likely that
opposition candidate Kilicdaroglu will become the...

3rd May 2023 - 6 mins read
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Emerging Europe Economics Focus

Turkey’s election: a fork in the road for the economy

Voters in Turkey head to the polls in 2023 and if the ruling People’s Alliance and President Erdogan cling on to power, the authorities are likely to
double down on their “new economic model”, raising...

21st November 2022 - 40 mins read

|+ Turkish election

Read our featured report

Turkey election preview: What's at stake

Your guide to the macro and market implications of this crucial vote and what it means for investors

Access the report

Key analysis about Turkey's economy and markets
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FX Markets Update
The Turkish lira can’t defy gravity forever

Although the Turkish lira is at its weakest ever level against the US dollar, it would have fallen far further by now were it not for intervention by

policymakers. We anticipate that the currency will...
13th April 2023 - 5 mins read
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“Lira-isation” policies are no cure for Turkey’s problems

Policymakers in Turkey have doubled down on their new economic model of “lira-isation” by pursuing more extreme de-dollarisation policies in recent
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The recent falls in the Turkish lira have led to increased speculation that, with the CBRT showing no sign of willingness to raise interest rates,
policymakers will be forced to turn to capital...
16th June 2022 - 6 mins read
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Turkey: how will officials respond to falls in the lira?

The Turkish lira has come under renewed pressure in recent weeks but interest rate hikes to shore up the currency are off the cards. Instead, further
sharp and disorderly falls would most likely be...
19th May 2022 - 3 mins read
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Emerging Europe Economics Focus

Turkey’s “new economic model” to amplify old problems

The “new economic model” adopted by Turkey’s government is likely to mean low real interest rates and a persistently weak lira, but it will come
alongside a shift towards capital controls, ever higher...
18th January 2022 - 16 mins read
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the risk of a currency crisis like that seen in... o
11th May 2020 - 18 mins read

Emerging Europe Economics Update

Will Turkey turn to the IMF?

The damage to Turkey’s economy from the coronavirus outbreak has led to suggestions that the government may turn to the IMF for a financing

15th April 2020 - 4 mins read
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What's the election process and who are the main contenders?

Turkey’s population votes on 14t May in both parliamentary and presidential elections. There are four main candidates running for the
presidency, with opposition leader Kilicdaroglu and incumbent Erdogan at the head of the race. Parliamentary seats are allocated in proportion to
the vote shares of the parties that cross a threshold (7%). Changes that came into effect after the 2017 constitutional referendum mean that
smaller parties that are part of an alliance can secure seats in parliament even if they fail to surpass this threshold. There are two main alliances in
the election race: the National Alliance, headed by Kilicdaroglu’s CHP party and five other parties and the People’s Alliance, which includes
Erdogan’s dominant AKP as well as the HMP.

What do the polls show?

The Turkish election race is tight. Opposition leader Kilicdaroglu has a narrow lead over Erdogan for the presidency (48% vs 44%). A second

round run-off on 28™ May looks likely and polls suggest that Kilicdaroglu would win that vote. The opposition also have an edge in the
parliamentary race according to the latest polls. The National Alliance are polling at 55% while the People’s Alliance are sitting at around 42%.

What's the most likely Turkish election outcome?

Our baseline assumption is that opposition candidate Kilicdaroglu will become the next president of Turkey and that his party will have a
majority in parliament. But there are still many factors that could swing the vote, including the extent of support for the opposition-aligned pro-



Kurdish HDP (People’s Democratic Party) and support for Erdogan as the immediate impact of the February earthquakes has passed. There’s
also a risk that Erdogan contests the election result if there is a narrow victory for the opposition. A smooth transfer of power looks unlikely and
a period of political uncertainty may last for weeks or months after the result.

What are the main economic issues around the election?

We think the election result is make or break for macroeconomic stability in Turkey. An opposition victory would offer the potential for a
complete reset of economic policymaking and a return to orthodoxy. This would include an improvement in central bank independence, higher
interest rates and a return to greater exchange rate flexibility. Such a bold and comprehensive reform package will present near-term economic
costs and it is not clear whether there is appetite for this, but it will help to tackle Turkey’s inflation problem and lay the foundations for
sustainable long-term growth.

Under Erdogan, it looks highly likely that there will be a continuation of very low interest rates, restrictive foreign currency and banking
regulations, and high inflation. The current policy framework is unsustainable as balance of payments strains are large, Turkey is struggling to

attract private capital inflows and the lira is looking increasingly overvalued. We think something will need to give after the election. With
interest rate hikes off the table, another severe currency crisis would become a bigger risk.

Details

Emerging Europe Economics | 21st November 2022

‘ CAPITAL ECONOMICS

Emerging Europe Economics



