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IN BRIEF

LONG-TERM OUTLOOK

• The long-term growth outlook will continue to be 
affected from supply side constraints, such as low 
domestic savings, rigidities in labour and product 
markets, as well as poor educational attainment.

• Merchandise export growth will be led by industrial  
and transport equipment, with the EU remaining the 
biggest trade partner over the forecast period.

• Exports of services will continue to be dominated by 
tourism and transport, with Europe remaining the key 
destination. Asia, however, will play an increasingly 
important role.

Turkey’s economy will grow at sub-par rates over the next few years, falling short of the historical 
average of around 5%, unable to reap the full benefits of a weaker lira as global trade growth, 
especially from emerging markets, is expected to remain sluggish in the next few years. Turkey’s 
main exports of industrial machinery and transport equipment are likely to rebound strongly as the 
global economy recovers, and will continue to drive overall export growth, especially to  
fast-growing emerging markets in Asia.

ECONOMIC OUTLOOK 
Household consumption will remain the key driver of 
growth in Turkey, with the political environment weighing on 
investment and export potential. As noted in HSBC’s recent 
Global Economic Quarterly (4Q2016), the economy continues 
to be affected from a number of supply-side constraints: 
low domestic savings, rigidities in labour and product 
markets, and poor quality of education. Given the geopolitical 
environment; the significant structure reforms in these areas 
are unlikely to be implemented in the near future. As a result, 
the government will struggle to achieve sustained 5% growth 
without further widening the imbalances in the economy. 
In the absence of meaningful policy adjustment, the private 
sector is likely to continue accumulating debt, leaving the 
economy vulnerable to further deterioration in the external 
funding environment. This was one of the factors for Turkey’s 
recent sovereign credit rating downgrade to sub-investment 
grade by Moody’s. 

Narrowing the current account deficit will continue to be a 
challenge, especially given Turkey’s reliance on imported fuel. 
Moreover, supply-side constraints and significant reliance on 
re-exports will make it difficult to increase export potential 
without simultaneously increasing imports. External demand 
is also unlikely to be a source of major upside risk. Although 
Turkey has been successful in diversifying exports towards 
MENA and Asian markets, Europe, with lower demand 
growth, still remains the core destination market. Meanwhile, 
the consumption-driven model, further fuelled by pro-cyclical 
easing, will mean that demand for imports remains high. 
These factors will continue to outweigh a small positive 
balance in trade in services, keeping Turkey’s current account 
deficit around 5% of GDP in the next few years. 
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EXPORT CORRIDORS TO WATCH - GOODS 
The bulk of Turkey’s exports will continue to consist of industrial 
machinery and transport equipment, whose contribution to 
growth is expected to rise to 33% in 2021-30 (up from 26% in 
2016-20), confirming that processing industries will continue to 
dominate the tradeable sector. Exports of textiles and wood, 
traditionally an important export sector for Turkey, are set to be 
displaced by an increase in mineral manufactures, which will 
become the fourth largest contributor to total export growth 
in the decade to 2030. This shift will take place in conjunction 
with increasing exports to large emerging markets, primarily in 
Asia, whose demand for Turkish exports tends to lean towards 
industrial and mineral goods. 

Given the proximity and strength of existing trade linkages, 
Europe will remain Turkey’s main export destination in the years 
to 2030, accounting for over half of export revenues. Germany 
and the UK will remain the top two export destinations 
throughout the forecast period. But in a noticeable shift of 
exports towards emerging markets, the UAE is set to displace 
the US as the third largest export destination by 2030 (reflecting 
the UAE’s role as a regional trading hub), with the US dropping 
to fourth and France in fifth. 

Moreover, the top ten fastest-growing export destinations 
consists predominantly of emerging markets in the 2021-30 
period (with only two advanced economies on the list). 
MENA will remain the second most important region for 
Turkish exports, accounting for about 20% of overall export 
revenues. But the fastest-growing region for Turkish exports 
by a wide margin will be Asia (ex. Japan), with exports 
growing by around 10% a year in 2015-30, and the share 
rising from 4.5% to 6.5% by 2030. 

Sector contribution to increase in goods exports*

Exports of goods by sector, 2016-30

Top 5 Hotlist Export Destinations

Note: Ranking among the 24 trade partners covered in the HSBC Trade Forecast.  
Fastest-growing trade routes are listed in the Annex.

Source: Oxford Economics

*Chart shows the contribution from each sector to the projected increase in total merchandise 
  exports over the relevant period.
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IMPORT CORRIDORS TO WATCH - GOODS
Imported goods will continue to be a crucial component 
supporting Turkey’s export base. Imports of industrial 
machinery and transport equipment will be the top two 
contributors to total import growth in 2021-30, reflecting their 
importance in the strength of exports in those same sectors. 

Similarly, Turkey’s attempt to gain a more solid grounding in 
global supply chains of higher value-added production will 
fuel growth of ICT imports, making them one of the fastest 
growing categories in the decade to 2030 and fourth largest 
import category overall by 2030. In addition, imports of 
scientific equipment will grow in importance over the forecast 
period as the government lifts spending and incentives for 
research and development in the technology sector. 

Turkey’s imports are also shifting eastward, as the country 
strengthens its role as an exporter of higher value added 
goods sourced from low-cost raw materials. In this regard, 
the fastest-growing imports will come from Asia, especially 
China, Vietnam, Bangladesh and India, all rising by around 
10% a year on average in 2021-30. India will become an 
increasingly important supplier of Turkey’s merchandise 
imports, displacing France to rise to fourth place by 2030. 
Middle East countries such as Egypt, Saudi Arabia and the 
UAE will remain important and stable sources of imports for 
Turkey. Germany and the US have dropped out of Turkey’s top 
ten fastest growing import origins, due to rising relative costs, 
but in terms of overall size they will still be the second and 
third largest import suppliers in 2030, with China overtaking 
them as the top import source. 

Sector contribution to increase in goods imports*

Imports of goods by sector, 2016-30

Top 5 Hotlist Import Origins

Note: Ranking among the 24 trade partners covered in the HSBC Trade Forecast.  
Fastest-growing trade routes are listed in the Annex.

Source: Oxford Economics

*Chart shows the contribution from each sector to the projected increase in total merchandise 
  exports over the relevant period.
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Services account for about 23% of Turkey’s total exports, 
broadly in line with other emerging markets in the region. 
Given its geographical location, the bulk of service export 
revenues come from tourism and transport. The latter is 
partially inter-related with tourism, but also reflects  
Turkey’s success in regional and global air passenger 
transport services. 

RECENT TRENDS IN SERVICES TRADE: 2000-15
In 2015, services accounted for some 23% of total exports, 
and their share is set to rise to 27% by 2030. As with 
merchandise trade, Europe is also the key partner in Turkey’s 
services trade, led by Germany, the UK and France, which 
together account for 25% of the total foreign services 
revenues. Their weight, however, has declined from 30% in 
2010. This diversification has been driven primarily by rising 
Asian markets, particularly China (whose share has more than 
doubled from 4% in 2010 to over 9% in 2015), but also India 
(up from about 1% in 2010 to 2.5% in 2015), Singapore and 
Korea. In services trade with China, the increase has come 
mainly from tourism, while in the case of India it has come 
from transport. 

Transport and tourism constitute the bulk of exported 
services, accounting for 88% of total services exports in 
2015, followed by other business services (B2B and other 
services at 7%), and financial services (4%). Other business 
services and transportation have been the fastest-growing 
export categories, rising on average by 14% and 9% a year 

respectively between 2010 and 2015. Transportation services 
mainly include air transport, reflecting Turkey’s growing role 
in passenger aviation (e.g. Turkish Airlines) and Istanbul’s role 
as a major transit hub. Tourism has grown at a below-average 
rate of just over 3% a year since 2010 (compared with 5% for 
overall services exports). Most of this expansion, however, 
came from China, as demand from its growing middle class 
resulted in rising numbers of Chinese tourists. As a result, the 
share of tourism exports to China surged from under 1% of 
total Turkish services exports in 2010 to almost 5% in 2015. 

Russian sanctions, imposed in response to the shooting down 
of a Russian airplane, followed by a failed coup attempt in 
July 2016, have taken a toll on Turkey’s tourism, pressuring 
economic growth. While the sanctions are now being 
reversed, the political environment will continue to weigh  
on investment and trade. 

While most emerging markets are plugging into the global 
trend of increased outsourcing of ICT services, Turkey appears 
to be missing out, as the value of ICT services exports fell 
by 56% between 2010 and 2015, bringing their share of the 
total down to less than 1%. As global investment demand has 
slowed down, Turkish exports of construction services have 
also declined by 7% a year since 2010, with their share of total 
exports falling to under 2%. Financial services, on the other 
hand, have grown at a robust pace of over 7% a year, lifting 
their share of total services exports to almost 4% in 2015 from 
just over 3% in 2010. 

SPECIAL FOCUS: TRADE IN SERVICES
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SPECIAL FOCUS
OUTLOOK FOR SERVICES TRADE: 2016-30
Going forward, Asia will continue to be the main driver 
behind the expansion of Turkey’s services exports, 
with India and China the two fastest-growing export 
destinations, both growing at over 10% a year. India and 
China, together with Indonesia, will see their share of 
total services exports rise from 12% in 2015 to 16% by 
2030. Europe, while remaining the key export partner, will 
play a somewhat smaller role, as the share of top three 
destinations (Germany, the UK and France) falls from 25% 
to 20% by 2030. 

Transport and tourism, both related to travel (transport 
services are mainly represented by air passenger 
transportation), will remain the main service export 
categories, benefiting particularly from stronger growth 
in Asia and its growing middle class. Transport services, 
which are more exposed to global demand and less to 
domestic risks, will do somewhat better than tourism, 
growing by around 8% a year between 2015 and 2030, 
compared with 7% for tourism. 

The political and policy environment and structural 
rigidities, including low labour participation and a relatively 
low quality of education, are key impediments to faster 
growth of trade in services. ICT services is a good example 
– one of the most dynamically growing services sectors 
globally, it has struggled to take off in Turkey and has 
actually declined sharply since 2010.

Sector shares in total services exports

Exports of services by sector, 2016-30

Top 5 Hotlist Services Export Destinations

Note: Ranking among the 23 trade partners covered in the HSBC Trade in Services Forecast. 
Fastest-growing trade routes are listed in the Annex.

B2B & other services ICT services

Construction Tourism & travel

Financial Transport & distribution

Source: Oxford Economics

2015 2030

10%

20%

30%

40%

50%

60%

70%

80%

90%

0%

100%

31

57

  
 
7

31

54

  
 
7

Construction

Source: Oxford Economics

Growth (% year)

0 2 41 3 5 7 116 9 108 12

ICT services

B2B & other services

Financial services

Total services

Tourism & travel

Transport & distribution

Rank 2015 2030

1 Germany Germany

2 China China

3 UK UK

4 USA India

5 France UAE

Source: Oxford Economics

Hogarth Worldwide

143389_1380359

12 DECEMBER

ben.miller@hogarthww.com

HSBC

Turkey

Hamilton Read

297.00 x 210.00 mm

-

303.00 x 216.00 mm

15/12/2016 16:14

Cyan
Magenta
Yellow
Black



ALTERNATIVE SCENARIO FOR TRADE
In light of the growing political risks to globalisation, HSBC and 
Oxford Economics have collaborated to model the impact on 
trade flows and economic activity of a potential ‘alternative 
scenario’ for world trade. This scenario is based on (1) the  
UK enduring a ‘hard’ exit from the EU involving loss of access  
to the common market, and (2) the new US President 
implementing a variety of protectionist policies that trigger 
retaliatory measures from emerging markets. A detailed 
description of the scenario assumptions and methodology  
are provided in the main Global Report.

The impact of our alternative scenario on Turkey’s merchandise 
trade is mixed. Turkey has enjoyed great success in recent 
years in tapping into consumer markets in Europe, and exports 
to the UK, Germany and France accounted for 20% of total 
Turkish merchandise shipments by value in 2015.  

This trade would clearly be impacted by a hard Brexit that 
undermined growth across Europe, and our model shows that 
exports to these three economies would be USD10bn lower  
in 2030 than in our baseline scenario.

Turkish exporters would also gain some competitive advantage 
versus China and others in the US market, and exports to  
a number of other economies would also rise very modestly,  
but in net terms Turkey’s merchandise exports are still around 
1% lower by 2030 than in the baseline. 

Turkey’s service sector is less impacted by the scenario. 
Service exports would be 0.5% lower than the baseline 
scenario by 2030 as the generalized impact on global  
demand impacts Turkey’s tourist sector. 
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ANNEX
TURKEY’S FASTEST GROWING TRADE ROUTES

Fastest growing goods exports (% year)

Fastest growing goods imports (% year)

Fastest growing services exports (% year)

Rank Destination 2016-20 Destination 2021-30

1 UAE 11 China 12

2 India 10 India 12

3 Malaysia 8 Malaysia 11

4 Canada 7 UAE 9

5 Ireland 7 Saudi Arabia 9

6 Poland 7 Egypt 9

7 Germany 6 Canada 9

8 France 6 Korea 8

9 Korea 6 Ireland 8

10 UK 5 Poland 8

Source: Oxford Economics

Rank Destination 2016-20 Destination 2021-30

1 India 10 India 12

2 Korea 10 Indonesia 11

3 Malaysia 9 China 11

4 UAE 9 Argentina 9

5 Poland 8 Mexico 9

6 Australia 8 Egypt 9

7 UK 7 Saudi Arabia 9

8 China 6 Malaysia 9

9 Vietnam 6 UAE 9

10 Singapore 6 Vietnam 8

Source: Oxford Economics

Rank Destination 2016-20 Destination 2021-30

1 Vietnam 13 Vietnam 12

2 India 11 China 12

3 Bangladesh 11 Bangladesh 12

4 Canada 9 India 12

5 Malaysia 8 Malaysia 10

6 Brazil 7 Canada 10

7 Indonesia 7 Indonesia 10

8 Poland 7 Poland 9

9 Japan 7 Brazil 8

10 Korea 6 Saudi Arabia 8

Source: Oxford Economics
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