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Turkey 
 

 

Since Mr. Simsek’s appointment as Finance Minister in June 2023, Turkey has returned to 
orthodoxy policy, initiating a rebalancing of its economy. The sentiment towards the country has 
significantly improved. Fitch has upgraded Turkey’s rating by a notch to “B+” with a positive outlook. 
The upcoming municipal elections on March 31 will be decisive for Erdogan’s political future and 
for Turkey’s economic prospects. 
 
 

The emerging market Strategy view 
 

 
 

Zouhoure BOUSBIH 

Emerging Markets Economist 

 
 
 
Crucial elections for Turkey’s economic 
prospects  
  
Since the appointment of Mehmet Simsek as 
Minister of Finance, the new economic team 
has been working to rebalance the country’s 
economy on the brink of the balance of 
payments crisis. Since June, the Central 
Bank of the Republic of Turkey (CBRT) had 
raised its key rate by 36.5% to stabilize the 
lira.  
 
However, the trend abruptly reversed at the 
beginning of the year. Despite the strong 
monetary tightening, activity remains robust, 
supported by negative real rates as well as 
non-restrictive budgetary and wage policies 
fueling the rebound in inflation (55.7%). The 
decline in foreign exchange reserves also 
contributed to the slide of the lira, with the 
exchange rate against dollar reaching a 
historical high at 32. Last week CBRT spent 
$20 billion to stabilize its currency!   
 
Faced with rumors of a rate hike after the 
elections on March 31, the CBRT unexpec-
tedly raised its main interest rate by 500 bps 
to 50%. The decision strengthens CBRT’s 
credibility, dispelling fears of political interfer-
ence in its monetary policy decisions. The 
graph below shows the real interest rates at 

12 months, assuming the inflation forecasts, 
and market expectations materialize.  
 

 
 
Turkey thus recorded the highest real interest 
rate among the countries represented in the 
graph. Sovereign bond in local currency have 
recorded the worst performance since the 
beginning of the year at -10% (GBI-EM in 
USD). This should also reassure foreign inv-
estors who have a strong interest in the 
Turkish financial markets. 
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The Portfolio Manager view 
 

 

Sébastien THENARD 

Emerging Debt and FX Senior Portfolio Manager 

 

 
 
A very fine line 
 
The come back after last year presidential 
elections to a monetary policy more in line 
with best practices was welcomed by the 
markets: its debt risk premiums quickly 
converged to levels close to their long-term 
history. Given a very high short term debt 
burden, this pragmatism was all the more 
necessary and timely. 
 

 
 
 
Thus, the question for investors today is 
primarily about the persistence and sustain-
ability of these more orthodox policies, and 
therefore about assessing the political risk. 
 
The country is indeed facing significant 
challenges: these improvements have not yet 
changed its debt profile; it requires much 
more time. However, this recent economic sit-
uation and renewed confidence have allowed 
the country to borrow again in international 
markets, which is very good news. 

But Turkey is still walking a very fine line: 
deviating from the current trajectory would 
mean new substantial financial tensions.  
 
However, continuing this path resembles a 
virtuous circle and could allow the country to 
change its economic trajectory in a sustain-
able way: by extending the duration of its debt 
and with lower risk premiums.  
 
But above all, to borrow more in its own 
currency. This is what is currently anticipated 
and makes international debt still attractive. 
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Additional notes 
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None of the information contained in this document should be interpreted as having any contractual value. This document is 
produced purely for the purposes of providing indicative information. This document consists of a presentation created and 
prepared by Ostrum Asset Management based on sources it considers to be reliable.  
Ostrum Asset Management reserves the right to modify the information presented in this document at any time without notice, 
which under no circumstances constitutes a commitment from Ostrum Asset Management. 
The analyses and opinions referenced herein represent the subjective views of the author(s) as referenced, are as of the date 
shown and are subject to change without prior notice. There can be no assurance that developments will transpire as may be 
forecasted in this material. This simulation was carried out for indicative purposes, on the basis of hypothetical investments, and 
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Qualified or Institutional Investors and, when required by local regulation, only at their written request.  This material must not 
be used with Retail Investors.  
To obtain a summary of investor rights in the official language of your jurisdiction, please consult the legal documentation section 
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Frankfurt am Main. Belgium: Natixis Investment Managers S.A., Belgian Branch, Gare Maritime, Rue Picard 7, Bte 100, 1000 
Bruxelles, Belgium.  
In Switzerland: Provided for information purposes only by Natixis Investment Managers, Switzerland Sàrl, Rue du Vieux 
Collège 10, 1204 Geneva, Switzerland or its representative office in Zurich, Schweizergasse 6, 8001 Zürich.  
In the British Isles: Provided by Natixis Investment Managers UK Limited which is authorised and regulated by the UK Financial 
Conduct Authority (register no. 190258) - registered office: Natixis Investment Managers UK Limited, One Carter Lane, London, 
EC4V 5ER. When permitted, the distribution of this material is intended to be made to persons as described as follows: in the 
United Kingdom: this material is intended to be communicated to and/or directed at investment professionals and professional 
investors only; in Ireland: this material is intended to be communicated to and/or directed at professional investors only; in 
Guernsey: this material is intended to be communicated to and/or directed at only financial services providers which hold a 
license from the Guernsey Financial Services Commission; in Jersey: this material is intended to be communicated to and/or 
directed at professional investors only; in the Isle of Man: this material is intended to be communicated to and/or directed at 
only financial services providers which hold a license from the Isle of Man Financial Services Authority or insurers authorised 
under section 8 of the Insurance Act 2008.  
In the DIFC: Provided in and from the DIFC financial district by Natixis Investment Managers Middle East (DIFC Branch) which 
is regulated by the DFSA. Related financial products or services are only available to persons who have sufficient financial 
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In Taiwan: Provided by Natixis Investment Managers Securities Investment Consulting (Taipei) Co., Ltd., a Securities 
Investment  
Consulting Enterprise regulated by the Financial Supervisory Commission of the R.O.C. Registered address: 34F., No. 68, Sec. 
5, Zhongxiao East Road, Xinyi Dist., Taipei City 11065, Taiwan (R.O.C.), license number 2020 FSC SICE No. 025, Tel. +886 2 
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and is not a separate legal entity. Business Name Registration No. of Mirova: 53431077W.This advertisement or publicat ion 
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In Hong Kong: Provided by Natixis Investment Managers Hong Kong Limited to professional investors for information purpose 
only.  
In Australia: Provided by Natixis Investment Managers Australia Pty Limited (ABN 60 088 786 289) (AFSL No. 246830) and is 
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clients for informational purposes only as permitted under Decree 2555 of 2010. Any products, services or investments referred 
to herein are rendered exclusively outside of Colombia. This material does not constitute a public offering in Colombia and  is 
addressed to less than 100 specifically identified investors.  
In Latin America: Provided by Natixis Investment Managers International.  
In Uruguay: Provided by Natixis Investment Managers Uruguay S.A., a duly registered investment advisor, authorised and 
supervised by the Central Bank of Uruguay. Office: San Lucar 1491, Montevideo, Uruguay, CP 11500. The sale or offer of any 
units of a fund qualifies as a private placement pursuant to section 2 of Uruguayan law 18,627.  
In Mexico: Provided by Natixis IM Mexico, S. de R.L. de C.V., which is not a regulated financial entity, securities intermediary, 
or an investment manager in terms of the Mexican Securities Market Law (Ley del Mercado de Valores) and is not registered 
with the Comisión Nacional Bancaria y de Valores (CNBV) or any other Mexican authority. Any products, services or investments 
referred to herein that require authorization or license are rendered exclusively outside of Mexico. While shares of certain ETFs 
may be listed in the Sistema Internacional de Cotizaciones (SIC), such listing does not represent a public offering of securi ties 
in Mexico, and therefore the accuracy of this information has not been confirmed by the CNBV. Natixis Investment Managers is 
an entity organized under the laws of France and is not authorized by or registered with the CNBV or any other Mexican 
authority. Any reference contained herein to “Investment Managers” is made to Natixis Investment Managers and/or any of its 
investment management subsidiaries, which are also not authorized by or registered with the CNBV or any other Mexican 
authority. 
In Brazil: Provided to a specific identified investment professional for information purposes only by Natixis Investment Managers 
International. This communication cannot be distributed other than to the identified addressee. Further, this communication 
should not be construed as a public offer of any securities or any related financial instruments. Natixis Investment Managers 
International is a portfolio management company authorized by the Autorité des Marchés Financiers (French Financial Markets 
Authority - AMF) under no. GP 90-009, and a public limited company (société anonyme) registered in the Paris Trade and 
Companies Register under no. 329 450 738. Registered office: 43 avenue Pierre Mendès France, 75013 Paris. 
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licensed or authorized. Their services and the products they manage are not available to all investors in all jurisdictions. It is the 
responsibility of each investment service provider to ensure that the offering or sale of fund shares or third-party investment 
services to its clients complies with the relevant national law. 
The provision of this material and/or reference to specific securities, sectors, or markets within this material does not constitute 
investment advice, or a recommendation or an offer to buy or to sell any security, or an offer of any regulated financial activity. 
Investors should consider the investment objectives, risks and expenses of any investment carefully before investing. The 
analyses, opinions, and certain of the investment themes and processes referenced herein represent the views of the portfolio 
manager(s) as of the date indicated. These, as well as the portfolio holdings and characteristics shown, are subject to change. 
There can be no assurance that developments will transpire as may be forecasted in this material. The analyses and opinions 
expressed by external third parties are independent and does not necessarily reflect those of Natixis Investment Managers. 
Past performance information presented is not indicative of future performance.  
Although Natixis Investment Managers believes the information provided in this material to be reliable, including that from third 
party sources, it does not guarantee the accuracy, adequacy, or completeness of such information. This material may not be 
distributed, published, or reproduced, in whole or in part. 
All amounts shown are expressed in USD unless otherwise indicated. Natixis Investment Managers may decide to terminate 
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