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Russia accounts for a minor share of total Turkish exports. Russia’s share of total 
Turkish exports in 2014 was 3.8% (US$ 5.9bn out of a total of US$ 157.6bn), which fell 
further to 2.5% in 10M15, as the economic contraction in Russia depressed demand 
for foreign goods. Turkish exports to Russia are dominated by textiles and clothing 
(19.1% of total exports in 2014), fruits and vegetables (17.9%), machinery and 
electronics (15.3%), and transport (10.9%). While the overall dependence is limited, 
the Turkish agricultural sector exhibits high vulnerability, with Russia accounting for 
12.7% (US$ 1.1bn) of total Turkish fruit and vegetables exports in 2014 (US$ 8.4bn). 
Dependence in textiles and machinery is relatively insignificant, as Russia accounted 
for just 3.9% of total exports in these sectors. On the other hand, Turkey’s dependence 
on imports is relatively substantial, with Russian goods accounting for 10.4% of total 
2014 imports (US$ 25.3bn out of a total of US$ 242.2bn). Key imports from Russia are 
oil and gas (65.6% of the total in 2014) and metals (16.5%).  
 

Banned products accounted for 0.5% of total Turkish exports. Russia banned the 
import of 18 items from Turkey starting January 1, 2016. Exports of these items totaled 
US$ 0.8bn in 2014 (12.9% of total exports to Russia) and have been declining in 2015, 
falling by 2.3% y/y in 10M15. This fall will accelerate in 2016 once the ban takes effect. 
However, given the low share in total exports, its impact should be minor. 
 

Contrary to exports, Turkey is highly dependent on Russia for natural gas 
imports. Overall, Turkey imported 49.3bcm of natural gas in 2014, including 7.3bcm of 
LNG. Slightly more than half of this gas demand (27.0bcm, 54.8% of total) was met by 
Russian gas, with the rest being imported from Iran (8.9bcm), Azerbaijan (6.1bcm), 
and others (7.3bcm). Turkey used the largest share (48.1%) of its natural gas 
consumption for electricity generation, followed by industry (25.4%), residential 
(19.3%), and other purposes (7.1%). Therefore, any disruption in natural gas supplies 
from Russia could have a serious negative impact on electricity generation in Turkey. 
The country is expected to partially lessen its dependence on Russian gas starting in 
2018, as an additional 6bcm of gas will be imported from Azerbaijan (already 
contracted). 
 
 
 
 

 

Turkey versus Russia, 2014 
 Turkey Russia
GDP, US$ bn 798.3 1,860.6
GDP per capita, US$ 10,381 12,718
CAB, % of GDP -5.8% 3.1%
CAB, US$ bn -46.5 58.4

Trade balance -63.6 189.7
Service balance 25.2 -55.3
Others -8.1 -76.0

Fiscal balance, % of GDP -1.0% -1.2%
Reserves, US$ bn 141.8 385.5
Source: IMF and official data   
 

Georgia dependence on Turkey and Russia, 
2014 

  Turkey Russia Total 
Exports, US$ bn 0.2 0.3 2.9 
Imports, US$ bn 1.7 0.6 8.6 
FDI, US$ bn 0.1 0.1 1.8 
Arrivals, mn 1.4 0.8 5.5 
Source: GeoStat, GNTA    
 

Figure 1: Turkish exports to Russia, 2014 
(US$ bn) 

 
Source: TurkStat 
 

Figure 2: Turkish imports from Russia, 
2014 (US$ bn) 

 
Source: TurkStat 
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Turkey – Russia Standoff 
Much Ado about “Something” 
 
 

The confrontation between Russia and Turkey is raising concerns about its potential 
negative impact on the region’s economic development. However, detailed analysis 
indicates that the interdependence between Turkey and Russia is limited, with even 
fewer possible implications for Georgia. The main ways Turkey depends on Russia 
are imports of Russian natural gas and revenues from Russian tourists. While we do 
not expect Russia to cut gas deliveries, we think that fewer tourists will travel to 
Turkey. Turkish exports of agricultural goods and textiles to Russia are likely to fall, 
albeit their share of total exports is low. Some of the loss will be compensated by the 
newly signed EUR 3.0bn deal between Turkey and the EU for managing Middle East 
migrant inflows. As for the region as a whole, heightened tensions will probably lead 
to a temporary increase in risk perception, resulting in a higher cost of external 
financing, particularly for current account deficit economies. 
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We don’t expect Russia to cut gas supplies to Turkey. Natural gas exports are a 
major source of Russia’s export revenues and Turkey is its second biggest customer 
after Germany. Cutting gas supplies to Turkey would mean loss of revenues, which 
are already suffering from the US-EU sanctions. Russia’s weak external position due 
to the low oil prices reinforces this argument. In addition, looking back at history, 
Russia (and the Soviet Union) never resorted to cutting oil and gas supplies to the 
West, as they always were and remain Russia’s main source of hard currency 
revenues. 
 

 
FDI from Russia in Turkey has generally been low. According to the Turkish central 
bank, of the US$ 101.4bn in FDI into Turkey from 2007 to September 2015, only US$ 
3.3bn (3.3%) came from Russia. It is highly unlikely that Russia will constrain 
operations of Russian businesses in Turkey. Turkish investments in Russia are not 
expected to be hurt directly by sanctions either, as Russia does not intend to limit 
operations of Turkish subsidiaries registered as separate entities in Russia. However, 
an indirect impact on these companies cannot be ruled out, as they might run into 
problems procuring Turkish inputs and/or hiring Turkish personnel. 
 
Real losses will occur if Russia decides to suspend the planned multi-billion 
dollar projects. While no official statement has been made, Russia may opt to 
suspend construction of the US$ 20bn nuclear plant in Akkuyu (Turkey), which it is to 
finance fully, and Turkish Stream – another multi-billion dollar project that is intended 
to expand the natural gas pipeline connecting Russia and Turkey. The medium- to 
long-term repercussions of the suspension of these projects would probably be felt in 
Turkey’s electricity market.  
 
Turkish tourism exports to take the biggest toll from the strained Turkey-Russia 
relations. According to the Central Bank of Turkey, 4.5mn (12.5% of total) Russian 
tourists visited Turkey in 2014 (+5.0% y/y) and based on our calculations, Turkey 
received about US$ 3.7bn from them. With the economic contraction in Russia, 
however, the number of visitors to Turkey has already fallen 20.7% y/y in 10M15 to 
3.2mn (11.1% of total). Unless the problems are resolved by spring 2016, we expect 
the full impact of the drop in tourist arrivals to be felt in mid-2016, as October-April is 
the low season in the tourism industry in Turkey (in 2014, 83.1% of Russian tourists 
visited Turkey from May to September).  
 
 
 
 
 

Figure 3: Turkish exports to Russia  Figure 4: Turkish imports from Russia 

 

 

 
Source: TurkStat  Source: TurkStat 
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EU pledge to support Turkey and the low oil price will help the country 
withstand pressure on its currency. Loss of inflows from Russia could put pressure 
on Turkey’s current account balance and thereby, on the exchange rate. Our 
calculations indicate that annual losses from the standoff could amount to a maximum 
of 0.5% of GDP. However, this loss should be partially compensated by the EUR 
3.0bn pledge by the EU to Turkey and a lower import bill due to sustained low oil 
prices, mitigating pressure on the exchange rate. 
 
Expected Impact on Georgia 
Transit of goods from Turkey to Russia through Georgia seems to be the only 
area that will suffer directly from the strained Russia-Turkey relations. Georgia 
has benefitted from the transit of Turkish goods through its territory, not only to Russia 
but also through Russia to Central Asia. With Russia banning certain imports from 
Turkey and limiting transit to Central Asia, Georgia could lose some revenue due to 
the drop in transit. However, the volume of trade through Georgia was probably not 
significant enough to have a major impact. Moreover, Azerbaijan recently offered its 
territory to Turkey to use for transit to Central Asia, which, if implemented, will redirect 
some transit to Georgia. 
 
In some respects, Georgia could benefit from the new reality. Georgia can (i) 
partially substitute Turkish fruits and vegetables on the Russian market and (ii) attract 
some of the tourists who would normally go to Turkey. However, the benefits from 
these channels would only be realized by the middle of next year, as Turkey is a 
summer destination for Russian tourists, and redirecting vegetable and fruit exports 
could take a few months. Additionally, Georgia could increase electricity exports to 
Turkey. 
 
The Turkey-Russia standoff may have a negative impact on regional stability, 
leading to an increase in the risk premium for the region. Georgia may face 
challenges, given that it is a current account deficit economy with persistent external 
financing needs. Foreign direct investment, IPOs, and access to other forms of 
financing have been vital in financing growth in Georgia in recent years. A heightened 
risk perception could temporarily inflate the cost of financing. However, we believe that 
prudent economic policies, along with strong and independent institutions, will ensure 
that Georgia remains attractive for foreign investors.  

Figure 5: Russian FDI in Turkey  Figure 6: Russian tourists in Turkey 

 

 

 
Source: Turkish Central Bank  Source: Turkish Central Bank 
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Disclaimer 
This document is strictly confidential and has been prepared by JSC Galt & Taggart ("Galt & Taggart"), a member of JSC Bank of Georgia group (‘Group”)  solely for informational purposes and 
independently of the respective companies mentioned herein. This document does not constitute or form part of, and should not be construed as, an offer or solicitation or invitation of an offer to buy, sell 
or subscribe for any securities or assets and nothing contained herein shall form the basis of any contract or commitment whatsoever or shall be considered as a recommendation to take any such 
actions. 
 
Galt & Taggart is authorized to perform professional activities on the Georgian market. The distribution of this document in certain jurisdictions may be restricted by law. Persons into whose possession 
this document comes are required by Galt & Taggart to inform themselves about and to observe any and all restrictions applicable to them. This document is not directed to, or intended for distribution, 
directly or indirectly, to, or use by, any person or entity that is a citizen or resident located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be 
contrary to law or regulation or which would require any registration or licensing within such jurisdiction. 
 
Investments (or any short-term transactions) in emerging markets involve significant risk and volatility and may not be suitable for everyone. The recipients of this document must make their own 
investment decisions as they believe appropriate based on their specific objectives and financial situation. When doing so, such recipients should be sure to make their own assessment of the risks 
inherent in emerging market investments, including potential political and economic instability, other political risks including without limitation changes to laws and tariffs, and nationalization of assets, 
and currency exchange risk. 
 
No representation, warranty or undertaking, express or implied, is or will be made by Galt & Taggart or any other member of the Group or their respective directors, employees, affiliates, advisers or 
agents or any other person as to, and no reliance should be placed on, the fairness, accuracy, completeness or correctness of this document and the information contained herein (and whether any 
information has been omitted from this document) and no reliance should be placed on it. This document should not be considered as a complete description of the markets, industries and/or companies 
referred to herein. Nothing contained in this document is, is to be construed as, or shall be relied on as legal, investment, business or tax advice, whether relating to the past or the future, by Galt & 
Taggart any other member of the Group or any of their respective directors, employees, affiliates, advisers or agents in any respect. Recipients are required to make their own independent investigation 
and appraisal of the matters discussed herein. Any investment decision should be made at the investor's sole discretion. To the extent permitted by law, Galt & Taggart, any other member of the Group 
and their respective directors, employees, affiliates, advisers and agents disclaim all liability whatsoever (in negligence or otherwise) for any loss or damages however arising, directly or indirectly, from 
any use of this document or its contents or otherwise arising in connection with this document, or for any act, or failure to act, by any party, on the basis of this document.  
 
The information in this document is subject to verification, completion and change without notice and Galt & Taggart is not under any obligation to update or keep current the information contained 
herein. The delivery of this document shall not, under any circumstances, create any implication that there has been no change in the information since the date hereof or the date upon which this 
document has been most recently updated, or that the information contained in this document is correct as at any time subsequent to the date on which it is supplied or, if different, the date indicated in 
the document containing the same. No representation or warranty, expressed or implied, is made by Galt & Taggart or any other member of the Group, or any of their respective directors, employees, 
affiliates, advisers or agents with respect to the accuracy or completeness of such information. 
 
The information provided and opinions expressed in this document are based on the information available as of the issue date and are solely those of Galt & Taggart as part of its internal research 
coverage. Opinions, forecasts and estimates contained herein are based on information obtained from third party sources believed to be reliable and in good faith, and may change without notice. Third 
party publications, studies and surveys generally state that the data contained therein have been obtained from sources believed to be reliable, but that there is no guarantee of the accuracy or 
completeness of such data. Accordingly, undue reliance should not be placed on any such data contained in this document. Neither Galt & Taggart, any other member of the Group, nor their respective 
directors, employees, affiliates, advisors or agents make any representation or warranty, express or implied, of this document's usefulness in predicting the future performance, or in estimating the 
current or future value, of any security or asset.  
 
Galt & Taggart does, and seeks to do, and any other member of the Group may or seek to do business with companies covered in its research. As a result, investors should be aware of a potential 
conflict of interest that may affect the objectivity of the information contained in this document. 
 
This document is confidential to clients of Galt & Taggart. Unauthorized copying, distribution, publication or retransmission of all or any part of this document by any medium or in any form for any 
purpose is strictly prohibited. 
 
The recipients of this document are responsible for protecting against viruses and other destructive items. Receipt of the electronic transmission is at risk of the recipient and it is his/her responsibility to 
take precautions to ensure that it is free from viruses and other items of a destructive nature. 
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