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Letter From the Editor 
�
As promised, this week the subscribers are reaching to 
pdf version two days before the TurkishWeekly readers. 
The interest in our Energy Review has attracted 
different writers to contribute in our publication. In the 
next edition, we will have important writers from the 
Caucasus and Central Asia.  
 
This week, the hot news was about whether Turkey will 
face an energy crises by 2009, the situation has been 
described by Fevzi Bora. 
 
Second article is about Turkey’s dependence and 
independence related to being an energy corridor.  
 
This week an important memorandum was signed to 
carry Tengiz oil to BTC which is investigated in this 
issue. 
 
Last but not least, a rumour about Turkish involvement 
in Iran’s nuclear program and the debates about high or 
low prices have been investigated. 
 
Thank you all for your interest in USAK Energy Review. 
Due to this interest our trial editions will have a website 
of its own very soon.  
 
Have a very nice and energetic week. 
 
Best Regards. 
 
Editor  
 

is a Uluslararasi Stratejik Arastirmalar Kurumu/International Strategic Research 
Organization publication and prepared by the USAK Energy Desk. 
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There is a strong need 
for Turkey to diminish 
its dependency on 
imported energy 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The energy sector in 
Turkey does not have a 
long-term sustainable 
strategy. 
 
 
 
 
 
 
 
 
 
 

Electricity Shortage After 2009 Forecast For 
Turkey 
 
 
It is discussed widely in the energy policy circles that unless urgent 
measures and precautions are taken it is most likely that Turkey would face 
electricity shortages after 2009.  
 

 
 
There is a strong need for Turkey to diminish its dependency on imported 
energy in the face of uncertainty in the world fuel and natural gas markets 
with fluctuating prices and also persistent expectational speculations. 
  
Increasing the share of domestic sources in meeting Turkey's energy 
needs by help of  improvements towards an investor friendly regulatory 
environment and provision of tax incentives for energy investors.  
 

Energy security of supply requires the 
construction and operation of new 
energy stations, especially nuclear 
power and small hydro power stations, 
rehabilitation of the current generation, 
distribution and transmission facilities, 
prevention of losses and theft, demand-
side management activities and 
principles should be put into action. 

 
The energy sector in Turkey does not have a long-term sustainable 
strategy. Documents like the electricity sector strategy paper or the five 
year development plans have not been easy to implement or to be 
implemented at all. Domestic resources such as lignite needs more 
exploration and investment, which also is necessary in the sources such as 
geo-thermal energy. Privatizations are a semi-necessity but more 
BOT(Build-Operate-Transfer) types of investments need to be made but 
with the due procedure of proper licensing.  
 
Though the EU energy directives of 2003/54/55 do not envisage 
privatizations to be necessary in order to realize liberalization and 
competition in the energy sector, the Turkish energy sector on the other 
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Privatization of public 
services still 
necessitates the state 
to invest in areas such 
as baseload projects 
like nuclear power 
plants 
 
 
 
 
 
 
 
 
 
 
 
 
 
500 new units of 40-
MW hydraulic power 
plants, additional 
investments in energy 
efficiency has to be 
made. 
 
 
 
 
 
 
 
It is projected that 
about 15% of the total 
imported energy has 
been and will be used 
in the transport sector 
during 2000-2020. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  

hand requires at least urgent privatization on the generation side.  
 
Privatization of public services still necessitates the state to invest in areas 
such as baseload projects like nuclear power plants and the shortcomings 
in energy supply security such as provision of the energy supply of the last 
resort. 
 

 
 
500 new units of 40-MW hydraulic power plants, additional investments in 
energy efficiency, fuel efficiency in energy generation and transportation 
and bio-fuel production can have positive impacts on the current state of 
the Turkish energy sector.  
 
With a basic and primary energy consumption view land transportation 
appears to be the most efficient method when compared with railway, air 
and seaways. It is projected that about 15% of the total imported energy 
has been and will be used in this sector during 2000-2020. The energy 
utilization efficiencies for the Turkish transportation sector will be 30% in 
2020 while the general energy utilization may stand to be in the area of 
26% in the same years, respectively. Improvement possibility is estimated 
to be a rate of 4.5% annually between 2000 and 2020 according to some 
estimates. 
 

 
 
Turkey has lots of potential in energy and it must be used. The current 
governments’ recent move with the new oil act to take away power from the 
Energy Market Regulatory Authority in the area of hydro-carbon transit, 
trade, tariffs and regulation in the natural gas market seems likely to be an 
interesting avenue of research for understanding this potential’s turning into 
kinetic energy??? 
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Prime Minister Erdogan 
said "Turkey's annual 
cost of total energy 
imports was $29 
billion". 
 
 
 
 
The total energy 
imports is the two thirds 
of Turkey’s current 
account deficit which is 
around $48.8 billion. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Whether the average 
price for oil this year is 
above last year does 
not make such a big 
difference, because the 
elasticity is expected to 
be very low in the short 
term.  
 
 
 
 
 
 
 
 
 

Turkey’s Energy Dependence and 
Independence Dilemma 
 
From one side, Turkey is signing all sorts of pipeline contracts to diversify 
gas supplies. From the other side, the growing dependence on foreign 
energy sources is a concern. These two view points may be nurturing each 
other to cause the Turkey’s energy dependence-independence dilemma. 
 
Energy Imports 
 
This week, Prime Minister Erdogan expressed his concerns for the cost of 
total energy imports. He said "Turkey's annual cost of total energy imports 
was $29 billion". The $16 billion of this amount was the cost for oil and oil 
products imported. The remaining $13 billion is paid for the natural gas 
imports. 
 
The total energy imports is the two thirds of Turkey’s current account deficit 
which is around $48.8 billion. The account deficit has been jumped from 
around $26 billion in 2005  to $48.8 billion. 
 
 
In 2006, 24 million tons of crude oil was imported. Only 2.2 millions of it 
was produced domestically. The crude oil exports and the corresponding 
costs are given as follows. 
 

Year 
Amount  

(million tons) 
Cost 

(Billion $) 
2000 21.4 4.2 

2001 23.1 3.8 

2002 23.7 4 

2003 24 4.7 

2004 23.9 6 

2005 23.4 8.6 

2006 24 11 
 
 
Despite high prices the oil consumption is expected to be strong in the 
domestic market. Already high taxes on oil and cars, is diminishing the 
effect of rising oil prices.  
 
Whether the average price for oil this year is above last year does not 
make such a big difference, because the elasticity is expected to be very 
low in the short term.  
 
Probably aware of this, Turkish policy makers are pushing more for nuclear 
energy while public seems more in favour of using national resources such 
as hydro power generation. As the numbers increase, the debate for using 
the national resources or nuclear is expected to increase. Yet none of them 
produced any viable answers to the PM’s concerns. 
 
The Minister for Energy, Hilmi Guler has been against a rise in electricity 
prices for over 4 years. As a result, using electricity for heating homes has 
been much cheaper than using natural gas which has increased 60% last 
year. The public however seems like not being aware of it. 
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Turkey has around 
40,000 MWs of power 
generation capacity 
and its peak 
consumption has been 
around 26,500MW. 
 
 
 
 
 
 
 
 
Because two years is 
not enough to built 
enough hydro capacity 
(including licensing), 
the only viable future 
seems to be already 
readily available natural 
gas from pipelines. 
 
 
 
 
 
 
 
This week on 24th 
January 2007, Vatan, 
Turkish daily 
newspaper, has 
reported that Iran is 
sending 16 million 
cubic meters less gas 
than expected. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  

 
This week also, to a question asked by a journalist about the possibility of 
electricity crises, Mr. Guler has given a political answer that “We are 
working hard to avoid it”.  
 
Turkey has around 40000 MWs of power generation capacity and its peak 
consumption has been around 26500MW. With theoretically plenty of 
reserve margins, electricity shortages shouldn’t be such a concern for at 
least 3-4 years. 
 
But the bells for a crises are ringing now. As electricity prices stayed same 
for such a long time and the big jump of gas prices during that time has 
pushed some natural gas power plants operated by auto producers to stop. 
Turkey is currently generating around 32% of its electricity from natural 
gas. 
 
As shortages become more and more likely and as the policy to increase 
the inflow of foreign gas from different countries, Turkey is expected to use 
that gas for its own electricity production. Because two years is not enough 
to built enough hydro capacity (including licensing), the only viable future 
seems to be already readily available natural gas from pipelines.  
 
More than that, while trying to be an energy hub, Turkey’s current contracts 
are not permitting re-exportation of the gas imported from foreign countries. 
One of the major agreements is with Russia in terms of take or pay. As a 
result of this agreement Turkey found itself highly addicted to “take” the 
Russian gas to avoid any “pays”. 

 
The doubts about the unreliability 
of Iranian gas are another 
problem. This week on 24th 
January 2007, Vatan, Turkish 
daily newspaper, has reported 
that Iran is sending 16 million 
cubic meters less gas than 
expected. The newspaper 
claimed the source as an 

unnamed officer from Turkish pipeline company BOTAS. The problem has 
not panicked anyone thanks to mild weather around the country. To avoid 
any problems, Turkey is buying LNG to backup this capacity which is also 
adding to increasing extra cost of importing energy. 
 
There is nothing wrong with importing from different sources. But if the 
contracts are not crafted correctly and if the countries exporting gas fail to 
fulfil the agreements, Turkey’s grand energy transit strategy may cost 
dearly to its tax payers and cause its economy to slowly stagnate. The 
concerns about growing cost of energy imports may not walk further from 
being a concern, if Turkish policy makers can not match their strategies 
with policies to increase incentives for the private entrepreneurs to invest in 
domestic sources.  
 
Finally, Turkey acts slowly to use its domestic resources to built capacity, 
but the growing economy deficits the energy balance. Due to the energy 
corridor strategy, there is plenty of gas to produce electricity. As long as 
there is readily available gas around, the policy makers do not act 
accordingly and urgently to built capacity from domestic resources. 
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According to Russian 
newspaper 
Nezavisimaya, Russia 
is losing its monopoly 
as a transit country 
across the Caspian 
region. 
 
 
 
 
 
 
By 2010, Tengiz is 
estimated to produce 
700,000 barrels per 
day. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Russia’s oil transport monopoly at risk: 
Tengiz to be connected to BTC 
 
Turkey is a country with out any significant hydrocarbon reserves. When 
one looks to the energy statistics, Turkey can only appear at the 
consumption side. However, although it is hard to accept for some 
European countries, Turkey may have an energy card in its deck. And 
Russia can see that. 
 
Turkey, with the support of US, has planned its strategies on being a safe 
energy hub. The will to be a bridge for its Turkic cousins’ was always there. 
But the theory and practice hardly fits on energy business, just like the 
predictions on oil prices.  
 
After BTC’s completion, Turkey’s strategies to be an energy hub have 
achieved a milestone. The costly strategies for building pipelines across 
the country seem to be working. Yet, the importance Turkey is gaining, is 
subtracting from Russia’s influence in the Caucasus and Central Asia. 
 
The latest news is about the memorandum signed by Kazakhstan’s 
national oil and gas company KazMunayGas (KMG) with international Agip 
KCO consortium and joint venture TengizChevroil to set up Kazakh 
Caspian Transport System(KCTS) on 24 January 2007, has not been 
regarded as good news by Moscow. 
 
According to Russian newspaper Nezavisimaya, Russia is losing its 
monopoly as a transit country across the Caspian region. It has been 
suggested that the oil from Tengiz field will transit from Turkey to world 
markets. 

 
Tengiz is one of the world's largest oil fields and contains between 6 billion 
and 9 billion barrels of recoverable oil which is unfortunately contains a 
high amount of sulfur (16%). By 2010, Tengiz is estimated to produce 
700,000 barrels per day. Tengiz field also contains an important amount of 
natural gas.   
 
 

 
 
The TengizChevroil that developed the Tengiz field since 1993, is a 
venture formed by partners like Chevron (50%), ExxonMobil (25%), KMG 
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Initially 25 million tones 
of oil will be transported 
from Tengiz to Baku-
Tiblisi-Ceyhan pipeline 
annually. 
 
 
 
 
The KCTS’s forecasted 
costs is estimated to be 
around 3 billion USD 
 
 
 
 
 
 
 
 
 
The estimates for 
Kashagan field 
production are to be 1.2 
million bbl/d by 2016. 
 
 
 
Some experts have 
warned about a future 
tanker-scarcity to meet 
Kazakhstan’s 
production and advices 
to build a pipeline 
under the Caspian. 
 
 
 
 
 
 
  

(20%) and Russian Lukarco 5%). The produced oil has been transported 
through Caspian Pipeline Consortuim (CPC) to Russia’s Novorossiyk port 
on the Black Sea shore. While US has favoured BTC, the theoretically 
cheapest route is rumored to be Total’s proposal to develop a pipeline 
through Iran.  
 

 
 
With the KCTS agreement, initially 25 million tones of oil will be transported 
from Tengiz to Baku-Tiblisi-Ceyhan pipeline annually, from there it will be 
transported to world markets. Gradually this amount will be increased to 38 
million tones. The initial plan is to export oil through Eskene-Kuryk-Baku-
Tbilisi-Ceyhan line. But KMG President Uzakbai Karabalin has given 
signals of further diversifying hydrocarbon sources, such as gas. 
 
The KCTS’s forecasted costs is estimated to be around 3 billion USD. The 
oil produced will be transported through a future Eskene-Kuryk pipeline, 
from there tankers will carry the oil to Azerbaijan. The oil will then be 
transited through BTC to Ceyhan, Turkey’s Mediterranean port. 
 
Turkish officers have always been a firm advocate of BTC not only on the 
grounds of political influence, but also to protect its highly crowded 
Bosphorus. According to estimates, with the increasing traffic of tankers, 
the risk for a disastrous accident has increased exponentially.  
 
The KCTS project is expected to be coincide with the start of production 
with the Kashagan field. Previously Kazakhstan and Azerbaijan agreed to 
build Aktau-Baku pipeline to connect Kashagan offshore oil fields to BTC 
by 2008. Half of the Kashagan production is also expected to be carried by 
BTC. The estimates for Kashagan field production are to be 1.2 million 
bbl/d by 2016. 
 
With the increasing production from Kazakh fields, the tankers may not be 
enough to carry the oil to BTC. Rigzone reports that some experts have 
warned about a future tanker-scarcity to meet Kazakhstan’s production and 
advices to build a pipeline under the Caspian. 
 
The developments, not quite enjoyed by Russia, are making Turkey a more 
influential player in the world energy stage. The energy card Turkey holds 
has been confessed by Schroeder in his memoirs. But Turkey’s importance 
is linked with the political climate in the country and democratization. 
 
“Is Russia happy with these developments” does not demand an answer 
for many. Still Russia will be an important transit but not the monopoly. 
Surely, a Russian revolt against Turkey can be expected. But this revolt, if 
to be expected, is more likely to be underground intelligence operations 
rather than market competitions according to some experts. 
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On 25 November 2006, 
Metin Munir, a 
columnist from Turkish 
daily newspaper Milliyet 
has claimed in his 
column that Iranian 
nuclear program is 
carried out by 
graduates of METU 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
IMF has asked the 
government to close 
the dossier. TEK’s 
Nuclear Department 
has been closed.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Turkish involvement in Iran nuclear 
program 
 
The news is not new, but it is rather unheard among many. On 25 
November 2006, Metin Munir, a columnist from Turkish daily newspaper 
Milliyet has claimed in his column that Iranian nuclear program is carried 
out by graduates of Middle Eastern Technical University(METU) of Turkey 
as well as Iranian engineers. 
 
 
The article titled “Does the Iranian nuclear program 
carried out by METU graduates” is based on a letter 
from a former graduate of METU Mechanical 
Engineering department. The letter is as follows: 
 
 
*** 
 
During 1968, METU Mechanical Engineering Department was having a 
nuclear option.  
From this option, lots of graduates with the nuclear knowledge of that era 
have been graduated. 
Among them were students from Middle East, including Iran. 
Afterwards everyone returned to their originating countries and started their 
professional lives. 
The Turkish graduates have primarily employed by Turkish Electricity 
Administration’s (TEK) Nuclear Department.  
Many years have passed. 
Turkey has failed to develop a convenient nuclear technology. Work 
stagnated. The bids sinked with corruption news. Because of the financial 
risks involved in this investment, IMF has asked the government to close 
the dossier. TEK’s Nuclear Department has been closed.  
And the whole procedure has been halted.. 
 

 
 
 
Since 1968, more than 38 years have been passed. 
About the graduates of METU’s Mechanical Engineering department, 
where do you think they are now? 
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In 2008 or 2009 we will 
have a big energy 
crisis. Private sector 
has foreseen the 
danger. 
 
 
 
 
 
 
 
 
 
 
Turkish industries 
couldn’t produce their 
own technologies. 
Setting aside nuclear, 
we fail to produce (the 
technology) basic coal 
burning thermal power 
plants. 
 
 
 
 
 
 
 
Despite all claims, 
Turkey may benefit 
from a nuclear Iran. 
 
 
 
 
 
 
 
Turkey wants to build a 
nuclear plant, it should 
first consult to its own 
brain power. 
 
 
 
 
 
 
 
 
  

The ones in Turkey have established their own businesses. Among many 
have been successful. 
In coal based power plants, some of them have made coal belt conveyors 
with large capacities. Made mechanical assemblies, built their own 
factories. 
Some of them have climbed the bureaucratic ladders. 
Some has gone abroad where they work at the nuclear power plants. They 
occupied the high level professional cadres in the countries like Canada, 
Switzerland and US. 
The most incredible is their cooperation with Iranian engineers to build the 
Iranian nuclear plants. 
Iran’s nuclear technology is a product of METU’s Mechanical Nuclear 
department of the 1968 generation. I wish we have used that generation 
with more wisdom. 
In 2008 or 2009 we will have a big energy crisis. Private sector has 
foreseen the danger. 
.... 
Turkish industries couldn’t produce their own technologies. Setting aside 
nuclear, we fail to produce (the technology) basic coal burning thermal 
power plants. Our domestic enterprises oversees the energy projects as 
basic “construction plus on the site assembly”. We still mistake in the belief 
that we can work out big leaps with small calculations. 
 
*** 
 
The letter is reported to be from a 1973 graduate of METU, initials H. D.  
 
It is a fact that Turkey has failed to take advantage of generations of high 
quality engineers those graduated from its institutions. But the letter above 
is more likely to be an over exaggeration of Turkish involvement in Iranian 
nuclear plans. 
 
Despite all claims, Turkey may benefit from a nuclear Iran. If Iran makes a 
nuclear plant, Turkey may have an experienced brain power, assuming that 
the content of the letter above is correct. Also a nuclear Iran against 
international community is advantageous for Turkey’s role in the region. 

 
During the Khomeini era, with the rise of Iranian 
revolution, Turkey has sit to the throne as a 
reliable western ally and took the full benefit of 
this situation with Turgut Ozal’s policies. A 
nuclear revolution in Iran may give a second 
chance to Turkey. 
 
The letter discussed above is reflecting a merit. If 
Turkey wants to build a nuclear plant, it should 
first consult to its own brain power. Most of those 
graduates are, as in the letter, have achieved 
important positions. Turkish state should better 
set aside its policies to “start from scratch, when 

a previous experience fails”, but should implement brave policies to built a 
success story on top of the lessons learned from past failures. 
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IEA’s chief economist 
Fatih Birol, however, 
claims that prices of 
$50 per barrel is too 
high 
 
 
 
 
 
 
Boussena: “We have all 
seen what $70 does, it 
attracts alternatives, it 
reduces demand. On 
the other hand, I don’t 
think the Saudis want 
oil below $50. They 
need revenue” 
 
 
 
 
 
 
 
In May 2006, with the 
rising oil prices in April, 
Chinese imports fell 
1.8% from a year 
earlier to 99 million 
barrels. However the 
imports rose 17% to 
$5.4 billion. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Couldn’t decide whether the oil prices are 
high or low? 
 
With the mild weather and OPEC members’ reluctancy to hold promises for 
production cuts, OPEC’s basket price has seen $48 a barrel. But oil prices 
are on the rise again.  
 
For peak oil camp, the production peak has already been arrived or is 
about to arrive. So the price catastrophy is very close. We should get ready 
to see high prices.  
 
IEA’s chief economist Fatih Birol, however, claims 
that prices of $50 per barrel is too high. This is 
five times the average production cost per barrel. 
 
However, European Union’s senior energy official, 
Andris Piebalgs has said he was “happy with oil 
prices where they are now”, because , as he 
claims, the higher prices will “encourage alternatives to oil without crippling 
the economy”. (Bloomberg) 
 
The Saudi oil minister, Ali al-Naimi, in New Delhi has effectively put his 
veto on an emergency meeting of OPEC to cut production to save the oil 
prices from dropping below $50 a barrel.  
 
OPEC’s ex-president Sadek Boussena from Algeria said “High prices are 
not in the interest of Saudi Arabia”, he added “We have all seen what $70 
does, it attracts alternatives, it reduces demand. On the other hand, I don’t 
think the Saudis want oil below $50. They need revenue” 
 
To confirm Mr. Boussena’s statement, Al Naimi said that Saudi Arabia’s 
policy was to maintain “moderate prices”. 
 
But higher prices may help to all producers. Venezuela can benefit from 
economics of heavy oil reserves it has, Saudi’s may overwhelm with 
revenues, alternative fuels may be favourable again and oil companies 
may earn fat profits. 
 
But Saudis and Mr. Birol may be concerned about the high prices effect on 
economy and demand. China with increasing demand may pull the prices 
higher, but as a result of her own effect, China may see the oil demand 
decreased because of increasing prices after sometime.  
 
For example in May 2006, with the rising oil prices in April, Chinese imports 
fell 1.8% from a year earlier to 99 million barrels. However the imports rose 
17% to $5.4 billion. 
 
The same applied to Turkish energy market last year, with record cost of 
crude oil imports which is to be around 1/3rd of current account deficit, the 
high prices is expected to pull down the fast pacing economic growth of this 
year.  
 
These concerns were also on the agenda of US President George W. 
Bush’s State of Union address last week. The expected increase of US 
(and also Europe) dependence on oil from politically unstable regions is 
one of the key motives for supporting alternative fuels. By 2017, he 
proposed to reach an ambitious target of around 10% alternative fuel mix in 
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The US government 
will start buying 
100,000 barrels a day 
this spring. 
 
 
 
 
For the 11 million 
barrels, an average of 
$600 million has to be 
spended. 
 
 
 
 
 
 
 
 
 
 
 
 
Klare :“Yes, I do 
believe that the US will 
conduct air and missile 
strikes against Iran in 
2007” 
 
 
 
 
 
 
 
 
 
 
 
 
But a “Shock&Awe” 
attack against Iran will 
definitely shock&awe 
oil prices and world 
economy. 
 
 
 
 
 
 
 
 
  

the total oil consumption and to double its strategic reserves to 1.5 billion 
barrels by 2027. 
 
The US government will start buying 100,000 barrels a day this spring to fill 
the current strategic reserve capacity of 727 million barrels.US’s decision to 
double its strategic stockpiles will definitely help oil prices to recover from 
the 19-month low levels according to OPEC’s president al-Hamli.  
 
US Department of Energy has to follow new guidelines to buy 11 million 
barrels. The department has yet to decide whether to buy through one 
solicitation or several solicitations. For the 11 million barrels, an average of 
$600 million has to be spended. This corresponds to an average price of 
$54.54 per barrel. But the department does not draw redlines regarding the 
price and quantity. So higher prices will not block the bid. 
 
Saudi’s on the other hand is trying to increase their production capacity, for 
some, to get ready for a price attack in case Iran tries to use its oil weapon.  
 
The risk premium for an attack against Iran is not totally dismissed, but 
markets may have become less sensitive to the continuous discussion of 
such an attack. The price rise this week is mainly motivated by the cold 
weather finally arriving to US. 
 
So still no answer is found for prices, but there is an answer everyone 
agrees on, volatility of the oil prices is to be increased. China is also trying 
to expand its strategic reserves. Some relate this to a possible air attack 
against Iran in 2007.  
 

Dr. Micheal Klare, one of the world's leading experts 
on the energy geopolitics forecasted an attack 
against Iran in an interview to theOilDrum. He said:  
“Yes, I do believe that the US will conduct air and 
missile strikes against Iran in 2007, unless 
Ahmadinejad capitulates to Western demands and 
abandons uranium enrichment, which I don't see 
happening. I think Bush did learn something from 
Iraq: If you're going to invade a country because of 

suspicious WMD behavior, FIRST EXHAUST ALL DIPLOMATIC OPTIONS 
before your resort to force, so you can claim you had no choice in the 
matter. ….. I still think there will be chaos, but I don't think that this will 
deter Bush from going ahead with an attack on Iran.” 
 
 
Although for some experts, a “Shock&Awe” air strike against Iran is highly 
unlikely, higher than moderate prices will continue for sometime. As long as 
world economy is in good shape and relatively unaffected by high prices, 
the oil prices may help to foster alternative energy sources. But a 
“Shock&Awe” attack against Iran will definitely shock&awe oil prices and 
world economy. 
 
So from all these, it can be concluded that Birol’s $50 a barrel is moderate 
for Saudi’s, but not a trustable price level for big consumers. US sees the 
average price $54.54 by spring, but not limited to this tag.  Volatility is to be 
increased and higher prices can be good for alternative fuels. A risk 
premium for an attack against Iran is inside the basket, although the results 
for such an attack can be chaotic. Last but not least, one should always 
keep an eye on weather forecasts, too. 
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Indicators – Transit Fees (1998 –Princeton) 

 
Trans-Caspian Oil  

Trans-Caspain, Baku-Ceyhan (800 kb/d)  Cost / b  

Lifting costs at Tengiz $2.00 

Pipeline to Baku $1.50 

Azerbaijani Transit Fee $0.40 

Pipeline to Ceyhan $2.44 

Georgian Transit Fee $0.43 

Turkish Transit Fee $1.50 

Shipping to Rotterdam, VLCC $0.76 

Subtotal $9.03 

  CPC: Tengiz-Novorossiysk 

CPC First Phase  Cost / b  CPC Final Phase  Cost / b  

Lifting costs at Tengiz $2.00 Lifting costs at Tengiz $2.00 

Pipeline to Novorossiysk $2.11 Pipeline to Novorossiysk $1.42 

Russian Transit Fee $3.00 Russian Transit Fee $3.00 

Shipping to Rotterdam, LR-2 $1.23 Shipping to Rotterdam, LR-2 $1.23 

Subtotal $8.34 Subtotal $7.65 

   Iranian Routes 

Turkmenbashi-Kharg (900 kb/d)  Cost / b  

Lifting costs at Tengiz $2.00 

Pipeline to Kharg Island $1.57 

Iranian Transit Fee $3.00 

Shipping via VLCC $0.93 

Subtotal $7.50 

  Baku-Ceyhan 

Baku-Ceyhan (800 kb/d)  Cost / b  

Lifting costs at AIOC $5.00 

Pipeline to Ceyhan $2.44 

Georgian Transit Fee $0.43 

Turkish Transit Fee $1.50 

Shipping to Rotterdam, VLCC $0.76 

Subtotal $10.13  
 
Source : http://www.wws.princeton.edu/wws401c/1998/ (These numbers are published to give an idea to the reader 
about the tariff differences and may not necessarily reflect the correct tariffs)
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Indicators
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Indicators 

 
Indicative Exchange Rates Announced at 15:30 on 26/ 01/2007 by the Central Bank of 
Turkey   
 
             CURRENCY                         EXCHANGE RATES        EXC.RATES ON BANKNOTES 
                                                                Buying               Selling                        Buying                   Selling  
USD/TRY  1 US Dollar         1.4252       1.4321          1.4242       1.4342 
EUR/TRY  1 EURO              1.8399       1.8488          1.8386       1.8516 
GBP/TRY  1 British Pound     2.7937       2.8083          2.7917       2.8125 

 
 

Turkish Refinery Output Price 
 
������	����� �  !"�!�� �  !"�#$ � %������ �

������� �
!�& �

��'����� � �&�����'���(�
)*! �

)*! � )*!����������
����� �

)�����	��
��	� �

+����������	����,-���!*��� � �  !"�#$ �  !"�#$ �  !"�#$ �  !"�#$ �  !"�#$ � �

./��	 � &%����� *������ ��$&��*� � ��$�� ��%%&�*$� $$��*%� ����&���� ��+��+�����

./��� � &%����� *������ ��$&��*� � ��$�� ��%%&�*$� $$��*%� ����&���� ��+��+�����

01�1����� � &������ *�*���� ��$&��*� � ��$�� ��%%����� $����&� �������*� ��+��+�����

��	��� � ������� *�%�%$� ��$&��*� � ��$�� ������&*� $����%� ���*&��$� ��+��+�����

2�	�3��� � � �  !"�#$ �  !"�#$ �  !"�#$ �  !"�#$ �  !"�#$ � �

./��	 � ��%�%�� &$����� ����� ����� &���$�� ��*���� �**�&&� �$+��+�����

./��� � ��%�%�� &$����� ����� ����� &���$�� ��*���� �**�&&� �$+��+�����

01�1����� � %������ &���$&� ����� ����� &*��&*� ������� �&����� �$+��+�����

0������� � � �  !"�#$ �  !"�#$ �  !"�#$ �  !"�#$ �  !"�#$ � �

./��	 � ��%�%�� &$����� �&��*�� ����� ������%�� �*���&� ��&*$��*� �$+��+�����

./��� � ��%�%�� &$����� �&��*�� ����� ������%�� �*���&� ��&*$��*� �$+��+�����

01�1����� � %����*� &*&���� �&��*�� ����� ��������� �**���� ��&�$��$� �$+��+�����

��	��� � %���$%� &&����� �&��*�� ����� ����$�&�� �*&��&� ��&����*� �$+��+�����

�������4555� � � �  !"�#$ �  !"�#$ �  !"�#$ �  !"�#$ �  !"�#$ � �

./��	� � �����&� &����&� %$��*�� ����� ����*��$� �&����� ����*�$�� ��+��+�����

./��� � �����&� &����&� %$��*�� ����� ����*��$� �&����� ����*�$�� ��+��+�����

01�1����� � ������� &���&�� %$��*�� ����� ���&$�$�� �&$���� ����&�%�� ��+��+�����

��	��� � �*���&� &$����� %$��*�� ����� ����*���� �&*�*�� �������%� ��+��+�����

�������-5� � � �  !"�#$ �  !"�#$ �  !"�#$ �  !"�#$ �  !"�#$ � �

./��	� � �*����� &$��&%� ������� ����� ��*&���*� �%��$$� ��%����%� ��+��+�����

./��� � �*����� &$��&%� ������� ����� ��*&���*� �%��$$� ��%����%� ��+��+�����

01�1����� � ����&&� &*����� ������� ����� ��*%����� �%��&�� ��%&*��%� ��+��+�����

3��������6� � � �  !"�!�� �  !"�!�� �  !"�!�� �  !"�!�� �  !"�!�� � �

./��	 � �&����� � ��&���� ����� �����&� �&��*�� �������*� ��+��+�����

./��� � �&����� � ��&���� ����� �����&� �&��*�� �������*� ��+��+�����

3��������7 � � �  !"�!�� �  !"�!�� �  !"�!�� �  !"�!�� �  !"�!�� � �

./��	 � $*��&�� � ������� ����� **&���� ������� &*&���� ��+��+�����

./��� � $*��&�� � ������� ����� **&���� ������� &*&���� ��+��+�����

01�1����� � $*��%$� � ������� ����� *&$��*� ����$�� &&��&�� ��+��+�����

��	��� � $*��%$� � ������� ����� *&$��*� ����$�� &&��&�� ��+��+�����

 
�
%��������


�	����������	��


