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The İMB had its fourth “Monetary Policy Workshop” on 

May 22-25, in Izmir. The workshop owes its proven record 

of success to the functional structure it utilizes. Each day 

of this three-day workshop is organized around a selected 

topic with broad conceptual and theoretical background 

presentations in the mornings and country experience 

presentations in the afternoons.  This year, the İMB brought 

31 participants from various central banks together to discuss 

challenges to financial stability in a negative interest rate 

world, overcoming the low growth trap and savings and its 

determinants. The program began with the opening remarks 

by the Chief Economist of the Central Bank of Republic of 

Turkey (CBRT), Ali Hakan Kara. 

Negative Interest Rates: Uncharted Waters for 
Central Bankers

Andreas Jobst from the World Bank familiarized the audience 

with negative interest rate policies and their implications for 

financial stability from a theoretical and empirical standpoint. 

Jobst first explained how negative interest rate policies (NIRP) 

help raise output to potential levels amid disinflationary 

pressures. There has been a secular decline in interest rates 

due to some structural factors such as lower capital intensity 

due to technological progress, declining productivity and 

investment, aging and excess savings. Under these conditions, 

he pointed out that limiting the lower bound of interest rates 

to zero renders achieving a stable inflation and potential 

output level difficult. 

The Istanbul School of Central Banking (İMB) was busy with workshops, seminars and technical cooperation activities during 
the first half of 2017. Ample content, effective organization, smooth execution of these events, along with lively participation, 
reflected the excellence the İMB is committed to, enhanced by experience since its launch in mid-2013. This bulletin explores 
some of these fruitful events. 

Monetary Policy Workshop: 
Negative Interest Rates, Low Growth Trap and Savings 
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The discussion continued with an assessment of the 
impact of negative rates. Jobst argued that the marginal 
policy rate has effectively transmitted to money markets 
in the Euro area. Moreover, the evidence showed that 
NIRP contributed to modest improvement in lending 
conditions. Surprisingly, there was no evidence of cash 
hoarding, which suggests that rates are still above the 
“economic” lower bound. On the other hand, some Euro 
zone countries had problems due to stickiness of deposit 
rates, which lowers lending margins. This results in a less 
strong interest rate pass-through and render negative 
interest rates less effective in countries where funding is 
largely deposit-based. The findings from a DSGE model 
also support this empirical observation. Lastly, Jobst 
raised concerns that prolonged NIRP could encourage 
greater leverage. Excessive risk taking also leads to new 
business models and financial innovations, requiring new 
regulatory approaches. 

The day continued with presentations on Swedish, 
Japanese and Hungarian experience with negative 
interest rates. Both the Riksbank and Bank of Japan 
pulled their policy rates down to negative levels recently. 
In Sweden, low cash usage decreased even further after 
NIRP. Moreover, no significant excessive risk-taking 
behavior was detected in the markets. Meanwhile, the 
lending margins of Japanese banks have not changed 
much after the implementation of negative interest rate 
policy. The Hungarian experience differed from the former 
two as Magyar Nemzeti Bank brought the deposit facility 
rate down to negative levels as an attempt to increase 
domestic financing of government securities and reduce 
vulnerability. 

Stuck in Middle Income Trap 

The second day was about overcoming the low growth 
trap, structural reforms and monetary policy. Rauf 
Gönenç, an OECD expert in the field, gave an inspiring 
talk on the issue. He started by analyzing convergence 
among countries. Contrary to the common view, data 
does not support growth deceleration among middle 
income countries, invalidating the existence of a middle 
income trap. There are more escapees, countries which 
upgrade to a higher income classification, among upper 
and lower middle income countries than low income 
countries. Some characteristics of escapees are: having 
higher productivity, being more research-oriented, putting 
greater emphasis on education and shifting resources 
from agriculture to industry and services more quickly. 
As long as the necessary steps are taken, Gönenç argued, 
countries take off; hence the middle income trap need not 
to be a destiny.

Gönenç also covered policy challenges facing countries 
“trapped” in middle income. Macroeconomic stabilization 
is a priority as the risk premium of a country and its 
exchange rate are rising. Managing political risk, reducing 
external and public debt are important contributors to an 
improved risk outlook. Entrepreneurship can be a driver 
of growth, as we observe in Turkey. Export-oriented 
manufacturing that arose in the least developed regions 
of Turkey also had a significant contribution to lower 
inequality and improved growth outlook of the economy.  

Supporting the morning discussions, Tunisian and 
Indonesian experiences reinforced the importance of 
correctly tackling the challenges. Both countries suffer 
from low growth and both have taken some measures to 
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combat this problem. Indonesia’s growth slowdown arose 
after the global financial crisis. The weak global demand 
and low commodity prices had a negative impact on 
exports and investment growth of the country. Integrated 
reforms including fiscal, monetary and financial sector 
as well as real sector policies were put into action as a 
remedy. In Tunisia, the low growth problem became 
more of an issue after 2011. The recession in the Euro 
zone, the main trade partner of Tunisia, compounded 
the unfavorable domestic situation leaving the economy 
with low growth, high inflation and unemployment. The 
country is now implementing a five year development 
plan supported by the IMF, based on policy packages to 
boost economic growth.

Saving at Home, Saving in the World

Saving, an important topic for policy makers as it increases 
the potential output in the long run and helps sustain the 
economic growth in the short run, was the topic discussed 
on the last day. The day began with a theoretical discussion 
of macro and micro determinants of savings by Gönül 
Şengül from the CBRT. A country’s income level and its 
growth, its demographics (dependency ratio), financial 
conditions (availability of credit), among other economic 
forces, affect its savings rate. Empirical studies show that a 
rise in government savings increases the national savings, 
despite a decline in private savings. Hence, fiscal policy is 
another important variable. Looking at the cross-country 
data on savings behaviors of nations, on average, around 
25 percent of national savings comes from households 
while more than half is from corporations. 

Savings are used to finance investment. When the savings 
of a nation are not sufficient, the country also uses “foreign 
savings” to finance its investment. Capital flows are 
the way of allocating savings across countries. Morning 
sessions continued with Mehmet Fatih Ulu from the CBRT 
analyzing capital flows. He discussed the theory on capital 
flows which suggests that capital should flow from rich 
to poor countries. However, empirical observations do 
not match with theory and Ulu explained why. He also 
discussed the pull and push factors of capital flows. The 
presentation also conveyed the message that capital flows 
are not costless and hence may need to be managed by 
policy makers.

In the afternoon, experts from the central banks of 
Slovakia and Azerbaijan gave a brief overview of savings 
in their countries. The presentation on the Slovak economy 
started with a discussion of low natural interest rates and 
its implications for the households and firms. Fiscal and 
structural policies, in addition to monetary policy, could 
come in handy in the described environment. Azerbaijan, 
an oil exporting country, recently suffered from a sharp 
decline in oil prices. It resulted in a floating exchange 
rate regime and a devaluation, triggering high inflation 
rates as well as a current account deficit in the country. 
Interest rate for foreign deposits is capped to promote 
de-dollarization of the economy, which generated a small 
decline in the foreign currency deposits.

Did you know?

What is corporate saving? Corporate saving equals profits less dividend payments to shareholders and it is also referred to 

as “retained earnings.”

What do firms do with their savings? Corporations can use their saving to invest in capital, accumulate cash reserves, 

repay debt or buy shares back.1

How much do corporations save? In 2015, corporate sector savings was more than 13 percent of the global income. 1

1,  Source: Chen, B., L. Karabarbouris and B. Neiman, 2017, “The Global Rise of Corporate 
Saving”, NBER Working Paper No. 23133.



4 Issue: 8

Istanbul School Of Central Banking
IMB bUlletın

Human Resources Management at 
Central Banks Workshop

The İMB hosted the third of Human Resources (HR) 
Management at Central Banks Workshop. The seminar 
hosted 18 high-level representatives from 13 countries. 

Human Resources Communication

The topic of the first day was Human Resources 
Communication. Internal and external communication with 
different shareholders, change in means of communication, 
and future of HR communication were the main themes of 
the sessions. 

The CBRT, at the beginning of its transformation journey, 
shared experiences on change in HR communication 
with both internal and external shareholders. Internal 
communication is assessed in terms of channels, tone, 
and the messages transmitted in order to foster effective 
communication. When it came to external communication, 
the new project on CBRT’s recruitment process attracted 
considerable interest, since recruitment is the public face 
of the HR and directly influences the brand image of the 
organizations.

Organization of Human Resources

On the second day, Organization of Human Resources 
Departments was discussed. After the presentations from 
the CBRT and some participant countries, a workshop 
took place to explore the differences and similarities of the 
participating Central Banks’ HR organizations. During the 
workshop, different organizational aspects were appraised 
and recorded for each country, generating a fruitful take-
away for the participants.

Change Management

The subject of the last day was Change Management. The 
theoretical framework and practical issues on HR’s role 
in leveraging change were discussed via presentations 

from both the CBRT and visiting representatives. Then a 
workshop on change experiences of participant countries 
was held. Challenges and success factors in corporate 
transformation projects were studied through real-life 
examples.

Final Words on HR Seminar

The seminar received remarkable positive feedback from 
represented countries with regard to the participative and 
productive atmosphere of the sessions, as well as the CBRT 
hospitality and the opportunity to make connections for 
further collaboration.

Seminars

The İMB organized four seminars during the first half of the 
year (there are 10 seminars scheduled for the second half of 
the year, listed at the end of this bulletin).

Internal Audit Practices at Central Banks 
Seminar

The İMB had its second “Internal Audit Practices at Central 
Banks” seminar on April, 17-20. This 4-day seminar covered 
issues on devising the audit universe, annual audit plan, 
audit cycle, reporting (parts and scope of an internal audit 
report, reporting of significant audit findings to the top 
management) along with IT audits in the CBRT. The seminar 
was conducted in an interactive fashion thereby providing 
a good platform for all participants to share their own 
experiences with peer auditors. A total of 23 participants 
from central banks and related policy institutions of 18 
countries attended the seminar. Senior auditors from the 
Audit Department of the CBRT executed the seminar 
program. Also, Afghanistan, Albania, Kyrgyzstan, Nepal, 
Pakistan, South Korea, Sudan, Turkish Republic of Northern 
Cyprus and Zimbabwe shared their experiences on internal 
audit function and other  topics related to internal control, 
risk management system and quality assurance. 

Financial Stability, Financial Crises and 
Monetary Policy Seminar

In the “Financial Stability, Financial Crises and Monetary 
Policy” seminar, experts from the CBRT shared their 
knowledge and experience on macroprudential policy 
framework and tools, exchange rate regimes, financial 
stability and the Turkish experience in monetary and 
macroprudential policy. Six participants from different 
countries presented their countries’ experiences. The 
seminar also focused on the overview of crises and 
macro-financial linkages, financial stability monitoring and 
assessment and capital flows and financial stability..
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Highlights From the “Financial Stability, 
Financial Crises and Monetary Policy” Seminar: 

The chart shows the co-movement between a 
median Turkish bank’s noncore liabilities ratio and 
capital inflows over GDP ratio for Turkey. It high-
lights the importance of capital flows, in particular 
banking flows, in linking international and domestic 
cycles via banks who can fund themselves in the 
international capital markets which are reflected 
in their higher non-core liability ratio. When credit 
is growing faster than the pool of available retail 
deposits, the bank turns to other sources of fund-
ing to support its credit growth. In the case of an 
emerging market like Turkey, this other source is 
the international capital market.

Balance of Payments and External Statistics 
Seminar

Offered for the fourth time this year, the  main  goal  of  
the  Balance of Payments (BOP) and External Statistics 
seminar  was  to  discuss  the  methodology  for  collecting  
and  compiling  external   sector   statistics   in   line   with   
internationally   accepted  standards,  along  with  the  
practice  in  Turkey (see İMB Bulletin Issue 6 for a detailed 
description). It  covered  the  underlying  concepts  of  
the  BOP  and  other  external  statistics  such  as  direct  
investment   statistics,   external   debt   statistics,   foreign   
trade   statistics,   and   international   reserves  statistics. 
International expert as well as CBRT officials and country 
representatives presented theoretical framework and 
practical issues. Unlike previous seminars, an “Open Forum” 
module was added to the program.  The  goal  of this 
forum was to discuss many practical issues and to promote 
exchange of  ideas  among  participants  with  a  special  
emphasis  on  the challenges in implementing international 
standards.

Sectoral Financial Accounts Seminar
The seminar on “Sectoral Financial Accounts” covered 
theoretical and methodological aspects of compiling 

financial accounts as well as their implementation. Key 
concepts, classifications and data sources, methodology 
and links with other macroeconomic statistics for each 
economic sector are covered by experts from the CBRT, 
Bank of Portugal and the European Central Bank. Uses of 
financial accounts for financial stability and guidelines for 
compilation are also discussed. Experts from the Turkish 
Statistical Agency presented non-financial accounts and link 
with financial accounts for Turkey. The participant from the 
Ministry of Finance presented the compilation process of 
Turkish Government Finance Statistics. In practice sessions, 
participants got familiar with classifying given financial 
instruments and economic sectors in line with international 
statistical standards. Moreover, representatives from Albania, 
Georgia, Indonesia and Nigeria shared their experiences.

Technical Cooperation Activities 

The İMB conducted various bilateral program with other 
central banks throughout the first half of 2017.  Some of these 
events originated from the Memorandum of Understanding 
(MoU) that was recently signed between the CBRT and 
Bank Indonesia. In March 2017, Bank Indonesia convened 
a Regional Statistical Seminar for Asian countries in Bali, 
Indonesia to discuss recent developments in central bank 
statistics. The workshop covered recent issues in monetary 
and financial statistics, business and credit registers, 
international and external statistics and challenges and 
opportunities for central bank statistics. Ms. Burcu Çakmak, 
Central Bank Expert from the Statistics Department, shared 
the CBRT’s experience on banking and other financial 
statistics in the workshop. 

In April 2017, Deputy Executive Director of the Research 
and Monetary Policy Department, Mustafa Faruk Aydın, 
shared the Turkish practice on managing the capital flows 
in another workshop based on the MoU, titled  “Central 
Bank Policy Mix: Issues, Challenges and Policies”. The 
opportunities and challenges posed by high and volatile 
capital flows and policy reaction of the CBRT were discussed 
in Mr. Aydın’s presentations. Presentations from different 
countries indicated that distinct country characteristics and 
fundamentals are important in understanding the channels 
through which capital flows affect domestic economies.

Again in April 2017, a technical cooperation event on 
Information Technologies (IT) Security took place between 
experts of the Central Bank of Azerbaijan and the CBRT. 
Two experts from Azerbaijan attended this program and 
experts from both banks shared their experiences on a 
wide spectrum of topics ranging from quality management 
in IT security to information security management, 
and vulnerability management. Meetings provided an 
environment conducive to fruitful discussions and both 
sides have benefited from the questions and ensuing 
discussions. 
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Research Seminars

Asset Prices and Transparency

The İMB hosted Cem Demiroğlu of Koç University for a 
research seminar titled “Bond Trade Transparency and 
the Informational Role of Credit Ratings”. The paper is 
linked to the hypothesis that securities prices convey 
and transmit information. As credit agencies also convey 
information regarding companies through their credit 
ratings, a natural question is how information gathered 
from these two sources interact strategically: Are they 
complements or substitutes? The answer to this question 
has different implications regarding the value of credit 
rating agencies (intermediaries) and regulations of bond 
trade (transparency of traded prices). 

This paper, using the introduction of Trade Reporting and 
Compliance Engine (TRACE) – which publicly disseminates 
over the counter bond transactions immediately after 
execution - empirically investigates this question. The 
main findings suggest that information in both channels 
are substitutes: Dissemination reduces the impact of credit 
rating downgrades on stock and bond prices.

Value of Integrating to Global Value Chains
During her visit to the İMB, Şirin Saraçoğlu from the Middle 
East Technical University gave a seminar titled “Participation 
of Turkey in Global Value Chains: An Analysis Based on 
World Input Output Database”.  Global value chain refers 
to the networks across geographies that are involved in 
production of goods and services. The presented research 
is concerned with the role of Turkey in the global value 
chain and the economic gains that come along.

Since the 1980s, Turkey went through a significant change 
in terms of its exports. Not only did its share in world 
exports rise from 0.14 percent to 0.85 percent, but also 
its composition shifted from traditionally labor-intensive 
sectors such as textile towards more technological products 
such as chemicals, metals and machinery equipment. This 
compositional shift implies that Turkey is also importing 
intermediate goods to produce these exports and hence it 
is better integrated to the global economy.

To quantify Turkey’s participation to the global value chains, 
this study uses World Input-Output database from 1995 to 

2011. The paper finds that the share of vertical specialization 
(imported goods used in production of exports) in Turkish 
manufacturing industry rose from 14 percent in 1990s to 
30 percent in 2007.  The rise is mostly driven by a change 
in export composition:  the share of low-tech products in 
exports has been declining while medium-tech products, 
which mostly use imports as intermediate goods, have 
been gaining weight in exports.   

Snapshot: Macroprudential Policy Use 
Intensity across Country Groups  

There has been an increasing use of macroprudential policies 
over time, particularly after the global financial crisis, as 
discussed in the Financial Stability, Financial Crises and 
Monetary Policy Seminar. As the Figure below illustrates, 
we observe an upward trend in the macroprudential 
policy stance for all income groups, which reveals that 
macroprudential instruments have been increasingly used 
to maintain financial stability. Emerging market countries 
have been the most frequent users of macroprudential 
policies, followed by developing countries. Advanced 
economies’ use of macroprudential policies has remained 
way below that of other income groups, as they have fewer 
swings in their financial cycles compared to countries in 
other income groups.

Cerutti et al. (2017) use IMF survey on Global Macroprudential 
Policy Instruments to form indexes for the use of 
macroprudential instruments. The survey data contains 
information on the use of 12 distinct macroprudential 
instruments for 119 countries. Whenever a country uses 
an instrument in a given year, the index takes the value of 
1, and 0 otherwise. The values are then aggregated first 
on the country level for each year to show the trend of 
macroprudential policy stance in each of the 119 countries. 
The figure on the left replicates Figure 1 in Cerutti et al. 
(2017), where the overall macroprudential policy index 
(MPI) is the average level of the index for all countries as 
well as by income groups. 

Figure: Mean Macroprudential Policy Index (MPI) 

Source: Cerutti et al. (2017)



DATESSEMINARS

Internal Audit Practices at Central Banks April 17 - 20

Balance of Payments and External Statistics April 25 - 28

Financial Stability, Financial Crises and Monetary Policy May 8 - 11

Sectoral Financial Accounts May 15 - 17

Payment Systems and Instruments September 11 - 14

Prudential Supervision of the Banking Sector and Macroprudential Regulations September 25 - 29

Survey Design and Implementation October 4 - 6

Foreign Exchange Reserve and Risk Management October 11 - 13

 7th International Seminar on Legal Aspects of Central Banking October 23 - 24

Financial Markets and Instruments October 23 - 26

Short-term Forecasting at Central Banks November 6 - 10

Cash Circulation Management November 20 - 23

Islamic Finance and Funding the Real Economy November 27 - 29

DATESWORKSHOPS

Human Resources Management at Central Banks March 22 - 24

16th Regional Payment Systems Workshop May 9 - 12

Monetary Policy Workshop May 22 - 25

Central Bank Policy Mix: Issues, Challenges and Policy Response October 16 - 20

Risk Management in Islamic Financial Institutions December 18 - 22

The İMB organizes activities in four main categories: seminars, workshops, 
customized and bilateral programs, and visiting programs.
The İMB will organize 13 seminars and 6 workshops in 2017.
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