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3DVW

Turkish Economy
Since the crisis in 2001, economic policies have

- brought macroeconomic stability; 

- changed the dynamics of the economy:

7KH�7XUNLVK�HFRQRP\�LV�IDU�IURP�WKH�ZHDNQHVVHV�RI�WKH�SDVW�
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As of March 2005; lowest annual CPI figure 

for the last ���\HDUV

2002 January:

73.2 %

6LJQLILFDQW�SURJUHVV�KDV�EHHQ�
DFKLHYHG�LQ�WKH�GLVLQIODWLRQ�SURFHVV�

6LJQLILFDQW�SURJUHVV�KDV�EHHQ�
DFKLHYHG�LQ�WKH�GLVLQIODWLRQ�SURFHVV�

Inflation

*  2005 inflation has been calculated with the 2003=100 index. 
* *  2006 and 2007: Program targets.
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2005 2006* * 2007* *
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CPI Targets

CONSUMER PRICE INFLATION *

(Annual Percentage Change)

Source: State Institute of Statistics (SIS)

%

2005 March: 

7.94 %
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9 'HOD\HG�HIIHFWV�RI�DSSUHFLDWLRQ�RI�75<�
- Positive effects on durable goods prices.

9 )RRG�DQG�FORWKLQJ�SULFHV��
- Lower than the CPI in last three months;
- A slight increase expected in April due to seasonality.

9 &RQWLQXHG�UHFRYHU\�LQ�GHPDQG��XQGHU�FRQWURO��
- Constrained the upward pressure on prices. 

9 6XSSO\�GHPDQG�JDS�LV�QRW�H[SHFWHG�WR�FORVH�LQ�
WKH�QHDU�IXWXUH�
9 +LJK�RLO��QDWXUDO�JDV�DQG�JDVROLQH�SULFHV�LQ�WKH�
ZRUOG�

- Housing /  transport prices; above the CPI.
- May have further effects in April. 

9 7KRXJK�GLPLQLVKLQJ��FRQWLQXLQJ�SULFH�ULJLGLWLHV�LQ�
WKH�VHUYLFHV�VHFWRU�

- Above the CPI; hotel /  restaurant prices.

Inflation
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&3,��-DQXDU\�± 0DUFK������
)LUVW���PRQWKV�FXPXODWLYH����������KLVWRULFDO�ORZ�

Annual: 7.94 %

2005 2006* * 2007* *

��� ��� ���

CPI Targets

CONSUMER PRICE INFLATION *

(Annual Percentage Change)

*  2005 inflation has been calculated with the 2003=100 index. 
* *  2006 and 2007: Program targets.

%

9 7KH�&3,V�KDYLQJ�VSHFLILHG�FRYHUDJHV�
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CPI-specified coverage 1

CPI-specified coverage 2

CONSUMER PRICE INFLATION – SPECIFIED 
COVERAGES

(Annual Percentage Change)

Source: SIS

CPI-specified coverage 1 excludes: Energy, administered prices and indirect taxes
CPI-specified coverage 2 excludes: 1 and unprocessed food products

%

9 )LJXUHV�LQ�4��PD\�EH�KLJKHU�WKDQ�4��
&3,�VKRZV�D�GRZQZDUG�WUHQG��
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9 ,QGXVWULDO�VHFWRU�SULFHV�DUH�GULYLQJ�33,�XS�
- High increase in manufacturing sector prices.

- The developments in oil prices exert pressure; expected 
to continue to have pressure as oil prices stay high in the 
world market.

- Increase in energy prices is limited, but; sensitivity of 
natural gas and electricity prices to oil prices should be 
taken into account.

� 2Q�WKH�RWKHU�KDQG� contrary to increase in the world 
market; basic metal prices declined in the domestic 
market thanks to appreciation of TRY.

Inflation

0

5

10

15

20

25

30

35

01
- 0

4
02

- 0
4

03
- 0

4
04

- 0
4

05
- 0

4
06

- 0
4

07
- 0

4
08

- 0
4

09
- 0

4
10

- 0
4

11
- 0

4
12

- 0
4

01
- 0

5
02

- 0
5

03
- 0

5

PRODUCER PRICE INFLATION 
(Annual Percentage Change)

33,�� $*5,&8/785(

33,

33,�� ,1'8675<

Source: SIS

%

33,��-DQXDU\�� 0DUFK������
)LUVW���PRQWKV�FXPXODWLYH���������

Annual: 11.3 %

Volatility in PPI 
is possible.

PPI is more sensitive 
to exchange rates and 
raw material prices

33,�LV�QRW�D�WDUJHW�
* I t is calculated by geometric mean.

9 ,QFUHDVH�LQ�DJULFXOWXULDO�SULFHV�ZHUH�
EHORZ�33,�

- Volatility in agriculture prices decreased due to 
calculations in the new index* .
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What Caused Lower Inflation?

�� (IIHFWLYH�FRPPXQLFDWLRQ�SROLF\�
DW�WKH�FHQWHU�RI�WKH�&%7¶V�SROLFLHV

Successful management of expectations
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REAL WAGES AND PRODUCTIVITY

�� 3URGXFWLYLW\�LQFUHDVH��OHYHO�RI�
UHDO�ZDJHV��
May not help in 2005 as much as they did before

�� ,QFRPHV�SROLF\��PRUH�RU�OHVV�
FRQVLVWHQW�ZLWK�WKH�WDUJHW
�� $SSUHFLDWLRQ�RI�WKH�OLUD�
To what extent?

�� &HQWUDO�%DQN�LQGHSHQGHQFH
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8 %

YEAR END INFLATION (CPI) EXPECTATIONS
(As of April 2005)

4.9 Points 
Credibility Gap

%

13.3 Points  
Credibility Gap

1.1 Points 
Credibility Gap

Target 12 %

0.4 Points
Credibility Gap

- Ongoing decline in inflation

- Effective communication 

policy

- Increasing credibility

Inflation dynamics have changed 
significantly and ensured VWHDG\�GHFOLQH

in inflation.  

Inflation dynamics have changed 
significantly and ensured VWHDG\�GHFOLQH

in inflation.  

�� 'HFUHDVLQJ�,QIODWLRQ�,QHUWLD

Changing Dynamics of Inflation

Changing DynamicsChanging Dynamics

Source: CBRT

Structural 

breakdown in 

inflation inertia 

April 2005: Expectations are below the target.

2002 2003 2004 2005
13.3      4.9        1.1        0.4        

&UHGLELOLW\�*DS��([SHFWDWLRQV���7DUJHW�

,QIODWLRQ�WDUJHW�LV�QRZ�D�
PRUH�FUHGLEOH�DQFKRU�
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�� 7KH�YRODWLOLW\�RI�LQIODWLRQ�KDV�
GHFOLQHG�

9 Inflation volatility, an obvious obstacle to the 
predictability of inflation, decreased remarkably.

2001: 2.07 % 2004: 0.71 %

Volatility: 12 month moving standard deviation of the annualized percentage change.

VOLATILITY OF INFLATION RATE%

Changing Dynamics of Inflation

Source: CBRT

�� &KDQJLQJ�FRQVXPHU�DQG�SURGXFHU�
EHKDYLRU

9 Consumers check out prices and quality; hence 
competition increases.

9 Producers control their costs and put efforts to 
increase productivity.

�� ([FKDQJH�UDWH�SDVV�WKURXJK�HIIHFW�
LV�ZHDNHU�

9 The pass-through effect is weaker and more 
lagged compared to the high inflation period.

9 1HZ�&3,�EDVNHW� The weight of tradable goods 
is higher, the pass-through effect became stronger, 
but its trend continues to be downward.
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�� 5HIRUP�IDWLJXH

�� 7LJKW�ILVFDO�DQG�PRQHWDU\�SROLF\

�� ,QFRPHV�SROLF\�PRUH�RU�OHVV�FRQVLVWHQW�ZLWK�WKH�WDUJHW

�� ([WHUQDO�VKRFNV��e.g. EU, liquidity conditions in international capital markets

�� 0DQDJLQJ�H[SHFWDWLRQV

�� $JULFXOWXUDO��HQHUJ\�DQG�UDZ�PDWHULDO�SULFHV

�� 3XEOLF�SULFH�DGMXVWPHQWV�QRW�LQ�OLQH�ZLWK�WDUJHWHG�LQIODWLRQ

Risks

�� 6WHDG\�UHFRYHU\�LQ�GRPHVWLF�GHPDQG
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Turkish economy has been experiencing KLJK�
JURZWK�UDWHV�VLQFH������

Turkish economy has been experiencing KLJK�
JURZWK�UDWHV�VLQFH������

Growth
GNP GROWTH RATE%

9 Economy grew by ���� � in real terms FRPSDUHG�
WR�������
9 *URZWK LQ �����������; one of the highest
growth rates in the world

- ,Q�WKH�ILUVW�KDOI, durable goods 
consumption increased considerably.

- 6HFRQG�KDOI��relative slowdown;

¾ Q4; seasonally adjusted private consumption and 
total domestic demand decreased.

� Durable goods consumption declined. 

� Semi-durable and non-durable goods consumption 
relatively increased.

Growth 
forecasts: 5 %
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CBT-COMPOSITE LEADING INDICATOR (Cycles)  AND 
REAL SECTOR CONFIDENCE INDEX

Real Sector 
Confidence Index

CBT- Leading

Source: CBRT
Above 100 indicates increase in confidence

9 ,Q������ domestic demand will follow a rather 
smooth and limited rise compared to the first half of 
the last year.

9 Consumer confidence indices and other demand 
indicators show smooth rise in economic activity as 
well. Not a recession.
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IDOOLQJ�

Today’s growth dynamics are 

different from the past:

Today’s growth dynamics are 

different from the past:

INFLATION AND GROWTH TRENDS IN TURKEY 
(1985-2004)

*URZWK��ULJKW�D[LV�

,QIODWLRQ��OHIW�D[LV�

Trend lines; y= a+ bx+ cx2. x= years, y= growth or inflation.

%%

Changing Dynamics of Growth

���3URGXFWLYLW\�LV�WKH�PDLQ�
VRXUFH�RI�HFRQRPLF�JURZWK�

9 Highest contribution to growth came 

from the increase in productivity. 

9 Cumulative productivity increase has 

been around 26 % since 2001. 

9 Structural reforms can further boost 

productivity growth and help it spread to 

all sectors.
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Changing Dynamics of Growth
CONSOLIDATED BUDGET BALANCE AND PRIMARY SURPLUS  (% GNP)

AND GNP GROWTH 

Con. budget primary surplus

Con. budget balance

Source: Ministry of Finance; SIS, *  forecast
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Source: Treasury, CBRT, Expected real interest rate is of March for the year 2005.

9 The QHW�GHEW�VWRFN of the public sector 
is on a GRZQZDUG path. 

9 Together with decreasing fragility of the 
economy, expected UHDO�LQWHUHVW�UDWHV

are coming GRZQ�
9 This process played a major role in 
changing the public sector-led growth
model, via reducing the weight of the 
public sector in the economy. 

9 The PDLQ�VRXUFH of growth is QR�
ORQJHU�WKH�SXEOLF�VHFWRU�

���7LJKW�ILVFDO�SROLF\�DIIHFWV�
H[SHFWDWLRQV�IDYRUDEO\��

VWLPXODWHV�JURZWK�
9 With tight fiscal policy;

- Very high levels of primary surplus were 

attained in the 2002-2004 period. Target for 

2005; 6.5 % to be continued.

- Consolidated budget deficit decreases 

considerably.

*URZWK
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���*URZWK�LV�QRZ�GULYHQ�E\��
WKH�SULYDWH�VHFWRU�

9 While the private sector consumption 

and investment expenditures increase at 

high rates, consumption and investment 

expenditures of the public sector are 

decreasing.

Source: SIS

Changing Dynamics of Growth
CONSUMPTION*

3ULYDWH

3XEOLF

3ULYDWH

3XEOLF

���([SRUWV�FRQWULEXWH�WR�
HFRQRPLF�JURZWK�ZLWK�DQ�

LQFUHDVLQJ�VKDUH�
9 Very high growth rates in exports were 

attained in the last three years.

9 Average growth rate for the last two 

years: 30 %.0
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EXPORTS’ GROWTH  RATES

Source: WB; SIS
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COMPOSITION OF EXTERNAL TRADE 
(Annually cumulative, as of February 2005)
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ratio 
9 ,PSRUWV of intermediate and capital goods 

have the largest share in total imports.

Imports are directed to production 

and exports.

9 ([SRUWV are well diversified and mainly 

made up of finished and semi-finished goods.
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% Index 

Source: SIS

9 Since 2001, Turkey’s total foreign trade 

volume has increased by 120 % and reached 

USD 160 bio in 2004.

The total volume of trade is expected to be USD

180 bio in 2005.

The Turkish economy is now PRUH�
LQWHJUDWHG with the world economy, 
giving rise to a PRUH�FRPSHWLWLYH

environment in the economy.

The Turkish economy is now PRUH�
LQWHJUDWHG with the world economy, 
giving rise to a PRUH�FRPSHWLWLYH

environment in the economy.

Changing Dynamics of Growth
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9 Also the VWUXFWXUH of labor market has 

XQGHUJRQH�WUDQVIRUPDWLRQ�
- Sectoral composition of employment has changed.

- The capacity of the private sector in creating new jobs is 
now higher than that of the public sector.

9 /DERU�PDUNHW�RULHQWHG�UHJXODWLRQV�LQWHQGHG�
WR�UHGXFH�WKH�VL]H�RI�XQUHJLVWHUHG�HFRQRP\��
HGXFDWLRQDO�SROLFLHV and )',�LQIORZ will 
contribute to the achievement of VXVWDLQDEOH�
HPSOR\PHQW��

Source: ISKUR
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Changing Dynamics of Growth
EMPLOYMENT-2004* (annual % change)

Source: European Commission forecasts. *  Except Turkey 

%

9 Despite high growth rates since 2002, MREOHVV�
UHFRYHU\: Why?

- transition to a capital intensive structure

- productivity-driven growth

- increasing labor force participation rate

9 However, Turkey’s employment SHUIRUPDQFH
is EHWWHU than the new EU members and 

candidates.
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9 In 2004, economic JURZWK has been DERYH
the program IRUHFDVW of 5 %.

Higher than estimated current account deficit.

GROWTH AND CURRENT ACCOUNT BALANCEmillion USD %

*'3�*URZWK��5LJKW�$[LV�

&XUUHQW�$FFRXQW�
%DODQFH��/HIW�$[LV�

Source: SIS, CBRT

Current AccountCurrent Account

Changing Dynamics; Current Account
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Growth

Current account deficit/GNP

GROWTH AND CURRENT ACCOUNT DEFICIT (2004* )%

*  Forecast except Turkey
Source: Citigroup Global Markets

&XUUHQW�$FFRXQW�*'3�IRUHFDVWV G G�
2005 -3.7 %

2006 -3.4 %

2007 -3.0 %

* *  Pre-Accession Economic Program

9 But, deeper commercial and financial 

integration into the world facilitates the 

sustainability of higher -compared to the past-

current account deficits in countries that 

achieved macroeconomic stability.
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1. &DXVHV�RI�FXUUHQW�DFFRXQW�GHILFLWV�
Current Account =  T. Domestic Savings – T. Domestic Investment

In Turkey: Total domestic investment higher  

than total domestic savings

TOTAL DOMESTIC INVESTMENT AND  
TOTAL DOMESTIC SAVINGS (Real Values)billion TRY

Total Domestic 
Investment

Total Domestic 
Savings

Public 
Savings

3DVW�DQG�SUHVHQW��:KDW�LV�
GLIIHUHQW�QRZ"

3DVW�DQG�SUHVHQW��:KDW�LV�
GLIIHUHQW�QRZ"

Changing Dynamics; Current Account

9 +RZHYHU��WRGD\ both total domestic investment 
and total domestic savings are increasing.

- Tight 
fiscal policy

Increase in 
public savings

Increase in total 
domestic savings

Source: SIS, CBRT

9 &XUUHQW�DFFRXQW�GHILFLW now due to domestic 
investment increasing more rapidly than domestic 
savings.

9 %HIRUH�WKH������FULVLV� trends of both total 

domestic investment and savings were declining. 

- Main factors that led to decrease in domestic savings 
were loose fiscal policies and rising budget deficits.

7KH�GULYLQJ�IRUFHV�RI�WKH�FXUUHQW�DFFRXQW�
GHILFLW�DUH�GLIIHUHQW�IURP�WKH�SDVW�
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���)RUHLJQ�H[FKDQJH�UHVHUYHV�DUH�DW�
UHFRUG�KLJK�OHYHOV�
�� 7LJKW�PRQHWDU\�DQG�ILVFDO�SROLFLHV�DUH�
SXW�LQWR�SUDFWLFH�
�� /RZHU�LQIODWLRQ�HQYLURQPHQW�

CBT’S FX RESERVES (Excl. Gold)million USD

Changing Dynamics; Current Account
3DVW�DQG�SUHVHQW��:KDW�LV�

GLIIHUHQW�QRZ"
3DVW�DQG�SUHVHQW��:KDW�LV�

GLIIHUHQW�QRZ"
���)ORDWLQJ�H[FKDQJH�UDWH�UHJLPH�

- Shock-absorbing characteristic. 

���6WURQJHU�EDQNLQJ�V\VWHP�
- The system has less open positions.

CBT’S  FX PURCHASES (cumulative)million USD
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�� 75< LV�QRW�NHSW�RYHUYDOXHG�
- CBT has purchased USD 22 billion since 

2002.

�� 6KRUW�WHUP�FDSLWDO�LQIORZV�DUH�QRW�
HQFRXUDJHG�

- Exchange rate risk is on the market. 

Source: CBRT
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Changing Dynamics; Current Account

bio USD bio USD

NON-BANKING SECTOR CREDITS AND IMPORTS OF 
CAPITAL GOODS

�� &KDQJLQJ�VWUXFWXUH�RI�WKH�FDSLWDO�DFFRXQW�

9 The main factor is the substantial increase in 

FUHGLW�XWLOL]DWLRQ�RI�WKH�QRQ�EDQNLQJ�VHFWRU;
40 % of total inflow:

- Share of commercial credits; 44 %

- Share of long term credits; 51 %

Credits are directed to imports of 

capital and intermediate goods.

9 Furthermore, improved domestic fundamentals,  

EU accession prospects brought about increase in 

portfolio investments.

,Q�������except the IMF credit and the changes 

in reserves, USD 22.8 billion net capital inflow. 

3DVW�DQG�SUHVHQW��:KDW�LV�
GLIIHUHQW�QRZ"

3DVW�DQG�SUHVHQW��:KDW�LV�
GLIIHUHQW�QRZ"

Source: SIS, CBRT
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Changing Dynamics; Current Account

9 /RQJ�WHUP�FDSLWDO*  reached its record high level.

9 )RUHLJQ�GLUHFW�LQYHVWPHQW began to increase, and     

it is expected to increase further;

- As structural reforms are put into practice,

- As the negotiation process between Turkey and the EU 

continues.

9 6KRUW�WHUP�FDSLWDO* *  inflows increased mainly 

because of the short-term banking sector credits. As 

the banking sector strengthens, the risk of short term 

capital inflows decreases.

���&KDQJLQJ�VWUXFWXUH�RI�WKH�FDSLWDO�DFFRXQW�
7KH�VKDUH�RI�WKH�ORQJ�WHUP�FDSLWDO��LQ�WRWDO�

FDSLWDO�LQIORZV�LQFUHDVHG�

3DVW�DQG�SUHVHQW��:KDW�LV�
GLIIHUHQW�QRZ"

3DVW�DQG�SUHVHQW��:KDW�LV�
GLIIHUHQW�QRZ"

Source: SIS, CBRT

*  Long term commercial credits, banking and other sectors long term credits.

Foreign Direct 
Investment (right axis)

Short-Term 
Capital (left axis)

Long-Term 
Capital (left axis)
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Changing Dynamics; Banking Sector

9 Very LPSRUWDQW and FRPSUHKHQVLYH�UHIRUPV
have been carried out in the sector.

- An independent body for monitoring and supervising 
has been established – BRSA.

- 3XEOLF�EDQNV have been UHVWUXFWXUHG both 
financially and operationally.

- The FDSLWDO�VWUXFWXUH of private banks have been 
VWUHQJKWHQHG�
- 5LVN�PDQDJHPHQW principles have been gradually 
put into practice.

Banking sector is much stronger now.Banking sector is much stronger now.

�� $�QHZ�/DZ�RQ�&UHGLW�,QVWLWXWLRQV
- Harmonization of Legal Framework with the EU Acquis 

�� 3ULYDWL]DWLRQ�RI�VWDWH�EDQNV�
�� 5HJXODWLRQ�DQG�VXSHUYLVLRQ�RI�QRQ�EDQN�
ILQDQFLDO�LQVWLWXWLRQV�
�� $�PRGHUQ�ULVN�PDQDJHPHQW�V\VWHP�IRU�FUHGLWV

:KDW�LV�RQ�WKH�DJHQGD�QRZ"
)LQDQFLDO�6HFWRU�5HIRUP�
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Source: CBRT

- Total volume of credit is increasing.

- Non-performing loan ratio is decreasing.

- Deposit maturities are longer.

9 Foreign investors become more 

interested in the sector. 

9 5HIRUP�SURFHVV is still under way.
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- 44 % of public sector’s debt is owed to international 
institutions such as the IMF and the World Bank.

H Turkey’s outstanding IMF loans including interest payments 
is about USD 22.5 billion mainly used for strenghtening the 

reserves and financing the government’s budget.

- And, 40 % of the private sector’s debt is workers’  
deposits kept at the CBT.

7KH�VWUXFWXUH of external debt stock 
is QRW�IUDJLOH��
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Total external debt/GNP (%) 

Short-term external debt/GNP (%) 

EXTERNAL DEBT /  GNP*%

External Debt
Turkey’s external debt stock is
USD 161.7 billion as of 2004

Turkey’s external debt stock is
USD 161.7 billion as of 2004

9 The ratio of total external debt to GNP is below 
those of all new EU members and candidate 

countries except Romania. 

9 This difference is more significant in the ratio of 
short-term external debt to GNP.

*  Turkey’s external debt: As of 2004, others: As of 2003.

Source: WB, CBRT

Source: CBRT

9 The PHGLXP�DQG�ORQJ�WHUP�H[WHUQDO�GHEW�
FRQVWLWXWH������RI�WKH�WRWDO�GHEW�VWRFN�

71 % 

29 %

the public sector

the private sector

of medium
and

long term debt

37.935 28.623
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On The Conduct Of Monetary Policy

General Framework of Monetary PolicyGeneral Framework of Monetary Policy

Committed to 

the floating 

exchange rate 

regime

Within the 

framework of 

price stability, the 

CBT VDIHJXDUGV�
ILQDQFLDO�

VWDELOLW\� as well.  

%DVLF�SROLF\�WRRO�
Short term interest rates

Based on inflation outlook only

Comprehensive information set to 

foresee the future course of 

inflation

,QIODWLRQ�WDUJHW

set by the Government and the CBT
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On The Conduct Of Monetary Policy
)URP�LPSOLFLW�WR�IXOO�IOHGJHG�LQIODWLRQ�WDUJHWLQJ)URP�LPSOLFLW�WR�IXOO�IOHGJHG�LQIODWLRQ�WDUJHWLQJ

$IWHU������&ULVLV�
9 ([FKDQJH�UDWH�DV�QRPLQDO�DQFKRU�

9 0RQHWDU\�WDUJHWLQJ

7KHUHIRUH; 

9 ,QIODWLRQ�WDUJHWLQJ

Not effective in high 
inflation environment

No credibility

�����
7UDQVLWLRQ�IURP�LPSOLFLW�,7�WR�

IXOO�IOHGJHG�,7
9 Enhancing the decision making 

process and institutional commitment

- Monetary Policy Committee (MPC) 

meetings are held on pre-set dates.

- Decisions regarding short-term 

interest rates are announced on the 

business day following the MPC 

meeting, including CBT’s evaluations 

on inflation outlook follow within the 

next two days.

Preconditions not fulfilled yet:
− Fiscal dominance
− Banking sector not strong enough 
− Necessity for more credibility
− Monetary policy not effective enough

������
)XOO�IOHGJHG�,7

9 More transparent and 

institutionalized decision 

making process 

- Interest rate decisions will be 

subject to vote in the MPC 

meetings.

- Summary of the MPC 

meetings will be published.

- Inflation forecasts will be 

published in quarterly 

Monetary Policy Report.

������ ����
Implicit inflation targeting
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9 Parallel to achievements in stability, both 

QRPLQDO�and UHDO�LQWHUHVW�UDWHV declined 

significantly in the last three years.

Towards Stability
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9 A significant LQFUHDVH is observed LQ�
DYHUDJH�PDWXULW\ of the Treasury issues.

- For the very first time, the Treasury is able to 

borrow at ILYH�\HDUV maturity in the domestic 

market.

- Thanks to longer maturity of the Treasury issues, 

\LHOG�FXUYH is getting sound. The shape of the 

yield curve, especially the long edge of the curve, 

indicates IDYRUDEOH�H[SHFWDWLRQV�10
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Towards Stability

Source: Bloomberg
*  As of April 12, 2005

basis point
EUROBOND SPREADS
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9 Turkish bonds performed better than 
emerging markets bond index.

9 Turkish (XURERQG�VSUHDGV have GURSSHG
by average ����EDVLV�SRLQWV since 2001.

- Foreign banks started issuing 1HZ�7XUNLVK�/LUD�
LQVWUXPHQWV up to 10 years of maturity.

¾ Total issue in New Turkish Lira has reached about 
86'�����ELOOLRQ.

- The New Turkish Lira is now included in operations 
in international clearing systems.

Source: Bloomberg

TOTAL ISSUES IN NEW TURKISH LIRAbillion TRY
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9 This is an indicator of the determination in 
bringing inflation to single-digit figures.

9 Following the currency reform, favorable 
developments in markets have been observed. 

&XUUHQF\�UHIRUP��
Six zeros were dropped from the 
currency as of January 1st, 2005.
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Towards Stability

9 &HQWUDO�%DQN�,QWHUYHQWLRQV

7R�GHFUHDVH� 7R�EXLOG�XS�
YRODWLOLW\� UHVHUYHV�

Floating Exchange Rate 
Regime

Floating Exchange Rate 
Regime

5

10

15

20

25

30

35

40

08-0
1

11-0
1

02-0
2

05-0
2

08-0
2

11-0
2

02-0
3

05-0
3

08-0
3

11-0
3

02-0
4

05-0
4

08-0
4

11-0
4

02-0
5

CBT INDICATIVE USD SELLING RATE VOLATILITY AND 
USD /  EUR CROSS RATE VOLATILITY

%

Volatility: 60 day moving standard deviation of the annualized daily percentage change

86'�75<�9RODWLOLW\(85���86'�9RODWLOLW\�

9 The volatility in the exchange 

rates is gradually decreasing.
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9 The volume of foreign exchange 

transactions has increased and market has 

deepened significantly for 3 years now.
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TURKEY CREDIT RATINGS

9 With improvement in macroeconomic 
and financial stability and therefore 

better investment environment, Turkey’s 

credit ratings from S&P have been 
gradually upgraded and Turkish ratings 
are expected to be upgraded further.

Towards Stability
9 7XUNLVK�'HULYDWLYHV�([FKDQJH�
(Turkdex) was granted permission in 

March 2004 and ODXQFKHG LQ�)HEUXDU\�
�����

9 The volume of transactions in Turkdex 

has been increasing gradually. 

9 Turkdex HQVXUHV�WR�KHGJH�ULVNV
resulting not only from H[FKDQJH�UDWH

volatility but also from volatility of  
LQWHUHVW�UDWH��VWRFN�PDUNHW�LQGH[ and 

prices of some FRPPRGLWLHV. 

9 The CBT gives utmost importance to 
development of these markets.

TRANSACTION VOLUME OF TURKISH DERIVATIVES EXCHANGEmillion TRY

Source: Turdex
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�� %DQNLQJ�6HFWRU�5HIRUP
�� 7D[�5HIRUP��

8QUHJLVWHUHG�(FRQRP\��������5HJLVWHUHG�(FRQRP\
�� 6RFLDO�6HFXULW\�5HIRUP
�� 4XDOLW\�RI�)LVFDO�$GMXVWPHQW�
�� 3XWWLQJ�WKH�3ULQFLSOHV�RI�*RRG�*RYHUQDQFH�LQWR�
3UDFWLFH
�� 6WHSV�WDNHQ�WR�LPSURYH�LQYHVWPHQW�FOLPDWH�

− )',�,QYHVWPHQW�/DZ��HQDFWHG�
− /DZ�RQ�WKH�3URWHFWLRQ�RI�,QWHOOHFWXDO�DQG�
,QGXVWULDO�3URSHUW\�5LJKWV��HQDFWHG�
− ,QYHVWPHQW�3URPRWLRQ�$JHQF\�/DZ��VXEPLWWHG�
− 6HFWRULDO�/LFHQFHV��GUDIWHG�

�� (FRQRPLF�3ROLF\�&RRUGLQDWLRQ�
- 'HYHORSPHQW�RI�VWUHDPOLQHG�GHFLVLRQ�PDNLQJ

Turkey; on its way to a sound 

macroeconomic environment WKDW
would ensure KLJK�DQG�

VXVWDLQDEOH�JURZWK�as well as

SULFH�VWDELOLW\�

Challenges Ahead 
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