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Share of EMEs in the world GDP has been increa

Shares in the World GDP
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Both stock and flow balances in EMESs are better than those of 4

Growth prospects are better.
Unemployment rates in G7 are higher.

Stock balances (Public debt/GDP etc.) are better.

Risk premia are better.
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Policy space and effectiveness in EMESs are bigger than those of

Close to zero effective rates in ACs

Constraints to QE policies in ACs (collateral etc.)

High budget deficit and debt stock

Low macroprudential buffers
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The impact of transmission channels has been weaken

Trade Channel: Increased trade between EM

Financing Channel: Buffers such as FX reserves,
CCSs and collateral agreements

Expectation Channel: Policy Coordination in EMES
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Public Debt Stock
(% of GDP
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Currency Composition
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Housing (Mortgage) Loans
(% of GDP)
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Banking sector capital base presents a healthy outlo

Capital Adequacy Ratio Financial Soundness of the Banking
(as of 2011 Q4, %) Sector(%)
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NPL Ratios Financial Soundness of the Banking

(as of 2011 Q4, %) Sector(%)
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FX position of households presents a healthy outlog

Real Sector FX Assets and Liabilities Net FX Positions
(%) (Cumulative Figures, Billion USD)
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Export diversification continues

Export Diversification
(Yearly % contribution)
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Exchange rate volatility is low compared to Major EME

Implied Volatility: Major EM Countries vs. Turkey
(12-month, %)
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Interest rate volatility is also low compared to Major EME

Implied Volatility: Major EM Countries vs. Turkey

(benchmark rates, standard deviation, 208y moving window)
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Rich Monetary Framework

Aggregate Demand Management + Liquidity Management

INSTRUMENTS KEY INDICATORS OBJECTIVES
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Markets consider Turkey as an investment grade coun

CDS Rates
(5Y, January 29, 2009=0)

1500
= Brazil
= Turkey
1200 Spain
— |taly

900 === Mexico
= Portugal

600 —lreland
= Belgium

Indonesia
300

0
-300
-600

0"’\& o“‘\& 6\\& '\9\& 0“’\\9 0“\\9 6\\\9 \9\\9 0"’\\:\, 0“‘\0 6\\\:\, '\9\\:\/ 0\,\'\'," 0“\0 6\\0
Source: Bloomberg, CBRT. Latest Observations: October 1, 2012.

ﬁ TURKIYE CUMHURIYET 20
B MERKEZ BANKASI




Anchored inflation expectations indicate effective monetary polig

Medium Term Inflation Expectations
(%)
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MONETARY POLICY RESPONSE AGAINS
GLOBAL CHALLENGES




Policy Rates in Advanced Economies Liabilities of Major Central Banks

(%) (% of GDP)
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Capital Inflows to Emerging Markets

(Billion USD)
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Sources of Volatility

U EZ Problems
U Results of QE Policies
U Risks on energy prices

U US and China growth
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Main financial stability concern in 2010 was the current account bala

Current Account Balance

(Seasonally Adjusted, Quarterly Average, MilliiSD)
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A Current account (CA) deficit widened Signiﬁcantly *Shortterm capital movementsare sum of bankingand real sectors'short term

A

In contrast to precrisis episodes, most of CA defici

was financed by shotterm capital flows
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Credit growth was very strong

Total Loan Growth Rates
(13Week m.a., Annualized, FX Adjusted, Perdent

Credit Change and CA Deficit / GDP
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A Credit growth was very strong
A Positive correlation between credit growth and CA deficit
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Monetary policy aimed to establish rebalancin

Rising current account deficit
financed by portfolio and short term capital inflows

have increased the risk of a sudden stop

Engineering a softanding without hampering the
primary objective of price stability
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Rich monetary policy framework employed against global ris

Predominant Policy

Before August 2011 MacroprudentialTightening

After October 2011 Monetary Tightening
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Interest rate corridor, OMO and RRR were used activ

Interest Rate Corridor
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Reserve Requirements
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Reserve Option Coefficient is introduced as an automatic stabili

Automatic Stabilizer

Excess Reservep
Coefficient
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Deceleration in loan growth has been achieve

Consumer Loan Growth Rates Total Loan Growth Rate
(13Week M.A., Annualized, FX Adjusted, Percent) (13-WeekM.A., Annualized FX Adjusted, Percent)
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Domestic demand grows at a moderate pac

Final Domestic Demand and Exports
(Seasonally Adjusted, 2008Q1=100)

115 -
110 - == EXport —=Final Domestic Demand
105 -
100 -
95 -
90 -

85 -

80 -

75 -

70
112 alel1]2/3la 1i2lalaalzlalaa]z]ala1]zlale1]2/3]4 12

2005 2006 2007 2008 2009 2010 2011 2012

Source: CBRTurkstat

BB VERKE S SANRAS
B MERKEZ BANKASI



Employment continues to increast
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i Increasing Domestic Savings
A Sustaining Fiscal Discipline

A Increasing Household and Firm Savings
v Transition to government subsidized New Private Pension Scheme

v Regulations on supporting insurance sector

i Decreasing Foreign Dependence in Energy
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..In both structural and conjunctural aspect

i Increasing competitiveness, diversity of goods and markets
A New Incentive System
A LYLdzi t NP@GAAAZY {0ONFYOGS3Ieé oDT¢9{0
A Diversifying export markets

i Increasing the quality of financing

A Encouraging lonrgerm savings
A Supporting corporate (firms and banks) bond issuance
A Diversifying government debt instruments: Rent Certificates

A Tax incentives for Private Participation Capital and Venture Capital Funds
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