
Presentation before the Planning and 
Budget Commission of the Grand National 

Assembly of Turkey 

Erdem Başçı 

Governer 

June 14, 2012 



Outline 

I. Global Economic Developments 

II. The New Policy Framework 

III. External Balance 

IV. Growth 

V. Inflation 

2 



GLOBAL ECONOMIC DEVELOPMENTS 
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Two Different Phase in Global Crisis 

1. Lehman Crisis: Global Effect 

 

2. European Debt Crisis: Selective Effect 
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Increase in Public Debt (2007-2011) 
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Average GDP Growth (2007-2011) 
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Increase in Unemployment Rate (2007-2011) 
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Housing Sector and the Global Crisis 
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Source: Bloomberg, CBRT. 

60

70

80

90

100

110

120

130

100

120

140

160

180

200

220

Case-Shiller Home Price Index

Spain Home Price Index (r.h.s.)

US and Spain 
(For US: January 2000=100, For Spain: 2005Q1=100) 

Home Price Indices 



10 

Source: Bloomberg, CBRT. 
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Source: Bloomberg, Banco de Espana, CBRT. 
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Turkey and US 

12 

GDP 
(Real, 2007=100) 

Unemployment 
(Percent) 

90

95

100

105

110

115 Turkey US

7

8

9

10

11

12

13

14

15

0

2

4

6

8

10

12
US Turkey (r.h.s.)

Source: IMF, WEO,  CBRT. Source: IMF, WEO,  CBRT. 



Turkey and UK 
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Turkey and Eurozone 
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Turkey and Japan 
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THE NEW POLICY FRAMEWORK 

16 



Against Excessive Credit Growth 

17 

Predominant Policy 

Before August 2011 Macroprudential Tightening 

After October 2011 Monetary Tightening 



Policies: Post-Lehman 
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Policies: Global Monetary Expansion 
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Policies: European Debt Crisis 
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Multiple Objectives, Multiple Instruments 
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Source: ISE, CBRT. 
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Source: CBRT. 
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Source: IMF WEO, Ministry of Development, CBRT. 
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Source: IMF WEO, Ministry of Development, CBRT. 
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Source: IMF WEO, Ministry of Development, CBRT. 
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Source: IMF WEO, Ministry of Development, CBRT. 
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Source: IMF WEO, Ministry of Development, CBRT. 
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EXTERNAL BALANCE 
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Source: CBRT. 
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Source: TurkStat, CBRT. 
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Source: CBRT. 
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Source: CBRT. 
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Source: CBRT. 
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Source: Bloomberg, CBRT. 
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Source: CBRT. 
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Source: CBRT. 

0

10000

20000

30000

40000

50000

60000

70000

80000

90000

100000

Reserves of the CBRT  
(FX and Gold, Million USD) 

CBRT International Reserves 

Latest observation: June 12, 2012  



38 

Source: CBRT. 
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Source: Bloomberg, CBRT. 
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Source:  CBRT. 

*Short-term capital movements are sum of banking and real sectors' short term net credit and deposits in banks.  

**Long-term capital movements are sum of banking and real sectors’ long term net credit and bonds issued by banks and the Treasury.  
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Source: Ministry of Development, CBRT. 
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GROWTH 
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Source: IMF WEO, TurkStat, CBRT. 
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Source: TurkStat, BLS, CBRT. 
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Source: TurkStat, BLS, CBRT. 
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Source: TurkStat, CBRT 
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Leading Indicators for Q2 
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Source: TurkStat, CBRT. 
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Source: TurkStat, CBRT. 
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INFLATION 

51 



52 

Source: Bloomberg, CBRT. 
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Inflation 
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 Source: CBRT. 
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Source: CBRT. 
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Structural Reforms 

 Increasing Domestic Savings 

• Sustaining Fiscal Discipline 

• Increasing Household and Firm Savings 

 Transition to government subsidized New Private Pension Scheme 

 Regulations on supporting insurance sector 

 Decreasing Foreign Dependence in Energy 
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Structural Reforms 

 Increasing competitiveness, diversity of goods and markets  

• New Incentive System 

• Input Provision Starategy (GİTES) 

• Diversifying export markets 

 Increasing the quality of financing 

• Encouraging long-term savings 

• Supporting corporate (firms and banks) bond issuance  

• Diversifying government debt instruments: Rent Certificates 

• Tax incentives for Private Participation Capital and Venture Capital Funds 
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Summary 

 Rebalancing between the domestic and external demand continues as 
envisaged. 

 

 The improvement in the current account that started after October 
2011 continues. 

 

 Growth will remain moderate throughout 2012. 

 

 Inflation, that has fallen remarkably in May, will decline significantly in 
the last quarter reaching to the levels of 6.5% by the end of 2012; and 
by mid 2013, it will reach to the target of 5%. 
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