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EmploymentEmploymentEmployment
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Current Account Deficit Current Account Deficit –– A Quick RecapA Quick Recap

Current account deficit has not Current account deficit has not been driven by fiscal expansion or monetary been driven by fiscal expansion or monetary 
looseningloosening but... but... 

High energy prices High energy prices 

PProductivityroductivity and private sector led growthand private sector led growth

SStrengthtrength of the currency of the currency via via increased confidence increased confidence 

DDespiteespite the strength of the currency and sluggish growth in Turkey’s mathe strength of the currency and sluggish growth in Turkey’s main export in export 
market, Europemarket, Europe,, exports more than doubled during the last three years showing exports more than doubled during the last three years showing 
the continuation of competitiveness mainly due to...the continuation of competitiveness mainly due to...

PProductivityroductivity gainsgains

IIncomencome policies in line with inflation policies in line with inflation 

Falling real interest ratesFalling real interest rates

The quality of financing has been improving...The quality of financing has been improving...
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Breakdown of Imports with respect to Economic
Classifications (billion USD)
Breakdown of ImportBreakdown of Importss with respect to Economicwith respect to Economic
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Intermediate Goods’ Import and Oil PricesIntermediate GoodsIntermediate Goods’’ Import and Oil PricesImport and Oil Prices
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Exports (billion USD)ExportExportss (billion (billion USDUSD))
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Tourism Revenues (billion USD)Tourism Revenues (billion Tourism Revenues (billion USDUSD))
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Balance of Payments (million USD)Balance of Payments (million USD)Balance of Payments (million USD)

5,6695,6691,4271,427905905Equity Securities
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Foreign Direct Investment (billion USD)Foreign Direct InvestmentForeign Direct Investment (billion USD)(billion USD)
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Non-Banking Private Sector’s Net External Financing for 
Trade and Investment (billion USD)
NonNon--Banking Private SectorBanking Private Sector’’s s Net Net External Financing for External Financing for 
Trade and InvestmentTrade and Investment (billion (billion USDUSD))
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Central Bank’s Gross Foreign Reserves (billion USD)Central Bank’s Gross Foreign Reserves (billion Central Bank’s Gross Foreign Reserves (billion USDUSD))
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1818Current Account Deficit Current Account Deficit ––
Factors need to be considered...Factors need to be considered...

Further tightening of fiscal policies Further tightening of fiscal policies 

Commitment to sound policies and structural reforms Commitment to sound policies and structural reforms 

Floating exchange rate regimeFloating exchange rate regime

Strong financial sector Strong financial sector 
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Rising Financial Intermediation Rising Financial Intermediation 
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FISCAL POLICY &        

DEBT MANAGEMENT

FISCAL POLICY &        FISCAL POLICY &        

DEBTDEBT MANAGEMENTMANAGEMENT
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Main Targets in Debt ManagementMain Targets Main Targets iin Debt Managementn Debt Management

Lowering Debt BurdenLowering Debt Burden

Lowering Sensitivity of Debt Stock to RisksLowering Sensitivity of Debt Stock to Risks

Main Instrument: Fiscal DisciplineMain Instrument: Fiscal Discipline
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Spread Comparisons in Emerging MarketsSpread Comparisons in Emerging MarketsSpread Comparisons in Emerging Markets
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Turkey offers liquidityTurkey offers liquidityTurkey offers liquidity
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Turkey offers liquidityTurkey offers liquidity

Top Traded EM Sovereign Bonds
(billion USD) 

Top Traded EM Sovereign Bonds
(billion USD) 

Turkey Eurobonds Trading Volume
vs. Asia Comparables (billion USD) 
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(*) Provisional

Currency and Interest Structure of Central Government Gross 
Debt Stock
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FinancingFinancing ProgramProgram

77.1%89.4%Total Domestic Rollover Ratio
111.4149.6Domestic Borrowing

2.50.4Other
6.83.3International Institutions
7.58.6Bond Issues

16.712.3External Borrowing
128.1161.9Total Borrowing

0.0-9.6Use of Cash Account

3.10.4Collections from Receivables
7.03.6Privatization Revenues

30.232.2Primary Surplus
40.236.2Financing Other Than Borrowing

168.4188.6II- FINANCING
6.46.3Interest

17.414.9Principal
23.821.1External Debt Service
35.739.2Interest

108.8128.2Principal
144.5167.4Domestic Debt Service
168.4188.6I- TOTAL DEBT SERVICE

2006
Program

2005
Realization

(billion YTL) *

(*) Cash basis
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Improving Credit RatingImproving Credit Rating
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Rating
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New TL Denominated Eurobond Issuances of Foreign Institutions
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Cumulative 70 1.350 3.275 4.625 4.960 5.035 5.215 5.695 6.130 6.580 7.400 7.845 8.145 9.035 9.940 10.560
Dollar Equivalance (**) 51 1.002 2.472 3.524 3.772 3.826 3.959 4.319 4.645 4.982 5.587 5.916 6.139 6.808 7.490 7.962
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(**) Calculated using Central Bank’s benchmark foreign exchange rates at the date of announcement for issuance (million USD)

(*) As of March 28, 2006 – Source : Reuters
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Portfolio Preference               Portfolio Preference               
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PROSPECTSPROSPECTSPROSPECTS
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Main Targets for 2006-2008 Period

Maintaining Macroeconomic Stability and High PerformanceMaintaining Macroeconomic Stability and High Performance

•• Sustainable High Growth Sustainable High Growth (GNP Growth of 5% and Current(GNP Growth of 5% and Current
Account/GDP Ratio around 5Account/GDP Ratio around 5--6%)6%)

•• Further progress to meetFurther progress to meet Maastricht Criteria for Inflation and Maastricht Criteria for Inflation and 
Public Debt StockPublic Debt Stock (Reducing inflation to 4% and Net Debt/GNP (Reducing inflation to 4% and Net Debt/GNP 
ratio by at least 10 percentage points by 2008) ratio by at least 10 percentage points by 2008) 

•• Increasing Employment and ProductivityIncreasing Employment and Productivity

Maintaining Structural Reforms for Increasing Flexibility in Maintaining Structural Reforms for Increasing Flexibility in 
the Economy and Improving Competitivenessthe Economy and Improving Competitiveness

Further StrengtheningFurther Strengthening Private Sector’s Role in the EconomyPrivate Sector’s Role in the Economy
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Structural ReformsStructural ReformsStructural Reforms

Bringing Bringing regulatregulatory and supervisory framework more in line with best ory and supervisory framework more in line with best 
practices practices (New (New Banking Law)Banking Law)
AAccelerating the process of private sector participation in Stateccelerating the process of private sector participation in State BanksBanks
AAdopting and implementing a more efficient asset resolution framedopting and implementing a more efficient asset resolution framework work by by 
SDIFSDIF

Banking Sector Reform:Banking Sector Reform:

Social Security Reform:Social Security Reform:
Reforming the existing pension schemes through parametric and   Reforming the existing pension schemes through parametric and   
institutional changesinstitutional changes
IntroducingIntroducing a a universaluniversal health insurance systemhealth insurance system
UniUnifying the differentfying the different social security institutionssocial security institutions under one umbrellaunder one umbrella

Both draft laws already passed from the Parliamentary CommissionBoth draft laws already passed from the Parliamentary Commission
Tax Reform:Tax Reform:
Revenue AdministrationRevenue Administration ReformReform
Reforming tax system to Reforming tax system to createcreate a simple, transparent and stable a simple, transparent and stable taxtax
structurstructuree

PIT (introducing parametric changes) draft law passed from the 
Parliament
CIT draft law is being discussed in the Parliament
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Increasing Private Sector’s Role in the EconomyIncreasing Private Sector’s Role in the Economy

Improving the investment environment both for domestic Improving the investment environment both for domestic 
and foreign investorsand foreign investors

•• Continuously reviewing and developing implementations Continuously reviewing and developing implementations 
that have an impact on investment environmentthat have an impact on investment environment
•• AActivective Investment Promotion StrategyInvestment Promotion Strategy

PrivatizationPrivatization
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EU ACCESSION NEGOTIATIONSEU ACCESSION NEGOTIATIONS

October 3, 2005October 3, 2005

Turkey started accession negotiations  Turkey started accession negotiations  

As of March 22, 2006As of March 22, 2006

Number of Chapters, of which the screening process completed: 14

Number of Chapters, of which the screening process continuing:  3

Total: 17

Number of Chapters, of which the screening process completed: 14

Number of Chapters, of which the screening process continuing:  3

Total: 17

As of October  2006As of October  2006

Screening of all (35) Chapters are expected to be completed Screening of all (35) Chapters are expected to be completed 

Negotiations on the “science and research” and “education” chapters are 
expected to be launched soon 


