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ForEwWORD

TUSIAD (Turkish Industrialisis’ and Businessmen’s Association . which
was founded in 1971, according io the rules laid by the Constitution
and in the Associations Act, is a non-governmental orpanisation
working for the public interest. Commiited 10 the  universal principals
of democracy and buman rights, fogether with the freedoms of
enterprise, belief and opinion, TUSIAD tries to foster the development of
a social struclhure which confirms to Atadirk’s principals and reforms,
and strives 1o fortify the concept of a democratic civil society and a
secudar state of law in Turkey, where the government primarily atiends
io its main functional duties,

TUSIAD aims at esiablishing the legal and institutional framework of
the market economy and ensuring the application of
internationally accepted busiiess ethics. TUSIAD believes in and works
Jor the idea of integration within the iniernational economic system, by
increasing ihe competitiveness of the Turkish industrial and services
sectors, thereby assuring itself of a well-defined and permanent place in
the economic arend,

TUSIAD supporis all the policies aimed at the establishment of a
liberal economic system which uses buman and natural resources move
efficiently by means of latest technological innovations and which irigs
to creale the proper conditions of for a permanent increase in
productivity and quality, thus enhancing competitiveness.

TUSIAD, in accordance with its mission and in the context of its
activities, initiales public debate by commuwnicating ils position
supported by scientific research on curreni issues.

The Turkish Economy 2000 was prepared by TUSIAD Fconomic
Research Depariment.

July 2000
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TABIEI- A

Main Feonomic Indicators

Units 1594

1995

1997

1998

1909

GNP Growth (at 1987 prices) % 6.1
Agriculmre A6

industry -5.7
Services -7

Population 1000 people 60,376

GNP Per Capita S 2,192

Gross Fixed Capital Investinent
Growth (at 1987 prices) O -15.9

Pubic -34.8
Private Be|

Final Consumption Growth

{at 1987 prices) 0%
Pubilic -3 5
Private 5.4

GNP Deflator U 10.7

Unemployment Rate
General 7.9
Urban 1]

i1
Rayral 51

inflation {12 Months Average) %

Wholesale Prices Index 1206
Consumer Prices Index 106.3

Public Sector Balance {over GNP %

Public Sector Deficn 79
Cons. Budger Deficit 39
SEE 1.4
Other 2.5

Consolidated Budger
Revenues 733
Expendiures BYH
Defickt 146

st

Trithon T

Outstanding Domestic Debt Trillion TL

Covernment Bongds 255
Traesury Bills 304
Government Debt Securities 44
8 advances 122
Parity Difference 133
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TABLET-B

Main Fconomic Indicators

LUnits 1994 199% 1996 1997 1998 1599 2000°

Compounded Interest Rate %

Anmual Weighted Average Had4 1218 132.8 H8.1 115.2 1088
Forelpn Exchange Rates e
(% change of average exchange rate)

USD 1708 4.0 75 6.5 716 G005 372

DM 1791 T27 G691 Bz H9.8 527 358
Monetary Aggregaies Y

Money in Circulation 886 935 578 B5.0 81.2 589

M1 735 598 725 1021 T35 o085

M2 GOHB 112.7 570 10664 1600 026

M2Y 1237 027 1008 160.2 953 908

Total TL Deposits 992 117.3 HEGRY 1101 1028 078

Deposit-bank Credits 731 122.7 135.2 1371 1034 418
Foreign Trade USDH billion

Exports 181 21.6 232 2452 269 266 8.3

Imports 233 337 §3.5 48.0 459 40.7 400

Trade Deficit 5.2 14.3 L 224 19.0 14.1 7.7
Balance of Payments USD hiflion

Foreign Trade balance 4.2 -13.2 6.6 -15.3 -14.3 -10.4 -34.7

Invisible Balance 0.8 10,9 8.1 12.7 145.2 9.1 118

Current Account balance 2.6 13 -1.3 28 19 1.4 2.8
Current Account Balance / GNP % 2.0 1.4 15 -1.4 0.9 .7 -2.3%
Capital Account
{BExchuding Reserves) USD billion -4.2 4.7 88 87 0.8 4.0 7.4

Direct Investment 0.5 (.3 0.6 0.6 0.6 0.1 2.3

Portfolio Investment 1.2 1.7 0.4 14 0.4 34 43

Other Long-term Capital 0.8 0.1 1.6 47 £.0 0.3 0.1

Oiher Shor-term Capital -5 23 59 13 2.6 0.8 0.4
International Reserves USD billion

B Reserves 71 124 16.5 18.4 197 23.2

Commercial Bank Reserves 30 4.2 7.4 75 0.5 14.3

Gold 1.4 1.4 14 1.1 i1 1.0

Total 165 24.0 5.2 273 31.7 385
Outstanding External Debt  USD billion

Medium-Long-term S4.3 376 634 (8.4 88 B19

Short-term 113 15.7 20.5 EERS 27.2 29.2

Toral 856 73.3 8539 91.0 1060 1112
Cutstanding External Debt/GNP % )

Mediom-Long-term 41.6 34.8 348 354 378 4.3

Shost-term 7 9.5 111 1135 135 15.8

Total 50.3 44.3 349 47.0 513 60.1

3P0 Annyiad Progroam, 2000
Sources: SPO, OF, 85, UT
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SUMMARY AND CONCLUSION






CONCLUSION

Enjoying the high annual growth of 8.5% on average between the
second quarter of 1995 and 1998, Turkey has entered a phase of
severe slowdown in economic activities since then. The fluctuations in
the international markets, deepened by the crisis in the Russian
economy, doubled its adverse effects with the contraction in domestic
demand and caused the economic growth almost to fade out at the
end of 1998. The cut in the public expenditures in line with the
disinflation policies and the postponement of investment and
consumption due to the soared up interest rates caused a demand side
contraction. Meanwhile, significant decrease in inflation was
experienced.

Many emerging economies struck by the Asian crisis, have displayed
good economic performance since the second half of the 1999 with
the restoration of confidence in monetary and fiscal markets, The signs
of recovery in the Asian markets, which are important oil importers,
stimulated an upward trend in international oil prices. The increase in
international oil prices helped the recovery in Russian economy due to
the importance of oil exports in her foreign trade. In the second half of
the vear, in line with the world economies, an optimistic view
dominated the domestic markets as well. While a recovery was
expected in the second half of the year, two devastating earthquakes
slackened the production and consumption.

Due to the effects of the earthquake and indexation of the
expectations 10 Helsinki Summit and the Stand-By Agreement, the
economy could not ignite the exit from the trough. In the second
quarter of 1999, expansionary fiscal and the monetary policies
influenced by the early elections limited the recession and the signs of
recovery observed in the industrial production. However the cost of
the earthquake which amounted to $5.7 billion caused the economy 10
re-contract. Consequently, displaying a stagflationist tendency negative
growth of 6.4% is experienced for 1999 while the inflation clung to an
upward trend.

i1

in 1999, guitting
high budget deficits
and inflation driven
growth policies,
which turned out to
e nasusiainable in
1999, a
comprehensive
stabilisation
program had been

stasted.

In 1999 Turkish
ECONOMY
expericnced her
highest contraction
since the Second
World War



In 1999, real interest rates stayed above 30% and this hike in the
financing costs caused the private and total investment to decrease
19.6% and 16% respectively on annual basis. While the private
consumption contracted 3.1% in 1999, the public consumption
expenditures increased 6.5% due to the expansionary effects of early

elections and the earthquakes.

Despite the increase in the energy production, the significant
contraction in the manufacturing and mining sectors caused the
quarterly industrial production to decrease at the average annual rate
of 3.9% in 1999. The severe contractions occurred in the main sectors
of Turkish economy, such as textile, machinery and automotive.
Petroleum products displayed an increase in the first half of the year.
However, due to the damage done by the Marmara earthquake in
Tupras, the production of the public sector decreased significantly in
the second half of the year.

The decline in economic activities also affected the labour market
negatively. The unemployment rate increased from 6.4% of its 1998
level to 7.3%. Even though sound data has not been published yet, it
is expected that the destruction by the Marmara Earthquake
augmented the amount of unemployed people. Moreover the
numerous deaths, disabled people and migration are expected to
result in severe loss of skilled labour force.

In 1999, unit real wages and the productivity in the manufacturing
industry, increased 11.2% and 5% respectively on annual basis.
However, the average level of annual real wages is still lower than
pre-crisis level of 1994, which displayed a severe downward trend
afterwards.

The deterioration of the fiscal discipline applied in 1998 because of the
increasing political instability, provoqued the increase in the public
sector borrowing requirement (PSBR). The attempt to finance the

deficits via borrowing from domestic markets with high real interest

The decline in the
industrial
production reflects
the economic

slowdown,

While the
unemployment rate
increased along with
the declining
economic activities,
real wages rose
around 1994 ¢risis

fevel,



rates deteriorated the public sector indicators to an unsustainable
extend. Hence in 1999, PSBR rose to 14.3% of GNP. Net borrowing of
the public sector, including duty losses of the state banks and Central
Bank’ s net credits to public sector rose to 58% of GNP,

Financing the deficits of the public enterprises and social security
system from the consolidated budget, increased the consolidated
budget deficit’s share in the PSBR. The slackening of economic
activities and postponement of the taxes at the earthquake region
affected tax revenues negatively. High performance in additional
so-called "quake tax" collection prevented a further deterioration in
the budget. Thereby, the deterioration in the consolidated budget
turned out to be lower than anticipated, On the other side, the rate of
consolidated budget deficit to GNP, increased with the effect of rapid
economic downturn in 1999, rose 1o 11.6%; while the ratic of the
interest expense to the tax revenue rose to 72.4%.

The unsustainability of the budger balance intensified the need for the
implementation of structural reforms. The new government of May 99,
proceeded decisively with these reforms even after the earthquake.
The legislations on interpational arbitration, social security system,
banking sector reforms and Capital Markets Board law that aims
transparency and effective supervisory are approved by the
Parliament. Additionally, in line with the regulation in the banking
system legislation, for the sake of a better functioning fiscal sector, five
banks with unhealthy fiscal structures have been taken over by Saving
Deposits Insurance Fund.

Lack of foreign funds after the Russian crisis and the political
uncerainty before the elections resulted in high interest rates in the
first half of 1999. Also, declining trend of the inflation caused the real
interest to rise up to 45%. In the post election period, the formation of
a wide-based government and the probability of an agreement with

IMF, slowed down the hike in the nominal interest rates. Along with

Due 1o the effects of
vlections , sconomic
slowdown and
natural disasters, the
deficit of the public
sector enlarged to
hitherto
inexperienced

levels,

Structural reforms
have been fourished
on govermment’s

resolution.

Wlile the maturities
of the internal debt
stock shifted o
longer terms,
interest rates
followed a stable

path,



the rising trend of the inflation in the mid-year, real interest rates are
withdrawn to 30%. Despite the sour expectations with the earthquake
and the revised budget deficit of 11%, Central Bank’ s accommodative
policies and interventions via OMO to supply the required liquidity

saged the fluctuations on interest rates.

The effects of the decline in international raw material prices doubled
with the contraction in the domestic demand helped the annual
average growth rate of WPI to fall 1o 48.2%, which is the lowest level
of the last 8 vears. The increase in public sector prices is kept at low
levels in the context of disinflation program throughout 1998,

However this policy became unsustainable in 1999 and March

onwards. The increase of public prices accelerated. In the second half

of the vear, increasing oil prices are reflected to the public prices via
automatic regulation mechanism. Since the staff-monitoring agreement
with IMF was giving rise to a Stand-by agreement, the adjustment in
public prices had been made considering the disinflation program,
which will be implemented in 2000, Consequently as of December
1999 the increase in the public sector prices reached 117.7%, while
increase in the private sector prices remained 48.4% due to the

demand side contraction in domestic markets.

In the second half of 1998, the effects of the Russian crisis occurred in
the financial markets, causing a tremendous capital outflow. In line
with this development, in presence of scarce external and domestic
funds, the liquidity injection of CB through open market operations
caused the net domestic assets to rise rapidly. At the beginning of 1999
foreign assets displayed an increasing trend. And due to the easing
financial constraints in the market OMO liabilities and net domestic
assets began to decline. As of third quarter of the year the excess
increases in the money supplies mainly driven by the election oriented
policies are offset. As a result of high real interest rates throughout

1999, savings shifted to TL deposits rather than foreign exchange.

The downward trend
of inflation at the
beginning of 1999,
shified its direction
with the public
sector price

adjustments.

The Central Bank
successfully
managed the
increase in reserve
money via
accommodative

policies.



In 1999, considering the downward trend of inflation in line with the
decline in international raw material prices, Central Bank based its
exchange rate policy on the real depreciation of TL against USD.
Simultaneously with the appreciation of USD in international markets
4.9% of real depreciation of TL against USD is ohserved in 1999. Due
to the contacts with IMF and political stability, ISE index improved and
as of end-1999, ISE index in USD basis, rose to 1654.2 with an
unprecedented growth rate of 241.7 % with respect to 1998.

By mid-July, in order 1o achieve a recovery in the economy a few
precautionary policies, among which the development in export
performance took the lion’s share were built. In view of export
downturn, several credit opportunities are provided to the export
sector via Eximbank. To ignite a recovery in the domestic markets,
Capital Utilisation Support Fund rate applied to consumption loans
given by banks is lowered to 3% from 8%. Along with the applications
of the tax reform of 1998, which coincided with the oiobal crisis,
consumption and saving based income identification is postponed for
three years as well as financial clearance day.

In 1999, while exports decreased in line with slowing foreign demand,
imports decreased more rapidly due to the severe contraction in
domestic demand. Therefore foreign tade deficit improved. In real
terms, since the decrease in foreign trade deficit is less, it is clear tha
the improvement in the foreign trade balance is the result of price
effect rather than the volume. Moreover, the improvement in foreign
trade balance compensated the deterioration of current account
balance despite the sharp decline of invisibles,

In the second half of 1999, the government’s compromising attitude,
rapidly taken steps in the structural reforms front along with the
optimistic expectations in stock exchange market with the anticipated
foreign aid after the earthquake had significant effects on the increase
of portfolio investments. So, due to the increase in portfolio
investment § 6.6 billion of capital inflow is realised and despite the
deterioration in the current account deficic, §5.2 billion reserve
accumulated in the reserves.

Precautionary
measures are taken
in order to support
eCOnomic activity
and the foreipn

irade.,

Forelgn trade deficit
contracted due to
the dernand and

price effect,



Despite the discouraging macroeconomic balances in 1999, the
government performed a resolute attitude for structural reforms and
satisfying the prerequisites, $ 4 biilion fiscal support and program tied,
front-loaded Stand-By agreement with IMF had been signed on
December 22. Unlike the previous ones, a detailed monetary program
declared on December 9, supports 17th Stand-By agreement.
Moreover, this program consists of detailed structural reforms on
agricultural support, social security, fiscal policy and transparency, tax
policies, privatisation and banking system control. Furthermore, for
the first time in the context of stabilization programs, it aims to break
backward indexation by applying income policies regulating wage
and rent increases in line with inflation target.

The stabilisation program aims 1o achieve an enhancement in public
sector borrowing requirement via fiscal discipline and sticky decreases
in inflation and interest rates.

The stabilization
program in line with
the Stand-by
agreement has
positivelv affected
the expectations for
2600.
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Growth Performance

In 1999, Turkish economy experienced a serious contraction after the
successive vears of high growth in the post-1994 crisis period. The
slowdown in economic activities due to the measures taken to bring
down the inflation in 1998, became a severe contraction as the Russian
crisis had spilled over the global markets. Diminishing foreign
demand, contraction in the foreign funds, the rise in the real interest
rates, new fax law and ultimately the additional impact of two big
earthquakes stimulated the contraction of the economy. Considering
the Stand-by agreement with IMF and the reconstruction efforts in the
area hit by the earthquake, a recovery and a stable growth on some
sectors are anticipated in 2000.

GNP by Source and Utilisation
(At 1994 Prices, annual % change)

1998 1999 20007
GNP 2.8 6.4 5.5
Foreign Resources (8 3.3 -2.3 -1.1
Total Resources 0.3 -4.0 6.5
Total Investment 0.0 -9.0 125
Change in Stock W 0.5 2.0 0.4
Fixed Capital Investment -1.7 -16.0 11
Public 5.1 4,1 14.5
Private -3.8 ~19.6 9.5
Total Consumption 0.6 2.1 453
Public 4.4 6.5 4.3
Private 0.1 -3.1 4.5

(1) B change shows the conteiburion 1o the growth of GNP
FSP0, Avrniad Program, 2000
Svtirce; SPG, 8IS, TUSIAD colculations

i9

In 1999 the
economic activity

declined rapidly.



The growth of GNP declined to 3.8% in 1998. In the first quarter of
1999 the contraction was deeper than expected. The two earthquakes
reversed the expectations for recovery and accelerated the contraction
in the third quarter. Consequently, the estimations for 1999 are revised
from 3% GNP growth to 2% contraction. However, the contraction in
growth was much far from the estimated level by negative growth of
6.4% in the end-year.

Consumption (% of GDP)
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In 1999, the decrease in private consumption expenditures caused the
total consumption expenditure to contract 2.1%. The downturn in the
investment expenditure was more severe by 16% and coroliary, the
growth in total domestic funds. The fall in foreign factor revenues at
an unprecedented level of 56.2%, caused a higher than anticipated
contraction of GNP in 1999.

The share of fixed capital investment in GDP dropped to 20.3 % in
1999, Economic slowdown especially negatively affected the
investments of private sector. The share of public investment in GDP
remained unchanged, while the share of private investments rate
declined to 14.6%. In light of the expectations for the recovery, a slight
rise of these levels is anticipated for 2000. In 1999, although public
sector consumption increased by 6.5% as a consequence of elections
and the increasing public transfers after the earthquake, private final

The economic
activity contracted
much more than

anticipated.

Private sector
behaved prudent in

investment decisions



Fixed Capital Investments (% of GDP)
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consumption expenditures decreased by 3.1% and a fall at 2.1% was
experienced in total consumption expenditures. However since the
contraction in GDP exceeded the one of consumption, the share of
total consumption in GDP rose to 87.9% in 1999 from its previous year
level of 81.9%.

With the effect of disinflationary policies of 1998, the growth rate of
GNP began to decline as of second quarter of 1998. As a result of both
close commercial relations between Russia and Turkey and capital
outflows from emerging markets, the impact of Russian crisis was
imminent. The squeeze in foreign funds and high levels of domestic
interest rates disturbed the finance of production. On the other hand,
unanticipated decline in the inflation rate postponed the consumption
and production decisions. Consequently, GNP dropped by 8.7% in the
first quarter of 1999. The contractions in the trade and industry sectors
were harsher by 13.2% and 9.8%.

The contraction
reached its trough in

the first guarter.



The contraction in the economic activities reached its trough in the
first quarter and as of second quarter a slight recovery is observed. The
expansionary monetary and fiscal policies limited the contraction in
the second quarter. While the contraction in GNP was 3.2%, industrial
value added rose by 0.8% with respect to the same period of the
previous vear. But as of August, the downturn accelerated again by the
Marmara Earthquake. The region that has been affected was producing
12.1% of total industrial value added. In 1999, industry, construction
and trade sectors shrank dramatically by 5.0%, 12.8% and 6.8%
respectively.

In 1999 both consumption and investment demand decreased. While
expenditure on durable goods fell by 0.3%, expenditure on services
displayed more severe decline by 11.8%. Fixed capital formation fell
by 19.6%, in line with the decrease in machinery and equipment
investments by 26.4%. In 1999 GDP contracted by 5.0% and the
negative effect of the 56.2% decline in net factor revenues pushed up
the contraction of GNP to 6.4%.

GNP (At 1987 prices, animual % change)
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Sowerce: 315, 3P0

In the supply side all sectors had been affected by the contraction.
Relatively slow decline of agriculture sector in the first three quarters is
also reversed by a decline of 8.3% in the last quarter. Despite the
recovery in the second quarter, affected by the earthquake, the

I
T

Private demand for
conswmnption and

investment declined.



industrial sector experienced falls atr 8.3% and 2.0% in the following
quarters. The same trend is observed in the trade secior. The
construction sector experienced a sharp decline throughout the year
and fell by 15.2% in the last quarter.

GNP by Origin
(At 1987 prices, annual % change)
1998 1999

1 i nLooIv I oL v
Agriculture 5.2 3.9 68 180 S0 47 320 83
Industry 9.9 28 1.9 5.4 9.8 08 83 2.6
Constructon 5.2 -1.0 S 1.7 -105 0 -1l <1340 <1532
Trade HEAS 29 8.1 5.2 -13.2 -4.1 9.3 -7
Transport&Communication 137 4.3 4.3 0.7 -5 1 -2 -7
Financial Institutions 0.3 7.1 6.3 7.7 7.8 7.5 25 38
GDP 0.2 3.3 2.7 -1.2 -9.1 -7 6.0 -3.4
GNP 0.5 4.5 2.5 0.6 -8.7 -3.2 <74 6.1

Soveree: SIS

The national income per capita was expected to fall o $3,106 from
53,174 ar its 1998 level, due 1o the more severe contraction of the
economic activity the realization was $2 878

GNP per Capital (At current prices, USD)
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Industrial Production

Industrial Production Figures Justify the Downturn as Well. While
energy production was increasing in real terms, mining and
manufacturing sector production sharply fell. Therefore, quarterly
incustrial production index declined by 3.9% on vearly average. 20.5%
rise in public sector energy production provoked the total energy
production to increase by 4%. The contractions in mining and
manufacturing industries are 9.9% and 4.3% respectively, The decrease
in the manufacturing industry with respect to private and public
sectors was 4.2% and 5% respectively.

industrial Production
(Quarterly 1997=100, annual % change)

1998 1999
Public Private Total Public Private Total

Toal Industrial Output 28 0.3 1.3 a8 =57 -39
Mining 12.3 7.7 11.2 45 275 98
Energy 85 5.5 76 2.5 -35.2 4.0
Manufacturing 0.7 4.0 0.1 5.0 -4.2 -5
Food&Beverages 154 -1.0 0.8 -3.0 0.6 0.1
Texiile -19.9 6.1 0.4 345 -7 7.8
Wearing Appar, -34.4 7. 6.7 317 23 32
Refined Petrol Products 1.6 4.6 2.1 6.4 7.3 -4.0
Chemical Producis -1.1 0.5 0.3 <745 3.2 1.2
Non-metallic Other Minerals -58.5 7.9 6.8 -5.0 -5.8 -5,
Basic Metal -1.2 1.6 4.5 -1.7 -1.3 -1.5
Machinery and Equipment  -2.0 2.6 225 41.2 S155 0 <114
Maotor Vehicles 0.0 -3.7 ~5.7 0.0 ~1R5 -18.5

Sowerce: 515

After a dramatic decline in the first quarter, the industrial production
signalled smooth recovery in the second quarter. In the third quarter
industrial production slackened due to the damage by the earthquake
in Marmara region, where 13.1% of the total industrial production was
produced.

The decline in
industrial
production is
remarkably higher

in private sectorn

Marmara Earthquake
negatively affected
industrial

production.



The fall in production is remarkable in all sub-sectors. The highest
production losses are recorded in automotive, machinery and textile
sectors. In 1999 the production fell by 18.5%, 11.4% and 7.9% in
aforementioned sectors respectively. Chemical products and radio-tv
equipments are the least affected sectors and displayed 1.2% and 7.8%
of annual growth respectively.

Refined petroleum production grew in the first half of 1999, In the
second half, since the petroleum refineries struck by the Marmara
earthquake, the production declined dramatically reaching an average
annual decrease of 4%,

Capacity Utilisation Rate (Manufacturing Industry, quarterly)
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Manufacturing sector capacity utilization rates followed a parallel path  Capacity utilization
with production. In the first quarter capacity utilization rates decreased  rate fell in the post-
almost to its 1994 level. Despite the hike to 75% in the second quarter,  earthquake period.
the rate reduced to 71% as the earthquake hit many plants,

Employment
As of April 1999, persons aged 12 vears and over and the labour force

reached 48.8 million and 23.8 million respectively. Hence, labour force
participation rate increased to 48.7%.



Employment (thousand)

1994 1995 1996 1997 1508 109y
Persons aged 12 years and over 43,951 45085 40,133 47,195 48 237 48 RAL
Labour Force 22,136 22,900 23,030 22359 23,415 23,779
Labour Force Participation Rate (%) 504 0.8 49,9 474 485 487
Total Employment 20,398 21378 21698 26815 21,958 22049
Unemployed 1,740 1,522 1,332 1,545 1,457 1.730
Unemployment Rate (%) 7.8 5.6 5.8 6.9 H4 7.3
Urban 11.1 0.0 D% 8.7 95 11.7
Rural 5.1 3.9 2.9 4.2 32 3.4
Underemployment Rate (%) 8.7 6.3 0.2 o1 6.0 65

* As of April
Souree: SIS

The slowdown in economic activities negatively affected the labour
market in 1999 and unemployment rate increased to 7.3% from its
previous year level of 6.4%. The unemployment rate in urban areas
rose to 11.7%. Similarly underemployment rose to 6.9% and idle labour

force reached 14.2%.

Marmara Earthquake has been an important factor affecting the labour
market. Though the figures have not been announced yet, the fact that

many plants had been hit by the quake signals that the number of

unemployed people increased. Also a loss in skilled labour force is
expected due to the deaths, migration and severe injuries.

Wages
According to deseasonalised quarterly manufacturing sector hourly real

wages figures, it is observed that the slight increases dll the sharp
decline of 1994 crisis carried the real wages o almost pre-crisis levels.

Dug to the
slackening economic
activities the
unemployment rate

has been increasing,

Real wages increase

to the pre-1994 level



Index of Real Wages
(Manufacturing Industry, quarterly, 1997=100, seasonally adjusted)
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The evident slowdown in the second quarter of 1998 coupled with
falling inflation, pushed the real wages up. Public sector wages grew
faster than the private ones. And the: average annual real increases
realized as 28.6% and 16.7% respectively. Hence, the wages in public
manufacturing industry doubled the ones in private sector.

In 1999, wages of civil servants experienced increases of 30% and 20%
for the first and the second halves of the vear respectively. Consumer
prices increased 28% and 29% in the same periods. The minimum
wage is determined as TL 78,075,000 ($212) for the first half and
TL 93,600,000 ($200) for the second half of the year 1999.

In the letter of intend disclosed to IMF, the increase in the wages of
civil servants is restricted to 15% for the first half of the year 2000.
Hence, the negative effect of backward indexed contracts on the
following year’s inflation is tried to be avoided and the confidence on
the stabilisation program is reinforced. The untaxed minimum wage is
set as TL 109,800,000 (5189) and TL 118,800,000 ($188) for the first and
second halves of 2000. The annual increase in the first and second

halves will be 17.3% and 8.2% respectively that will amount to a 26.9%
increase on total for 2000.






PUBLIC FINANCE






Public Sector Deficit and Its Financing

Public sector management constitutes a major part in Stand-by
Agreement. This performance is crucial for stability, implementation of
the program and the realisation of the targets. In light of the Stand-by
agreement, the transparency and reliability in budget and the public

finance will be among  primary obijectives.
Cow] ;

In 1999, elections, economic slowdown and effects of the earthquake
caused the public sector to be hard to balance. Public sector figures in
1999 display unprecedented levels of deterioration. PSBR, as a
percentage of GNP soared to 14.3% in 1999 from its previous year
level of 9.204,

Public Sector Borrowing Requirement (% of GNF)
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In 1999, the deterioration in PSBR is mainly attributed to the
consolidated budget deficit. SEE and social security system deficits are
financed through the consolidated budget. Consequently they
constitute only a small share in the PSBR. The other item consists of
funds, enterprises subject to privatisation and working capital. Among
them, especially funds displayed a big deterioration.

PSBR partially reflects total public sector deficits, In the letter of intend
disclosed to IMF in December, it was claimed that the net public debt
including duty losses or the srate banks reached to 58% in 1999 from
its previous year level of 44.5% of GNP. This ratio is estimated to fall
below 55% under the three year Stand-by Agreement.
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The fiscal discipline
is the main premise
of the Stand-by

Agreement,

PSBR, as percentage
of GNP soared to

14.39% in 1999,



Public Sector Borrowing Requirement

(% of GNP)

1994 1995 1996 1997 1998 1999
Consolidated Budget 35 4.0 8.3 7.6 700118
S0E 1.4 -2 0.5 3.3 1.3 1.3
Local Administrations 0.4 0.2 0.2 0.3 45 04
Social Security IR 0.6 5.2 0.0 04 02
Other 1.6 4.5 .6 0.0 08 07
Borrowing Reguirement 75 5.2 8.8 7.6 9.2 143
Borrowing Requirement Exc. Interest Payments 0.2 -4.1 2.4 1.2 -3.4 (.4
Borrewing Requiremnent Exc. Privatizagion Revenues "3 3.5 9.0 79 101 143
Borrowing Requirement Exc. Int, Pay. and Priv. Rev., 0.5 -38 -2 {15 =25 B3

PO Estimate, Al Prograss, 2000
Sowrce: 318

For the first time since 1994, primary balance of consolidated budget
experienced a deficit. The privatisation revenues in 1999 were not
satisfactory enough to support the primary balance of consolidated
budget.

In 2000, consolidated budget deficit is expected to fall to 12.1% of
GNP in light of the fiscal discipline and privatisation revenues. In this
regard, many funds are planned to be abolished in two years tme.
Ceilings and revisions will be applied for credit of state banks and of
agricultural policies respectively if any major deviations from
privatisation schedule may occur. As a percentage of GNP, PSBR will
rise to 15.2%.

The Ratio of Total Public Debt to GNP

1985 1990 1995 1996 1997 1998 1999

Domestic Debt 2666 §445 20,113 26,560 29,795 F7H68 43342
External Debt (Public)® 14971 30416 39472 40,213 39313 40,209 40,584
GNP 67,723 152,255 171,609 184305 193,858 205,640 187 328
Public Debt/GNP {33 26.0 253 A4.7 a5.2 357 A8.0 449

New series
Source: UT
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in 2000, PSBR is
envisaged to fall to
12.1% of GNP.



In December, Turkish candidacy for EU membership is approved in
the Helsinki Summit. During the adjustment process, Turkey must

pave the way for economic performance criteria set by Maastricht and

Copenhagen treaties. Maastricht criteria for the economic

harmonisation along the way for economic and monetary union
consist of five major fields which are inflation, budger discipline,
public debt, interest rates and the stability of national currency. So far,
only the criterion that limits public debt to 60% of GNP could be met
by Turkey. As a percentage of GNP, net public debt has experienced a
recent hike in 1999 due to the snowballing.

Consolidated Budget

1998 was a successtul year with respect to the budget performance
achieved via tight fiscal policies. However, election oriented
expansionary policies, law tax revenues due to the economic
slowdown and disbelief in tax law and finally the reconstruction
efforts after the earthquake caused consolidated budget deficit to rise
11.6% of GNP in 1999 from 7% in 1998 with 2 rise of 4.6 percentage
points on yearly basis,

Despite the tight fiscal policies envisaged in the program, the deficit is
anticipated to be 11.3% in 2000.

Consolidated Budget Deficit (% GNP)
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discipline.



The tax law enacted in July 1998, gradually lowered the tax rates of  Tax revenues are
income since then. There hadn’t been any adverse effects with respect  negatively affected
to tax revenue in 1998 and the share of indirect taxes in total increase. by the economic
Especially high collection of petroleum consumption tax accounts for — downturn and the
the rise in the share of indirect taxes. In 1999, the share of indirect  earthquake.
raxes in the total reached 54.7% from its previous year level of 53.4%.

However, the downturn of economic activities and the delay of ax

payments in the earthquake region had negative effects on the 1999

tax revenues, The high performance in the collection of additional

"quake tax" caused the tax revenues (o increase 3.6% in real terms and

to keep its ratio to total revenues at previous vear level. Degpite the

slight real increase in revenues, the expenditures, mainly the interest

payments, increased more sharply and the compensation level of the

expenditures by the tax revenues decreased to 52.8% from 59.1% of its

previous year level,

Consolidated Budget Revenues {Composition, Y

1994  199% 1996 1997 1998 1999

Indirect Taxes/Tax Revenues 517 203 G607 56,3 534 547
Tax Revenues/Total Revenues T8 774 &2.1 811 TR TRG
Tax Revenues/Total Expenditures 654 631 56.8 9.1 592 318

Sowrce: UT, 3P0

The introduction of additional taxes iz planned by the stabilisation
program. While the share of indirect taxes is expected o increase by
the additional taxes, expected privatisation revenues would probably
cause a fall in the share of the tax revenues in the total revenues.
Despite the fact that the consolidated budget expenditures are planned
in light of the stabilization program, the expected high level of
expenditures signal that the revenues would probably cover only the
half of the total expenditures in 2000.



Interest Expenditures (% of Tax Revenues)
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In the 2000 program, it is estimated that interest expenditures and tax
revenues would increase 72.9% and 56.3%. Hence, despite an
expected compensation of 74%, the realisation of tax revenues/interest
payments was 72%. In 2000, a further deterioration is expected in this
ate due to the high level of real interest rates, Keeping the interest
rates in sustainable levels in 2000, as of 2001, some enhancement
would probably be achieved in fiscal balance.

Fiscal figures of 1999 differ widely from those of 1998, Consolidated
budget revenues increased by 39.6%, while the increase in revenues
from direct taxes remained below the inflation rate and the
consolidated budget expenditures rose by 79.8%. The rise in the
expenditures is mainly attributed to personnel and domestic debt
interest payments and transfer payments to SEE and social security
system. While the transfer payments to SEE rose by 160.6%, excluding
the transfer payments to SEEs and the interest payments, the increase
is by 101.6%. The weakness in fiscal discipline caused the primary
surplus 1o vanish and the budget deficit to deteriorate. In 1999, the
budget deficit rose by 144.6% and reached TL 9 quadrillion while the
primary surplus fell by 32.4% and reached TL 1.7 quadrillion.

s
B Y

Tax revenues could
only cover T4% of
Interest pavments bn

1999,



Consolidated Budget (TL trillion)

L)

19549 1998 1999 change
Revenues 18,348 11888 18,973 9.6
Tax Revenues 14,428 3233 14,807 604
Direct Taxes £,420 4,304 6,713 56.0
Indirect Taxes 5,008 4,925 8,064 64.2
Other Revenues 3 0240 2,655 4,165 6.9
Expenditures 28435 15,585 28018 708
Personnel 7000 2870 5,908 78.5
Other Current 2,375 1,309 2,240 7.
investment 1,440 GO 1,540 34,3
Interest Payments 10,680 6,177 10,721 736
Domestic 820 3 A5 0825 e
Foreign B0 247 S0 638
Owther Transfers 4,638 3,071 $,192 101.6
Transfers to SEE - 160 417 16010
Primary Budget Balance 85 2,475 1,675 “32 .4
Budlge: Balance 4785 -3.698 044 144.0
Cash Balance -8, 785 -3 810 -5 7 135.8
CPI increase {96) 688

* 8P Estimadion, Anmual Prograss, 2000
Soerce: T, SPO, 518

In 1999, the consolidated budget revenues and expenditures had been

targeted as TL 18.1quadrillion and TL 23.6 quadrillion respectively,

Also the targets for primary surplus and consolidated budget deficit
were TL 3.4 quadrillion and TL 5.5 quadrillion respectively. However,
since 1999 was a vear of severe contraction the target for consolidated
budget expenditures was revised as TL 27.1 quadrillion in 2000
program. Due to the additional quake tfaxes and public sector price
adjustments the poor budget performance throughout the year ended
with deficits better than anticipated. Budget revenues reached to TL 19

)

quadriflion while the expenditures increased to TL 28 quadiillion
displaying a budget deficit increase of 149% on annual basis. Also
primary surplus contracted to 2.1% of GNP from its previous vear level

of 4.49%,
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Primary surplus
contracted to 2.1%
of GNP,



Consolidated Budget Expenditures (Composition, %)
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The breakdown of expenditures shows that slight decreases are  The share of interest
experienced in interest payments, personnel and investment  payments in total
expenditures. Considering the previous vear levels of 3060, 2480  expenditures is
and 6.4% respectively, the shares in 1999 realised as 38%, 24% and  expected to rise to
5.2%. Unlike the others, transfer payments excluding interest  45% in 2000,
expenditures increased (0 23.0% from its previous vear level of 20.8%4,

Even though its share decreased in total expenditures in 1999, interest

payments are the main expenditure item. An expected increase in

primary surplus and the high levels of real interest rates in 1999, will

cause the interest payments to constitute 45% of total expenditures

in 2000,

ublic Finance in 1990

In 1999, financing requirement increased 138.8% on annual basis and
reached TL 9.1 quadriliion.



Financing of the Cash Balance {TL trillion)

S

1599 1968 1994 change

Cash Balance -3, 785 -3810 -G G97 1R A
Financing -5.785 3810 o 047 1388
Foreign Borrowing {net) -4583 ~103%6 4B -144.4
Receipts from Loans 1,727 724 2,560 254.4
Receipts from On-Lending - 50 242 2025
Payments on Loans -2,210 -1,83% -2.348 277
Domestic Borrowing (neg) 10,170 4 551 4,741 1122
Government Bonds {net) 13,000 1,207 12,434 8433
Receipis 17,050 2,807 16,503 502.2
Paymenis -4 G50 -1.310 4,659 2002
Shor Term Borrowing (net) -2.830 2305 ~2.4593 1787
Central Bank {ned) 0 0 0 -
Treasury Bills (net -2830 3,293 -2 495 1757
Receipts 5,404 0174 £, 840 -84
Payments -9.224 -5, 881 5,353 887
Other 98.0 236.0 -1,103 -530.9

Py Espimation, Annsd Prograr, 2000
Souree: LT, PO

Since the maturities shortened in 1998, the consolidated budget deticit
is mainly financed by treasury bills. The same scheme was pla nned for
1999 however, the issue of floating/fixed-rate government bonds with
coupon payments increased the maturity.

In 1999, longer term domestic borrowing improved in financing the
budget deficit. In the 1999 program, despite the projection of TL 8.7
quadrillion sale of government bonds the realisation was TL 16.9
quadrillion with a net borrowing of TL 12.2 guadrillion. Accordingly,
the share of treasury bills fell and throughout 1999 net payment has
been done with respect to treasury bills, The gross use and service of
foreign debt is TL 2.6 and TL 2.4 quadrillion respectively. Central bank
sort-term advances to central government have still been zero on net
since 1998.
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The share of long-
term borrowing

increased.



Domestic Debt Stock and Interest Rates

uncertainiy before the elections and the deteroration in the budger the
interest rates hiked 1o 120% in the beginning of the vear 1999 In the
post election period, the formation of a strong coalition and the
capture of Abdullah Ocalan helped the interest rates to fall around
100% by mid-1999. However, the realisation of the fact that the budget
deficit would exceed the targeted levels and its subsequent revision to
119 of GNP provoked a new upward pressure on the interest rates.
The earthquake in August slightly pushed up the interest rates.
However, the expected foreign aids after the earthquake, the Stand-by

Agreement with the IMF and the increased possibility of the Turkish

candidacy for the EU membership kept the interest rates stable.

Treasury Auctions
{(Weighted by Amount Traded, maturity: day, annual
compounded interest rate, %)

s I r)Leres] Hatle

There is w0l asny guction.
Surerce UH

These developments had also positively affected the maturities of
internal debt. In November, average compounded interest rate

declined to 96.6% and the maturities extended to 660 days.

The Stand-by
Agrecment and the
Torkish Candidacy
for the ¥U
membership kept
the interest rates

stable,



Considering the possible Stand-by Agreement and the expected fall in
interest rates, treasury did not call for an auction in Gctober,

Outstanding Domestic Debt (TL trillion)

1004 1995 1996 1597 1998 1999
Bonds 235 512 1,250 3,571 5774 10683
Treasury Bills A04 531 1,528 2,375 5,841 3,257
Central Bank Advances 122 192 371 338 ) 0
Difference FX Rate 133 24 0 0 it 0
Total 799 1,301 3,149 6,284 11,5615 22,673

o

Source: LT

As of December 1990, the internal debt stock, reached to TL 22.9

quadrillion ($43.5 billion) from its TL 11.6 quadrillion (837.9 billion) of

previous year level. The extension of the maturities in 1999 caused the
government bonds to increase its share by 86.0% in the debt stock.
Due to the agreement signed between the Treasury and the Central
Bank in 1997, short-term advances are still not used o finance the
fund needs of public.

Consolidated Budget Expenditures

{(Composition, %)
(%)
100 4

B L
604

401

1988 1989 1900 1UD1 1992 1993 1994 1993 1996 19%7 1998 1599
% Treasury Bills wBonds nCB Advances #FX Rate Difference

Soaeree: TT

The maturities of the
internal debt

extended.



The treasury projects to apply a new system for internal borrowing at
April 2000 onwards: "The primary market dealership” -widely used in
most of the OECD countries- aiming to increase the efficiency in the
issuing and the secondary market operations of T-bills and bonds via
determining market dealers who are donated by responsibilities and
priorites.

State Economic Enterprises

The enhancement in the borrowing requirement of the SEEs faded out
in 1997. In 1998, public pricing policy and the restrictions in the
transfers from the consolidated budget in line with the disinflation
program, pushed up the SEE deficit to 1.5% of GNP

Selected Indicators For Non-Financial SEEs (TL billion)®

18994 1995 1596 1997 1998 19997

Total Employment (person) 462 872 415,198 415,071 4045383 BT TR AT
Total Wages and Salaries 123685 17335% 201895 639506 1068422 2044318
Sales of Goods and Services 12,342 #17.735 1455531 3,184,174 5303200 9990105
Accrued Duty Losses 16,603 14,030 13,5967 S3,522 289,163 GB7 9835
Operational Profit and Losses TELIG 119331 260,118 522,159 US3ETR 1397140
Interest Payments 65,704 74,568 B2320 124,057 173862 285,991
Profit and Losses 55111 5,255 IBG.977  S00.531 1004893 1 66GRTOB
Fixed Invesunen 45 K12 54,328 133576 333,561 THRLET 1,044,960
Toral Revenue GRISHT 1060205 1874704 3899112 6,814,454 12,063,280
Total Expenditure FIEA5T 1021042 1812682 4084537 7504843 12,962 988
Borrowing Requirerment 47,254 48183 021120 18%42% 690,189 HY0 708
Budgetary Transfers 21,370 4% 041 43,801 124 780 159 565 TG, TR
SEE deficit (2 68624 -2322 11311 290205 830,154 1276489
Budgetary Transfer/SEE deficit (989 311 20074 ~440 1 43.0 B8 205
SEE deficit/GNP () 1.8 0.0 -3 1.0 1.4 1.5
Borrowing Reguirement/ GNP (94 1.2 0.5 -4 SR 1.3 1.1

0 SEFs wunder Privatization schere are excluded

Yy . o -~ - . o

2 Compuited by exclunding Budgelary Transfers from the Brorrowing Reguirement.
T SPO Estimation, Ansmal Frogeam, 2000

Sowree: PO
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However, the price adjustment in public sector prevenied a further
deterioration in SEE deficit by pushing the public prices highly above
the private sector in 1999, Excluding the transfer payments, SEE deficit
in 1999 amounted 1o TL 1.3 quadriilion, and 1.7% of GNP. Excluding
TL 377 billion that is financed through the budget, the SEE deficit
amounts to 1.2% of the GNP.

In 2000, assuming the public prices will be under control, the SEE
deficit is estimated 1o be TL 2.3 guadrillion, 1.8% of the GNP. Excluding
the budger transfers, the borrowing requirement is 1.3% of the GNP,

Social Security Institutions

The expenditures grow faster than the revenues. In 1994 the deficit
was 1.1% of GNP but it has been tipled since then.

Social Security Institutions (TL billion)

1994 1595 1994 1857 1908 1995°
Revenues 154,793 HIGR0 AULTTY LAITEOD  2TSAETS 405778
Expenditures 206,371 401749 94583 1,991,781 3981141 7023317
Revenue-Expenditure 41578 SIILI60 23304 SSTRL2 (1,224,866 -2372342
BEK 30,089 B350 -143018 0 -BAR015 -501,392 -1,288.754
Baglur -13,071 207340 -09807  -119.302 -4, 225 -S04 U7
Ernekdl Sanchif SLATD S15863 0 H0STO (110400 214349 48RELY
Transfers from Budget (1 WO 0389 218064 3TLAW 2,190,000

Borrowind Reulrement 22 B65 45,550 435,340 2,531 182,542

Transfers from Budger / Revenue-Expenditure Gap (99

Revenue-Expenditure Gap 194) 457 387 #6.1 0.0 B4 2.3
Revenue-Expenditere Gap 7 GNP (80) 1.1 13 L7 ERY 23 29
Brrrowing Req. / GNP (3) 0.0 (0 g2 .03 (3.4 0.2

0 gxchuding billed payments and supplementory requoivesents
* S0 Estimation, Anmgl Program, 2000

Sowree: SPG

Soared up public

gar'ic-ﬂs in 1959,
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borrowing
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tripled in the last
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1998 figures show that the premium pavers, pensioners and
dependents are 11.8 million, 5.2 million and 39.4 million respectively.
Hence the active-passive ratio is 2.2 while the dependency rate rose to

3.8.

The instability of the active-passive insured people affects the
revenue-expenditure gap. The revenue-expenditure gap is estimated
tw increase to TL 2.4 quadrillion, 100% when compared to previous
year. The deficit has been financed through transfers from the budger
at an increasing rate; 84.4% and 92.3% respectively in past two vears.

In order o provide a sustainable social security system, leg of social
security reform is approved by the Parliament. According to the law,
through a process of transition, retirement age is increased o 58 and
60 for women and men respectively. Minimum insurance period for
retirement is set as 25 years and premium payment period increased to

7000 days. Moreover, unemployment insurance will be enacted as of

July 2000,

In 2000, with the implementation of the new law the control of the
social security system's deficit is projected. According to the State
Planning Organisation (SPOJ, the deficit is projected to decline steadily
w its 1995 level of 2.3% of GNP in 2000. The amount that will be
transterred to the social security institutions from the budget will be TL
2.8 quadrillion,

Privatisation

Privatisation is introduced in 1985 and since then 139 entities are
partially or totally privatised with a gross revenue of $4.6 billion, $4.2
billion of which is collected as of end-1998.

Mew social security
Iaw is approved in

September 1999,



Privatisation Implementations

1986-1997 1998 1999 Towal
Block Sales 74,225 68,3325 0 142,750
Asset Sales 46,754 BRO0 8,340 FR,500
Initial Public Offering 1,437 54877 it 1,263
ini. Giobal Offering 5,682 97 AN 0 104,101
Sales in istanbud Stock Exchange 4,978 55 o 5,543
Sales of Incomplete Planis A25 i 253 580
Transfer of Management Rights 1,526 2487 1,398 5,411
Towal Implementations (USD, million) 135,932 IR 02 103,153 308 1458
Towl implementations (LUSD, million) 23632 1,020 22 4,604
Total Cash Received {USD, million} 3,155 G 20 4,121

Souree: Privatization Administration

1998 was a year of intense privatisation which collected 22% of the all
past revenues. However, due to the economic slowdown and conflicts
in some privatisations this performance didn't continue in 1999 and
despite the target level of $4 billion, the realization had only been $2.2
billion.

In 2000, the annual target is  $5.2 billion and $3.1 billion of this
amount is expected to be raised. In the letter of intend disclosed w0
IMF, the projects of the Ministry of Energy, the auctions by the Ministry
of Transportation for the sale of GSM licence and the privatisation of
Turk Telecom are included in the targets and on total it amounts o
$7 billion. Some important privatisations projected for the year 2000
are TUPRAS, PETKIM, ERDEMIR and THY. The receipts from the
privatisation would pave the way for budget discipline.

in 1599, the
privatisation slowed

down.

Privatisation
receipts will be
important for the

budget discipline.



MONETARY POLICY






Monetary Policy

Destabilisation in the political arena ended with the change of
government in June 97. The government determined the essential tool
for gaining credibility accurately: It was decreasing uncertainty. One of
the first few implementations of the new government was to form the
ground for a firm coordination among economic units in the public
sector. The first concrete product of such coordination was the signing
of a protocol between the Treasury and the Central Bank. According o
this protocol, Treasury admitted not to udlize Central Bank short-term
advance in financing government deficits, Treasury further agreed o
repay the amount of utilization in 1997 back to the Central Bank. This
protocol and the implementations afterwards received positive
response from the market.

The other important accomplishment was the introduction of
announcements of borrowing program by Treasury on a monthly
basis. By this way, all economic agents in general and financial
institutions in particular had an important information which would be
useful either in cash management or any type of investment decisions,
Uncertainty would then decrease further.

In the first half of 1998, not only the targets were achieved. But also in
some fronts realizations were better than anticipated. However, in the
aftermath of Russian crisis, the decision to go early elections and the
measures undertaken in light of the rax law turned the rosy scenario
into a dark, pessimistic one in which targets had been revised or
totally ignored. Therefore, 1998 was a vear of slackening economic
activity, soared real and nominal interest rates and relating low
inflation rate.

Turkey entered 1999 with the possibility of the crisis in Russia -one of
our main trade counterparts- to spread in the global arena. Foreign
investors corollary left Turkish financial markets o realize their profits
and lower their risks. As a result, international reserves sharply
declined. Moreover, the regulations in light of the tax law caused noise
in the markets, Finally, the dismissal of the government left the
uncerfainty to rule the markets and interest rates hiked ro 140-150%
through the end vear,

7
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governument aimed
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uneertainty.,

in 1999 Turkey
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negative effects of
the global and
domestic turmoil of

the previous yvear.



Despite the vagueness, Central Bank established its monetary policies
on the premise of disinflation. In order 1o achieve a detailed fook at
the monetary policies, some important developments are the
expansionary policies before the elections of April, adjustments in
monetary aggregates in light of the end vyear targets in a politically
stable environment, the earthquake of August and final adjustment
period in light of 2 probable Stand-by Agreement.

Central Bank FX Reserves
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Central Bank continued to increase its TL liabilities with respect to its
foreign exchange position. Hence the Central Bank’s international
reserves, reserve money and foreign labilities followed a parallel path.
The annual increases in reserve and international reserves are 16% and
17% respectively on USD basis. The annual average increase in reserve
money is 77% on TL basis while the increase with respect to end-year
value is 94%. While the 94% increase in the currency circulated
accounts for 61% of the increase in reserve money, 100% increase in
banking deposits accounts for 39%.

The Central Bank
aimed to provide
price stability in
1999,

The Central Bank
acied akinto a

currency board.



Since the liquidity need for the religious holiday combined with the
expansionary policies of pre-election period reserve money and the
currency issued increased 115% and 128% respectively as of March on
annual basis. The expansion compared to the beginning of the year
had reached 40% and 56% respectively. In April, Central Bank made 2
policy switch and 31% monthly decrease in OMO liabilities signalled
the direction of future policies.

Second quarter onwards, the Central Bank withdrew the excess
liquidity given by the policies in the first quarter with an exception of
injecting liquidity after the earthquake of August. However, in
December, both items displayed an increase in line with the stability
program oriented adjustments. Due to the effect of economic
contraction and high interest rates the lowest average annual increases
since 1992 have been recorded for the reserve money and the
currency issued with,

Due to the high interest rates TL deposits attracted the savings and
until December required reserve deposits increased. In December, o
loosen the financial constraints at financial markets and to decrease
the pressure on the interest rates, the reserve requirement rate is
lowered to 6% from 8%. Consequently required reserve deposits
highly declined in December and this decline originated a significant
rise in free deposits through the regulation to hold 2% of deposits as
free deposits.

As of Hrst gquarter,
significant monetary

ewpansion oocurred.

Growih of reserve
money slowed down

frn 1999,

Central Bank
supplied necessary
liguidity through
indirect monctary

policies,



Analytical Balance Sheet
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The increasing trend of net domestic assefs in the post-Russian crisis
period began to shift its direction as of 1999. The increasing foreign
borrowing opportunities helped the Central Bank to quit its policy of
financing domestic markets through OMO. In parallel with the
increase in OMO liabilities net domestic assets declined and the

increase in reserve money had been taken under control.

Quarterly targets for the net domestic assets in the first half of the year
were TL 850 trillion. And TL 1 quadrillion respectively. As of 1999,
capital inflows experienced a slight recovery and congsequently excess
amount of TL had not been sterilized by the Central Bank in order to
supply the markets with the required funds. The expansionary policies
before the elections caused reserve money to increase 115% on annual
basis. Net Domestic Assets remained at TL 118 trillion; much bejow the
arget level. Increased liquidity need due to the religious holiday is
supplied through OMO. OMO loans increased 1o TL 1.3 cuadrillion.

Due to the
adjustment in light
of the loosened
financing
constraints, net
domestic assels
stayed below its
target level as of
1599.



Lasting capital inflows in April raised Net Foreign Assets even further,
Central Bank quitted its expansionary policies by deciding to collect
excess TL in the markets. As of July, while Net Foreign Assets grew by
$2 billion, Net Domestic Assets fell by $3.3 billion when compared to
previous quarter. The monetary aggregates had been made comparible

with disinflationary policies by annual and six month growth of

Reserve Money of 63.7% and of 29.35% respectively.

Central Bank Analytical Balance Sheet:
Selected Ttems (TL Billion)

08/3 98/4 99/1 99/2 9973 99/4
Net Foreign Assets 1,752,644 1546,184 2,731,139 3810900 4,722,359 4.811.3%9
Net Domestic Assets 144,278 118,020-1,194,104 -1,497 511 ,
Reserve Money 1,896,922 2 2849105 2,616,796 3,224 848 3932065
Central Bank Money 1,561,217 , 1,033 906 2,291 494 2757 744 1 586940
Net OMO Luabilites -BIS717 -1B46 330 -1,2689.152 422,828 -R0O3.914 -2 400,705
3

Net Credits o Public Sector 72,926 323117 44970 215,240 -555408 875097

Revaluation Account -2591,550 411,783 -223 498 523122 -B44.6%9 -1,320.412

i
¥

[t

Net Foreign Assets = Foreign Assets-(Foreign Liabilities + FX Deposits of Banking Sector)
Reserve Money = Net Foreign Asset + Net Domestic Asset

Bource: OF

The increased uncertainty under the effects of Marmara earthquake,
boasted the liquidity need of the markets. The Central Bank intervened
the financial markets and its OMO liabilities amounted to $2.4 billion
at the end of August with an increase of $700 million with respect to
previous month. The emergency expectations from both IMF and the
World Bank lowered the uncertainty and combined with the high
increase of Net Foreign Assets to $10.4 billion released the tight
financing constraints. The target for Net Domestic Asset could not be
met; it remained at TL -1 quadrillion rather than TL -1.5 quadrillion,
The continuum of the decline in net credits to public sector and the
fall in OMO liabilities due to the increase in Net Foreign Assets
accounted for the below target realisation.

The effects of the
earthguake shified
the monetary

policies.



Foreign exchange deposits of banking sector grew by 12% as of
October on annual basis and reached 31% at the end of the year.
Combined with the decelerating foreign exchange assets of the Central
Bank this growth kept the Net Foreign Assets at §9.1 biliion. In the
same period the fx deposits of the non-bank sector which displayed a
quarterly increase of 35% and compensated the credits given o pubiic
sector despite the fall in public deposits. Therefore the net credits
public sector declined to $ 1.6 billions as of December. The Central
Bank holds its liabilities in terms of curo while the weight in assets is
in terms of USD. Consequently the appreciation of USD against euro

worked in favor of treasury in the fx revaluation account and reached

52.5billion. OMO liabilities amounted to $4.5 billion with a growth of

88% compared to August. In light of these developments, Net Foreign
Assets increased by $ 4.2 billion while Net Domestic Assets decreased
by $ 3.2 billion. The annual growth in reserve money on 5 and TL
basis was 16% and 94% respectively and as of end-year it amounted to
$7.4 hillion. This value is noteworthy when it is considered that the
level of reserve money driven by populist policies, amounted $7.8
billion as of first quarter,

Borrowing less than redemption policy and the interventions of

Central Bank through OMO to inject liquidity eased the constraints on
financial markets in the last quarter. In order to adjust the reserve
money growth in line with the inflation targets monetary expansions
had been controlied while the net domestic assets stayed above its
target level of TL 1.1 quadrillion to avoid pressures on interest rates.
Also foreign exchange policies of Central Bank served this aim via
injecting the required TL to the market for seasonally increasing
foreign exchange demand through end of the year In light of these
policies, the slight decline of interest rates continued ﬁnd in the last
auction of the vear-in November average compounded interest raies
and real interest rates declined to 96.5% and 25% respectively.

Sy
Pt

Through the end of
1999, Central Bank
focused on interest

raies,



Exchange Rate Policy

In 1999, the change in foreign exchange basket conformed to the
inflation. Since the real and nominal interest rates hiked throughout
the year, foreign exchange loans became relatively less costly and
consequently, excluding last two months Central Bank injected TL via
foreign exchange purchases in 1999, The seasonal increasing demand
for foreign exchange through the end-year to withdraw the open

positions combined with the uncertainty cavsed by V2K and the shift

in the savings towards foreign exchange investments ended up as a
pressure on foreign exchange rates.

Depreciation of the FX Basket and Inflation
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The decline of the cross rate of USD and Euro from 1.17 to 1.01
throughout 1999, also affected the value of TL. The nominal
depreciation of TL against USD and Euro was 71.7% and 48.4%
respectively in 1999, In the same period USD experienced an increase
of 62.9% and fx basket ~1 USD and 0.77 Buro- appreciated 60.8%
against TL. In the first three quarters total depreciation of TL against
USD, DM and x basket is 47.7%, 32.5% and 40.7% respectively. In the
same period the increase in USD was 40%. As of December TL
appreciated 1.2% and 10% against fx basket and DM respectively in
real terms while depreciated 5% against USD.

S
L

Ceniral Bank formed
its foreign exchange
policy in light of the

inflation targets,



FX Positions of Banking Sector
(5 billion)
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Monetary Aggregates
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Monetary expansion in the first four months caused a real increase in
money supplies in 1999 regardless of the attempts to withdraw the
excess liquidity. The highest and lowest increases are of M1 and MZYR
respectively, Due to the increasing foreign exchange demand,
repurchase agreements declined severely in December by 21% and
26% in nominal and real terms respectively. Sight deposits and

currency in circulation moved in line with inflation in the first half of

the year. However, as of August both items accelerated and
reached 81% and 149% of increases respectively as of December.

Consequently, M1 sharply increased by 32.5% in real terms.

Money Supplies
{Annual Real Change)
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Money supplies
increased in real

terms in 1999,



Due to the real increase in time and foreign exchange deposits —26.5%
and 25.5%- M2 and M2Y displayed annual increases of 27.7% and
26.7% respectively. In the same period reserve money increased 19.39%
in real terms. The increase in time deposits continued throughout the
year and reached 106.1% as of December. Whereas the first half, in the
second half foreign exchange deposits increased in real terms and
reached 104.5% of nominal increase on vearly basis. In the last quarter,
the decline in time deposits did not exceed the increase in foreign
exchange deposits and corollary the share of currency in circulation,
sight deposits, time deposits and FX in M2Y emerged as 3%, 7.3%,
44% and 43.7%.

M2ZY (Composition %)

1894 1995 1956 1997 1998 1999 1999/1 1999/ 1 199911 19991V

Corrency in Chrenlation 88 81 64 5.8 4.2 5.3 5.8 3.5 5.5 4.9
Sight Deposit 90 73 87 7.6 5.8 6.1 5.3 5.4 6.0
Time Deposit 324 348 3506 377 40T 451 452 444 459
FX Deposits 498 496 4p1 dv8 464 4335 4246 43R 427 44,4
Total 00 1000 1000 1000 1000 1000 1000 1000 100.0 JEEERE

Source: O

In December, Central Bank not only injected $1.1 billion via OMO but
also lowered the reserve requirement rates from 8% to 6% considering
the short term financing requirement of the banks. December was 2
month of adjustments in prices by the Central Bank. In light of the
program-iied Stand-By agreement TL depreciated 8.1% against USD,
WPI increased 6.8% and Central Bank injected significant amount of
liquidity through various instruments in order to bring down the
interest rates for the sake of the achievement in the economic
program.
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Total Deposits
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In 1999, total domestic credits amounted to TL 16.7 qguadrillion.  Credits continued to
growing 52.5% in nominal terms. Central Bank and Investment &  decrease in real
Development Banks’ credits grew by 118.8% and 81.5% respectively.  terms.

These contributed to total domestic credits by 6.4%. On the other hand

Deposit Money Banks’ credits increased 51% on annual basis, While

domestic deposit money banks’ credits declined 7%, total credits fell

by 6.5%. As of November 1999, private, public, foreign and investment

& development banks’ credits constituted 03.5%, 26.4%, 3.6% and 6.5%

of total credits. As a result of severe economic slowdown since the

second half of 1998 and high real interest rates, credits/deposits ratio,

that indicates the amount of the deposits given as credits, fell to 41%

from its 1997 level of 67.3%.
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Deposit Money Banks’ Loans®

(Annual Real Change)
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Istanbul Stock Exchange

In 1998, the end-year level of ISE-100 was 2598 points. This caused
loss of 25% and 51% on TL and USD basis respectively. On annual
basis while total volume of trade contracted 44%, the value of raded
firms decreased by 46% in USD terms and price-earning ratio realised
8.1%.

The stock exchange could not achieve an instant recovery in 1999 due
to the hangover of the previous vear, crisis in Brazil and the
downgrade in the sovereign rating of Turkey by S&P. Optimistic
expectations abourt the stability afrer the elections and the
expansionary policies in the pre-election period favoured investment
in ISE. Hence, the index began to rise and reached 5354 points
following the formation of a new strong coalition.

ISE was highly
profifable in 1999,



ISE-100 Compounded Index {(1986=100)
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ISE index has intended to fall as a result of disinflationary tight policies
and early purchases of optimism for post-election period. The
earthquake in August also affected the index negatively and it declined
to 5,018 points. Index began to rise once again in the last quarter of
the vear. The reasons behind this increase might be outlined as
follows: the resolute attitude of the government for the structural
reforms paving the way to a Stand-by Agreement, foreign aids after the
earthquake and an optimism spread by the expectations. Moreover, in
December, the signing of a program-tied Stand-by Agreement with
IMF and decreasing interest rates pushed the index to an
unprecedented level of 15,209 points.

ISE provided gains of 485% and 241% in TL and USD terms
respectively in 1999, The volume of wade grew 841% and 449% in
terms of TL and USD respectively. The value of traded firms reached
$112 hillion with an increase of 235% while the price earning ratio
reached to 34.1%.



INFLATION






Inflation

Long-lasting high chronic inflation in Turkey has weakened the
economic performance. Such inflation has intensified unstable growth
and worsened income distribution. In fighting with the inflation, high
budget deficits and interest rates, backward indexation in price and
wage adjustments are the main structural obsracles against
disinflationary policies.

Political authorities have not been successful in curbing the inflation
yet. Instability in the political front combined with the lack of
necessary fiscal discipline caused the inaction against inflation. The
policies applied in light of the staff monitoring agreement by IMF
displayed government's decisiveness despite the deterrents in both
foreign and domestic markets in 1999. Dealing with the structural
reforms with a prior importance, providing forward indexation via
instituting credibility by monetary and fiscal policies, government
achieved a relative success in inflation front with the help of declining
international raw material prices and domestic demand.

Inflation
(Average annual % change)
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In 1999, serious
measures were put
into force to redoace

the inflatiogn.



Annual average increase in WPI and CPI is 53.1% and 64.9%
respectively in 1999, Compared to 1997 values, consumer and
wholesale prices decreased approximately 20 and 30 percentage
points respectively. Despite the contracted domestic demand, high real
wages kept consumer prices 10 percentage points above the
wholesale prices.

Stand-by Agreement signed in December is a stepping stone in fighting

with the inflation. For the achievement of the program, foreign
exchange and monetary policies, income policy and the fiscal policy
supported by structural reform should be implemented as a whole. In
the letter of intend the increases in consumer and wholesale price for
December 2000 are targeted as 25% and 20% respectively. The targets

for the increases in 2001 and 2002 are set as 12%, 10% and 7%, 5%.

Wholesale Price Index
(seasonal adjusted, monthly % change)

]

January March May July Seprember Mowember

1908 e TREDOI99T Average

The seasonally adjusted monthly inflation rates through 1998 and 1999
are graphed above. The monthly increases in the first quarter of 1999
generally remained below 1998 levels. However, at the rest of the year,
the downward trend shifted direction due to the public price
adjustments in order to meet the targeted budget deficit and increase

in international rasw material prices especially in crude oil.
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Inflation by Sectors
(Annual Average % Change)

(1994=100) 1995 1996 1997 1998 1999
WL 86.0 75.9 Bi.8 718 551
Private 888 74.3 80.7 759 48.2
Public 76.7 81.9 85.5 58.4 7.2
Agriculture 107.8 86.5 86.9 56.8 41.8
Mining 85.5 89.3 76.2 485 (2.4
Manufacturing Industry . 81.0 70.4 80.6 66.7 57.2
Private 81.1 68.2 77.6 70.0 52.0
Public 807 771 89.7 572 7.8
Energy 36.4 1017 71.8 71.8 64,7

Sogerce: SIS

Annual average increases in agriculture, mining and energy prices are  The core inflation
41.8%, 62.4% and 64.7% respectively. The increase in the private  declined to 52%.
sector manufacturing prices that is known as core inflation fell 1o 52%

in 1999 from its previous vear level of 70%.

Manufacturing Industry Prices
(WPI 1994=100, annual % change)
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As a policy measure, the increase in the public sector prices had been
kept below the general trend in 1998 1o fight inflation. Compared to
75.9% increase in private sector wholesale prices, public sector prices
displayed a slight rise of 58.4%. Since no structural steps had been
taken for steady decreases in inflation, 1999 became a year of high
public sector prices through political price adjustments aiming to
balance the excessive budget deficit. Beside the political choices, the
reflection of the increases in international oil prices via automatic
petroleum price adjustment mechanism emerged as a deteriorative
divergence from private sector prices. Hoping to learn from past
experiences, public price policy is expected to be a guide for overall
prices to decline, but being supported by resolute fiscal discipline and
deregulated markets from 2000 onwards.

Internal Terms Of Trade*
(Seasonally adiusted, 1994=100)
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agriculture prices / manufacturing industry prices)

Sowrce: SIS

Since the agriculture prices declined more than the manufacturing
ones throughout 1999 domestic terms of trade come down to mid-
1993 level by 113.8 as of December. The promise given to IMF by the
government to restrict the supporting purchase prices with a ceiling of
33% exceeding the international ones offers that the agriculture prices
will continue to decline in 2000.

The increase in
public prices
exceeded the level of
private sector by 23

percentage poinis,



Inflation by Commodity Groups
{Annual Average, % Change)

{1994=100) 1995 1996 1997 1998 1959
CPi 88.0 80,4 85.7 84.6 649
Food 523 F2.2 825 B2.3 486
Clothing 100.7 82.6 74.9 79.6 52.2
Housing 868 B34 g2.2 90.3 6.4
House Furniture 82.6 65.1 718 810 S84
Henlth 755 G40 B7.3 1027 787
Transportation 84.7 §7.2 93.4 0.4 70.6
Intertainment 86.0 84.5 760 93 4 50,6
Education 1.4 87.1 80.8 1973 0.1
Restaurams&Hotels 903 87.3 838 G938 9.6
Other Goods and Services  75.6 76.0 102.5 0.0 339

Sowrce: SIS

Though its level remained above the wholesale prices, consumer
prices index follows the same declining pattern. Consumer prices
increased 64.9% on annual average in 1999 while the average of the
previous year was 84.6%. The highest decline was recorded in the
food and clothing industry goods. Despite the decline in the prices of
housing, education and health sector goods compared to the increases
last year, price increases in these sectors exceeded overall 1999
consumer prices level.

In Turkey, inflation is highly inertial. For this reason constructing the
required credibility and confidence for the economic program and its
policy makers is indispensable. Central Bank’'s monetary and foreign
exchange programs, and civil servants’ wage contracts that are
consistent with inflation targets are favourable measures in this
context. Approval of Turkish candidacy to the EU, expected funds
from the World Bank and IMF, expectations about fiscal discipline and
transparency and accelerated privatization strengthened economic
agents’ confidence in the program. Turkey should take advantage of
these favourable developments and should apply any enactment that
will be costly.

Further sticky
decreases in
inflation requires
structural

refovation.






FOREIGN ECONOMIC RELATIONS






Balance of Payments

In the aftermath of Asian crisis, the total world trade volume decreased
by 0.4% in 1998. Since the Asian economies were the main oil
importers, following the crisis oil prices fell continuously. The
downward trend in international prices continued by the support of
the appreciation of USD. In the second half of 1998, the outhreak of a
crisis in Russia —one of main Turkey’ s trade counterparts- resulted in
a net capital outflow of § 1.4 billion and 36.9% decrease in the shuttle
trade.

Contraction in domestic demand provoked a more rapid fall in imports
than the exports in 1999 and the trade deficit had been curtailed. The
contraction in the invisibles item attributed to the decline of net
tourism revenues deteriorated current account balance, Capital inflows
throughout the year compensated the deficit and also provided the
increase of the reserves.

Foreign Trade

The global turmeil intensified the contractionary effects of the
disinflation program applied in the first half of 1999. Hence economic
activity slowed down considerably, Moreover, the slowdown in EU
economies due to tight fiscal and monetary policies negatively affected
Turkey's both import and export performance. Beside the decline of
domestic demand and production, the appreciation of USD in the
international markets and the continuum of the fall in international
prices since Asian crisis, pulled down the imports and exports. Despite
the real depreciation of TL, high real interest rates and unit labour
costs negatively affected the export performance. Furthermore, since
Turkey's export performance is more adaptive than the imports with
respect to external shocks, imports declined more sharply.

o9

Whereas 1998,
Current account gave

deficit in 1999,

In the first half of
1999, while the
coniracting foreign
demand pulied
down the exports,
trade deficit
improved due (o the
MOTe Severe
domestic demand
orfented contraction

{n imports,



Foreign Trade ($ Million)

1998 % Change 1999 Yo Change
Exporis {excluding shuttle trade) 27.0 27 26.6 <14
Inports 45.9 5.4 407 -11.4
Trade Deficit (1) -18.% -15.1 -14.1 -25.4
Exports/Imporns (%) SR8 - 65.4 -
Exports/GNP {current prices) 131 - 14.2 -
Imports/GNP (current prices) 223 - 217 -

(1) Impors (CIF) {excluding gold)-Expons(FOB} (excluding shutle trade)

Source: SIS, SPO

In the second half of the year, the emerging market economies
experienced a recovery due to the restored confidence in financial
markets. This triggered an upward trend in petroleum prices, and
accordingly, the downward trend in import prices had been reversed.
While the imports fell 29.5% in the first quarter with respect to same
period of previous year, in the second half it decelerated to 14.5%.

In July, the government announced some measures to accelerate the
recovery. In order to loosen the financing constraints of the to the
export sector, the government raised a fund of TL 210 trillion to
Eximbank from the budget; TL 60 trillion of which is supplied from the
Resource Utilization Support Fund. It was also decided that resource of
$ 1.3 billion from the Central Bank and $ 800million from foreign
borrowing will be provided to meet the urgent credit need of the
exporters. Some measures, such as supplementary credits troubled
firms with an improved repayment schedule were also taken. In order
to suppy middle term operational credits to the exporter small and
medium sized enterprises (SME), foreign borrowing of $ 200 million
with 5 vears maturity and TL 4 trillion from SME support fund had
been set.

In order to revitalize the domestic demand, Rescurce Utilization
Support Fund Ratio applied to the consumer credits given by the
banks is lowered 10 3% from 8%. The marturities of foreign exchange
credits are extended to 18 months from 12 months. Since the tax
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In July, mostly

export motivated

measures were taken

to revitalize foreign

trade.



reform had coincided with the global crisis, fiscal clearance and
consumption and saving based income determination regulations are
delaved ftor three vear. From 2000 onwards, the temporary tax ratio for
the corporations is lowered to 20% and the payment period is
extended to 6 months. Also further regulations for taxation of earnings
in time deposits and repurchase agreements and copyrights had been
prepared.

Beside the improvements in the foreign markets, aforementioned
measures resulted in a slight improvement in foreign trade
performance. In July, the decrease in imports and exports was 1.7%
and 13.7% respectively. Unfortunately, the earthquake of August hit
the industrial production and distorted the expectations. Conseguently
imports fell 15.8% while the exports decreased hitherto unexperienced
level of 18.1%.

Foreign Trade
(% Billion)
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Throughout 1999, exports and imports decreased 1.4% and 11.4%
respectively on annual basis. Hence, the trade deficit dropped to $14.1
billion with a 25.6% contraction and the export/import ratio improved
slightly compared to the previous year level of 58.7% and rose
65.3%.

In real terms, imports fell 6.4% while exports increased (0%.
Consequently trade deficit improved 22.9%. It is examined that, the
contraction originates from the price index rather than the volume. In
1999 export and import quantity indices grew by 4.8% and 0.3%
respectively on average. However, in the same period export and
import price indices declined by 6.8% and 5.5% respectively. Since the
decrease in export prices exceeded that of import prices from August
onwards a disadvantageous change in foreign terms of trade occurred.
If the rapid increase in international petroleum prices continues, the
hike in import prices will be probable in the future.

With respect to broad economic categories the share of investment
goods in total exports rose 1o 6.8% from 5.2% due to the 29% increase
in 1999. Sectoral breakdown of exports shows that, while the
agricultural goods exports decreased 11.4% that of industrial goods
—90% of total exports- was 0.5%.

Exports by Sectors (6 Million)*

1958 1999
Volume Share Volhume Share  Change {%)
Agriculure 2,700 100 2,303% 9.4 -11.4
Mining 304 1.3 385 1.4 5.8
Manufacturing 23 873 BB 23757 8494 1.5
Others 20 0.1 15 0.1 -23.3
Total 26,974 100 25,588 100 -1.4

FISIC Rewdsion 3 classification, exciuding shuitle trade

Reurce: 5P0

In real terms, the
contraction of
foreign trade is

relatively smaller.

While total exports
declined, the share
of investment goods

increased.



With respect to broad economic categories severe contractions
experienced in imports in line with the recession and considerable
decline in import prices. The highest decrease occurred in capital
goods by 18.1%, while intermediate and consumer goods imports feli
by 10.1% and 4.9% respectively.

Imports by Main Commeodity Groups ($ Million)*

1998 1999
Volume  Share (%) Volume Share (%) Change (%)
Investment Goods 10,665 23.2 8,730 21.5 -18.1
Consumer Goods 5,322 116 5,063 12.4 -4.5
Raw Materials 29,562 G4.4 26,571 653 -10.1
Others 372 0.8 327 0.8 -11.5
Total 45,921 100.8 40,0692 100.0 -11.4

*BEC classification

Senerce: SP0

Despite the negative effect of depreciation in Euro against USD on the
calculation of total exports value in terms of USD, exports to EU -our
major trade partner- expanded by 6.2%. The share of exports to EU in
total increased 4 percentage point and reached 54%. In the same
period due to the rise in exports to USA by 9%, she became the second
major export market of Turkey. Exports to non-OECD European
countries and to CIS declined significantly by 30.9%. The 56.59% fall of
exports to Russia as a consequence of the Russian crisis played an
important role in this decline.

e
[4Y]

As of Movember,
capital and
intermediate goods
entered an upward

trend,

Even though total
exports declined,
exporis to U7
expanded.



Exports by Destinations (§ Million)

1598 1999
Volume Share (%) VYolume Share (%) Change (%)

Towal 26,974 100.0 20,388 1000 1.4
1. OECD Countries 16,910 (2.7 18,0359 W] a7

A, B Countries 13,457 498 14,332 5390 6.7

B. EFTA Countries 306 1.3 3641 1.4 1.4

C. Other OECD Countries 3,117 116 3344 2.6 7.3

It Non-OFCD Countries 10,064 573 3473 0.6 4546

Source: SPO

When the imports by destination are observed, i's seen that the share  Despite the sharp
of imports from EU in total decreased 11% and ended up 52.6%. On  decline in total
the contrary, a rise of 10% occurred in the imports from Russia. imports, imports

from Russia

Imports by Destinations ($ Million) increased.

1998 1999
Volume Share {%) Volume Share (%) Change (%)

Total 43,921 100.0 40,697 1004 -11.4
1. OECD Couniries 33,471 72.9 28,3206 69.6 -15.4

A. EU Countries 24 074 S2.4 21,419 2.6 -11.0

B. BFTA Countries 1,169 2.5 926 2.3 -20.8

¢, Other OFCD Countries 8,228 179 5,981 14.7 -27.3

1. Non-OECD Countries 12,031 26,2 11,838 29.1 -1.4

Sowrce: SPO



Cuarrent Account

As the fall in imports had exceeded that of exports since the beginning
of 1998, trade deficit shrunk. However, the sharp decline in tourism
revenues and the rise in interest payments caused the invisibles to
contract. Summing up, whereas the surplus of § 2 billion in 1998, a
deficit of § 1.4 billion occurred in 1999,

Current Account Balance®
{(Comulative for the Last 12 Months)
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* Shunle rade & included since 1798,

Soneree: SIS

Under the influence of the recovery in Russian economy since the
second half of 1999, the shutte trade, an important item in the current
account, entered a slight upward trend. However, as of December it
declined 38.9% on annual basis. Despite the adverse effects of the
earthquake and the remarkable decline in suitcase trade, decrease in
exports remained below that of imports. Thus, foreign trade deficit
dropped to § 10.4 billion by an annual contraction of 26.5%.

]
i

Drespite the sharp
decline in invisibles,
the improvement in
foreign trade balance
compensated further
deterioration in the
current accouni

balance.



Current Account Balance {8 Million)

1598 1699

Merchandise Exporis (foby) 31,220 20326
Exports (fob) 26,973 26,588
shutlle Trade 3,689 2,255
Transit Trade 558 483
Merchandise Import (fob) 45,440 -39.773
Imports {cif) 45 922 ~40 52
CGold Imports {cif) 1,761 1,079
Transit trade SS14 447
Freight and Insurance on lmports 2,757 2,440
Trade Balance -34,220 <10, 4447
Other Goods, Services and Income (Credin 25,502 18,748
Tourism 777 5,203
Interest 2,487 2,350
COther 16,144 11,195
Other Goods, Services and Income {Debit) ~15,325 ~14,840
Tourism -1,754 1,471
Interest -4 B23 5,450
Other 8,745 -7.919
Total Goods, Services and Income -3,743% 5,530
Private Unrequited Transfers (credit) 2 568 4813
Workers' remittances 5,350 4,529
Cther 212 284
Official Unrequited Transfers: Net 159 362
Workers' transfers 41 47
Other 118 15
Current Account Balance 1,984 -1,364

Source: 3P0, CB

Tourism sector also displayed a poor performance in 1999, Although
government took some measures to achieve some improvements, net
tourism revenue declined by 31.2% compared to previous year. The
other factor which played role in the 44% contraction of the invisibles
was the interest payments which increased 32.4% on annual basis.
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Capital Account

Portfolio investments which is the most volatile item of the capital
account, displayed an inflow of § 3.4 billion, almost the half of the
outflow triggered by the Russian c¢risis in 1998, The major source of
this remarkable change was $ 3.2 billion of bonds issued in the
international markets. The improvement in foreign borrowing is
attributed to the reemergence of optimism in the stock exchange and
domestic markets due to the resolute attitude of the government
towards structural reforms.

Capital Account
(Yearly Cumulative)

{5 Billion)
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Source: SI5

Foreign direct investments continued to decline in 1999 and fell to
$ 138 million with 76% decrease compared to previous year. While the
increase in repayments in the absence of new rollovers caused long-
term capital flows to shrink 91%, short-term capital flows dried by 71%
due to the fall in deposits. Although credits including net error and

.
|

In 1999, capital
inflows amount 1o
$ 6.6 billion due to
the increase in
porifolio

investments.,



omissions of § 1.9billion capital inflows amount to § 6.6 billion in
1099 Considering the $ 1.4 billion deterioration in the current account
balance, $ 5.2 hillion of reserve accumulation occurred. In the same

period, net credit of § 408 million from IMF carried the official

reserves to $ 5.6 hillion.

Capital (S Million)

1998 1999
Capital {excluding Reserves) 448 4,671
Direct Investments {net) 575 138
Portfolio Invesiments {nat) 5,71 3420
Other Long-Term Capital 3,585 345
Drawings 11,505 11,036
Repaymant 8,174 10,560
Dresdner (ne) 654 -131
Short-Term Capital 2,60 759
Assets -1,464 -2.571
Credits Extended ~261 ~35%
DMBs Fx, Holdings and Other Assets -752 -1,827
Other Assets -451 -291
Liabilities 4,065 3,330
Credits Received 1,842 2,960
Deposits 2,223 A70
Net Errors and Omissions -1.985 1.699
Balance ltems
Overall Balance 447 5,200
Change in Reserves {1) -447 5,200
Reserve Position in the Fund IMF G -112
IMF -231 520
Official Reserves (1) -216 -5.614

{1) (-3 shows the increase

Source: SPO, OB



External Debt

At the end of December 1999, total external debt amounted to § 101.7
billion with an increase of § 4.8 billion compared to previous vear. The
uncertainty in the international markets caused the maturities of
foreign borrowing to decline and corollary the short-term debt rose to
5 23.1 billion with an increase of 10.6% on annual basis. The same
reason applies for the slight decrease in the share of long term
external debt stock in total. Medium and long term debt stock
amounted to § 78.3 billion by an increase of 3%5% on annual basis.

Outstanding External Debt (8 Million)

1998 1999
Volume Share Volume Share  Change (%)
Medium and Long-Term 78816 e 21,921 TAT 3.5
Public Secior 403, 208 375 40,584 265 1.9
Ch 12073 11.4 16,608 2.0 -17.1
Private Sector 26,530 250 31,328 28.2 181
Shor-Term 27,236 257 29,294 2.5 748
Total 130,052 0.0 111,215 0.0 4.9

Eonree: UT

The ratio of short-term debt to international reserves decreased o
62.6% in 1999. Considering the previous vear level of 70.1%, which
was higher than the 1994 post crisis period, it can be said that
credibility had been gained relatively faster. Also the ratio of
international reserves to the total external debt stock increased to
28.8% in December 1999 with a five percentage point enhancement
compared {0 previous vear.
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External debt stock
reached 10 8

I01.7 billion in
1999,



Foreign Exchange Rates

The downward trend of the trade weighted real exchange rate, which
occurred in the second half of 1998, kept its pace in 1999. The
weighted real exchange rate index shows that TL depreciated 4.1%
against trade weighted FX rate compared to 1997. Due 1o the problems
occurred in Turkey’s trade counterparts TL appreciated 1.2% on
average in 1998. However, 1999 was a year that USD appreciated in
the international market and consequently TL depreciated 5.3% on
average. Despite the disinflation policies in the first half of 1999, real
exchange rate did not deteriorate current account balance. In light of
these developments, 1999 foreign exchange rate policy caused
intensified comparative price advantage (o the exporters.

Trade Weighted Real Exchange Rate

{1593=100)

85

B8
75
mwxﬁ\mm\mhr\hh:\wwm\xsms:mc\:\c.\cxcxa\
C\C\C\Ca\é\&fa\ﬁ\ﬁ\&&&&S\GG\&‘\_G\&Q\C\C‘\V’\C\
S e S S S B o S
ﬁmmhmwﬁﬁ“m,hﬁ\ﬂﬁ”htﬁhi\m’*?ﬁw?“\G"““‘
GDD{DOHD@QO@MGDC«“QS—*QQCCCW
Source: OB



TURKISH ECONOMY IN 2000






Realization, Targets and Expectations

The urgent need to exit the recession that deteriorated all
macroeconomic balances for almost two years, comprehensive
stabilization program that aims to achieve an enhancement in PSBR
and growth potential via fiscal discipline and sticky decreases in
inflation and interest rates was indispensable. Unlike the previous
ones, 17th Stand-by Agreement was a front-loaded one which required
necessary reforms and regulations on the structural front. Through the
end of the year government’s resolute attitude became fruitful by the
legislation on social security system, international arbitrage and
banking sector.

Main Economic Indicators

1999 20060°
GNP (§ million) 187 328 218,081
Growth rate (96) 6.4 3.5
GNP deflator (38) &0.0 425
WP average (%) 331 385
WP end-vear {94 629 20.0
CPI average (%) 649 444
CP! end-year (35) 6B.8 25.0
Average USD exchange rate 417,674 573,030
Privatisation revenue {$ billion) .22 76
Budget Deficit / GNP {94 -i16 -11.5
Primary Surplus /7 GNP (34) 2.1 5.4
Cugrent Account Balance / GNP {95 -8 -1.%

Soseree: 590

BP0, Arsuad Programme

The approval of Turkish candidacy for EU membership and the Stand-
by Agreement with IMF adjusted expectations positively. Support of
the enriched opportunities from abroad reinforced confidence in the
government program.

Unlike 1999, 2000 is
expected 1o be a year
of stable economic

performance.



Unlike the previous ones, a detailed monetary program declared on
December 9, supports the 17th Stand-by Agreement. In light of the
program, the Central Bank chose the FX rate as the nominal anchor to
bring down the inflation. Considering the targeted end-year inflation
of 20%, the FX basket is expected to depreciate 19.9% in the same
period. One year ahead announcement of the daily envisaged
depreciation of FX basket also helps the Central Bank to decrease
uncertainty and partially cost oriented inflation. After July 2000, the
exchange rate will be allowed to fluctuate in a gradually widening
band till the end of the program.

FX Basket Targets
End of Month ¥Yalue Change
{1 USD 0.77 EUR) Monthly (%) Cumulative (%)
2000 January 979,160 2.1 2.1
February 999,722 2.1 4.2
March 1,020,716 2.1 6.4
April 1,038,069 1.7 8.2
May 1,055,716 17 10.1
June 1,073,663 .7 12.0
July 1,087,621 1.3 13.4
August 1,101,760 1.3 149
September 1,116,083 13 16.4
October 1,127,243 1.0 17.5
November 1,138,516 1.0 87
December 1,149 901 1.0 169
2001 January 1,160,250 09 1.9
February 1,170,692 0.9 1.8
March 1,181,228 0.9 2.7
Source: CB

In order to support the exchange rate policy, monetary policy is also
based on the inflation targets. Net domestic assets and net
international reserves are chosen as performance and indicative
criteria with upper and lower bounds. Money creation of the Central

B4



Bank is decided to be based on the increase of net foreign assets and
sterilization will be avoided. Additionally, in order to satisfy the
liquidity need of the banks reserve requirement rate is lowered.

The crucial fiscal front of the stabilization program is decided to be
maintained through performance criteria set for quarterly consolidated
budget and overall public finance. Moreover, an explicit structural
reform program is announced as a performance criterion beside the
privatization program in order not to leave any void. This program
includes topics such as agricultural supports, social security system,
transparency in public finance and transparency, tax policy and the
supervision of the banking system. While foreign debt is projected o
substitute an important portion of domestic borrowing an upper
ceiling to total and short term foreign borrowing is brought to reduce
the indispensable risk.

Performance Criteria and Indicative Targets

December 1999 March 2000 June 2000 Sept 2000 December 2000

Net Domestic Assers UL willion) -1,200 1,200 Bl -1 200 -1,200

Met International Reserves (3 million) 12,600 12,000 12,750 12,

Tad
]
1Y
[y

13500

Primary Balance of the

Comsolidated Government Sectar (T wrillion)” 1000 1,500 24500 3600 4,500

Prirary Balance of the

Consolidated Government Sector {TL million® - 2.150 3,830 3,500 9300

Contracting or Guaranieeing of
New Exwernal Debils million) 8,500 12,000 165,000 203,000 23,500

Oustanding Short-term External Debt Stocks 500 500 SO0 S0 300

* The value for 315t of December 1888 35 the cmudative vadue since 315t of December 1908,
* Including privatisalion revesnues,
Source: Lefter of intend disclosed to IMF
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Monthly industrial production index shows that the contraction in the
industrial production slowed down since November. The seasonaily
adjusted growth rates for December, January and February, that
displayed positive growth in three consecutive months for the first
time since July 1998, are 3.3%, 4.1% and 5.7% respectively. While the
growth in the industrial production in March stayed below the
expectations by 1% on annual basis, the performance of the
manufacturing industry was poorer by 0.2% for the same period.
Although the long religious holiday caused loss of production, 1.2%
annual growth of seasonally adjusted industrial production is not
promising when the 12% of contraction in the same period of previous
year is considered. According to the quarterly figures, seasonally
adjusted industrial and manufacturing industry productions rose by
3.4% and %2.8 respectively. Second quarter onwards it is expected that
the growth in the manufacturing industry would exceed the industrial
production’s and the growth would be accelerated,

While the seasonally adjusted growth of industrial production in April
is 2.4%, 2.6% growth of manufacturing industry in the same period
accounts for an important portion of 2.7% growth in the industrial
production index. In the first four months of the year the average
growth in the industrial and manufacturing industries are %3.6 and
3.3% respectively, The severe contraction in the petroleum products
that amounts 25.7% in the first four months of the year is one of the
key components that hinder the growth in the manufacturing industry.
The growth in clothing and textile sectors in the same period is 18.6%
and 13.6% respectively. One of the promising developments is the
15% growth in machinery and equipment production. Also the
recovery in food sector since March and 52.8% increase in motor
vehicles production in the first four months indicate a recovery in the
domestic demand.
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Re-entering a growih
path, the economy is
expected to keep
company with a
5.5% growth rate.



Seasonally Adjusted Industrial Production Index
{(Level)

{1597= 1)

120

50 ' ;
o Lo I oo N e N o v T T e DY O Ay o e e o S AN U D A T O D T 30 S0 00 O On O O o
S e S e  F T EE
e A e e e g s Iy e I e e

Another indicator of the recovery in the real economy is the 40%
annual increase in the imports. The sharp increase in the imports of
intermediate goods, which amounted to 45% in the first quarter,
constitutes a major part of the hike in imports. Considering that the
stocks of capital and intermediate goods decreased in line with the
severe contraction in 1999, this tendency of increase in imports partly
reflects the attempt to maintain the required stocks while the exchange
rate differential is in favour of imports.

In line with the stabilisation program, the growth of production is
expected through the utilisation of idle capacity to avoid inflationary
pressure. Consequenily, capacity utilisation rate is expected to
increase. While there is a slight increase in the capacity utilization rate
when compared to previous end-year level, the rate staved below the
same period level of previous year in April by 75.9%. The weakness in
domestic demand is still the main reason for idle capacity, but on the
other hand, the decrease in the toral share of insufficient domestic and

89

The success in
dealing with the
structural reforms
and bringing down
the real interest
rates in 1999, will
affect the budget
performance

positively in 2000.



foreign demand among all other causes is promising when compared
noints increase in the share of insufficient raw materials in import
goods, which was 1.3% in April 1999, constitutes an important part.
This indicates that the hike in imports, especially in capital and
intermediate goods, reflects a compensation of the low stock levels of
the industry due to the contraction in economic activity in 1999

Consolidated Budget Balance
(At 1994 Prices)
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On 12 months basis there is a slight improvement in the consolidated
budget deficit. While the deficit seems to be swmbilised around 5 23
billions, the primary balance improves. The supportive, so called
rearthquake taxes’ eased the constraints of the budget by

accumulating TL 1 quadrillion ($ 1.4 billion) of income in the first four |

months of 2000. However, despite the challenging performance
obtained in the incomes side, tax revenues could only afford the 83.7%
of the interest payments. In the same period consolidated budget
revenues accumulated o TL 9.9 guadrillion while the expenditures

rose to TL 16.3 guadrillion. The total transfer paymenis TL 9.5

S0

The fall in interest
rates and structural
reforms will
inprove the budget
performance from

2000 onwards.



quadrillion of which is indirect payment constitute the main part of the
expenditures with a total of TL 12.6 quadrillion. TL 1.4 quadrillion of
transfers note to social security accounts for the biggest portion in the
non-interest transfer payments. Consequently, while the primary
surplus rose to TL 3.1 quadrillion, that is 45% of its end-year target of
TL 6.8 quadrillion, the budget deficit is realized as TL 6.4 quadrillion in
the first quarter. The privatization of POAS, TUPRAS and the sale of
GSM license, total of which amounted 1o a satisfying level by USD 5.5
billion, when compared to the $ 7.6 billion of annual targeted value,
constitute an important role in achieving public finance rargets.

Central Bank acts in line with the monetary and exchange rate
policies, which are constructed in order to support the program. The
monthly depreciations of the FX basket in the first quarter and in April
are realized as targeted in the program, that is 2.1% and 1.7%
respectively. The performance criteria for the first half of 2000, which
are Net Domestic Assets and Net International Reserves, stayed within
the targets and the ceiling and floor levels declared had not been
exceeded. Net Domestic Assets (NDA) realized as TL 1.1 quadrillion
in the first quarter and did not exceed the upper and lower bounds of
TL -1 quadsillion and TL ~1.4 quadrillion respectively. Due to the
decrease in OMO liabilities NDA increased to TL —1 quadrillion. Net
international reserves stayed at a considerably high level by § 23
billion when compared with the lower bound of $ 13 billion.
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As a consequence of the harmony of fiscal and monetary policies
implemented in the first quarter with the program, the risk premium,
which is the main component of interest rate formation, decreased to
reasonable levels. The sharp decline in the exchange rate risk with the
pre-announced rates and the political resolution to bring down the
public deficits and inflation to sustainable levels played an important
role in the fall of the risk premium. Consequently, with the increasing
capital inflows and external borrowing, the nominal compound
interest rate of Government Domestic Bills decreased 1o 34%.
Treasury’s borrow less than redemption policy caused an excess of TL
3.5 quadrillion in the markets. Also, the increasing foreign borrowing
opportunities helped to collect $ 4.5 billion in the international markets
and these policies eliminated the pressures on nominal interest rates.

The increases in WPI and CPI with respect to end of 1999 are 18.2%
and 17.1% respectively as of May. In the same period the increase in
the public and private sector WPIs are 12.3% and 20.5% respectively.
The 28.2% increase in the agriculture sector prices in the same period
accounts for an important part of the increase in private sector
wholesale prices. The manufacturing sector experienced a total
increase of 15.1% in wholesale prices in the same period, while the
increases with respect to public and private sectors are 11.6% and
16.7% respectively. It was expected that the political price adjustments
in the public sector manufacturing industry prices resorted since April
1999, which amounted to 130% increase at the end-year, would cause
the private sector prices to rise with a lag. However, the private sector
bringing down its unit production costs with the help of the
disinflation program, attached to market conditions in its price
adjustments. 16.7% increase in the private manufacturing sector prices
in the first five months, which is less than the increase in WPI in the
same period, supports this view,

The most beneficial
achievement of the
stabilization
program is the
decline in the

interest raics.

The effect of
program on
inflation has

occurred.



Inflation, Nominal Interest Rates, USD Exchange Rate
{Annual % Change)
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There are four main aspects in fighting with inflation with respect 1o
costs. These are controlling the price of the inputs purchased from
abroad and domestic markets, decreasing the cost of financing and
forward indexation of the wages. In light of the economic program the
exchange rates are pre-announced and the cost of inputs purchased
from abroad has taken under control and could easily be envisaged,
Since the public prices are tightly controlled, the cost of raw materials
maintained from domestic market has also been mostly under control.
The decrease in the nominal and real interest rates unleashed an
important amount of financing burden. Corollary, the resolute attitude
displayed in the purchase prices of cereals should be repeated for the
wage contracts in the second half of the year. Though a real increase
in the private sector would not dampen the program due to the
improvement in productivity, the increase in wages should be in
harmony with the expected inflation. It is indispensable that, forward
indexation should be substituted for backward indexation in all
contracts during this period of disinflation. If any difference between
expected and realized inflation would occur, it can be reflected to the
wages in order to prevent a fall in real wages.
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Forward indexation
of wages will
support the
cost-side struggle
against inflation.



Hourly Real Wages and Productivity
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TL appreciated 2.7% in real terms against USD in the first four months
of 2000. However, as of May with the help of decreasing inflation rate
and the appreciation of Euro against USD, the real appreciation trend
of TL against USD ended. Also the change with respect to FX basket
kept its previous montlv’s level in May and the real appreciation of TL
in the first five months is 5.7%.

Due to the hike in imports with respect to exports, foreign trade deficit
rose to $ 13.7 billion, while the current account deficit amounted
$ 5.2 billion on yearly basis as of March. {_,@mcquemiy the end-year
target of current account deficit is revised to $ 5 billions. In the same
period, the net capital inflow was § 6.9 billion and considering the
2 billion net errors and omissions, § 2.8 billion accumulated in the

TESErvVes.

TUSIAD expects the economy 1o grow 4.8% in 2000. The annual average
increase  in WPI is estimated to be 50.9% while the end-year level is
expected to be 30%. TUSIAD states that the fall in inflation should be
realized as the convergence 1o the monthly depreciation of FX basket.

4

The accelerating real
appreciation of TL

has ended as of May.

Due to the
acceleration in the
economic activities,
an expected
deterioration
oceurred in external
balance.

Estimations of
TUSIAD for 2000 are
in line with the

Prograim targets.



Price Indices and the FX Basket Rate
{(Monthly % Increase)

(donthly 9 ncrease)
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Considering the tight fiscal policies and the growth rate, the revenues
and expenditures of budget are expected to be, TL 31.6 and TL 45.9
quadrillions respectively. Therefore; the budget deficit is expected to
be 11% of GNP,

The Central Bank announced that its policies would not diverge from
the declared monetary program. Corollary, the devaluation of the FX
basket that is announced as the nominal anchor, is expected to fulfill
its end year target, 19.9%. It s also expected that with the help of
decreasing inflation real appreciation of TL would be 1.3%.

TUSIAD estimated that the nominal interest rates will be stabilized
around 30% at the end-year, though a slight increase is expected in the
second half due to the deterioration in the current account, The sharp
decline in the interest rates of the beginning of 2000 caused the real
interest rates o pull to negative levels. In line with the inflation and
interest rate estimations, it is expected that the real interest rates will
converge to o through the end year.
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Current Account Balance (*)
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TUSIAD estimated the exports to reach § 28.8 billion, considering the
expected vigorous economic performance in the EU countries, which
are the biggest foreign trade counter parties of Turkey. Also, due o
the expected increase in economic activity and import prices, imports
are expected to excess the government target of $ 46 billion and reach
to § 48.1 billion. Consequently, the foreign trade deficit is expected to
be $ 19.2 billion instead of the wrgeted level of § 17.7 billion. The
expected increase in the invisibles is expected to slightly compensate
the deterioration in the foreign trade balance and the deterioration in
the current account is envisaged to be tolerated.
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Macroeconomic Balance
{TL billion, at current prices)

%% Share

1998 2000 1998 1560 2000
1. GNP 33,012,783 124 "9(}{% 504 100, O 100.0 100.0
2. Foreign Defici 4133 732 4,472,307 2.8 3.6
3. Total Resources 53 416,515 120 a:;_‘i?,(}{} 162, b 1036
4. Towl Investment 12,657 9% 301,195,383 4.2
5. Fixed Capital Investment 12,977,101 : 7 235
5.1 Public ; E‘E}E_,?S} 0.8
5.2 Private G.784,320) 185 16,0 16.7
6. Change in Stock ~33% 104 0.6 0.3 07
6.1 Public 278900 (.5 -1 0.2
5.2 Private 18094 -1.2 {04 (3.4
7. Total Consumption 40,776,600 7HE 80.2 TO.4
8. Public Disposible Income 4339891 : S.1 H.6 55
9. Public Consumption 5869 446 15874, Mw 111 30 127
10 Public Savings 1,029,555 8,515,326 -1 0.4 -0.8
11, Public Investment "‘i;’i?LGSE 8,543 06% 6.5 7.1
12, Public {Saving-Investment) -4,501,236 17,358,5¢ 3.5 -13.9
13. Private E)zagmmb e Income 48,172 800 ¥ 90,9 941
14 Private Consumption 34,909 160 «‘3”; 48,801 658 66.7
15, Private Savings i “_’,"’(;'3;3“5{} ; > 34,235 5158 25.0 27.4
16, Private Investment Q166,225 12.700.,689 21,352,320 17.3 171
17. Private(Saving-lnvestment) -fé.ﬁ&'}?j{}zé 8,105,865 12 880,194 77 0.3
18, Private Savings Ravio 7.9 28.1 2.1 4
19. Toml Domestic Savings 12,234, ?.”i 164801065 25722984 231 158 2006
20. F.Capital Invest /GNP 245 224 235
21 Domestic Saving/GNP 231 R 0.6
* IR0 Hstimerte
“Annnal progranane
Swuree: 3P0
Macroeconomic Balance
(TL billion, at 1994 prices)
% Change
1908 1999~ 2000 1998 1909 2000
1. GNP 5,052,419 3,223,696 3.8 -2.0 5.5
2. Foreign Defici <S4, 20 1‘53’ 410 3.3 2.7 -1
A Total Resources 4 D08 200 5,356,100 0.5 07 6.5
4 Towl Investment 1,281,730 iér 0.0 ] 125
3, Tixed C &;‘sa%&i Invesunent 13149319 'ik 1.7 -7.6 1140
5.1 Public 333328 5.1 4.1 14,5
.52 Private 981,591 -38 -110 w3
. Chc:mw_ m %{md«, -3% 188 {3 1.0 0.4
6.1 0 27,289 0.1 0.7 0.4
6.2 Psmw 60,477 0.4 1.7 0.0
7. Total Consumption %,?26 il’?} 3,758, i)}% 0.6 22 4.5
8. Public Disposible Income 7 lis} 9,}«4{ -28.% -56.5 -1
9. Public Consumption 4.4 0.3 4.3
10, Public Savings 2,425
11, Public Investment 360,617 5.8 5.5 209
12 Pablic (Saving-Investment)  -473.042 ;
13, Private Disposible Income 4,880,081 081,141 7.5 2.3 5.1
14, Private Consumption 3,231,717 3,412 407 0.1 1.0 4.5
15. Private Savings 1,448,205 1,508 734 281 5.3 G4
15, Private Invesimert 921,113 974,375 21 3.2 $.3
17, Private(Saving-Investmenty 527,251 694,355
18. Private Savings Ratio 0.9 A28
19. Towl Domestic Savings 1,335 940 1,253,700 136 137 &R
20, FCapital Invest /GNP 26 258
21, Domestic Saving/ /GNP 264 24

1) % chuange shows the impact on the growth of GNP

‘339{3 Estimute
** Anspread Progranse
Foairoge SP0

103



Gross National Product

{Annual % change, at 1987 prices)

1999
1994 199% 1996 1997 1998 1. . i Iv.
Agriculure 0.7 2.4 .4 -23 8.4 -5.0 -4.7 32 B3
Industry 5.7 12.% 7.1 0.4 20 9.3 0.8 53 246
Mining 5.0 -5.5 2.3 47 T3 S205 5.3 -7.4 5.3
Manufaciuring 7.6 138 7.1 114 1.2 SEEE: 0.3 G100 A0
Energy 3.4 9.6 .7 5.0 5.3 2.4 29 -1.8 20
Construction -2 -7 58 ERY 0.7 S5 <115 134 152
Trade 76 1.5 RO 11.7 1.4 -13.2 -3 B3 3.7
Transporation and Communication 2.0 5.7 T ERe SRy “75 1.1 24 274
Financial Institadons -1.5 3.4 22 39 6.9 7B BN 2.5 38
Ownership of Dwelling 8 21 2.4 23 2.1 2.0 2.1 1.0 8
Business and Personal Service -4, 7.3 £.3 59 3.4 -85 -0.8 S8 .42
-y Imputed Bank Service Charges -1.8 0.5 0.6 1.9 8.0 7.5 73 52 45
Sectoral Total -4.0 7.3 H.8 7.4 3.2 R 1.7 6.3 4.4
Governmen! Services 0.5 2.5 <13 0.1 3.5 TR 0.7 08 2.0
Private Non Profit Instinations -2.5 -14 0.9 1.4 1.7 1.9 1.5 2.3 5.0
Import Duties -35.2 115 i3 183 <10 2215 -47 500 128
GOP (In Purchasers’ Value} =55 7.2 T4 75 3.1 -G =17 5.0 -34
Net Factor Income from the
Rest of the World G20 1THA 170 631 422 52 544 AG.4 WBO2
GNP {in Purchasers’ Value) 4.1 8.0 7.1 5.3 39 87 -3.2 -7.4 5.1
GNP by Origin
(%% share, at 1987 prices)
1999
1994 1995 1096 1997 1998 1. 15 1Ty, XA
Agriculre 5.7 148 14.4 13.0 13.6 4.5 9.0 248 115
Indusiry 7.0 280 28.0 8.5 281 B35 2104 232 HE5
wining 1.8 15 1.5 1.4 1.5 1.3 1.6 14 1.5
Manufacturing 223 235 235 24.2 236 MG 264 193 243
Energy 9 a8 30 25 30 4.2 3.1 25 335
Construction 5.7 59 58 37 3.5 5.2 5.3 4.8 5.3
Trade 201 208 211 218 21.3 4 215 25 22.0
Transportation and Communication 129 12.6 127 12.6 127 145 13.6 114 134
Financial Instirgtions 2.6 2.4 2.3 2.2 2.5 5.2 27 .0 2.8
Ownership of Dwelling 3.6 5.3 5.0 4.8 4.7 6.4 3.3 4.0 5.2
Business and Personal Service 2.3 2.3 2.3 232 2.2 2.2 2.3 2.3 2.3
(-y Imputed Bank Service Charges 2.3 3. 24 1.8 15 2.6 22 1.6 23
Sectoral Total D05 901 Ho.8 #9.6 B85 8655 89.0 o1 4 o
Government Services 4.8 4.5 4.2 3.9 4.0 25 4.5 2.4 4.6
Private Mon Profit Institutions (.4 .4 0.4 .3 0.3 .4 04 0.5 0.4
Import Duties 37 38 4.4 4.8 4.4 5.3 4.8 25 4.9
GDP {In Purchasers’ Value) o060 g5 on7 as.0 073 875 087 9B o G
Net Factor Income from the
Rest of the World 3.4 1.2 1.3 243 2.7 2.5 i3 1.1 .4
GNP {(In Purchasers' Value) oo Inog 1000 1000 100.0 W00 1000 1000 1000

Source: 515
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Gross Fixed Investment by Sectors

Total Investiment

Sectors 1994 1996

ik
NG
N
(¥4
-
o
NG
-4

1998 159" 2000

Agriculiure 4.3 3.3 5.6 5.8 5.4 5.1 5.4
Mining j 1.2 11 1.2 }} 1.5 i.3
Manufacturing 209 219 217 18.2 17.6 15.4 158
Lnergy ' 28 2" 3.1 59 b6 5.3 6.2
Transpoation 8.3 18y 193 241 234 224 205
Tourism 23 2.4 2% 21 2.8 3.6 27
Housing 350 37.3 35.0 285 8.1 30.6 311
Education 2.1 20 24 37 37 4.3 4.7
Health 2.1 1.7 2.2 i A A8 A1 3.1
Other Services 6.7 6.5 70 7.2 7.7 8.7 8.7
Total 100L0 0.0 100.0 REARE 1000 0.0 100G

Public Investment

Sectors 1094 1995 1996 1967 19985 1999°

o
L]
o
el

b
L3

Agriculiure 9.9 118 10.3 PLERS 7.8 8.5 w4
wlining 2.4 R 1.7 1.6 1.3 1.6 13
Manudacturing 30 35 4.5 2.5 25 3.5 4.0
Energy 115 12.9 12.3 128 17.1 125 153
Transportation 41.4 AR 7 32.4 334 3440 A5TF 214
Tourism 2.3 25 25 {45 0.5 0.5 .4
Housing 1.7 14 0.8 15 15 2.8 2.1
Education 7oA 8.4 37 126 10.6 11.4 125
Health 4.0 4.0 .85 A4 4.7 A6 4.5
Other Services 18.8 18.2 20.2 19.2 10 19.9 105
Total 100.0 1000 0.0 TG 100.0 1000 0

Private Investment

Sectors 1994 1995 1996 1997 1998 1999+ 600

Agriculure 2.7 34 4.5 4.3 4.0 37 5.7
Mining 1.2 1.1 5.9 1.1 13 1.4 b2
Manufacturing 25.5 254 237 228 22.4 20.2 206
Energy e 0.5 0.9 35 32 2.4 24
Transponation 12.4 138 10.2 21.4 19.7 17.2 16
Tourism 2.4 2.4 2.3 23 3.4 4.8 5
Housing 485 451 43,1 36.4 368 415 43
Education 0.8 0.7 0.7 il 3.8 1.5 15
Health 1.0 1.2 1.7 249 3.5 29 23
Other Services 4.2 4.0 3.9 A8 4.0 4.5 4.2
Total 1G0.0 L0 160.0 £$00.0 JREERE 100.0 1H00.0

* SPO Estimaie
* Avenuad Prograpimg
Seaeree: SAC
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Sectoral Breakdown of Investment Incentive Certificates 9

Sectors 1994 1995 1996 1997 1998 1999
Agricutture 1.0 0.4 18 08 2.1 2.0
Mining 20 0.5 1.3 1.7 2.2 1.2
Manufacturing 61 7.0 75,7 63.0 48.7 43.4
Food&Beverage 44 29 7.1 6.4 G0 3.8
Textiles 237 Fi1T 0.6 328 14.4 4.5
Forestry Products 24 .3 0.9 1.3 1.4 1.4
Paper 1.1 1.3 1.4 13 13 1
Leather & Leather Products 0.7 0.7 0.5 05 4.5 (1
Hubber 03 046 1.3 18 30 13
Chemicals 7.4 2.3 0.0 0.5 32 58
Glass 03 0.4 1.8 0.2 (.4 0.5
fron & Steel i1 08 1.1 3.1 14 14
Non-Ferrous Metals 0.2 0.4 07 1.3 0.5 0.3
Transport Vehicles 55 1.3 52 5.3 3.7 31
Metal Goods 23 0.6 2.2 2.4 2.4 3.0
Measurlg Devices 0.2 0.1 0.1 0.6 0.4 0.6
Machinery 0z 0.2 15 140 0.9 6.4
Electrical Machinery 0.3 4.5 0.8 0.7 0.8 0.8
Electronic 0.3 .0 0.4 3.2 .4 10
Cement 5.5 0.6 36 38 4.9 50
Cley and Cement Products 1.0 4 D4 13 1.1 1.0
Ceramics 15 13 0.5 6.9 17 1.0
Others 0.8 1.2 36 1.9 19 1.5
Energy 4.9 23 344 7O 5.1 4.3
Services 320 &1 198 316 an 49.0
Transporanon 14.7 6.2 125 125 8.8 228
Tourism 3.3 3.9 2.4 4.7 5.2 6.4
Dther Services 14.2 24 2.3 10.3 7.9 157
Toral 1004 1030.0 1000 1600 1600 JREIRY)
Amount of Investment (Billion TL) 214,052 2232827 3,125,867 3 847 079 4198 087 4,003 582

Sources U, SPD

17



Production of Major Industrial Commodities

Unit

1994 1985

1956

1998

1999

Mining

Hard coal
Lignite
Crude Oil

Manufacturing

Cotton yam
Wool yamn
filtered cigarette
Raki & Beer
Mewsprint

Craft paper
Sulfuric acid
Polvethlene
PVC

LPG

Naphia
Gasoline

Gas oi

Fuel oil

Bowles and Glass artic
Crude fron

Steel ingot
Blistered copper
Aluminia
Cement

Tractor
Automobile
Truck

Bus and Minibus

Production

Refrigerator

Washing machine
Cooker (LPG)

Vacuum cleaner, electric
Sewing machine
Television set

Video

Hi-Fi Music system

Energy

Electric power

{1000 ons)
(1000 tons)
{1000 tons)

{Tons)
{Tons)
{(Tons)
(M Lis)
{1000 wns)
{1000 tons)
{1000 tons)
{Tons)
{Tons)
{1000 ons?
{1000 tons)
{1000 mons}
{1000 rons)
{1000 1ons)
{1000 wons)
{1000 1ons)
{1000 wons)
(NoD

MNo.J
{1000 tons)

(N0
{Nog
{(Nod

(NG
(Ned
{No.)
{No.)
{(No)
{NoJ
{NOLS
(Mo

(gl Keeh)

2,839 2,248
48,838 51945
3,680 3314

35,006 32,505
4 784 3,360
77938 75,38

GO0

110

78

730 630
2064 301087

[T 4 ’1)., LR
ol
i

156,942 181,036
735 792

] \3-{?{3 1,473
3,554
440 506
4,363
12,798
24,410
171,978
33,153
3R,205
222,145
19,172

12,424

30,437
155,299
29,493
24,249
208,531
11,235
8,791

1662835
"O3.927
511,229
878,928
150,580

1,859,333

2,769

03,006

s0sai

1,258,353
780,013
448 615
435, 750
116,143

1,528,255

8,148
00,450

78,201 86,291

iy

ER ER A £
Lt
LSRN

499

6019
3.671
70,736
6%

74
57

G523
299,457
202,362

326
1,600
2573
7485

7408

A03
5,263
13,382
30,341
159,298
3% 214
45 656
196,176
29,516
18,612

1,053,956
1,051 459
B95,898
1,055 344
143,973
2,530,712
3,585
04,095

189,239
799
1,639
3,419
7,400
7185
40
5,567
13,644
32,491
164,333
36,0%4
48687
236,419
43018
25017

1845920
1,481,034
738,735
1,247,204
109 960
4557 007
8,863
93509

103,150

3335
63,084
3004

199 545
83y
1,579
3,713
8024
5,708
1,168
2087
13,166
52,899
157,082
36,590
54,332
221,218
30,500

33,362

2,032,581
,393,966
491,444
1,172,099

50,681
5803921

12,471

131,358

pussk

116,994

2,738
64,896
2,939

125877
7A68
119,291
748

5%

1,963
34172
7932
5,584
1066
5,181
13,816
43 408
159,122
34,216
24 554
EEER LT
13,084

-

31,545

b

L3 814
226,544
GG BEG
D66,260
89,864
DAt 205
1,718

131,714

o

2%}

o

B

oy
.
L
$ud
o

Source: SI8, SPC
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Energy Production and Consumption

indt

1904

1995

1597

1998

19997

2000

Primary Energy
Production
Consumption

Per Capita

Electric Power

Instalied Capacity

Thermal
Hydraulic
Production
Thermal
Fydraulic
Import-Exporn
Consumption
Per Capita

BTEP
BTEP
KEP

HEA
MW
MY
GWH
WH
GWH
GWH
W
KWH

£

"7

L
T
LA

L2
(R

2.6
1.040

o

20,857
10,993
9,864

47 736
30,586
=339
77.FR3
1,306

52,686
67,200
1,076

21,148
11,284
9 56
86,341
50,800
33,541
-G
R5,645
1,417

04,785
1,538

34,248
TE,198
1,251

21,889
11,787
10,163
103,206
4% 480
34816
"y ‘:?1

s g s

105,517

1,688

36,373
79,011
1,245

35338
TR0
1,226

26,449
13,810
10,6353
117,450
81,350
35,500
2050
119,500
1,836

35,959
83,120

1,273

28,542
16,542
12,000
125,300
88,540
36,360
3000
128,300
1,064

" 5P Esimate
w4 vl Programme

Sectoral Breakdown of Electricity Consumption

{GWh)

Sectors

1997

1598

1999

Public Offices

Industry-Auto Production
Trading Establishmern

Residential

Agricultural Irrigation

Construction Sites
Sireet Lightening
Other

Toal

4,616
41,5358
6,953
18,011
1,514
1,067
25401
8,233

84,874

5,070
43,196
70534
19,0468
1,941
1,267
3,070
8800
59,998

6,101
43,759
8342
22012
2,076
1,005
3,556
7593

94923

Sowroe: 378, 3P0
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Wholesale Price Indices

{% Change)

1994=1060

EE

YitE

Eii

Avg,

1954 (1)
Monthly
Year-on-year

B85
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1996
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1597
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Year-orn-year

1599
Monthiy
Year-on-yvear
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Total Public Sector Revenues and Epxenditures
{TL hillion, at current prices)

1994 19694 1996 1597 1993 1999 2000

Taxes 730 1,454 2097 5,767 11,026 17,140 28,343
Direct 314 512 G35 2,096 4717 5,982 10,696
Indirect 403 ®3S 1,70 3620 6,132 G704 17,155
Taxes on wealth 12 14 30 51 177 365 492
Non-tax Revenues 58 1340 168 245 G561 1,117 1,810
Factor Income 78 2G4 T2 1,368 2,524 4 357 6,384
Social Funds -48 -131 S300 521 -1,A08 -2,500 -2 5062
Privatiza. Rev, and Asset Sales - - 24 76 517 Bls 3,784
Total Revenues 818 1,617 3,502 6,935 13,420 20,072 37,661
Current Expenditures 416 748 1,478 3,173 5 H60 10810 15,875
Irrvestment 141 A0 805 1918 3472 5 146 B B43
Tized Investment 191 330 T3 1,777 3108 5,248 8,535
Change in Stocks -51 -30 33 143 : -102 07
Transfers 483 915 2174 3,696 8,348 14,978 27,469
Stock Evaluation Fund 101 BY 172 304 592 977 546
Total Expenditures 1,142 2050 4,629 2,181 18,281 31,920 52,855
Borrowing Requirement 306 A8 1327 2,247 4,861 11,848 15,172
Consolidated Budget 152 317 1,258 2,241 376 9785 14,382
SEEs 55 ~15 -7E -100 604 O&4 1,451
Non-Financial 47 -8 B2 165 90 00 1,644
Financial 8 33 -15 2606 4 B4 -193

Local Adminisirators 15 17 42 83 244 315 408
Revolving Funds 0 3 -2 -5 -14 -1469 280
Social Security Institutions 23 30 35 3 191 183 28
EBIs 35 48 14 -3 4 524 -634
SEEs Under Privatization 28 =14 74 2 15 226 -184

¢ SP0 Estimete
™ Al Frogyamme
Soateger SPO



Consolidated Budget
{11 trillion)

E

20007

Revenues
Drirect Taxes
Indirect Tuxes
Mon-tax Hevenues
Oiher Revenues
Expenditures
Personnet
Other Current
Irvestment
Interest pavments
Foreign
Domestic
Other Transfers
Budger Balance

Deferred and Advance Pay. (net)

Cash Balance
Financing
Foreign Borrowing {net)
Receipts from Loans
Receipts from On-lending
Payment on Loans
Domestic Borrowing (net)
Government Bonds, NET
Receipls
Payments
Treasury Bills, Net
Reoeipts
Pavmenis
Central Bank, Net
Other

Wi LhE
]

b
e
SR ST IR

[y
¥

i

33

m
£
o
-

3,940
974
309
238
1497
168
1,329
322
-1,238
-30
1,268

1,268

309
792
3266
229
107

-445
195
32
691
2,500
1,483
2,065
~3i4
1,021
2,087
-1,961
0
160

15,585
3870
1300

o8

112
3809
3,509
1,036
724
8O
-1,83%
4,590
1,247
2,807
-1,310
5,253
9,174

18,973
5713
8,004
387D

ZB,018
6,908
22403
1,340

10,721

BOS
9,825
4,608

A 345

Q0657

450 603

25606
242
2,348
8,740
12,234
16,903
-4 %
-2 495
5,540
-9.433
{H
-1,10%

32,585

G816
14,184

5,620

25405
46,908
10,000
2,850
Z,

A
%
[

T

21,1537
1,330
19,803
D433

-14,383

105,552
21,075
-10,123

2

-3

il

el
—
o

¢ Prowdsioned
** Asrinad Progronime
Source: SP0



Cutstanding Domestic Debt

{TL trillion}
1994 1995 1996 1997 1998 1999
Total Repayment 818 1,672 4,725 5,121 14,472 19,533
1- Principal 88 1,199 3,389 3,144 B.845 15,579
Bonds 137 G4 537 18 2,427 H,118
Tresury Bills 3899 072 2.826 2,226 6,080 9 463
Consolidated Debts 32 133 26 (.04 { 0
Short-term Central Bank Advances it it 0 0 338 424
2- Interest 230 473 1.336 1,977 5,627 g 890
Bonds i1 111 AZB 86D 2,587 4,880
Tresury Bills 114 250 10018 1,100 30364 5,005
Consolidated Debis s {} (L) {} & {
Short-term Central Bank Advances 4.6 5.4 6.0 i7.0 3.4 3.1
Total Borrowing 1,030 1,751 5,149 6,227 14,254 26,886
Bonds 206 307 1,248 3,186 4,708 20,028
Tresury Bills £330 1,200 3,722 R 074 9540 & RST
Consolidated Debts 133 25 { 0 0 0
Short-term Central Bank Advances 52 70 179 -A% 0 0
Met Borrowing 442 5672 1,760 A083 3408 11,307
Bonds 49 272 711 2,268 2281 13,911
Tresury Bills 240 327 896 348 3,460 -2 604
Consolidated Debts 10 -337 -26 0,04 0 0
Shon-term Central Bank Advances 52 70 179 =33 -338 {
Outstanding Debt o9 1,361 3,149 6,283 11,613 22920
Bonds 239 512 1,250 3571 3,772 19,083
Tresury Bills 3054 $531 1,528 2375 5,841 3,257
Consolidated Debis 133 26 (.04 0 {} e
Short-term Central Bank Advances 122 1492 371 338 0 i}
Interest Rates by Securities and Maturity in Treasury Auctions
{Trade Volume Weighted. Average)
1994 1995 1956 1997 1998 1999
Compound Interest {before tax, %6 164.4 121.8 1328 1081 115.2 1088
Manurity {cday) 119 200 (3] 341 239 429

Sowreer SPO, CBTR
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Monetary Aggregates
(1L billion, quarterly average)

1959
1994 1995 1556 1997 1598 i. i, m. v,
M1 162780
Curreney in circulation 85,280 .
Sigin deposiig TS 42420 1,33
M2 450,310 57954 TITIO 122100
Time deposits B335 548939 3,019,446
MY BO0ERZ LBGATIE 14,597,169
Forelgn Exchange Deposis 430,064 846,731 4,802,453 15,940,737
Total Deposits {sectoral breakdown)
{TL willion, end of period)
N
1994 1595 19506 1997 1998 1. il FEEN A
Total Deposits 75 3053 8025 15,429 30,000 40371 47,855
Central Bank 52 iy 249 4,464 ERGS 7T BA14 H.852
Dreposit Banks 1203 3,543 5.6870 11,8963 z 186G 31830 374973
Saving Deposits, Real Persons A25 0683 1,729 3,185 7029 5,300 LE
Cornmnerciel Corporations 70 132 80 645 1,307 i T
Residents' Fu Deposits 502 1,146 2543 4,864 5,624 11,670
Total Deposit Bank Deposits {according to maturity)
(TL trillion, end of period
1954
1994 199% 1996 997 1998 i FER EEN A
Total Deposits 1208 2544 11065 22917 26,185 51530 37973 1,38
T1 Deposits ‘ 1118 5,403 106,914 12,470 8691 57
Sight deposits 139 1,902 1477 2755
Time deposits 878 i 9012 10,192
Irserbank Deposits 4 173 3 2404 24602 54 i
Deposits Conventibde w Fx s 4 2 ¥ it s a
Foreign Exchange Deposits 308 1,25% 2,628 PARE 13,055 12,708 14,795
Fotal Credit Stock
{TL willion, end of period)
1999
1994 1595 1596 1957 1598 L I (18 .
Credit stock i3 1,387 3,303 T53 10,988 12,332 13,752 BE542 16,771
Ceniral Bank Credirs 133 163 B i 2 148 2 i
Dieposit Money Bank Credis 481 1,14% 6,384 13,388 11,50% 12,817 14,018 15 4584
Inv.d&Dev, Banks Credis 46 it pit 558 751 T30 G234 i)

s of wnd November
Sawarce: OB
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Interest & Exchange Rates

Deposit Rates
.ng Ry

o 1 i EEES Iy ki Vi VIL k2 LE 3.4 K K pLe k)
1994 ‘ N ~
Aernonihs 577 83.4 87.1 i31.4 1318 3217 783 675 7.3 6.?.“3 745 N
12-months A 930 6 117.2 1213 1253 13161 LAY Y51 95,1 5.3 956
1995 ) .
3-months &7.0 874 TET 737 73.1 A1 9.3 8.8 9.1 9.4 3.2 834
I'L-!?Gnﬂzﬁ FEE AR 1HLT B0 913 9.8 1.1 868 8.4 553 866 9.3 023
1996 .
A-months 833 84.8 a3y N 75,4 9.1 T8 797 7496 75 0.6 gy
12-months G2 937 Q27 918 O1.6 o5 923 G258 032 930 937 B3R
1997 : .
S-mionihs 772 0.0 70.5 76.0 70.8 e 9.2 524 822 826 529 852
1Z-months BLA 903 003 S0.0 .0 905 920 9H3 063 0.1 965 G010
1998 i &

F-months 826 B2R B27 8159 81.2 VEES 7i3 7348 817 w22 818 B4
12-months 0.4 960 R 94,1 957 929 838 871 913 931 LN 955
1999

3-rontdis 83.0 §2.2 81.1 80.9 Bi.4 753 812 81.3 70,4 700 72.3 b
1 Z-months O 92.7 907 905 91.0 917 %17 211 881 B3H 2.2 4.7
Interbank

{Average, %) I 11 i I W1 Vil Wi X bt X
1944 91.1 1927 350.5 2384 559 43.4 7.4 710 G50 G2
1995 375 570 GO0 G658 FRERs 57.48 §5.2 358 755 818 1063
1996 #3.2 9040 77.1 £ G67.0 743 a2 747 A T4B
1997 663 63.5 585 57.0 2 687 7440 712 I TEY
1998 820 810 735 L 6.2 545 T4 7B BY TO0
1H9% 772 7601 759 7L 69 FiL3 T0.6 .4 597 9.9
Treasury Bills

{%a) I i IIT v W Vi Wi VI X X AT X
1895 : ,
Average-compound 8.4 146.0 1197 932 1307 WD 983 G240 1169 130.6 1554 1837
Average Mawarity S0.0 192.2 6.7 2877 1986 13%.4 40,3 2215 1453 108.6 8RO w45
1996

Average-compound 1.3 1483 1267 137.1 114.3 1264 1288 1259 1252 127.2 1343 1276
Average Maturiyy 1237 1425 140.3 187.8 126.2 1547 134.2 1954 1733 20015 4.3 3381
1997

Average-compound 7.8 6.6 1113 1219 1313 1353 1232 1379 1854 1395 1385 519
Avergge Matarity A99.0 2870 3972 TR0 T 5788 M4 3570 2751 ALY 3185 2359
1598

Asgrage-compound - - . - . - - 1408 1449 1451
Average Matrity 1L 1643 WHE 2528 3121 BWOH O 2882 1800 1833 2541 X B i R
1959

Average-compourntd 1301 1241 03.7 J1Eek 983 . N 11335 1113 S 963 374
Average Maturiny A60.6 354.4 372.3 3441 3674 3510 G0 3 H69.0 624.0 TG0 G010 43340
Exchange Rates

{year-on vear % change)i ¥ I v Y Vi WIE VITL | 5.8 X pisi I
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Exports by Commodity Groups
{USD million)

1994 1995 1996 1997 1998 1999
Total 18,106 21,637 23,224 26,261 26973 26,588
Capital Goods 722 831 1,106 1315 1,392 1.796
Intermediate Goods 8,220 8,960 4,74 11916 11,150 14,841
Consumption Goods 9,153 11,840 12 13,850 14,415 13,804
Oihers 5.3 H.0 245 150 557
Exports by Countrics
{150 million)
1994 1995 1990 1997 1998
Tot! 18,106 21637 24,261 2(:3‘9753
1. OECD Countries 10,741 13,223 15,037 15,978
A. EU Countries 11,0478 11,944 13,458
B. EFTA countries 264 404 335
C. Other OFECD countries 1,851 2,589 3,124
. Non OECD countries 8,414 11,224 10,064
Imports by Commodity Groups
{USD million)
1994 1593 1996 1957 1998 1999
Total 232 35,7058 3,627 48,559 45,921 0,602
Capital Goods 5,220 8,120 33 11052 10,665 8720
Intermediate Goods 16,565 23078 31,871 29 562 26,571
Consumption Goods 1,381 2417 5335 3.322 5,003
Others 103 95 A1 371 337
Imports by Couniries
{USD million)
1994 1995 1996 1597 1998 1999
Total 23,370 : 45 627 15,921 403,692
1. OECD Countries 15,312 23355535 30,695 47 ZRAG
A, EU Countries 3,915 13 861 22,701 24,074 21,419
B. EFTA countries 363 592 1,216 1,169 926
. Other OECD countries & B34 5,842 5778 B,228 5,581
1. Non DECD countries 758 12,114 13,952 15,839 12031 11,858
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Balance of Payments '
{181} million)

1994 1997 1998 1999 20007
A, Current Account )
Merchandise Expors FOB. 18,390 21,973 32,6531 A1 22D 25, ’?é *a{é W(i
Export in wrade returms 18,106 2318 6 26,245 2697
Transit ade 284 3 537
Merchandise Impon FOB. -22 606 48 097
Imports CLE SR A0 48657
Gold Imporns -480 1,867
Transit trade -251 ~AL2
Frejght and Insurance on Imports 1,395 2919
Trade Balance -4,216 ~15 456
Orher Goods and Senvices {credit 11,691 21,2753
Tourizsm 4,321
Interest BO0 2‘ %6%} )
Other 6,480 11,195 13,600
Other Goods and Services {debin -7 934 14 B é} S17 685
Teurism 66 ;
{nterest S3823 4, SBH
Other 3,147 ""?‘ 19 :
Total Goods and Services -451 ST 616 3,5 8,948
Private Unrequited Transfers {oredin) 2,709 i 4, Mx’ 3,504
Migrants' ransfers 0 0 i
Workers' remittances 2427 4,520 5300
Other 82 284 200
Private Unrequited Transfers {debity iy i#] 0
Official Unrequited Transfers: Net 383 " 362 (OO
Workers' transfers 37 35 47 A0
Other 344 1,033 215 S50
Current Account Balanee 2451 -2 330 -1 354 2845
B, Capital Accourn {excluding reserves) 4,194 4722 B.510 e 400 TA1L
Direct Investment 559 772 554 573 138 2,750
Pordolic Investment 1,138 1.724 1534 5,711 3,429 4321
Other Long-Term Capital -T84 ~79 4,667 3,985 345 144
Drawings 2 349 4,126 G 784 11,505 11036 13 054
Repayment 5,448 5557 5,093 SB174 0 CI0360 0 -14 444
Dresdner (net? 1,315 1,402 078 0554 -3.31 450
Shore-Term Capital -5,127 2,305 1,761 2,60 TEY 400
Assels 2423 -1.791 750 -1,464 -2,571 ~2,530
Credits extended -38 203 -358 201 453 300
Other assets 2461 34 -1,30% -1,203 2,118 -2,140
Lizhilities, Net -7.550 ¢ 3511 4,063 3,340 2,030
Credits -7,495 3,613 1 B4 2960 2,250
Deposits -55 -102 2,213 370 H50
. Met Frrors and Omissions 1,769 -E B2z -1,985% 1,809 4
D, Exceptional Financing it 0 O it 0
. Counterpart Items 0 0 0 J 0
Total Overall Balance 208 3 344 447 5,200 4,763
F Total Change in Reserves -206 -3 244 Y ~5200 -4 705
IME 340 -8 ~231 520 -9
Official Reserves -545 -3 316 -216 -5 614 -4 575

! prctudi ng shudtle trade Siace FH00
“Annnea! Prograsime
Soverce: OB, S0



Breakdown of Foreign Direct Investment Permits by Sectors

{USD million)
1994 1595 1996 1997 1994
Agriculture 263 317 641 12.2 37 17.2
Mining 6.2 606 55 57 37 8.8
Manufaciuring 1,100.2 1,5906.6 6257 RBETD 1.123.2
Food, Beverage and Tobacco 2155 192.5 9245 138.2 375
Cement 137.6 0.9 1481 337 327
Chemicals 188.0 3667 0.8 67.1 2151
Fenilizers 0.4 0.0 Ky 0.0 0o 4.0
Tire 340 351 0.2 39.5 402 112.3
Plastics 113 344 74 28.6 227 38
Forestry Products 0.4 (.6 4.2 35 13 03
Paper 6.3 6.5 7.5 10.8 3.3 138
Textiles 239 4019 409 &5.7 543 278
Glass 6.7 2.4 0.5 1.6 204 41
Clay and Cement Products 13 7.4 2.4 4.0 0.9 0.5
Iron-Steel %48 2.3 85 4.5 15.4 8.0
Non-ferrous Metals 229 46.1 .5 1.9 5.1 12.0
Fabricated Metal Products 7. 6.1 7.9 140 25 13
Machinery G0 3.4 a3 2.3 0.3 0.0
Aeronautical 73 0.0 7.5 2806 3% 52.0
Electric and Electronic 793 2209 44.9 1325 89.3
Transtport Vehicies 2338 577 42.3 1779 368.1
Transport Related Industries 5.2 118.8 5.2 ¢0.2 108.4
Other 358 401 39,1 1.0 333
Services 343.1 849.6 312356 767.5 553.2
Trade 97.8 1187 146.4 1718 6.0
Tourism 70 1748 1291 240.1 40.0
Banking 623 827 344 483 187
Land Transporation 0.9 1.3 4.3 0.6 29
Alr Transportation 5.1 2.3 0.1 12.8 74
Marine Transportalion 0.4 8.9 3.3 0.7 4.5
Investment Financing 6.4 18.8 1815 4.7 59.0
Other 1124 4521 24275 2884 A87.5
Grand Towm! 1,484.8 2.938.4 38370 16780 1,700.4

Sowrce: 17T
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Breakdown of Foreign Direct Investment Permits by Countries
{USD million)

1994 1995 1996 1997 1998 1999
1. ORCD Countries 1,373.3 27500 36823 1,400.9 1,502.5 1,541.1
A, EU Countries 9742 1,869.0 32724 10300 TOBRS 3 1,166.3
Austria 30 329 11.2 8.4 6.1
Germany 2233 3923 2263 2810 REATRY a7z
Belgium-Luxemburg 613 975 749 307 41.7 335
Denmurk B4 3.6 .4 137 4.2 i13
France 2564 476.1 2ATRA 1039 1855 140,7
Netherdands 1060 5593 3286 206.1 3521 2344
United Kingdom 314 161.4 164.8 122.2 4 4 8.4
Treland 4.9 89 1.9 36,2 122 1.2
Ttaly 164.0 98.6 432 1243 128.7 95.2
Greece 1.1 30 1.2 248 0.2 25
Spain 3.4 2.8 82 25 D2 314
Portugal 0.1 0.1 0.0 o1 0.1 0.1
B. Other OECD Countries 3991 R85.1 3509 3799 4772 3745
USA 137.2 231 4 179.4 1745 2972 2825
Japan 1259 838 211 1267 175 139
Switzerland 54.3 3278 156.8 30.3 1016 0.9
Others H1.6 12.2 23 285 505 17.6
1. iskamic Countries 453 703 R34 36,5 56.5 6.4
A. Middle Fast 415 533 T4 47.4 331 250
Tran 4.0 5.4 5.4 9.4 5.0 16
Iraq 28 15.2 5.5 3.2 3.2 07
Saudi Argbia 8.4 11.8 90 161 171 14.5
Kuwalt 0.7 1.8 0.5 (7 0.4 .3
Lebanon 10 1.3 5.1 28 {14 1.5
Syria 17 1.5 0.3 4.5 0.7 1%
fordan 0.6 5.2 1.1 0.6 0.4 0.7
Bahrain 120 &4 18.4 45 25.2 0.0
Catar A8 0.1 G 3.1 0.0 0.0
Turkisty Rep. Of Nomhern Cyprus 32 3.6 0.2 8.5 0.4 35
Islam Development Bank 0.8 18 5.2 14 0.0 0.0
Inited Arab Emirates 0.3 0.2 0.4 0.6 0.3 0.z
Yemen 0.2 0.7 3.0 0.8 il 01
B. Northern African Countries 0.5 13.3 57 7.0 0.3 0.7
Libya 0.0 11,6 8.4 4.2 a1 0.0
Egvpr 05 16 0.4 26 0.1 02
Tunisia 4.0 8.0 0.2 3.1 0.0 0.2
C. Other Islamic Countries 3.2 1.7 13 21 3.4 0.7
i, Other Countries 550 W50 121.3 2118 3 132.8
Grand Toal 1,484.7 2,938.3 3,837.0 16780 16458 1,700.4

Soerves 17, SPO
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Outstanding External Debt '
{USD million)

1996 1997 1998 1999

By Maturity 79637 84,891 96,900 101,785
Medium-Long-term (2,292 B0 897 15680 THA09
Short-term 17,345 17 594 21,217 23 476
By Borrower 0637 84,501 96,900 101,781
Medium-Long-term 42,323 (6,87 73,680 78,310
A, Toml Public 40,182 39,390 43,327 42 228
1.General Government 36,1060 35,255 306,337 38,203

a. Consolidated Budget 32 066 31,334 33 308 34,507
h.local Administrations 2,590 2,015 3196 3029

¢ Exra Budgetary Funds 1,145 GO7 RB25 Be3

d. Universities 1 9 11 3
2.Oher Public Sector 1085 GRD GBEG 253

3 Sware Owned Enterprises 2,902 3,108 3,204 3,382
B. CHTR 11,289 10,868 12073 13512
1.CBTR Loans BO% 401 392 396

2 Drresdner Bank Scheme 103,720 10,267 11,681 §o15

(. Private 165,639 23 2589 25,768
1.Finzncial 5,532 7,114 6,958

2 Nonfinancial 11,107 14,172 18,811
Short Term 17.34% 17,994 21,217 2% 472
CBTR 084 ans Q05 ARG
CBTR Loans 47 30 7 &
Diresdner Bank Scheme Q42 K39 8o5 BED
Deposit Money Banlks 8,419 8,503 11,159 13,172
Other Sectors 7942 8602 0153 0614
By Lender 79,637 £4,891 06,906 101,781
Medium-Long-Term 42,262 66,897 75,680 78,309
A. Official Creditors 17,613 14,161 16,643 15819
1.Governmental Organisations R]767 8,131 8,737 8232
Central Banks 27 13 18 24
Central Goverpments &,230 3743 3,603 2,004
Official Financial Instimotions 3 247 2,865 3076 2975
Official Inv.&Development Banks 1,273 1.511 2,040 2,259

2 Mulrilateral Organisations 9031 8,250 8,199 7,717
Furopean Investment Bank 419 494 599 529
European Resettlement Fund 2476 2,227 2,175 1,769
Ielamic Development Bank 208 323 409 449

Inr. Fund for Agricolwral Dev, 11 8 & 10
International Finance Corp. T e 1,271 1,358
International Development Association 122 i1s 109 103
Inrernational Bank for Reconsteuction and Dev. 4,114 5,493 3 241 2,883
International Monetary Fund 651 395 388 586

B Private Creditors 44 7Y 30,738 59,045 (2,390
1 Private Lenders 21,5599 26,904 44 510 15,772
Commercial Banks 13,580 ALY 24,052 27,158
Nonbank Financial Instipitions G 5,245 7005 7,452
Noa-Monetary Instituiions 1,919 2,016 3208 A 544
Off-Shore Banks 316 R4 1,193 1319
Private Inv.&Development Banks 11 10 10 10
Dresdner Account 10,720 10,267 11,581 a916
NGTA 8 8 8 £

7 Bond Issue 15,081 14,813 14,135 16,618
Short Term 17,345 17594 21,217 23,470
Commercial Bank Creditg 4940 5,969 6,511 8,262
Private Lenders Creditg 12,405 12,025 14,706 15,210

{ New Series ave used
Souree: UT, CBIR
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