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Turkisth Economy ‘96" is the 20th consecutive Annuai Reporl
published in English by “TUSIAD”, The Turkish Industriglists’ and
Businessmen’s Assoctation. This veport is now accepted through-
oul ibe business world as an authoriiative work of reference on
the Turkish Economy.

The main sources in the prepavation of this Report were the
various publications of the State Planning Organisation, the
Minisiries, the Ceniral Bank, the State Institute of Statistics, the
Treasury, Capital Markets Board, Isianbul Stock Exchange, ihe
Anka Agency.

Ihis veport was prepared by the TUSIAD FEconomic Research
Deparimerii.
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ary and Conclusions

Government's main policy objectives for 1995 focused on public sector deficit
reduction which subsequently would alleviate inflationary pressires.
Implementation would rely on tight fiscal and monetary policies initiated in 1994
which would be complemented by major structural reforms, thus restoring macrs-
economic balances and achieving stability in financial markets. In fact, cconomic
growth as opposed 1o the significant contraction in 1994, resumed much Faster
than anticipated, reaching 8.1%, while public sector borrowing requirement and
inflation declined, albeit slightly, and stability in the financial markets was
restored. However, macroeconomic imbalances continued o prevail as growth,
the public sector deficit, and inflation remained svell above the Annual Economic
Programme fargets.

Indeed, the Programme forecast the Turkish economy 1o grow at 3% in real terms
in 1995, Rapid revival in domestic demand, after a period of constraining fiscal
andd monetary policies in 1994, gave a significant boost o economic activity early
i the second quarter of 1995 wriggering production and imports. With rebuilt con-
fidence abroad, external borrowing by the private sector provided the resources

Political developments paved the way for the early general elections in the last
quarter of the year which aroused political uncertainty and aggravated inflationary
prassures. Although, the annual rise in wholesale and consumer prices dropped,
respectively, from 126% and 150% in 1994 1o 63% and 79% in 1995, they still
remained considerably higher than the Programme target of 40%. Populist policies
during the election rally, granting subsidies and salary increases in the public sec-
tor compounded with delays in public sector price adjustments, fuelied inflation in
the months ahead,

The deficit in the consolidated budger for 1995 was trgeted o decline in real
terms compared w0 1994 where budget performance had been successtul through
one-time-only axes &ﬂd t:mmdcrz‘;ii le reduction in public expenditure. Budget
deficit was estimated at TLI98 willion, and the primary suzpim was expected ©
rise 1o TLI9O wrillion m}m ii,}."aﬁ trillion in 1994, representing 6 % of GNP against
3.5% the vear before,

Budget performance in the first nine months of the vear remained within the limits
set by the Annual Economic Programme. In the January-September period, the
actual deficit recorded TLISS willion, well below the target set at TL206 wrillion.
Conversely, however, expenditure were well above the Programme targets in the
fast quarter of the year, due to rising interest rates, shortening maturities, the
increase in current spending in the wake of the general elections. Lower than
expected privatisation revenue was another major factor adversely affecting the
budget performance. As a result of these cim'eimpn'zcﬁm. a Supplementary Budger
was prepared with an in-built deficit of TL110 willion. Consolidated budget deficit,
thus, reached TL317 willion. up 117% from é-;.m year.
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Economic growih
much faster than
anticipated in 1995

Rapid revival in
domestic demand: the
main Factor behind
growth

Drespite a significant
drop, inflation stood at
high level again

Budget performance
contained within lmits
in the first theee
guarters of 1993

Conditions in the last
guarter required a
Supplementary Budget



Government's monetary policy was basically geared to controlling monetary
expansion, reducing inflation, and ataining stability in the value of the domestic
currency. In this context, limittions on certin ien of the Central Bank balance
sheet, e, net domestic and foreign assets, became the main policy wol.

In response 1o the high real interest rates, investors' pm%csmw shifted owards TL
denominated assets in early 1995, inflow of foreign exchange e acoeternted, causing
reserves 1o rise considerably and TL 1o appreciate u;m% the end of October.
Central Bank money grew much faster than expected, supporting
I this

Accordingly,
growth in domestic demand and, creating turther inflationary pressures,
pericod, Central Bank reserves registered an all-time high of $16.7hn in Ooiober,
wlich compares with $7.1bn ar the end of 1994
In the last rvo months of 1995 however, worsening economic conditions resuiting
from political uncerainties hindered Central Bank's monetary policy performance.
Net domestic assets, mainly composed of Central Bank credits to public sector, as
opposed to 22% decline in the first ten months rose Z9%, while net foreign assets
contracted 51% and official reserves declined 1o §12.4bn.
Feonomic growth, exceeding the 1995 Programme target, adversely affected the
forcign trade balance where the deflicit was up 17 2% from $5.2bn in 1994 w
‘w% 4.1bn against the Programme forecast of 87.5bn foreign wade deficit. Despite the
higher than expected invisibles revenue, the Current Account deficit reached
$2.3bn against $2.6bn surplus the year before, As o matter of fact, the largest con-
des tourism revenue and workers' remit-

ributor 1o Current Account Baklince besi
mnces was other invisibles revenue at $6.30n, the size of which combined with
met errors and omissions item, $2.3bn, imply the substantal foreign currency rev-
enue generated by the Turkish cconomy.

Simnilarly, in the Capital Account Balance, forcign capital inflow amounted 10
$4. 7hn in 1995, of which $2.3bn was in the form of short-erm capital which com-
pares with an outflow of $4 .

4.2bn the year before.

Developments in the political arena oecupied the agenda in the first half of C 1990
when general elections held ar the end of the previous year failed 1o produce a
majority government, paving the way for yet another ena of coalition governments.
However, the ANAP-DYP coalition, formed in February, had & much shorter life
span than expected and broke up in just four months, Consequently, in the first
half of the vear, government has not been able w ke structurz]l measures in

Indeed, the 1990 bud-
leficit 1o grow 172% over

order 1o remedy the growing macrogconomic imbalances.
get, approved by Parliament only in April, estimates the o
the previous year o TL861 willion, while it assumes that the GNP deflaror will be
63%, and growth will equal 4.5%.

However, Turkish economy continued s expansion in 1090 as rapidly rising
domestic demand led real GNP growth o reach 10.3% in the Hrst half of 1996
compared 1o the same period last year. The monthly indusirial production index,
nn the other hand, was up 6.9% in the first six months of 1966 over the same perl-
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od of the previous vear, signalling that growth will continue in the remaining
quarters of the yvear.

The very ‘short-term’ nature of the domestic debt, averaging less than six months
maturity, spiralling transfer payments from the budget o social security instiu-
tions, and the insufficient fiscal discipline in the public sector have been the major
factors adversely affecting the consolidated budget performance in 1996, Rising
subsidies 1o agriculture and considerable wage increase in the public sector are
also likely to tke their toll on the already unbhealthy budger balances in the
remaining part of the year.

Under these conditions, the consolidated budger deficit in ihe first six months of
ihe year reached nearly 60% of the estimated annual deficit which amounted to
TLA7S tillion, up 320% from TL113 willion in June 1995, While toml expenditure
rose 123% so far in 1996, total revenue grew only 84%, as a result of which budget
and cash deficits rose 317% and 294% from the same period in 1993, while short-
term domestic borrowing through T-Bills have been the major sources of deficit
financing.

Accordingly, the domestic debt stock rose TL722.3 wrillion, or by 33% in the first
five months of the vear 1o TL2083 trillion whereas the share of T-Bills in soml
soared o 65% from 47% in 1995, indicating short-term nature of domestic debt.
Indeed, i the frst hall of the vear, T-Bill average maturity was 145 days with
average compounded interest rate as hi

aly as 147. 7%,

Inflation, meanwhile, followed a higher than expected path so far in 1996 with
both the consumer and wholes aie prices surpassing the respective 1995 levels.
Price increases in the public goods, which were posiponed in the sec mzd half of
1995 due to approaching elections, rising borrowing costs, and higher TL depreci-
ation were the main causes of accelerating inflation in the first half o? the vear
when wholesale and consumer prices rose 43.7% and 36.0%, respectively, bringing
vear-on year inflation to 76.2% and 82.9%

Ti. depreciation against USD and DM amounted to 39% and 29%, respectively, in
the first six months of 1996, and 10 86% and 70% over the preceding 12 months.
Notwithstanding investor preference for TL denominated assets triggered by high
real interest rates and the rising shortterm capital inflows, Central Bank, by way
of foreign exchange purchases, controlled TL {3f;?§)fi:¢..miii,}%’§ nearly 10 the wune of
inflation, thus aiming at reducing the pressure on imports in the aftermath of the
customs union while aiming to zive a boost w0 Ingging expons. Consequently,
Central Bank was able 1o meet the liquidity z‘tétguifcmcnas of the markets as well ag
to strengthen its reserve position which rose w $16bn ar the end of June 1996.

In the first half of 19906, Treasurv's reduced reliance on Central RBank resources has
been a great support to Central Bank monetary policy in bringing stability to the
markers, Indeed, in this period, while ner foreign assets rose 189% ro TLSLS willion
{(56.3bn), net domestic assets declined 11% o TL437 wrillion {55 4bn), muinly due
iy the 55%3‘}41 decline in Central bank advances to Treasury.

Loose fiscal discipline
widens budget deficit

Budget deficit rose to
TL429 trilfion as of

June 1996

Dromestic debt rose
$3.8bn to 826.7hn in
five months

inflation in 1996
remmined high

TL depreciated 39%
against USD and 29%
against DM in the first
half of 1996

Treasury's lesser
reliance on Central
Bank helped on bring
stability to money
markets



Foreign trade figures i“a'wf:* ﬁm%iy heen released by 8IS in July 1996 yet solely on
e frst month of 1996, In line with expecrations, imports grew at a high rate of
44%, whereas growth in é;f;’\:pn:ms remained moderate at 12%. According to unofli-
cial figures, imports rose © $20bn wherens exports remained at 512bn in the first
half of the vear, resulting in $8bn foreign rade deficit, which compares with
$18hn targeted for the entire vear. Ra ;mﬂf expanding domestic demand, com-
bined with dismantled wade barriers with European Union and TL appreciarning
son augmenting the import bitl

against major currencies, has been the main re

eficit, foreign exchange markets

Diespite current estimates on widening trade ¢
iw\ ¢ shown no sign of tdghiness so far in 1990, suggesting that capital supply
remained adequate, while Central Bank continued 1o build foreign currency
reserves, Yet its short term nature and high volatility increas
substantial capital flight in case of adverse developments in politics or in the econ-
omy, which, in rum, would further deteriorate the fragile macrosconomic bal-

AR,

Prospects for the Turkish economy, particularly the performance in the second
il of this vear, greatly depend on the political srability and economic policies of
the present coalition government which, so far, have not been systematically dis-
closed. Indeed, the wavs and means of rolling over domestic debt in the sccond
hadf of this vear, extending the maturity structure ni new borrowing, financing the
spiralling foreign trade deficit, and controlling inflation are definirely of crucial
Inportance.

The new government’ rather loose spending policy is an indication that the budget
ded The rise i PSBR which will follow, com-

deficit forecast s likely 1w be excee
pounded by the short-term nature of the marurity structure are likely w exerr pres-
it that goverr-

sure on the markets, and drive interest rates upwards. In the ev
ment chooses to mp Central Bank resources 1o finance public spending, the wenk
monetary balance would deteriorate, high real interest rates would apply, inflation
armining three digit figures.

Under these circumstances, TUSIAD expects GNP growth ar 8% and average vear-
ly inflation at 80.5%, The budget deficit and PSBR are anticipated respectively at
about 9% and 11% of GNP, Subsequently, the foreign rrade deficit is likely
excerd $19bn, while the deficit on current account could reach 30.7bn.

Recent developments seem (o suggest that 1996 will nor differ much from the past,
and that pending economic and financiad problems will continue well into 1997

however, unresolved, Timely and adequate solution o the chronic problems «mﬁ
the Turkish cconomy are needed 1o avoid undesirable economic disturbances.
Therefore it is recommended that the following measures be taken withour delay:
1o make the finances of the public sector ransparent, 1© impose mandatory eco-
LS 0
- byughe

nomic constraints on the governments, such as upper fmits on budget de
discipline the financing of the public sector deficit, o introthice three-ye
geis: w0 make Central Bank autonomous, 1o deepen the financial system; 10 ke
a tax reform that would increase tax revenues, expand the tax base and reduce

=5 the possibility of

According to unofficial
data frade deficit
widened to $8bn in the
first half of 1996

No further
improvement expected
in the second

half of 1996

Policies of crucial
importance need o be
identified and defined

Chronic econQmic
problems likely to
remain nnsolved in

1996



the mx burden on wage-earners while nos obsrructing production and employ-
ment, and not promoting the black economy, to redress the social security system
which evervone accepts has gone bankrupt, 10 speed up privatisation; and 1o ren-

der the buili-operaze-rranster systeny operational.
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Supply and Use of Resources

Turkish economy, contrary 1o 6. 1% contraction in ONP in 1994, was back again on
the growth path in 1995 when the growth rate reached 8.1% in real terms. GNP
per capita rose 20.3% 1o $2,759 in 1995 from $2,184 the year before when it decli-
ned from $3,056 in 1993, In current prices, GNP reached TL7, G664 trillion, or
$167bn, while GDP amounted to T17,554 willion, or $163bn in 1995,
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Government objectives for the cconomy in 1995 were idemiified as stability in the
markets, restoration of confidence in the cconomy, reduced inflation, and growth
ata rate sustainable over the years, Market reaction 1o the Programime emphasised
the inadequacy of available resources 1o Fulfil these ob sjectives simulianeously. Ho-
wever, while the annual average increase in wholesale and consumer prices decli-
ned respectively o 88.5% and 9360 in 1995 from 1207% and 125.5% in 1904,
CLonomic activity recovered in a fairy short period of time,
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GNP growth reached
.19 in 1995

Per capita income rose
249% in USD terms in
19935 and reached
52,759

Stability in the
markets, reduced
nflation, and
sustainable growth
were main policy
objectives



Financial backing for the strong growih drive in 1995 came from extermnal sources Rising foreign funding

which, once again, became avaitable as the Turkish economy regained foreign in- supported the robust

vestor confidence disrupted during the financial crisis of 1994, Thus, net capitd growth
inflow reached $4.7bn which compares favourably with an outflow of $4.2bn in
1G04,
GNP by Source & Utilisation {1994 Prices, %)
1993 1994 1995
Change Share Change Share Change  Share
Gross National Product 8.1 94.5 -0.1 1015 8.1 979
Foreign Funds -- 5.5 - -1.5 - 2.1
Toral Funds 13.4 100.0 12 1000 12.0 1000
Toral Investment! 2910 273 A2 218 201 251
Public 87 78 “58.7 37 195 39
Privaie 336 195 -15.8 181 KRRV 211
Toral Consumption 85 77 -5.9 82 73 4.9
Public 5.4 1491 A0 109 4.7 102
Private 9.0 62.6 6.0 673 77 4.7
(17 inchides charges in storks, Source: State Plavning g isaiion
Rising fixed capital investment by the private sector and aggregate consumpiion  Private investment and

consumption main
factors behind the
robust growth

were the main factors behind the GNP growth in 1995, Indeed, based on 1987 pri-
ces, investment spending grew by 8.3%, notwithsianding the 16.5% drop in public
sector investment, which, however, was more than compensaied by 14.9% rise in

the private sector investument. As a result of these developments, the share of pri- private investment
vate sector investment in both toral investment and GNP rose, respectively, to grew 14.9% whereas

84,296 and 22.1% in 1995 from 79.4% and 20.8% the year before. public investment
dropped 16.9%

GNP Growth {in 1987 Prices, %)
1993 1994 1995

Growth  Share Growth Share Growth Shave

Consumption 5.1 75.0 -5 757 7.5 753
Public 5.4 T4 -2.5 7.6 6.7 7.5
Private 8.4 676 5.4 68.1 7.0 67.8

Investment] 24.9 293 -13.9 2.2 8.3 203
Public A4 7.8 ~A4.8 5.4 -16.9 4.4
Private 35.0 215 -1 20.8 14.9 221

Exports 77 179 15.2 22.0 a7 221

Impons 35.8 26.3 21 219 30.0 26.3

GNT 1 1010 0.1 100.0 .1 1000

P77 Excludes changes i1 sivcks, Source: State fnstifute of Stalisiics
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o Growth in Investment Expenditure

-20 1 w
<30 ]

1988 1989 1993 1997 1592 1993 1994 1985
BEEY  Private 23 Public ~e—Total Investment Expenditure

Aggregate consumption expenditure, on the other hand, grew 7.5% in 1995, which  Private conswnplion

compares favourably with 5.1% contraction the vear before. Private CORSLHNPHON grew sharply by 7.6%
- - , . _ in 199% after 5.5%

was up by 7.0% in real werms as a result of rising demand for durable and non-du. 0 1995 after 5.3%

. . . . . contraction in 1994
rable goods amounting 1 20% and 12%, res sectively, while government consump-

tion growih followed at 6.7%. The latter reflected a mere 2.5% real increase in the
compensation of civil servants which constitutes 60% of wrtal public consu mption.
Meanwhile, the share of wial consumprion in GNP in 1987 prives remained une-
hanged at 75% in 1995,

o Growth in Consnmption Expenditure

198% 1984 P90} 199y 1957 1593 1994 1995
Private ™7 Puhlic

e Total Consumption Expenditure

A quarterly review of GNP growth figures indicates thar the economy has reflected  Beonomic activity
the contractionary effects of the 1994 crisis in the lirst quarter, yet it was fairly qu-  picked up in the
ek 10 recover as growth in both consumption and investment picked ap strongly  $econd quarter

. o . .. ) . - s . e onwards
in the second and third quarners, accounting also for the demand deferred in 1094, )

19



In the last quarter, consumption lost its speed yet remained notably at high level
the entire year. Overall, growth performance of the Turkish economy wirned out

to be quite impressive in 1995,

GDP Growth by Source {(Annual Percentage Change in 1987 Prices)
Q1-94 Q2-94 Q3-94 Q4-94 Q195 Q295 0Q3-95 Q4-95

Consumption 5.4 97 09 73 260 119 12.1 8.3
Public 5.9 -z 275 -75 7.1 9.0 23 7.8
Private .8 4.5 04 70 4.6 122 13.0 8.4

Investment] 52 201 187 <253 -15.1 14,2 i1 22.1
Public -7.5 471 389 310 -375 -1.4 -15.2 -17.3
Private 114 <107 -8 LW2EE -11.4 174 151 35.8

Exports 0.1 i1 267 154 19.5 12.2 23 -18

Imports 75 -340 -319 -224 26 377 414 480

GDP A1 T S -1.3 135 9.0 5.4

GNP 4.0} -9.7 KHo 08 (3.3 12.6 7 7.7

1) Buchdes changes in stocks, Source: Stafe nstitute of Statistics

On the savings side, public sector savings In terms of GNP remained unchanged a1 Private sector savings
the same negative level in 1993, while private sector savings declined from 24.204  surplus dropped to
< T . & vy . . . . . 0 P F p
of GNP in 1994 1o 22.4%, reflecting the rapid rise in aggregate private demand. As 1.5% of GNF in 1995
} ) . L o nmy 100 ) L . from 6.4% the year
the share of private investment in GNP grew in 1995, private seclors savings surp- 4 e o
fus fell sharply o 1.5% of GNP from 6.3% the year before, while that of public sec-
tor staved around minus 3%. Thus, overall savings-investment balance reached mi-
nus 3.5% of GNP which was offset by foreign savings in 1995,

Savings and Investment (Current Prices, As Percentage of GNP}

1991 1992 1993 1994 1995

Savings 212 209 218 229 211
Public 0.7 (3.8 -2.8 -i.2 -1.2
Private 205 217 24.0 24.2 224
{nvestment? 2343 229 260 215 247
Public 75 0.8 7.5 325 3.7
Private 157 162 19.3 17.8 209
Savings-Investment -2.1 <24 -4.9 1.5 -3.5
Public (1.9 76 -10.1 ~4.9 -5.0
Private 4.8 5.0 3.3 6.3 1.5

{10 Drrcluces changes in stochs, Sowrce: State Plaming Irgeeisating

260



Savings & Investment by Sector
T {As Percentage of GNF)

=3 5 50H
O Uy SO

LA

-5
1951 1992 3 1994 1993
s Savings T Hnvestment ——  Public Savings
s Private Savings i Public Investrent i Private nvestenent
GNP Growth by Sectors

In terms of sectoral contribution to economic growth, the industry sector provided  Industry provided the
the highest contribution to GNP growth, followed by the services sector, In faer,  highest support to GNP

] . . s LR ith 12%
industry grew by 12% whereas services were up by 6.5%. growth wi N

GNP by Origin (Annual Percentage Change in 1987 Prices)

1593 1994 1995

Growth  Share Growth Share Growth Share

Agriculture -1.3 14.8 0.3 15.7 2.6 14.9
Industry 8.2 26.9 5.7 27.40 12.1 280
Mining 6.4 1.6 8.0 1.8 6.9 15
Manufacturing 0.3 227 76 223 139 235
Energy 89 2.6 3.4 2.9 96 29
Services 9.3 470 41 48.0 G4 47.2
Construction 7.9 6.4 20 6.7 -4.7 3.9
Trade 11.6 205 ~7.5 201 i1.6 208
Transport & Comm. 0.8 12.4 =20 12.9 5.9 12.6
Financial Institutions -4 25 -1.5 2.6 (.4 2.4
Imp.Inc.on Residences 2.8 5.1 2.8 5.6 2.1 5.3
Business & Pers.Serv. 6.9 2.2 -4.2 2.3 7.5 23
Gross Domestic Product 8.0 DR.O =55 096 7.3 D89
Gross National Product 8.1 100.0 -6 6 0.0 8.1 100.0

Sowurce: Stale Institute of Statistics

The driving force in industry was the growth in manufacturing which was up Manufacturing
13.9%. While growth in the energy sector more than doubled, the mining sector recorded the highest

) : . . M I i 78 O RO
contracted by 6.9% as opposed w 8% growth in 1994, On the other hand, teade ?O{Itz;hu:mm to growth
in industry



has been the major source of growth in the services secior, registering a rise of
11.6% against 7.3% contraction in 1994, Noowithstanding the strong economic re-
covery, construction activity contracted at a rate exceeding the 1994 level.

Meanwhile, the composition of GNP by sectors in 1995 remamed almost unchan-
ged from the vear before. Share of services sector in GNP was 45% whereas that

of industry and agricaiiure remained ar 27 1 13%, respectively.

Composition of GNP (in Current Prices) in 19958

Services
Industry

27%

e 45%

Agriculture
1594 Other Government import Duties
2% Services 4%,
8%

Growth Prospects in 1996

According 1o SPO, in 1996, the Turkish economy is expected 1o move closer 10 it
iong-term average growth, and expand by 4.5% in real terms. While growth in in-
v 1o 8% and 4.95%,

dustry and the services sector is forecast 10 dmp respective
v The share of services in GDP I expec-
‘or industry and 19% for agriculsere,

growth in agriculiure is anticipated at !

redd o remain unchanged at 45% against 27

However, notwithstanding the Annual Programme target of reducing economic
growth in 1996, economic performance in the first half significantly exceeded offi-
cial Forecasts and reached 10.8%, scoring 12.2% in the first and 8, 9% in the second
industry grew a hefty 8.1%, mainly led by
growing 129 and 8%, respectively, while

quarters. According o first hall figures,

energy and manufaciuring sub-secic

the growth in agricnlure remained relatively fow at 1.7%. The services sector, on
the other hand, grew 9.3% with pade regiswering the %‘mj west prowih ar 13.1%, fol-
lowed by transportation and communication with 12%, In light of the robust incre-
ase in the GNP growrth in the first half of the vear and Sifﬁ,lh Is of contimiing strong
domestic demand, TUSIAD forecasts an 8 percent growth rate in the economy in
1996,

o
B

Economic Programme
for 1990 forecast
slowdown in GNP
growth

However, in the frst
half, GNP growth
higher than expected



GNP Growth by Sectors (YVear-on-Year Percentage Change)

Q1-96 (2-96 H1-96

Agriculture -i.3 3.2 7
Indusiry 8.8 7.4 8.1
Mining & Quarrving 0.6 3.2 14
Manufacturing 8.6 7.4 8.0
Energy 14 .4 9.0 12.0
Services 18 8.4 9.5
Construction -4 1.2 a0
Trade 15.3 i15 131
Transportation & Communication 4.4 9.3 120
Financial Instiiutions 8 3.5 16
Imputed Income on Residences 2.4 2.4 2.4
Business & Persong] Services o0 7.4 8.1
Gross Domestic Product 103 8.2 9.1
Gross National Product 12.2 8.5 10.3

Soerce: Sl fnstitute of Statistics

Industiial Production

Parallel 1w soaring aggregate demand, industrial production, as measured with the
auarterdy production index, rose 12.2% in 1995 after witnessing a 6.2% contraction
in 1994 While public sector industrial output declined in almost all lines of pro-
duction, robust growth in private sector industrial output has been the driving for-
ce behind this performance. Among the sectors, manufacturing recorded the hig-
hest growth with 13%, followed by 9.9% rise in energy.

Change in Quarterly Industrial Production Index
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Industrial output rose
12.2% in 1995 mainly
led by private sector
production



Among manufacturing sub-sectors, machinery emerged as the best pedormer sco-
ring 20% growth, followed by textiles and chemicals with 16% each. Food and me-
tals were one of the relatively slow growiag sub-sectors with growth remaining

around 4.5%.

Energy output which declined slightly in the public sector was more than offset by
considerable growth in private sector energy production, albeit much smaller in si-
ze, raising wial energy output by 9.9% in 1005

The growth in industrial production stowed down in the first quarter of 1996, bur
remained significantly higher than its growh in the firs quarter of 1995, Quarterdy
industrial production index rose B.4% in this period over the firgt quaner of 1095
when its growth was recorded at 1%. Ouiput growth in energy secior ouipaced ot
hers with 13% despite the 4.3% conwacton in public sector energy production.
Cutput in manufacturing, on the other hand, grew 7.9% with machinery continu-
ing to deliver the highest growth performance among manufacturing sub-sectors,
SCOMNG

1 23%, followed by food and chemicals with respective growth rates of 8.1%
and 7.4%. Growth in mining sector also declined, mainly due 1o the 4% contracti-

on in private sector mining activiry,

Quarterly Industrial Production Index by Sectors
{Compared to the Same Period of the Previous Year, % Change)

Machinery sub-sector
scored 21% growth in
1995

Industrial production
in first quarter of 1996
remained above the
same prerviod of 1995

1994 1995 21-96

Total Public Private Total Public Private Total  Public Private

Total Industrial Cutpur -0.2 46 118 12.2 -1.8 20,9 5.4 1.4 121
Mining 5.1 0.5 17 A1 -84 314 2.3 4.3 -4.5
Energy 6.1 SR T 99 03 1267 13.3 43 1771
Muanufacturing 5.3 26 ~12.1 15.0 -1.3 18.9 A" 4.0 9.3
Food 2.6 ' 1.5 4.5 -13.1 17.0 8.1 14.1 5.2
Texiile -4 =54 5.7 -18.9 17.3 2.1 -35.9 29
Wood =133 -3 1 135 58 147 6.0 -53.4 -(3.3
Paper & Printing -11.9 -14.5 9.2 B9 8.0 35 298 3.7
Chemicals -4.4 -13.2 15.5 8.5 230 7.4 4.0 107
Earthenware -5 -1.7 115 1.0 12.1 1.9 S23.9 3.0
Metals -2 : REEQ 1.4 -214 208 234 0.6 -5.0
Machinery =257 -5,4 -20.F 20.4 5.5 213 22.5 5.3 232

Soirve: State Tnstitate of Statistics

In terms of monthly industrial production index, industrial production remained
stronger than anticipated in the first six months of 1996 with an average growth of
6.9% which compares favourably with 3.9% increase in the same period in 1993,
Notwithstanding the fact that monthly industrial production index covers less items
than its quarterly counterpart, hindering a healthy comparison, the six-month ave-
rage growth falling below the first quarter growth could imply a relative slow
down in the economy during the second quarter, following the solid growh in the

Industrial production
remained strong in the
second quarter of
1996, but staved below
the first quarter
growth



first quarter, or an increase in imports of industrial goods as expected after lifting
trade barriers with EU,
M onthly Industrial Production Index
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According to June monthly production index data, the highest average increase in
output was achieved in the energy sector which rose 11.1% in the first half of 1996
over the same period in 1993, followed by the manufacturing sector with 6.5%,
and mining with 3.6%. Further growth is expected in the energy sector due to the
bunching of investment projects with a view to avoiding potential power shorta-
ges in the coming years.

Among manufacturing sub-sectors, growth in machinery output rose at a conside-
rably high rate of 27% in the first six months of 1996, while paper & printing rebo-
unded sharply as it contracted 34% in the first half of 1995 due to decreasing pri-
ces in the international markets, wiggering imports. Growth in textiles output, on
the other hand, bounced up and rose 6.2% in the first half of this vear against
2.1% contraction in the respective period the vear before.

Monthly Industrial Production Index
{Compared to the Same Period of the Previous Year, % Change)

January-June Average

1995 1996
Total Industry 5.9 6.9
Mining ~A4 A6
Energy 9.4 11.1
Manufacturing 6.0 6.5
Food 1.3 2.9
Textiles “2.1 6.2
Paper & Printing 40.8 -33.8
Chemicals 7h 2.2
Earthenware 0.4 6.3
Metals 12.5 A0
Machinery 5.1 26.7

Sorerce: Stede Institute of Statistics

Energy production
continued to grow in
1996



Capacity Utilisation

e

Average capacity utilisation rose substaniially o 78.7% in 1995 from:

73.1% the ve-

ar before, in line with 12.2% growth in indusirial production. After having scored

75% in the first quarter of 1995, it rose to 5% in the remaining quarters,

The highest increase in capacity utilisation rate originated in the machinery sib-

sector which rose w 72.2%, followed by puper & printing and chemicals, both re-

aching 8204, Capacity uilisation detlined in metals 1o 77.8%.

Average capacity utilisation rate slighily declined o 77.3% in the first half of 1996

The highest increase in capacity utilisation was recorded in metals which reachec
84.1%, and the highest decline in paper & printing which was down 1o TG,

Average Capacity Utilisation Rate (%)

i

Average capacity
utilisation rose to 80%
in 1995

Capacity utilisation
slightly declined to
77.3% in the first half
of 1996

1994 1595
Total Public Private Total Public Private

Hi-1996

Total Public Private

Manufacturing 731 TEA4 708 787 805 779 773 #1500 757
Fond 7h4 732 70,3 718 70.2 720 1.0 6591 78
Textiles B 61.7 SRy 82.3 634 B33 828 620 839
Paper & Printing 744 B3.6 813 74.6 640 S
Chemicals 75.2 558 TIY TO.9 839 74.8
Earthenware 84.4 719 B7.3 B3.2 705 3.0
Merals 82.0 79,2 TH3 B4l 935 TO0
Machinery 61.0 50.3 730 &9 75T 09.0

Svnree: State Instituie of Statistics

Employment

Parallel 1o the rapidly rising level of cconomic acrivity, unemployment rate, accor-
ding 10 SIS data, dropped to 6.6% in Ociober 1995 from its high level of 8% in the

w3

same month of the previcus year. Labour force, on the other hand, grew 3.6% in

1995 and reached 23m.

26

Unemployment rate
dropped to 6.9% in
1995



Labour Force vs. Unemployment Rate Miltion
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The sectoral breakdown of the labour force shows that the share of agriculiure in Share of agricuiture in
total rose o 48% in 1995 Trom 44% the yvear before, while the respective shares of  total employment rose
industry and services stand ar 21% and 31%, compared 1o 22% and 34% in 1994, to 48%

Given 12% output rise in industry in 1995 against a slight reduction in the share of

employment, indusirial production is likely o have benefited from productivity

arowth.

Sectoral Breakdowsn of Employment

Agriculture Industry
81593 1594 11895
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1blic Finance

I recent years, difticulties faced in public sector deficit reduction and the spiral-
ling financing requirements have clearly focused attention on the urgent need o
implement structural changes in order to gradually achieve balance in public fi-
mances, Une-time-only measures implemenied in the wake of the 1994 financial
crisis have been instrumental in reducing the public sector deficit 0 8.1% of GNP
from 12.2% in 1993. This favourable development continued in 1995 when the ra-
tio of the public sector deficit to GNP dropped considerably 10 6.5%

Public Sector Borrowing Requirements (TL Trillion)

Change in 1995{%)
1993 1994 1995  Nominal USD Adi.

Consolidated Budget 184 152 319 110 34
SEEs 40 55 4% -22 -40
Loval Administrations 19 23 B 7Y e
Social Security Instinations 12 23 5 124 45
Other A% 61 43 -30) 55
Revolving Funds 0 0 2 552 321
Funds 17 35 %4 -1
SEEs Under Privatizarion 14 26 -13 -132
Public Sector Deticit (Surplus -y 243 %14 4535 2
Excluding Interest Pavments 128 16 -81 -428
Excluding Priv. Revenue 231 331 317 1
Excluding Ind Pay & Priv. Rev. 134 32 60 -215

Svgtree: Treasiery

Among reasons behind the drop in the ratio of the public sector deficit o GNP,
notwithstanding the substantial rise in the budget deficit, were the higher than ex-
pected growth in GNP coupled with the nowmble drop in the borrowing require-
ments of SEEs. The decreasing trend in the borrowing requirement of SEEs of the
last five years continued in 1995 and it dropped o 0.6% of GNP in 1995 from 1.4%
the year before. The main reason feading to the relative improvement in SEE per-

tormance has been the limited increase in public sector wages, drop in the level of

agricultural subsidies and in the volume of fixed capital investment, as well as the
rise in profits due w hefty price increases exercised in line with international com-
ity prices.

PSBR, in GNP terms,
although still very
high, displayed a
declining pattern in
1904 and 1995

High rise in GNP and
the decline in the
borrowing
requirement of SEEs
Were main reasons
behiind the drop in
PEBR



PSBR/GNP vs. Consumer Prices
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Ratio of PSBR and Its Components to GNP (%)

1991

1992
1993

1994
1995

Consumner Prices {Right Scake)

1996%

1996 1991 1992 1993 1994 1993
PSBR 7.4 102 10.6 12.2 £.1 6.5
Consolidated Budget 3.0 3.3 4.3 6.7 3.9 4.2
SEEs 58 21 3.3 2.4 14 .6
Local Authorities 0.0 0.3 0.8 1.0 0.6 0.5
Social Security System -3 0.1 0.2 0.6 0.6 0.7
Others 0.8 1.3 2.0 1.6 16 0.6

Soweree: Mete Plavriing Organisaiion

Consolidated Budget

Governmentis main fiscal policy objective in 1995 has been the reduction of infla-
tion through decreasing public sector borrowing requirements, in particular of is
major component, the consolidated budget deficit, Government's budget deficit
target for 1995 was first estimated a1 TLI98 willion, but later revised several times
before it was estimated at TL306 trillion in September during the adoption of the

Supplementary Budget in the Parliament.

However, the year-end consolidated budget deficit finally recorded TL317 wrillion,
representing 4.2% of GNP, up from 3.9% in 1994, The primary balance was in

surplus once again amounting to 3.4% of GNP, down from 3.9% in 1994.

Tight fiscal policy
foreseen in 1995
Economic Programme

Consolidated budget
deficit rose to 4.2% of
GNP in 1995



Consolidated Budget (TL Trillion)

Change (%)
1994 1995 Nominal  WPI Adj.

Revenue 753 1,404 85 {
Tax Revenue S84 1085 H5 -1
Direct Tax 284 i2 58 -16
Indirect Tax 304 44 112 14
Non-Tax Revenue 165 319 93 4
Expenditure 509 41 3
Non-Interest Expendinire 601 50 3
Personnel 273 54 -1
Investment 77 A3 -25
Other Current 74 04 5
Transters (Exc.Interest Exp.) 178 123 20
Interest Expenditure 298 95 4
Foreign Debt 63 54 17
Domestic Debt 233 104 10
Primary Balance 152 70 -8
Budget Balance -146 117 17
Cash Balance -144 132 9

Svurce: Tredsury

In the first nine months of 1995, budgetary performance was better than Govern-
mentis programme argers, when the defict remained within set limits. Indirect tax
revenues exceeded expectations due to rapid economic growth. Treasury was able
to borrow for relatively longer periods, up to 12 months, somewhat easing debt
servicing obligations within this period. Accordingly, the cumulutive budger defich
in this period was up 20% 10 TLSG tillion (down 20% in real terms) from the same
period in 1994, However, this result was pastly Husionary as the cash deficir was
considerably higher at TLISS willion, since part of the interest payments was re-
cognised directly in cash balance as advances, becavse of the faer that the pre-al-
ocated budgetary expenditure limit for the entire yoar was already reached. Me-
anwhile, the primary balance (budger balance excluding interest payments) was
up 122% (26% in real terms) 1o TL241 trillion,

During the last three months of the vear, however, the budget performance was
significantly different. Lower than anticipated revenue on privatisation which stood
al $573m against the initial $2bn wrger, populist policies fuelled by approaching
general elections such as substangial rise in public sector wages in November ad-
versely affected the budger performance, and created 1 need 1o request 4 Supple-
moentary Budget to cover the rest of the year where the additional deficit was esti-
mated at TLIOS wrillion. According to the Supplementary Budget, 76% of ol reve-
nue, TLZ10 wrillion, was 1o come from raxes, while 14% would accrue from the pri-
vatisation proceeds of Turk Telecom. On the expenditure side. 81% of omal was
allocated 1o interest payments, pay-roll, and transfers 1 social security institutions.

w2
L

Budget performance in
the first three guarters
of 1995 seemed better
than expected

Barly general elections
in the last quarters
adversely affected
budger performance



Financing of the deficht entailed a relatively high cost for Treasury, as it had t© ra-
ise the rates to the level andcipated by the markeis, which was quite high due w

the aroused uncertainties before the general elections

Budget Deficit/GNP vs. Consumer Prices
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1 reveals that come-

An overall analysis of the consolidated budget for the entire

position of the revenue side of the budget chunged slightly as share of wx reve-
nue in toml revenue dropped 1o 77% from 78% the year before. Share of direct tax
revenue in total mx revenuve, on the other hand, fell down w 41% us opposed 10
48% in 1994, Decreasing share of direct tax revenue in toml rax revenue clearly re-

veals that an urgent rehabilitation of the ax system s necessary,

On the spending side, major change was observed in gransfer payments {excluding
inerest expenditure, consisting of payments o social security fnstitutions), as i

share in toml expenditure rose 1o 23% in 1995 from 20% the year before. The sha-

re of personnel expenditure in total expenditure slightly declined 1o 29% in 1995
st payments in tomal expendiiu-

from 30% the year before, while the share of inter
re remained steady at 33%.

Supplementary Budget
needed in the last
guarier of 1995

Share of tax revenue in
total revenue dropped
10 7T in 1995 from
TR in 1994



Com posm{m of Endgwaw Expenditures
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Financing of the ¢
borrowing, ie.,

leficit, in the eardy months of 1993, relied main%v o shor-tenm
Treasury Bills and advances {rom Central Bank, However, unlike
in 1994, Government could borrow for relatively longer periods in té‘m form of Go-
vernment Bonds easing the repayments schedule of Treasury.
ded mtes on T

Annually compoun-
-Bills declined steadily from 1709 in January 1© 95% in August as
foreign borrowing became available once again in this period. However, rates be-
gan o soar in September, reaching the annually compounded rate of 205% in De-
cember, mainly due t political uncerainty induced by general elecrions. A 0% rax
levied on foreign private borrowing in o move o curh the inflow of Shot moneyi
wis another factor raising rates in the last two months of the year, as it magnified
cost of funding and eventuaily was reflected on interest rares.

Financing of the Budget Deficit (T1 Trillion)

Change {%)

1994 1995 Nominal WPI Adj.
Financing 146 294 102 9
Foreign Debt A58 81 19 =30
Government Bond =70 £ - -
Shor-Term Debt 00 242 -1 47
Central Bank Advances 52 o5 53 -2
Treasury Bills 244 197 -19 -57
Other 12 - -2 -5

Sorircer Treasiory

In 1995, Treasury followed quite a successful borrow ing policy, accepting 1o pay
the high interest rates demanded by markets, while extend ing the average muaturity
of new borrowings which rose from 3-momhs at the end of 1994 i 8 months in
the middle of the vear. With the easing of the muarkets, there has been a significan
decline in interest rates. In the Jul y-August period, Treasury successfully conciu-
ded three T-Bill auctions where the compounded rate was 1009 and the Aty
one year. However, as the country rolled into political uncertainties in the las Cfli-

Tk
byt

Financing of the
budget deficit reled
mainly oo T-Bills

Despite T-Bill
matarities lengthened
o one year in
miid-1995, average
maturity stood at

O months in 1995



arier of the year, interest rates began to rise while horrowing maturity shortened

significantly 1o below 3 months.

Treasury Auctions in 1995
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Compounded Interest Rate
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With the appreciation of TL against major hard currencies, the return on fixed in-
come government securities remained high in USD terms for all maturiies in the
First 7 months of 1995 Yields on T-Bills, however, displayed a more volatile pat-
tern in the remaining part of the year when TL depreciated significantly. In No-
vember-December period, although rates on T-Bills rose considerably, due o Tre-
asury's heavy borrowing requirements fuelled by exira expenditures cavsed by the
approaching general elections and the rising repayments on domestic debt, 2 7%
depreciation of TL against USD led o negative yields on T-Bills.

% Monthly Returns on 3 and ¢-Month T-Bills in USD Terms™
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In the meantime, 1ol domestic borrowing increased 41% from TL1L304 willion in

1994 o TL1,833 trillion in 1995 which implied 15% decline in real terms. Share of

T-Bills in total domestic borrowing rose w 710 in 1995 from 49% the year before,

indicating deepening shor-term nature of domestic debt.

T-Bills posted positive
returas in USD terms
in the first half of 1995

UsEH vYields on T-Bills
declined due to TL
depreciation in the
second half of 1993

Domestic borrowing
down 15% in real
terms in 1995



On the repayments side, ol repayments was recorded ar TL1L744 trillion in 1995,
up 60% from TL1,092 trillion in 1994, while monthly average domestic debt servi-
cing rose to TL145 willion. Interest payments constituted 27.1% of ol servicing in
1995 as opposed o 21.1% the vear before. The increased share of interest pay-
ments in il servicing was the result of the heavy reliance on T-Bill borrowing in
1963,

Domestic Borrowing and Servicing in 1995

Bomestic debt
servicing up H0% in
real terms in 1995

1994 1997 Change{%o)
TL Trillion  Share(%) TL Trillion Share(%) Nominal WPIAdj].

Borrowing 1,303.5 HEGE 18331 100.0 40,6 =151

G-Bond 2061 158 3665 200 7RO 7L

T-Bills 0387 49 0 1,208.6 08 103.3

CDy Advances 3233 2450 141.7 7.7 -SG5

Orhers 1334 10.2 259 1.4 -B0.6
Servicing 1LWL5 1000 100.0 598

Principal BO16 789 R 7.6

Interest 2299 214 27.1 105.6

Svaprve: Treasuey

The ousstanding domestic debt, on the other hand, smounted 1o TL136T willion
(522 .9bn) at the end of 1993, up 70% in nominal terms, or 10% in USD terms, from
TL799 irillion {320.8bny in the previous year. Its ratio 1o GNP declined 10 17.8%
from 20.5% in 1994 as a result of the high increase in the primary surplus and
GNP i 31995 Treasury's success in borrowing for longer periods in the first nine
months of 1995 pushed the average matrity  of domestic debt slightly upwards to
185 days against 111 duys in 1994, which, however, remained below the 215 day
average attained in 1993, Another indication depicting the shor-term natre of the
domestic debt ar present is the growing share of T-Bills in the total debt stock
which reached 46% against 38% the year before.

Domestic Debt Stock (TL Trillion and Percentage)

1992 1993 1994 1995
Amount Share Amount Share Amount Share Amount Share
Total 194 100G 357 1040 79 100 1,301 100
Bl 472 22 65 s 304 38 G331 46
G-Bond 85 44 1491 54 230 30 312 34
ChH Adv, A1 1A T 20 122 15 192 14
Orther 35 18 32 o 133 17 20 2

Soreree: Troasiery

Domesiic debt rose
10% to $23%bn at
yvear-end 199%

The share of T-Bills
in total domestic
debt stock rose

1o 45% in 1995



indeed, the problem with the domestic debt stock in Turkey is not so much s
mugnitude, but is maturity structure. In most developed countries, while the rafio

of domestic debt o GNP is much higher than in Turkey, average maturily expres-
sedd inoyears is signiticandy longer. The shoreterm nomare of debr oreates o spiral
ling interest paymenis effect on the budget, and requires Treasury o borrow more

frequently, and ar relatively high real rares.

Distribution of Domestic Debt
100%

809%

1992 1993 1604 1005
I B Tl Bond 08B Advance i

A further problem relmted to the Turkish domestic debr is its size compared o the
entire financial system. The ratio of the domestic debt s m% W M2 {money in O
culntion plus TL deposits) amounted 1o G0% in 1905 significantly exceeding 31_,»{-.—.!"..

in nmdor developed economies.

Domestic Debt Stock (946)
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Structural reforms and readivsiments a:i-tir.i;wa;*{f g0 far due o msutbciens polifical will
imevitably fed o rising budger deficiy and FSBR, pushing interest rates upward
cor by reducing i1s fun-

and creating forovding our effectd against e private se
ding capability. Indeed, the share of Government securities in total vustanding se-
curities rose o 80% in 1995 from 61% in 1990, The largest increase in public sector
securities originated in Treasury Bills which climbed from 13% of 1otal in 1990 10
A2%in 1995,

Shrinking marurity,
the real problem with
domestic debt

Turkish domestic debe
compared to financial
system significantly
higher then developed
eoonomies

Heavy borrowing
requirement of the
puhlic sector hinders
private sector
eXpPAansion



Ontstanding Securities (Jn 1987 Prices)

1990 1991 1993 1094 1‘)‘35
Toal 8 30 0,849 1 18, ‘%fi'-('} 4 14,0258 -
Private Sector 319272 4,294.0 ReY 55238 25188
Public Sector S 1178 53,9551 03586 13, ﬁ N} 6] 11,507.0

Soperee: Capid Markers Board

Budget Performance in 1996

Budget performance of the Turkish economy significantly worsened in the first
half of 19906, as the rise in expenditure considerably exceeded the rise in mevenue,
and the resuliing consolidated cash deficit equalled almost 609% of the estimated
annual budger defici, amounting 1o TL502 willion, up 309% from TLI23 tritlion in
the same period in 1995, As a result of heavy domestic borrowing, the share of in-
terest payments in total expenditure rose 1o 46% in the first half of 1996 from 39%
in the same period of 1995,

The budget deficit is expected w reach TLL350 trillion at the end of this vear or
even exceed this amount in the case of continuing expansionary policies in the se-
coned halt of lthough the Economic Programme for 1990 foresees 30%
wage increase for both public sector workers and civil servants, 50% increase in
wages of civil servants necessitated an exira funding of TL125 willion,
the deticit

the vear. A

widening

Consolidated Budeet Janvarv-Tune, TL Trillion)

Change (%)

1995 1996 Nominal USD Adj.

Revenue 583 1,074 84.2 9.5
Tax Revenue 454 a8l 4.0 154
Non-Tax Revenue 1249 193 45,8 -10.9

Expenditure G 1,549 122.6 32.4
Non-Interest Dxpenditure 450 HR i2.3
Interest Expenditure 240 1544 (9.1

Primary Balance 153 68.6 .3

Budger Balance -113 320.6 1530.1

Cush Balanee -123 30 1432

Surrree: Treasnry

Shor-term borrowing continued to be the main source of financing the budger de
ficit in the frst hall of 1996, Uncerminties in the regulaiory frumework concerning
the mxation of interest income adversely wffected borrowing with maturities in
W07, Repavments on G-Bonds and foreian debr exceeded roml new borrowing, as
Treasury was unable w raise long-tenn domestic financing, while foreign borro-
wing remained fow, The high volume of T-Bill borrowing in this period will inevi-
by ead o heavy interest pavment obligations in the remainder of this vear, ari-
sing expectalions on inferest rates o climb higher
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Consolidated budget
deficit rose {0 TLS02
triffion in the first half
of 1996

Budget performance
likely to worsen in the
coming months

Short-term borrowing,
main source of
financing the budget
deficit in the frst half
of 1996



Financing of the Budget Deficit (January-june, TL Trillion)
Change (%)

1995 1996 Nominal USD Adj.
Financing 123 02 A05 4 14%2
Foreign Debt 76 =26 637 T96
Government Bond 73 161 -
Stort-Term Debt 143 TAR 4129 259
- Lentral Bank Advanees o -~ e
- Treasury Bills 135 750 5. 24

Other -18 48
sortree: Treasury

State Economic Enterprises

Aceording to provisional Treasury figures, the borrowing requirements of State  SEE borrowing
Leonomic Enterprises declined by 20% in nominal rerms, or 48% in USD terms, in reguirement dropped
1995, The ratic of SEE deficit to GNP thus dropped 10 0.0% in 1995 from 1.4% the  20% in nominal terms

vear before.

Factors behind the drop in SEES borrowing requirements in 1995 have been the  International price
positive effects of internutional price movements on public sector price adjusi-  Mmovements positively

ments and the decline In wial subsidy pavments for agriculiural produce due o affected SEEs

lenwer than expected harvest

SEE Borrowing Requirements and Financing (TL Trillion)

Change (%)
1994 19694 Nominal USD Adi.

Total Revenue 6852 Ga47 29 -10
Unperating Revenue 557 721 44 -8
Depreciation & Provisions 103 110 7 41
Transfers from Budper 2} 46 114 39
ol Expenditure 729 985 35 -12
Cperating Expenclipure 630 837 3] -15
Investment 40 &6 i -7
Change in Stocks 34 A8 1 28
Other Expenditure 10 4 348 191
SEL Borrowing Requirement 47 -48 S0 48
Finuncing 47 38 -20 -5
Change in Cash Balunces ~12 -0 48 -7
Dromestic Borrowing O e -1 -34
Poreign Borrowing =5 -17 231 115

Sesrercee Stevte Planaing Orgostisption

The reduced borrowing requirement led 0 o decrease in the 1ol debt stock of  SEE debt stock declined
SEEs i real terms, purticudarly in foreign credin. Indeed, the oustanding foreign int real terms in 1995
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debt was down by 30% in nominal terms (3% in USD terms). According 1o provisi-
onal figures, otal debrt stock rose 40% in nominal terms, but declined 9% in USD
[erms,

Debt Stock of 8EEs (TL Trillion)

Change (%)
1904 1995 Nominal USD Adj.
Tomal Debt Stock 714 1,00 40 -5
Domestic Debu 4152 332 32 -14
Tax 03 161 35 {
SEFs 42 568 38 -11
Public Agencies 59 76 A% 14
Private Investors 253 a2 42 -5
Treasury 89 s 30 16
Producers 9 16 74 13
Commercial Banks 403 21 29 =17
Rediscount Credits 25 {3 ~140 -160
Social Security Institutions 12 20 67 8
Forejgn Debt 312 465 50 -3
Revolving 2 152 49 -4
Guaranteed 100 150 42 -8
Orhers 05 166 39 3

Soperce: Tregsiry

I the 1993 Economic Programme, a toral of $2bn was o be collected from the
privatisation of 20 SEEs with an estimated privatisation revenue of $Sbn. However,
performance in the first halfl of 1995 was insignificant when only $70m could he
realised. Accordingly, the trget was revised down 10 $1.3bn, but realisation rema-
ined at $573m, generating $379m in cash proceeds, The companios 10 be privat-
sed in the frst instance Included the iron & steel giant Eregll Demir Celik, the pet
roleum distribution company Petrol Ofisi, the ;..)t“i.mai‘a@;1'1%(::&1‘; producer Petkim, the
peuoleum refinery Tipras, the national aldines company Tirk Hava Yollar, and
the textiles giant Stimer Holding,

Social Security Institutions

The imbalance between the numbers of actively and passively insured persons,
discrepancy between premiums received and pensions paid, considerable lags in
premium collection, bad management of collected funds are AMONGE MAN reasons
worsening the financial structures of the social security institutions (SSI) which
ranked second in the constitution of the PSBR in 1995, 881 borrowing requirement
rose 124% in nominal terms, or 46% in USD terms, representing 0.7% in GNP in
1995 against 0.0% the vear before,

Privatisation revenue
remained far behind
the programme target
in 199%

881 borrowing
reguirement rose
substantially in 199%



851 Borrowineg Requirements (TL Trillion)

Change (V)

1994 1995 Nominal  USD Adj.

Revenue 163 290 i) 14

Premium Collected 25 238 86 27
Hxpenditure 200 411 9% s

Insurance Claims Pald 282 41 24
Revenue-Expenditure Gap -4 -121 192 e

5K - 30 82 172 77

Haslur 16 uele 154 63

Emekli sandil -1 -1 B72 331
Transfers from Budger e 71 271 141
Borrowing Requiremenis -23 =51 124 4
Stsprcer Treaspry
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Monetary Policy

Ceniral Bank's monetary policy followed terp distine courses during the year, In
the first ten months, it remained geared o controlling and reducing inflation while
sustaining stability in the fnancial markers, pursuing the guidelines set in the an-
nual Economic Programme, In complinnce with the Stand-By Agreement with IMFP,
an upper lmit was set for net domestic assets, mainly composed of CH credits
the public secior, and Central Bunk monev growth was 1o expand concurrently
with net foreign assets which, in fact, was not anticipated to grow significanty.

Thus, reserve money was estimated 0 expand by 41% in nominal terms, assuming
37% inflation. Net foreign assets, however, grew ar o much faster pace in the first
ren months due changing portfolio preferences of investors, shifting owards TL
denominated assets, while net domestic assets declined in real terms.

Central Bank has been quite successful in the design and implemeniation of mo-
netary policies in the first ten months of 1995 when net foreign assets rose from
minus TLE 201bn (minus 320313 at the end of 1994 10 TL3G2 900bn {87,187m) a1
the end of Ocober 1995, while concurrently net domestic assets rose by 22% w
TLABZ,400bn (87,573m). The resulting 72% increase in reserve money was actually
financed through the increases in Ceniral Bank foreign exchange reserves which
amounted 0 $16.7bn, up 135% from $7.1bn at the end of 1994

A major policy instroment in this aren, possibly feading 1o exchange rate smbiliry,
has been the énominal anchor’ based on a forcign exchunge basket compuosed of
L USD and 15 DM, However, in the last two months of the year, this policy was
abolished due to high demand for foreign exchange and TL depreciaied in line
with the target inflation.

CB FX Heserves vs, Reserve Money
Million USD
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Indeed, the availability of foreign borrowing coupled with rising tourism revenue
ancd workers' remittances, and the return to the fnancial system of gold and fore-

ign currency hoarded during the crisis period considerably eased the pressure on
domestic markets, thus demand for TU increased substantially snd Ceniral Bank re-
serves registered an all-ime high of 316,730m in October 1995, up 135% from
$7.112m in December 1994, During this period, net foreign assets amounted ©
TL362,900bn (§7,187m), rising from minus TL8,201bn (minus 3203m), due o chan-
ging portfolio preferences of investors shifting owards TL denominated assets.
Nenwithstanding Central Bank's open market operations 10 absorh excess Houudity,
reserve money increased T2% in pominal reoms (3196 in USD rerms) during this
period, mainly due e foreign corrency purchases of the Central Bank.

Central Bank Balance Sheet: Selected Items {11 Trillion)
Q4-94 Q1-95 Q295 Q395 Q4-95

Q1-96 029
51

L

Net Foreign Assets 20 HSS 1942 3390 1TBG 3104 5.
LSO Eg. (bn) (3.2 2.0 4.4 0.9 2.5 4.4 6.3
Net Domestic Assets 3138 3417 4210 3562 4922 3268 437.0
Reserve Money 1857 2190 2864 3231 3435 3810 4339
Monetary Base 1869 2400 3934 4375 3594 4278 4820
Central Bank Money 1931 2467 4017 44 : 4425 4BR7
Sonvve: Censraf Bk
CB Net Foreipn & Domestic Assets vs, Cemtral Bank Money
TL Tallion
SU00
%
S00.0 /xw
4080
300
200.6
HERE
04
-100.0
4-94 2195 Q285 3385 04-93 -9
~~~~~ Net Forelgn Assets  ——X——Net Domestic Assets ~—Central Bank Meney

However, the significant amount of foreign capital inflow in the first ten months of
the vear, coupled with the rapid rise in domestic demand began w have adverse
efferss on monetury aggregates i Sepiember, which fed Cenmal Bank 1o take me-
asures in order oo curs the monetary growth and cool down the economy. While
the 'anchoring' policy was discontinued in the remaining pant of the vear and TL

Official reserves
reached all-time high
at $16.7bn in October
1995

Measures taken 1o slow
down economic
growth in the last two
months of 1995



depreciated by 179% against USD, a surcharge of 6% was imposed on foreign loans
scoured by the private sector,

With the approaching carly gencral elections, Central Bank focused more on off-
setiing the possible adverse effects of the clection rally on the financial markets
than concentrating on economic stability, Treasury's heavy reliance on Ceniral
Bank resources severely hampered the Bank’s effornts o control net domestic as-
sets which rose 1o TLA492,230bn in December. Rising foreign exchange demand fu-
elied by banks svishing o end thelr shor foreign exchange positions as well as in-

vestor preference reversing towards foreign currencies significantly reduced Cent-

ral Bank's foreign exchange reserves and, in i, net foreign assers. At the end of
December 19935, official foreign exchange reserves and net foreign assets declined

substantinlly 10 $12 4bm and TL

7770, respectively.

Central Bank FX Assets and Liabilities (7L Trillion/USH Billion)

Early general elections
adversely affected
monetary performance

Oificial reserves
dropped to $12.4bn at
the end of 1993

Q4-94 Q195 22-95 Q5-93

TL Us 1L Dxn TL Osp T UsD 1L

0196

Q2-96

USD TL USD

. Assers A0 o6 SBO P3O M2 o 915 18T 912 155 1,107
Fx Bosorves 273 71473 713 SRS 134 7O inZ TR 124 ol
P Lighiliies SO0 J3.0 ATY G2 TR MG B33 170 1048 176 1270
Foreign 390 J0.2 4RO 6 S34 j22 B0 125 TIn I30 0 S04
Domesiic 10 20 195 4.6 194 44 223 40 273 4.4 360
Fe Position ~131 W34 9O W24 700 &2 PL7OO-1RT O L2 -103

6.5 1501 185
13m0 1290 159
80 1,468 181
128 1,039 128
5.2 429 53
-1.5 32 04

Soproe: Cendral Bonk

Monetary performance of the economy in the first half of 1998 has been quite suc-
vessiul, despite the rising foreign trade deficit fuelled by the Customs Union with
L As Treasury had o step up interest rates sharply 1o the level anticipaied by
the market which was overwhelmed by the political uncertainties ar the beginning
of the year, investor preference shifted once again towards T denominated assers,
allowing Central Bank 1o recover much of its lost foreign exchange reserves, With
naproving market seniment, interest rates on T-Bills gradually declined in the first
three months of the yvear and TL started o appreciate in real werms. At the end of
June 1996, Central Bank was able wo raise net foreign assets by 189% in nominal
terms, or 118% in USD terms, in the first half of the vear. In the meantime, net do-
mesiic assets decreased by 1% in nominal rerms, or 33% in USD terms.

However, developmenis at the political front ar the end of second quarer once
again paved way 1o changes in monetary balances, Politceal uncertainties led w in-
terest rake increases while demand ar Treasury auctions remained much below
than the expected level,

Monetary aggregates
behaved positively in
the first half of 1996

Another political crisis
towards the end of
second quarter
hampered monetary
balances



It seems likely thar Treasury will have o rely more on CB resources, given the ext-
ra burden on the budger brought about by the new government’s loose spending
which includes wage hikes in the public secwor, amounting o TL 125 willion, and
higher than programme rarget subsidies on agrcuitural produce. Likely difficulties
in domestic borrowing could further prompt Government o resort more 10 Central
Bank resources. However, as of June 1996, {Ja,mm% Bank is well endowed with so-
me $16bn foreign exchange reserves and TLA7Z willion worth of government debt
securities o offser any undesirable movement in the money markels,

Monetary Aggregates

Parallel to high GNP growth, the cconomy experienced considerable monetary ex-
pansion in 1995, Broad money supply MZ (M1 plus time deposits) and M2ZY (M2
plus foreign exchange deposits) showed real growth as respective increases reac-
hed 18% and 25% in real werms (WP adiusted). The rapid increase in M2Y was
mainly due to the return to the financial system of foreign exchange hoarded du-
ring the 1994 crisis situation. Accordingly, foreign exchange deposits grew 30% in
real terms. Narrow money supply MT {currency in circulation plus sight deposits)
remained unchanged in real terms in 1995,

As a result of real TL appreciation in the first quarter of 1996, there has been «
slow down in the growth of M2Y while M2 continued to expand. In the second
guarter, however, in line with growing political vncertainty, foreign exchange de-
posits began to rise, thus increasing the grow f?i in MZ2Y. Overall, monetary aggre-
gates contiacted in real terms in the fiest half of 1096 when M1 declined 109% in re-
al terms, while M2 displaved no real change. M2Y, on the other hand, contracted
%%, mainly due o 9% decline in forelgn exchange deposits,

M1, M2 and M2Y (TL Billion)

a1 M2 FX Deposits M2V
Q4-94 238,981 742 490 625,711 1,271,201
Q195 234,180 765,502 720,856 1,486 448
(2-935 314 250 D79810 FTL1,367 1,751,317
2393 372,786 1,126,714 915,273 2041987
(04-95 396,047 1,270,423 1,355,004 2,625 517
196 421,299 1,435,626 1,305,396 2,947 222
Q2-96 311,320 1.823,307 1,771,252 3,506,559

Sonrce: Gontral Besrdy

Treasury bhad to resort
to Central Bank
resources as it failed

to raise funds in the
markets

Broad money supply
H2Y rose 25% in real
terms in 1995

Monetary aggregates
contracted in the first
half of 1996



Monetary Aggregates vs. WPI
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Concurrently with the strong revival of the economy in 1993, bank loans as swell
as deposits increased in real terms. Foreign capital flowing into the banking sys-
tem also contributed banks 10 increase the volume of lending which was up 143%
in nominal terms, 47% in real terms (WP adjusted), while deposits grew 109% in
nominal terms, 26% in real wrms. Due 1o increased lending, the loan-to-deposit ra-
tio rose to 56% at vear-end 1993 from 48% in 1994,

Parallel to the high economic growth scoring 9.9% in the first guarter of 1996 com-
pared to the first quarter of 1995, toral loans rose 141% in noming fermas, 459 in
real werms, while growth in total deposits remained ar 107% in nominal, 21% in real
terms, mainly due o slow down in TL deposits possibly reflecting weakened inves-
tor confidence early this year. However, in the second quarter, vear-on-yvear growth
in total fending declined o 130% in nominal, 319% in real terms, thar of iotal depo-
sits, on the other hand, rose around 111% in nominal, 20% in real terms. The rise in
foreign exchange deposits was higher, reaching 128% in nominal, 30% in real

terms, compared w 95% in nominal, 11% in real terms, respectively, in TL deposits.

Total Loans and Total Deposits (TL Trillion)

Q494 Q195 0295 (3-95 01-96  (2-96
Testal Loans 5656 &0 845 1,003 1084
Total Deposits 1,186 1402 1624 1,800 2814
TL Deposits 557 681 833 9835 1,308
FX Deposits (29 721 772 91s 1,506 1,771
LSD) By, fhn) 162 172 170 88 23.3 218
Loan/Deposit 0.48 0.50 .52 (153 0.60 (.57

Sowevoe: Cotrad Bank
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Bank lending rose £7%
in real terms In 199%
while the growth in
deposits remained at
26%0

Year-on- vear growth
in bank lending slowed
down in the {first haif
of 1996



Oy the other hand, ar the end of the first haif of 1996, bank lending and deposits
seem expanded modestly since the beginning of the year with respective growth
rates of 429 and 40% in nominal terms which translate into 1.4% and 3. 4% cont-
raviions in real terms.

Loans vs, Deposits and WPI

U004 = 100
TL Trifion (1964 = 1000
3500 30
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EL Deposits [ TIFxDeposits  —#~TowlLeans  — WPI{Right Axis)

In rerms of the maturity structure of TL deposits in 1995, the share of tme deposits
in 1ol rose 1o 79% from T3% the vear before and 63% in 1993, Of the ol time

")

deposits, 32% were conmracted for 3 months and 24% for & months. However, the
share of 12 month time deposits declined significanty 1o 3% of total from 6% the
vear before and 8% in 1993, reflecting the extrermne short-term stiruciure, al present,

of the Turkish monetary systen.
Maturity Composition of TL Deposits in 1998

3 Month & Month
23% _ 3 24%

12 Month
3%

{ Month ' — Sight
17% 21%

Luoserdons crisis in 1994 reaped the be-

oof the rapud ©

Jonet earnings of Danks operas

in nomnal erms,

ting in Turkey rose 2 ¥ in real terms, compared favo-
by with 34% real contraction in 1994 The consolidated balance sheet of banks
shsey grew 1T062% n nominal terms, 25% in real werms, @ TL3,933 trillion from
o

(L1918 willion the vear hefore. Rising credit demand, fuelled by rapid growth, in-
vestors preference shifting o TL denominated nssets, accessibility of foreign reso-

11 deposit maturities
shortened in 1995

Banks' consolidated
balance sheet for 1995
grew 23% in real teries



urees, and the return to the financial system of gold and foreign currency hoarded
during the crisis period have been the main factors behind the growth in hanking
activity. Huge volume of Treasury's domestic borrowing which provided high real
returns also has contributed positively 1o bank's earnings.

Consolidated Liabilities of Banks (T Trillion)

Che.{(»)-Nom. Chg.(%)-Wpi
1993 1994 1995 1994 1995 1994 1995

Deposits 522 1,192 2,500 128.3 1R -8.7 271
TL 266 S84 1,196 1196 W48 -122 241
FX 250 HBOs 1,304 137 .4 1343 -5.1 209

Borrowed Funds 284 352 B4 237 TEGA 0 -505 5.5
TL 143 254 384 3.0 335 =280 R4
FX1 41 s 230 in.d 1029 L7322 422

{Other Liahilires 124 218 480 T5E 12086 207 A37

Shareholders’ Equity 69 123 247 704 0060 <283 216

Profi 28 43 114 4.5 1625 -38.2 59.1

Total Liabilities 1,027 1,918 3,955 808 2 233 2540

ireer Trpasisy

In addition 10 economic developments, regulatory changes also greaty affecred
the course of the banking system in 1995, While the limit on the shor position
was st at S0% of u bank's capital base, liquidity and reserve requirements were
modified so as to effectively control mone ary expansion. In this conext, the re-
serve requirement ratio for TL and foreign exchange deposits were mised 10 9%
and 13% from 8% and 10%, respectively, Similarly, the Hoguidity requirement on TL
and foreign exchange liabilities, other than deposits, were increased 10 9% and
120 from 8% and 9%, respectively.

Share of FX in Banks' Consolidated Balance Sheet(Y)

1988 1989 1990 1991 1992 1993 1994 1995

Assels 26 2% 23 20 A2 A7 45 43
Liabilities 24 24 20 31 A7 43 47 48

Sosree: faveks’ Associari of 1 ey

While the share of foreign exchange in banks' labilities continued 1o rise in 1995
reaching 48% of total against 47% in 1994 and 43% in 1993, the share of foreign
exchange in wial assers declined o 43% from 45% the vear before, and hence,
short position of banks reached $3.1bn ar the end of 1995 from $S800m i 19

Limits on open foreign
exchange position of
banks

Open foreign exchange
position of banks
widened in 1905



Foreign Currency Position of Banks
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istanbul Stock Exchange (ISE)

Developments favoursbly affecting the financial secror have also had positive el Net profits of ISE-listed
fects on the performance of the real secior. The corporate secior, huving success- companies soared 53%
fully passed the survival test in 1994, gained efficiency and increased net carnings 0 USD terms in 1995

by £3% in USD terms under the stable economic environment in 1905,

A comparison of 1995 financial results with 1993, the best year in terms of ear-  Improved operating
onomic crisis of 1994, reveals that the real sector margins and better

nings performance before the

has been successful in increasing carnings more than 30% in USD terms. Improved  Wor king capital
operating marging and betrer munagement of the working capital coupled with mapagement positively
significantly declining real interest raftes, partcularly on foreige exchange loans affected the real sector

due 1o lower depreciation of TL, have been the major factors raising profitability.
indeed, the ratio of financial expenses 10 operating profiss, which stood at 44% at
W4 in 1995,

the end 1993, dropped w0 3

met Profits of ISE-Listed Compandes (Million USD)
1994

Change {%)

Auroimostive a0 -5
Building 23 75
Cables 22 20
Cement 176 =17
Chemicals 4 5o8
Flecwic/Flecironics 151 a8
Finanoe 867 &3
Food & Beverage 130 10
lass & Farthenware T4 A5
Holdings 174 -4

w41
fad



{Continued)

1994 1995 Change (V)
Eor

Irom & Steed 135 229 71
Leisure 4 15 146
Machinery 13 22 e
Media =10 it

Miscellaneous 82 149

Non-ferrous Metals 27 14

Pulp & Paper 54 100
Textiles 184 1] 4
Unilities 7 o2 o0
MNon Financial Sector 1,39 2,423 52
Total 2,450 4,012 63

The impact of the recovery in the economic environment showed wide variations
among sectors. In terms of
earnings growth 1o 84

sectoral performance, chemicals led the list with 808%
1301, owing 0o Petkim's,
ve performunce. Utiides followed with

ate petrochamicals giang, iy

0% gronvihy, pulp & puper with 85%
firancials with 83%. The textiles sector has been under-performing with only
growth, Automotive and cement sectors were poor performers, incurring &
17% declines in earnings, respective

s
Iy, Meamwhile, the media sector attained $50m
of earnings which compares with $16m loss in the previous vear,

Notwithsia rdling the favourble ecarnings pedormance of e corporie seCctor, G-
Pl i } !
ii‘:." investors {'@gifa‘j[i?

Fadoss of 5% in USD rerms in 1995 due o political uncerta-
indy, depressing the marker sentiment and leading o volatiliy, Indeed the bourse
had displayed an outstanding performance in early 1993 in responding o strong

company earnings, coupled with relative ease in the monetary policy and the Cus-
tonas Union agresment,

Weak returns on alternative finuncial instruments, in particular, the overvalued 11
exchange rate and Treasury’s success in extending the maturity structure of do-
mestic borrosving, arousing expectations of o downward trend in interest rtes, ha-
ve supported the upward rend in the bourse. ISE-100 in USD rerms rex i
points as of April 21, 1999, delivering a rerurn of 80% over the end of 1094,

P

18]

However, the mily was interrupted in late April due o uncertainty regarcding the
tuture of the cealition government. The negative market mond continued to DIreAEs

il in the remaining parnt of the vear, as political uncesaint

over-shadowed -
nancial markets. The bearish mood in the bourse was further aggravared at the
: I

approach of general elections on December 24, a5 investors movee avwvay from T
denominated assets in favour of foreign currency. 1SE-100 ended the your at 591
points, in USD terms, regisiering 5%

compounded T-Bill rate exceeded 20

decline over the depressed 1994 while  the

A
IS

Chemdcals and oeilities
achicved the highest
growih in earnings

1Y ndex dropped $%
i LS terms despite
the revival in
economic growth

51 index reached s
highest level n April
14995 at 746 points

BE index ended 1995
@t 391 points due (o
political developments
in the last quarter of
the vear
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Bearish trend of the 1SE reversed 1o a shon term rally in early Februarny 1990 when

equity investors were relieved of the nine-month political gridlock ahead of the
formation of a coalition government between Motherland and True Path parties.

pared to other emerging markets as well as the declining vield of alternative finan-
cial instruments. Indeed, return on T-Bills dropped to 120% compounded rate in
the first quarter of 1996, while TL remained slightly over valued against foreign
currencies,

The equity market could not sustzin its upward trend, however, as the confronia-
tion between the two parties’ leaders prepared for the collapse of the coalition go-
vernment, Despite strong company fundamentals  and cheap valuation measures,
the direction of the ISE in the remaining part of the 1996 will very much depend
nn political stability and the prospects of the recently formed "Refah-Yol' coalition
BOVETTNENL,

Stock market rallied in
the first three months
of 1996

Performance in stock
market in the coming
months very much
depend on political
environment









Inflation

Government policy to mckie inflation in 1995 has been through decreasing pub

sector §“§<’a§i<}mﬂ"}“ recuirement and controiling monetary expansion. Certain ézmz%
st on Central Bank balance sheet was supposed o leave domestic borrowing the
only way to meet PSBR. It was assumed that any increase in the budger deficit
would raise domestic borrowing and subsequently interest rates, thus curbing do-
mestic demand and slowing down the economy. In actual fact, while rising budger
deficiis indeed increased interest rates, domestic demand, mainly Hnanced by pri-
vale sector f(‘si"eig_;zi“i borrow ing, continued o grow, retaining inflation at high levels.

Nevertheless, inflation dropped sharply in 1995 compared o 1994, but remained  Inflation came down
above the 1993 pre-crisis level. According to vear-end price indices (1987=100)  sharply in 1995, but
published by the State Instiine of Staristics, wholesale and consumer Prices rose remained higher than
64.9% and 78. W, respectively, following the respective rises of 149.6% and 12550, the pre-crisis level in
in 1994, The annual average increase reached 88.5% and 93.06%, respectively, in 1993

the wholesale and consumer price indices.

Average Annual Inflation
" (1987=100)
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Lower than expected depreciation of TL against major foreign currencies, sizeable  Delayed public sector

oulput growih, and postponed price adiustments in the public sector have coniri- price adjustments
buted towards curbing inflation in 1995 from 1994 level, The slow down in whole.  contributed positively
sale prices observed from April onwards, continued in the last monaths of the yeay o thedrop in inflation

as Government has been reluctant 1o make price adjustmenis when general electi-
o were 5o imminent. The rise in consumer prices remained above the dse in
wholesale prices in 1995 due o rising domestic demand coupled with MOy
expansion and real appreciation of TL.
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On 2 sectoral basis, wholesale price inflation was the highest in the agriculmural
secior with 118.7%, reflecting the effects of lower than expecied hurvest and the
fall in live animal raising in 1993, The manufacturing sector followed with 83.5%
while price increase in the mining secior rernained below the avernge with 70.0%.
Energy sector, where prices are determined by the public sector, recorded the lo-
west increase with 47 8%, indicating lagged price adjustment. Among the manufac-
uring sub-sectors, paper & printing recorded the highest price increase with
146,59 due o rising pulp prices in the internations! markets, followed by machi-
nery and textiles. The lowest price increase orcurred in the earthenware with
35.6%.

Inflation by Sectors (12-Month Average Change, 1987=100)
1994 1995

Overall 1207 H3H5.5
Agriculture : 1187
Mining 76.0

Eneray 4748

Manufacturing 56.0 129.4 835

Food 599 128.6 B2.2
Textiles 54.1 1311 585
Wood 77A 5901 807
Paper & Printing D08 113.0 HECRS
Chemicals 48.5 142, 81.9
Earthenwars 58.1 196 356
Metals 1.6 1450 802
mMachinery 49.2 1113 893
Other Industry 677 168.7 85.2

Soaerce: State Instiute of Statistics

Inflation was highest
in agriculture and
owest in energy



In the first six months of 1996, however, inflation accelerated whereby wholesale By the end of June
and consumer price indices gained 43.7% and 306.7%, respectively, due to prubslic 1996, annual inflation
sector price adjustments postponed so far with concern over the cutcome of elec-  Was ?6'2%” in terms of
tons. During this period, price increases in the public sector reached 53% aguainst WPI %ﬂd B2.9% in
41% in the private sector. Consequently, year-on-year inflation in June rose slightly terms of CPI

to 76.2% in terms of wholesale, and 82.9% in terms of consumer prices.

Changes in WPI and CPI by Periods {1994=100. %)

CP1 WPL

June 1996 2.5 27
June 1955 2.5 1.3
Dec, 1995 - hune 1996 36.7 437
Pec. 1994 - june 1995 31.0 351
May 1995 - June 1996 225 76,2
May 1994 - Tune 1008 BOG 78.1

Sowrce: State fnstitute of Statistics

The pace of inflation in the rest of the year will very much depend on the finan-
cing of the public sector deficit. Notwithstanding the Economic Programme target,
the new coalition Government agreed to 50% across the board salary increase for
civil servants, creating an additional TL1235 wrillion burden on the budget. Financial
resources requiredd 1o cover this additional burden have yet to be identified and
secured.
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Foreign Trade

Rapid economic growth, reduced impornt duties, and the overvalued TL led 1o a

soiring tradle deficit, especially in the second hall of 19935, reaching $14.1bn, or

8.4% of GNP. This compares with 63.3% decline in 1994 1o $5.2bn, representing
4% of GNP, Tmports soured 1o $35.7bn (21% of GNP in 1993, reflecting 53.5% inc-
rease from $23.3bn in 1994, while exports reached $21.6bn (13% of GNP), up
19.5% from $18.1bn. Accordingly, the export/import coverage ratio dropped
sharply 1o 60.6% from 77.8% in the previous yeur.

Forelon Trade

1993 1994 1995
USD Bn. Che.(%) USD Bn. Che.{%) USD Bn. Che.{%)
Expors (FOR) 1%.3 4.3 18 B0 210 19.5
Impaorts (CHF) 294 287 235 S28 357 53.5
Trade Defici 141 T2T 5.2 -H33 141 1725
Exp./dmp. (%) 52.1 778 0.6
Trade Bal /GNP (94 7.8 -4 {) $.4

Suveyee: Stete msitiinde of Statistics

Foreign Trade
fitlion USD
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Trade deficn

Meunwhile, there has been an increase of 13.6% in the average price of exports in

1995 agninst 17.2% rise in impornts, reducing the competitive edge of Turkish ex-
purts, whereas the average price of exports dropped 3.7% while the average price
ol impors rose 0.9% in 1994,
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Trade deficit sharply
widened to § 14.1 bn
in 1995

Export/import
coverage ratio down to
1% from 78% in 1994



Monthly Export/Tmport Coverage Ratio
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Raw materials and investment goods continued 1o represent the largest share in w-
ral imports with 58.3% and 29.4%, respectively. Raw material imports increased by
530 in 1995, reflecting the considerable ourput growth in the manufaciuring sec-
wr, the rige in international commodity prices, wxd the fall in the parity of USD
against major currencies. Similarly, investment goods imports rose 52.1% in the sa-
me period, due to growing investment expenditure of the Turkish private sector,
as well as the rise in foreign direct investment ahead of customs union with EUL
The increase in consumer goods imports was the highest with S8.8%, increasing
their share in total to 12.4 % from 11.9% in 1994,

Imports by Main Commodity Groups

1994 1995 Change

M. USD Shr (0 M. USD Shr (%) (%)

Investment Goods 6,894 206 10488 29.4 521
Construction 745 3.2 246 28 2649
Machinery 6,129 206.5 259 50.8
Consumer Goods 2.750 119 124 58.8
Kawy materials 13,500 584 583 330
Total 23,270 1040 L0 53.5

Sorerve: State Institite of Statistics

Consumer goods exports, representing 58.1% of total exports, experienced the hig-
hest growth performance in 1995 with 28.9%, while investment goods expors

grew 120 and shared 16.3% of the ol The share of raw materials repres e

25.6%, but growth was modest at 6.4%.

4

Raw material and
investment goods
imports increased 53%
and 32%, respectively

Consumer goods
exports increased
28.9%



Exports by Main Commodity Groups

1994 1995 Change

M. USD  Shr(o%) M, USD Shr (%) %)

Investment Goods 4141 17.3 3518 16.3 12.0
Construction 1,739 G 1 1LO1K 8.9 10.3
Machinery 1,203 70 1,520 7.0 4
Consumer Goods 8,730 B39 12,574 381 285
Ry material 5,208 288 5,543 25.0 6.4
Tl 18,106 jO0.0 21.6%0 1060.0 ivs

Stwerce: Skate Institute of Statistics

In terms of sectoral breakdown, the compositon of exports slightly changed in
1995 as the share of agricoliure declined 1o 11% from 14% in 1994, and indu 1Sy
rose 1o 87% from 8504, The rise in industrial exports amounted 10 23 1%, the hig-
hest increase being recorded in pro

ssed agriculural products with 26.39%, repre-
senting 1% of towl induswial expons. This was followed by 22.9% rise in manu-
facturing, representing 87% of ol industrial ex exports, where textiles and ron &
steel ovcupied the highest shares, Agriculiural product exporis, on the other hand,
experienced 6.3% contraction due 1o lower than expected harvest i 1995, while
miNing exXports rose 49% 1o $405m from $272m the vear before.

Exports by Sectors in 1995
(% of Total
Texties
389%

Iron& Sicel
19%

Food Industry - Gther !.fi.dusm;
9% Mining Agriculture 30%
2% 119

Interms of major destinations of foreign trade, OECD Member Countries contin-
wed 10 be the major vading partners representing 61.1% of ol ex xports and 66.1%
of wotal imports, Within the QECD group, BU counries took the highest share with
51.2% of exports and 47.2% of imports. In L9905, exports 1o EU countries grew
28.3%, against import growth of 34,5%. Meanwhile, mnports from non-OECD
European countries and Asian countries experienced the strongest increases with
759% and 97.4%, respectively, atigining respective shares of 12.8% and 7.1% in
ol imports.

Uipward trend in
indusirial expors
continued

OBECD Member
Countries remained
Turkeyis major trading
partners



Forejgn Trade by Destination (Million LISD)

Ewports frmaports
1994 19935 Chg. (%) Aﬁ)‘)@ 1995  Chg(%)
OFCD Countries 10,758 13,22 LR 534 43,593 53.9
: 8435 11, 283 16,860 54.5
S i 6.1 892 58.4
Onher OFCD 1,846 1,851 (14 5,843 51.5
Moy O, 7348 2,41 4.5 12414 52.0
243 3, 46,4 35 730
Aid-Fas 2,050 2, 0.0 ;Li;&«%ﬁ% .3
{Other 28061 2, 2% 4,571 729
Tosal 18,1060 214 1935 35 70 535

Sopirves State Dastitnte of Statisiics

Highest trade volume

Germany has been once again the largest rrade pariner of Turkey with 2559
again with Germany

(21.7% in 1994) and 15.5% {15.7% in 1994) rm;m_mm share in expors and im-
ports, followed by USA with 7.0% and 10, 4%, Traly ranked third with 0.7% share in
exports arl 8.9% in imports. In tenns of countries” share in Turkeyis rrade deficit
1SA ranked first with $2.2bn followed by fraly and Japan with 3 1. 7hn and $1.2bn

respectively.

Foreign Trade by Individual Countries’ (Million USD)

Exports Imports
1994 1995 Che %) ’99’@ 1995 Ched%)
Germany 3,934 3036 280 3.0 ' 321
Usa 1,520 1,513 {35 24 533
ialy EIRERT 1,4%7 TR Eat 589
UK 1,136 # 1,1 364
France 1033 i 1,455 1,996 350
Russian Fed, 1,238 0 1,045 2082 90,2
The Netherlands TAT 3.7 7al 84 40,5
Saudi Arabia 70 228 1,229 1.384 12.65

Japan 186 180 3.2 967 1,400 448

711 Ranked aeeording to 1995 exporty, Source: Slale lnstiiae af Starisics

Foreign trade figures have finally been released by SIS in July 1096 yer solely on Foreign trade deficit
the first month of 1996, As expected, dismanted made bharriers with the Buropaan significantly widened
Unity ook s toll on the foreign wade in January | 1996 s imports upsurged 44%  in Janvary 1996

as exports rose only 12%, reaching

from the same month in 1993 o $3bn where
$1.7bn and resulting in a major drop o Cxpor-ImporT Coverage ratio 1 57% from
74% in January 1995, Accordingly, toreign rrade deficit rose 136% in the same perl-

oo $1.3bn.

The highest export growth recorded in mining sector writh 330, while imports of
agriculiure ranked first in import growih due o lower than expected harvest in
1005, Shares of sectors remained unchanged both i exports and imports with in-

dustry sector residing 3% of exporns and B3% of imports,
i




Foreign Trade by Sectors (Million USD):

Haporis Imports
Tan-9% Tan-96 Che (%) Tan-96
Tostal 1,550 ‘ (R R 3,023
Agriculiure 1% 240 230
Mining 21 330 281
Industry 1,338 0.7 2,506

Sorerce: Sterte FasHbute of Shatiseics

Raw materials and investment goods secured, once again, the targest share in wial
imports with 58% and 309, respectively. Imports of invesiment goods rose U4%
whereas the rise in raw material imports stood ar 29%. The increase in consumer
goods imports reached 39%, while its share in total remained unchanged ar 139%,

Foreign Trade by Commodity Groups (Million USD):
Exports Imports
Jan-95  Jan-96 Chg.(%) Jan-95  Jan-96 Chg(%:)

Tonal 1,950 1,733 118 2097 30324 4472
Investment Goods 248 retes 161 461 504 Q37
Consumer Goods 8643 G4 5.0 A585 A2

Raw Materials 408 4RO 17.6 1,458 1,743 8.4
Svwrcer Stase Institne of Statistics

In the absence of official trade figures so far for 1996 except for the frg momth, Trade deficit is
unofficial estimates suggest that wade deficit widened sharply as 1 result of the  expected to widen
continalng economic activity, and the real appreciation of TL. The dismaniding of  sharply in 1996
reade barriers with EU Countries is likely w add 1o the deficit, as demand for in-

vestment goods imports by Turkish private sector in order 1o strengthen its com-

petitive position will be on the rise. Moreover, the slow down in some En TOpEan

cconomies and the real appreciation of TL will be encouraging European produ-

vers o raise their market share in Turkey.

Indeed, unofficial data for the first quarter of 1996 supports this argunent. Imports Unefficind resulis
rose 37.7% while expons grew by only 159%, widening the trade delicit by 86%  indicate deficit at

from $2.2bn w $4.1bn. The trade deficit for the entire year is thus expected] 1o re- $4.1bn while estimate

ach $19bn, considerably exceeding the government estimate of $15.1bn unless 1 for the year stands at
: y , L. . . o e L4

mwjor slow down in economic activity occurs in the remaining part of 1996 $19bn

Current Account
The current account balance was once more in the red territory in 1995 with 2 $2.3bn current account

modest 32.3bn deficii (1.4% of GNP) after recording 52 .6bn of surplus {296 of  deficit in 1993
GNP) in 1994, due 1o the substantia] contraction in domestic demand thar year,

a7



The record high current account ¢ loficit of § A.dbn was registered in 1993 {4 504 of
(aNP).

The Current Aceousnt Balance
ST Bifion {12-Menth Cumulative}
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The expansion in the current account deficit in 1995 originated maindy from the
deteriomton in the rade balance, while the decling In interest payments and the
hefty rise in tourism reverme and workers’ zmmimnu s partially offset the soaring
deficit. Net interest payments declined 5218m, or 7.2%, w £2 8, while net 1w
urism revenue increased $391m, or 17%, 10 $4bn in line with the increase in the
number of tourist arrivals. Furthermore, workersi remittances, which constitute an
important source of invisibles income, increased $701Tm, or 26.3%, w S3.4bn, Me-
anwhile, other invisibles revenue experienced the highest contribution and rose
vn, or 67%, to $6 3bn, the size of which, combined w ith net errors and omissi-
ons item, amounting to $2.3bn, implies the substantial foreign currency inflow ge-

nerated by Turkeyis huge anregistered ceonomy. 81 1bn-aid from an internatonal
fund formed alter the Gull War to cover losses due 10 UN sunctions 10 lrag also
contributed posirively to the current account balance.

According to January 1996 data, although negative effects of searing foreign trade
deficit on the current account balance was more than compensated by the surp s
in invisibles balance, current account surpius declined 34% w $277m in January
1996 from $608m in the same month in 1995

Current account deficit is rargeted o reach $3.8bn in the governmment programme.
However, it is widely accepted that the deli
growing trade deficit.

ielr will exceed $5%-Gbn in line with the

$2.8bn net interest
payments in 1994

Other invisibles at
%6,3bn the largest
contributer

Current account deficit
likely to exceed $35bn
in 1996



Mumber of Tourists and Tourism Revenue
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Capital Account

Capital inflow expanded rapidly in 1995 in line with the improvements in foreign $4.7bn capital inflow
investor confidence ro the Turkish economy. Total capital inflow amounted 1o in 1995
»4.7bn in 1995, contrary 1© the drastic outflow of $4.2bn the vear before, and has

been the main source of the economic growth in 1995,

The Capital Account Balance

LIS Billies {1Z2-Month Cumulative)
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ortfelio nvestment 7770 Short-Term Capital Flow  ——— Capital Accoun Balance

Short-term capital inflow and portfolio investments constitured $2.3ba and $1.7bn. Most of the capital
respectively. Besides the expansion in cconomic sotivity, real appreciation of do- inflow was short-term
miestic curreney and hefty retumns on government securities also contributed 1o the

rise in the short term capital inflow. Foreign direct investment permirs rotalled

{55



$2.0bn, substantially higher than $1.5bn in 1994, while the rise in getual invest-
ment was rather moderate, up $298m 1o $935m. Meanwhile, net errors and omis-
sion for 1993 increased 1o $2.3bn, up from $1.8bn, indicating the substantial coni-
ribution of unrecorded foreign exchange inflow,

In the first month of 1995, on the other hand, portfolio investments rose at record-

braking pace and was up from 323m in January 1995 o $925m in january 1 996, of

which $93m was raised through Treusury's euroven issue. Short-term capital inf-
I, on the other hand, rose 11% in the same period.

Despite current estimates on widening current account defich, Ix markers have
shown no sign of tightness so far in 1990, suggesting that capital supply remained
adequate, while Ceniral Bank continued w build foreign currency reserves, Ye its
short term nature and high volatility increases the possibility of substantial capiral
flight in case of adverse developments in politics or in the cconomy, which, in
rurn, would further deteriorate the delicate macroeconomic balances.

Balance of Pavments (Million USD)

1904 1998 Jan-9%  Jan-96 1996-Prog.

Current Account Balance 2031 &8 -3 800
Foreign Trade Balance 4,216 ~A40 15,100
Exports (FOB) 18,390 1,369 25,400
Less mposts (FOB) 2,009 40,500
Invisibles Balance {(Net} 1,048
Tourism 112
Workers' Remittance 229 427
Interest <104 -50
Other 511 Qo7
Capital Account Balance (Nen) -4, 104 s03 1,735 £.300
Drirect Investment 55y ik H 1200
Pordolio Tnvestment 1,158 1729 25 BI5 A 180
Long-Term Capital 34 7Y -72 =123 300
Short-Term Capital -5,127 2305 B30 925 1,620
Net Brror & Omissions 1,769 2,275 652 ~403%
General Balance 206 4558 AL 1608

Sonrpce Central Bawk

External Debt

‘There has been a 12% increase in the outstanding foreign debt in 1995, reaching
$73.278m from $65,601m in 1994, vet the ratio of external debt o GNP dedlined
y of the $7.677m. increase in external

43.5% from 49.9% in the same period. 5
debt, $4.4bn. was in the form of short-term credits, mostly by private sector, who-
se share in the ol rose 1o 21%. Borrowing by the private sector was the main so-

s,

£925m foreign
portfolio tmvestment
in January 1996

573.3bn outstanding
foreign debt



urce of the increase. Public sector foreign debr (excluding state owned buanks) ine-

reased slightly 10 $50bn in 1995 from $48.1bn In 1994 whereas private sector (inc-

luding state ownedd banks) foreign debt rose $3.8bn wo 823.3bn. However, $1,970m

r':s'i‘ the increase in ot outstanding foreign debt resubed from the depreciation of
LSEY against the DM and the Tapanese Yen.

The currency composition of the oustanding foreign debt, as of year-end 1995
approximately 359 in USD 35% in DM, 19% in Japanese Yen, amd 12% in <,sa:%1z:*f
currencies. Parity changes have, indeed, a significant bearing on the volume of fo-
reign dely as it s denominated in USD, Similarly, the appreciation of USD against
D since the beginning of this vear is likely o have a reverse effect, and reduce
she outstanding wnl in USD rerms,

Outstandine Foreien Debi

1994 1995
USD Million Share(%)  USD Million Share(%)

Tral 55,001 10 7A2TH 100
Moedivm and Long Term 54,291 [ V7L 57T 79
Pulslic Secror 48,147 T a4 058 58
Privale Sector 0,144 9 619 10
Short-Term FLAT0 17 15,701 21
Puarity Eifec 4,501 7 POT0 3

Sosrce Certbral Boand

Poreign debt servicing, on the other hand, rose 19.1% in 1993 and reached
PO 07.1% of GNEY from S10bn (7.0% of GNP)Y in 1994, 67
vicing, S

y of the il see-
7.6hn, was principal pavments and the remaining 36.2%, $4.3bn, was inge-
TESD PUYIMens.

Changes in Foreion Debt Servicine (9)
2 g 2

1992 1993 1994 1935
Che,  Shr, Chy Shr, Chg,  Shr. Che, Shr,
Total Y27 RGO LA 1000 215 100 1491 1600
Principal 285 022 -12.3 S6.60 308 60T 23 63.5
Interest 5.2 A7H 11t A4 05 393 Q7 267
Seerreer Vivasury
According to Central Bank figures, towl debt servicing amounted 1o $4bn in the Foreign debt servicing

fiest baldl of 1996, while the ol for the entire venr stands at $10.9bn, No difficulyy for 19906 totals $10.9bn
is nu.:\pa...u{:d i this respect, given the foreign exchange reserves of the Central
Bank currently equal w $16bn



interniational RBesesves

International reserves composed of gold, and foreign exchange reserves of Ceniral
Bank and commercial banks increased substantially during 1995 amounting w0
s26bn in October against $16.5bn at the end of 1993, as a result of capial inflow
and the return of foreign exchange hoarded back to fnuncial svstem. Although
Central Bank reserves declined sharply when banks, wishing w close their short

positions ahead of the December 24 carly elections, fuelled fx demand, the reser-
ve position at the end of the year stood ar $24bn, up $7.4bn from 1994 vear-end.

International Beserves

HBitlion USD
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—— Central Bank Commercinl Danks

Starting in early 1996 Ceniral Bank recovered much of the [x reserve losses when
Treasury raised T-bill rates in line with market expecrations, which were notably
fhigh amid the potlitical uncerintes prevailed afier the general elections. Thus, in-
vestor preference shifted once again wwards TL denominated ussets, und inter-
national reserves reached @ record high of $26.7bn in June, up 32.7bn from 1995

vear-end. Improvement in foreign reserves ai a time when the trade deficit is an-
ricipated to exceed the 1993 level has been essentally the result of significant size
of unregistered exports and presumably continuing capital inflow. Central Banlds
suceessful control over money markets in co-ordination with Treasury has also
helped boilding up fx reserves.

Foreign Exchange Rates

The change in the value of the fx basker {consisting of $1 and DMI1.3) remained
below the change in the wholesale price index in 1995 when respective increases
amounted to 61% and 66%. In 1995, in every month until July, appreciation in the
value of the fx basker remained much betow the change in wholesale price index.
1ses i the value of fx basker and WP amounted o 240 and 38%

Respective iner

International reserves
rose sharply in 1995

International reserves
at all-tire high of
§27bn in June 1996

TL appreciated in real
terms against x basket
in 19935



in this period. In the remaining months, however, this trend reversed and the

value

in the

of the fx basket rose 309 against 20% increase in WPL
first half of 1990, parallel w Treasury's stepping up interest rates to the level

requested by markets, demand for fx has been weak. Accordingly, TL appreciated
against the fx basket in this period, albeit in o lesser degree, as respective inc-

fEARES

b

iy WP and the basker amounted o 449 and 329,

o M onthly Ave. Change in FX Basket vs. WPI
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MIFX Basket

An overall analysis of the January 1995-June 1996 period reveals that TL became
significantly overvalued against fx basket. In this period, WPI rose 138% whereas

the value of the fx busker was up 114%, resulting in 10% overvaluation in T1

g

340

FX Basket/WPI*
{Dacember 1994=100)

De

v $4 Fab 5% Apr 9% Jun 3 Sop 93 e 85 ew &3 Fab 90 Apr B8 Iy B4
* Downside movements indicate apprecistion in T against fx basket and vice versa

.

Real TL appreciation
continued in 1996












esults of a
Members’ Future Expectations,

Since 1985, TUSIAD has been preparing and distributing to all its members a ques-
tionnaire whiclh is aimed at providing 2 survey of TUSIAD members’ opinions on
cconomic developments in Turkey. The number of respondents increases vear by
vear. 104 members answered the last questionnaire,

TUSIAD members are optimistic about the future. In all, 70.4 per cent of the
respondents expect that 1997-2001 period will be more successful than the previe
ous half decade.

Expectations as Regards the Period 1997-2001 in Comparison with
1992-1996
{Per cent of respondents)

1997-2001 period will he more successiul 704

1992-1996 period was more successful - 206

According © 33.0 per cent of TUSIAD members, inflation is regarded as the fead-
ing problem of the Turkish economy in 1996, whereas 16.0 per cent point out
public expenditures as the most important problem. 13.8 per cent of members
ranked political instability as the most imporant problem. Outstanding domestic
debt ds ranked first us the major problem by 12.8 per cent of the members.
Another 7.4 per cent ranked terrorism as the major problem. Education-health and
income inequality are equully ranked by 4.3 per cent of respondents as the most
imporiant probiem.

When asked which are the most important three problems of the Turkish econo-
my, 65.8 per cent of respondents mnked inflation among the three major prob-
tems, Terrorism is ranked second with 40.2 per cent and domestic debt as third
with 39.2 per cent.

TUSIAD members foresee that social problems will gain importance in the year
2001 Income inequality is ranked first among the anticipated major problems of the
Turkish economy in 2001 by 262 per cent. Another 21.4 per cent cite education-
health as the major problem, whereas 13.6 per cent perceive inflation as the most
important problem. Unemployment is perceived as the most important problem by
the year 2001 by 11.7 per cent, while 7.8 per cent believe the most impoiant prob-
lem will be domestic del,



THE MOST IMPORTANT PROBLEMS

1996 2001
Inflation 33.0 13.6
Public expenditures 16.0 1.9
Political instability 138 1.9
Domestic debts 128 75
Terror 74 1.4
Income distribution 1.3 26.2
Bducation and health 4.3 21.4
Unemployment 3.2 1.7
High interest rates 5.2 4.0
Lack of technology 0.0 4%
Crowth rate 0.0 3.9
Foreign ade deficl 0.0 1.9
Bureaucracy 0.0 1.0

Questionnaire resulis indicate that economic performance in 1995 immediately
started picking up after the crisis year of 1994, Production levels increased in 72.9
per cent of respondents, while capacity utilisation, fixed capitad Investment and
domestic sales all increased in over 60 per cent of the respondents.

Bvaluation of Economic Performance in 1995 compared to 1994
{Per cent of Respondents)

Increase Mo change Degrease No answer

Production 72 125 10.4 4.2
Capacity utilisation 63.8 21.3 10.6 4.3
Fixed capital investments 603 14.7 12.6 0.3
Average stocks 24.4 A8.9 289 7.8
Domestic sales ' 13.2 13.0 5.4
Exports 316 2.0 14.3 12.1

The questionnaire results of last vear show that TUSIAD members had expected
1996 to be a yvear where economic recovery would continue with increases in pro-
duction, capacity utilisarion and sales. A comparison of respondents’ expectations
in 1995 and evaluation of their stance in 1996 shows that respondents’ expecta-
tions regarding capacity utilisation and fixed capiial investments have been mainly
fulfilled. On the other hand respondents’ expectations of their production and
sales performance were optimistic as realisation estimates for 19906 fall slighty
short relative 1o their expectations.



Questionnaire results suggest that TUSIAD members predicr 1996 10 be o success-
ful year with respect 1o the productivity and sales performance of thelr firms. 06
per cent of the respondents anticipate an increase in their production in 1996 as
compared o 1995, A full in production levels is only predicted by 7.0 per cont of
respondents. Furthermore 60.2 fer cent of the members anticipate an increase in
their capacity atilization, According to 541 per cent of the respondent firms fixed
capital investments will increase. Both domestic sales and exports are estimated
inurease 10 87.3 per cent andd 413 per cent of the members respectively. Together
with the revival of the domestic cconomy, only 207 per cent predict an increase
in siocks while 26,1 per cent expected u decrease.

Evaluation of Anticipated Economic Performance in 1996 Compared to
1995

(Per cent of respondents)

Increase Ne chanve Decrease  No answer

Produciion 6.0 230 T 4.0
Capacity urilisation G602 29.6 6.1 4.1
Fixed capital investments 54,1 255 14.3 6.1
Average stocks 20.7 w410 2061 87
Domestio sales 57.3 281 9.4 5.2
Exports 41.3 A4 R 130 10,9

TUSIAD members expect that their economic performance in 1997 will be similar
w that of 1996, 611 per cent of the respondents expect an increase in production
with respect 1o the previous vear while only 2.2 per cent foresee 2 decline.
Moreover 50.0 per cent forecast increases m exporis, whereas merely 7.3 per cent
predict a decrease. Domaestic sales volume is expected 10 increase by 32.4 per cent
of the respondents. Increase in fixed capital investments are planned by 42.7 per
cent of respondents while 549 per cent expect no change in their average stock
level,

Expectations of Economic Performance in 1997 as Compared to 1996
{Per cent of respondents)

Increase No change Decrease No answer

Production 611 30.0 2.2 6.7
Capacity utilisation 33.4 36.4 23 5.0
Fixed capital invesimen:s 427 8.1 191 0.1
Average stocks 13.4 349 17.1 14.6
Domestic sales 524 AL 6.0 107
Expors 50.0 24.4 7.3 18.3

As o the price adjustment behaviour of TUSIAD members, only 10.9 per coemt
increased their prices relative o inflation rate, whereus, increase in prices
remained below the rate of inflation in 33.3 per cent of the firms in 1995, In 1996,
only 5.3 per cont of the firms estimate w compensate for the deterioration in their
relative prices, while 40.0 per cent consider adjusting prices in relation 1o inflation



rate and 48.4 per cent consider that the price increase in thelr products will remain
melow the general price level increase. For 1997, 47.0 per cent expect ko adjust
prices in relation to inflation rate, but 7.2 per cent plan an increase above the rate

of inflation.

PRICE ADYUSTMENT
{Per cent of respondents)

1995 1996 1997

-y -

Higher in relation to rate of inflation 109 5.3 7.2
Same as the rate of inflation 204 400 4740
Lower than the rawe of inflation 533 484 389

5.4 6.3 16.9

No answer

S
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Macrocconomic Balance (T billion, at current prices)

1993

I‘}‘}{fz
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Y Bhre

1994

1995

1{}9{.?@

1. GNP
2. Toreign Defich
3. Total Resources
4. Total Investment
Fived Capital Ivestment
3.1 Public
5.2 Privaie
5. Change In Stock
5.1 Public
6.7 Privare
7. Total Consumption
5, Public Disposable Tncome
9. Public Consumplion
10.Public Savings
1. Public Investments
12 Public (Saving-Invesuneny)

i

115 Privite Disposable Income

14 Private Consumption

15 Private Savings

6. Private Investment
17.Private (Saving-Invesunent)
18 Private Savings Raiin

19 Tomd Domestic Savings
20.F. Capital Invest.” GNP

21 Domestic Saving £ GNP
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Macroeconomic Balance (11 billion, at 1994 prices)

1993

1995"

1996+

e Chiange

1995~

1{}96»;«

LGNy 4,139 508 4,202,272 4391374 2.1 4.5
2. Foreign Defici 240,663 89,603 ‘ A8 1
3. Total Resources 4 380,473 4,291 574 4,528.422 12.0 5.5
4. Towl Investment 1,195,947 1,077 000 1,150,295 EC 6.8
5. Fixed Capitad Investment 1159381 1,024 685 1,120,589 8.5 9.4
5.1 Pubidic BE9, 208 187914 220 400 23 221
5.2 Private BO0,083 53,944 836,771 /G110 11.0 0.5
. Change '§zz Stock 3&}3{*;(3 <117%,9057 R2,.322 20 700 P2 3.5
6.1 Pub 3445 -5{1,032 ~18.657 21 3.5 (.4
6.2 Pm-ﬁ.w 33,121 31,270 70,955 3.4 -1.0
7. Towd Consumption 3184524 906,290 3,214 808 7 51
i 8. Public DHsposable Income A0 062 . : 350,044 2.5 -4 3
9. Public Consmmption 4473 318 438,271 i3 0.5
0. Pubdic Savings 124,457 ~58,227 03, i{n
T Public Investments 342742 169,276 2295@03 s 357
12.Public (Saving-Investment) 407,199 -
I 13 Private Disposable Income 3820747 BA2 87 5.4
B Private Consumption 2741.006 2 ‘} 10 *r} 77 4.9
15 Private Savings 1,079,741 1,116,312 11.3 LERS
16.Privare Investment 853,205 2006533 31.0 t4
17 Private {Saving-Investiwent) 236,330 -_-if).,f*ﬁi} 195,579
18 Private Suvings Ratin 8.3 207 37«} 77
19.Total Domestic Savings §33,284 £91.606 4 1013047 10.7 25
20F. Capial Tnvest/ GNP 27.5 24.3 249 255
21 Domestic Saving / GNP 23,3 239 235 234

*SP0 forecast
“elvrrieoed Progrosane
Sorere: SPO
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Gross Fixed Investment by Sectors (%)

Total Investment

Sectors 1990 1991 1992 1993 1995 1996

o,
S
]
i

Agriculture 6.5 7.5 6.2 5.2 4.2 3.4 5.4
Mining 28 23 23 1.4 1.5 1.3 1.3
Manufacturing 18.9 17.3 16.9 17.8 209 23.4 225
Energy 0.0 8.6 7.3 3.9 2.8 29 4.5
Transportation & Communication  22.3 24.1 26.0 245 18.3 18.4 18.2
Tourism 38 4.0 3.4 22 23 2.5 2.5
Housing 230 230 237 328 A0 .0 3h.1 4.4
Education 3.3 3.4 3.8 3.3 2.2 2.1 2.6
Heulth 1.7 .9 2.2 2.1 2.1 1.6 1.7
Onher Services 7.1 8.0 8.6 0.8 6.7 .4 7.0

Total 10040 1000 1000 004 1000 100.0 HUE

e,

3

Public Sector

Sectors 1990 1991 1992 1993 1994 1995  1996*

Agriculiure 5.1 113 9.1 100 99 117 11.3
Mining 33 25 33 2.6 2.4 2.0 1.8
Manufacturing 4.5 5.1 5.5 3.3 3.0 5.0 3.4
Energy 21.6 17.0 i4.9 12.5 1.5 13.3 17.4
Transportation & Communication 34 .4 370 A7 200 41 .4 35.1 A8
Tourism 1.3 15 13 1.9 2.1 2.4 20
Housing 3.8 2.1 25 2.4 17 1.5 0.9
Eolucation 4.0 4.5 7.6 GA T4 54 12
Health 2.8 25 2.2 4.0 4.0 26 4.0
Other Services 123 13.4 15.1 14.6 16.6 6.5 183

Total a0 1000 [IEERY 100.0 106.0 100.0 100.0

Private Sector

Sectors 1990 1991 1992 1993 1994 1995 1996*

Agriculture 4.7 4.3 %8 A2 2.7 4.0 3.0
Mining 1.2 1.3 1.2 0.9 1.2 11 1.
Manufacturing 29.9 27.7 265 236 255 27.3 27.3
Energy 1.6 13 1.0 0.5 0.6 0.7 1.3
Transportztion & Communication 154 13.1 16.7 188 12.4 14.8 15.0
Tourism 59 6.1 5.0 2.4 2.4 2.5 2.7
Housing 38 4 407 40 65 A4 G 485 436 42 58
Education 0.5 07 0.7 0.8 08 G6.7 0.7
Health (.9 1.3 1.4 1.3 1.6 1.1 i
Other Services 3.4 3.4 31 37 4.2 4.2 4.2

1000 1000

1000 100.0 100.0

..
o
b

Total 1000

el
ot

" SP0 estimate
NP0 progeanng
Sureree: 5P
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Sectoral Breakdown of Investment Incentive Certificates (%)

Sectors 1590 1991 1992 1993 1994 1995 1996

Agricalture 10.6 1.7 1.3 1.1 11 0.4 205
Mining 2.7 4.0 2.9 29 21 0.6 1.2
Manufaciuring 68.8 62.0 60.5 695 598 87.6 0%.5
Food, Bevernge and Tobacoo 7.7 7.1 9.8 5.6 4.1 2.9 9.2
Textiles 38 201 251 28.1 238 719 27.9
Forestry Products 1.6 1.0 1.0 24 24 0.3 1.4
Paper 0.9 0.4 0.2 0.4 i 1.0 1.6
Leather & Leather Products 0.9 0.5 0.6 1.1 0.7 0.6 0.5
Rubber 1.4 1.0 1.3 0.6 0.5 0.0 1.9
Chemicals 3% 101 5.2 3.1 7.5 2.4 1.8
Glass 0.4 0.6 0.8 0.0 0.5 0.4 1.3
Iron & Steal 38 1.0 1.4 0.7 1.1 0.8 1.6
Non-Ferrous Metals (.2 i3 1.5 (.4 0.2 0.4 0.7
Transport Yehicles 4.6 4.7 4.3 3.9 5.4 1.5 SH
Metal Goods 27 2.8 4.2 5.8 2.3 1.0 3.1
Measuring Devices 0.2 0.3 0.2 0.4 .3 0.1 0.1
Machinery 3 0.5 4.7 6.7 (.3 3.2 2.1
Blectrical Machinery 1.4 1 1.7 346 0.2 0.5 1.1
Electroni 2.2 0.8 ] 0.8 0.1 R 0.7
Cement 2.2 4.4 4.2 5.7 6.6 0.6 4.1
Clay and Cement Products 1.2 0.9 0.6 0.6 0.2 (.4 0.5
Ceramics 1.5 1.6 1.5 2.0 1.5 1.3 0.6
Others 1.5 14 1.4 (.8 11 1.2 3.7
Energy 2.0 4.3 2.2 5.6 5.0 2.4 3.6
Services 159 28.0 270 2.9 %20 8.0 213
Transportation 27 G40 1.2 11.0 14.3 0.2 125
Tourism 7.4 1.0 %4 25 3.2 0.9 1.4
Orther Services 5.7 15.0 i34 6.4 14.5 1.9 6.2
Total 0.0 190.0 HIEIRE 100.0 00,0 10001 100.0
Amount of Investment {Billion TLY 22,883 38,175 ST,39% 220248 214,032 2,187,011 1035403
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Production of Major Indusirial Commodities
fanuary - june

Lt 1990 1991 1992 1993 1994 1995 1995 1996
Mining
Fiard coad {3000 wons) Rt 2859
Lignite 000 tons) 45957 45838
Orudle o {1000 1ons) 3502 3 ARG
Marsdaciurning
Cotton yarmn {Tons} 44,858 43,744 33 0060 12519
Wool yam {Tomns) 4 378 : 5,425 4,784 bR
Filtered ciparetie {Fons) 50,480 47,740 69,805 77554 34,587
Rak, & Beer HESTHEE R 432 48 @20 &ib 4 312
Mewspring {1000 1ons) 160 a6 94 110 39 42
Craft paper {1000 tons) 103 a8 72 74
Sulfuric seid {1000 1008} 716 532 542 V57 630 ¢
Polyethylene {Tons) 235,500 236001 2003571 FFQITZ 22 Gh4 A EREL Y 147,538
PV {Tons) 136,655 131,688 130453 159,204 150,542 181,030 G8,GAG
LPG {1000 tons) {2 e BES 792 415
dMaphta (1O fons) 1,323 1,140 1042 892
Casoline {1000 wons) 2855 2FFR 2.940
Gas ol (3000 wons) 0,548 {7,3 32
Fuel-Od {5,6) (3000 1ons) 8,243 44
Bottles & Glass artic {3000 1ons) 377
Crcle iron CEOO0 tons) 4827 :
Stee! ingo {1000 1ons) 415 0,398
Blistered copper {Tons) 18,840 ”(a f“ﬁ)?" 24, “1{7
Aluming {Tons) 177.91% 156,474 171,978 G5 005
Cement 1000 wnsy 24,416 33,153 14 550
Tractor £No3 ; ?1 o654 ; 14,050
Anttomnbile (Mo DS ABG 265,000 TG, 251
Truck {No) 1%’} &7 ‘) 1500 20,743 741
Bus nnd Minibus (N} 14,351 15,584 19 302 G852
Production of Major Durable Consumer Goods
Refrigerator (Do 9% %“"i 1019627 1093773 3835 817,789
Washing muchine (N 836,086 870800 7
Cooker (LPG) (™o W THI, 20
Vaouum cleaner, eleciric (No)
Sewing machine ING.) 139,145
Television set (oolor? NG, 1.5994,621 1,528,255 105, “a{s%
Vidleo (M3 133,857 5,148 1568 SO0
Hi-F1 Music sysiem (Mo 143 980 G} 450 05 ﬂ@ﬁ 56067 A0L465
Energy
Elecuic prower (AL Kl G3,220 66,983 73,754 TR0 55985 40,953 45,332
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Blectricity Production and Consumption

Uit 1990 1991

1992

1993

1994

1298

19947

Primary Hnergy
Production WIEp 28820 28,629
Consumption BYEP 35757 SENTZ
Per Capiia KEP 992 D97
Plectric Power
Inssalled Capacity AW 16,315 17200
Thermal MW 9531 13,093
Hydraulic KW ) 7,113
Production GWH 63,246
Thermal GWH 37.563%
Hydraulic W 220683
Imipott {Expon} G 253
Conswmption G 60,499
Per Capita KAWH 1.057
T EPO esHnoie
vl Progrdm e

30,372
59,959
1,028

18714
1,335
8,379

40,774
26,568

125
67,217

1,133

31579
64,094
1,089

20,558

)

i 3 b
WD owWh
[ESN SR ]
HIINEN

e
Ean)

20,857
10,993

9,864
TH322

A%.0067
68,410
1110

21,148
11,284
G A4
86,341
0,800
35,541

534
85 545
1.389

3%,201
71,570
1,142

21458
11,538
G920
01,700
S, 2400
35,500
=530
91,200
1,450

Sectoral Breakdown of Eleciricity Consumpiion
{Annual % change)

Sectors 1990

1591

1994

Cement A3
Foenilizer s ]
Aluminum 1.5
Copper and Zine !
Metatluepy 2
fron - Steel 6.2
Paper 9.7
Perro Chernicals -7E
Rubber “19.0
Organized Manufacturing Indusiry 0.2
Glasgs 7.5
Soi .
Fowd - Beverages -1
Machinery 17.4
Coal Mining B8
Medicine & Chemical industry 2.4
Texiile 2.1
Otlwers o8

Total Indusiry 39
Total Urban Areas BY

Total 0.3

1.4
-11.4
5.0
- =
-5.0
3.0
SRS
-30.1
459
=30
A8
3.2
-8
.6
8.8
-8.4
-3
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Wholesale Prices
(%% Change)

bt

Momihly i 14 1A i 1A 15 5 R ERe 3 A

W -y et £ 595 A0S B4 51.8 1901 1A 349 486

1991

Moy ER : 14 4.7 35 38 ot 4.0
Y enr-On- vy A8 8 ST 27 5450 5.3 Sy 551
1992

Sjomhily 111 ; 5 2.3 0.7 AR 1.8 [ 3.0 35 3.0 4.1
Y enp-on-yenr H9.0 0 G006 LR G300 505 7 571 Gixd HERS 027 Gis G201
1993

sonrhly 3.0 ERs 25 4.7 5 4.0 A4 v 400
WO 526 SEA GOS0 G631 5 EBRE 369 G031 B3
1994

Somhily 34 143 % 2] A8 " 19 0y 27 5.4 a5 B

Y Oar-On-yenr L0077 [ T 12%3 0 138 ISV A 1265 1296 1376 149 8

1085

oty 8.4 T G Y 17 24 4.4 L 4.3
Yeapr-n-yeny 15649 14906 144 914 T4 B TE G 0 9.0
1996

Moty B8 8.1 %1 2.5

AT DT 530 heR TRT 6.3

Consumer Prices
% Change)
i H 151 Ity W %y Wi VI X X XE KX Ay,

1990

Memtlily A8 R Al 14 -5 25 87 50 1T 4.0
R ar-UHTERT 5.0 A BIR G4 5 a2 6 543 53K i 4 At A H1.3 O &0 4
1991

Stonthir 5.4 i A A0 13 .0 4y 6.6 5.3 i e
Y Rar-on -y B35 623 H1 G180 GRG FARS: G e Gl B 1.2 G.7
1992

sombily 9.3 50 i LERY 0.5 = FR R 27 i3
Vear-on-vens Tes TTAOTRY O Ty 96 a5 8 69 aBG 688 T
3993

Sonthiy 4.0 48 47 1.5 7 4.0 G4 EXS 4.4
RO S0 382 AR 58303 o5 1 3.2 T3 F1A GTF A T} IDAD
19594

Senthly 40 0.8 LD 3.9 1.7 s T2 i

RO VERRE BET A4 1179 P16 HE IR0 1141 R T
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Total Public Sector Revenue and Expenditure
{¥L billion, at current prices)

1992 1993 1994 19957 1996+
Tunxes 192,008 335,006 728587 1,348,670 407 308
Diirect 80,144 1 20 333,540 507,700 W34 255
Inclirect 11,780 HIB 83 4033 352 826,156 1,557
Taxes on wealth 2,065 3,655 12005 14 811 7
1,553 TG ARG 36,135 95,163 2
Factor Income ~407 G T 74415 171,325
Social Punds -4,913 ~18 040 -48, 02 -110,9595

F 5

Non-Tax Revenoe i

Toral Revenue 202,181 377650 813,525 1,505,203 2757 833

Carrent Expenditure 1335 7A5 245710 418,730 751,195 1,430,328
investmeny 7A417 145 780 141 60OG 285,502 GO2H3
001,351
G2

L5301 538
130 850

Fixed investment 20,009 144,219 192 241

Change in stocks 6,652 1,561 -50,632
Transfers 87,615 199,081 460,450
Stock Bealivion Fund 22,2060 31 848 G027

Toul Expendinre 318975 G418 1,127,776 2.600,160 A 814,908

Borrowing Requiremeny 116,702 244 5T 314,255 494 050 1,017,078

4

319477 861,000
42,955 76,320
37,626 109,154

5,529 32,834
39,120 71,093

Consolidated Budger
SEEs

Non-Financial

:.,)‘s
i P ):}V:
b Wt

A g e
[l

\,:}3 [ S
o R ARV RN
P e RS B

LAY i L

" .= :‘x; L
v i
WAL

Financial

[ el
§
Fo RN 41

o
i
o

Local Administrations

-
3
#

Revolving Funds
Sucind Security Instiutions 2,603 i
EBREy 13,870 16,984
SEEs Under Privatization FLt 1

53,962 S35 5
“12.912 S04

CEPC estimate
“ Asranend prgrnine

Sonrce - SP0



Consolidated Budget
{TL billion)

1990

1591

1992

1994

1995

1996*

Revenue
Tax revenue
Dhirect taxes
Indirect xes
Non-tax revenue
Other revenue
Expenditure
Personne!
Other current
Investment
Inferest payments
Foreign borrowing
Domestic borrowing
Transfers o SEEs
Orther transfers
Budget Balunce
Deferred Pavments
Advance Payments
Cash Balance
Financing
Forelgn Borrowing (net)
Receiprs from loans

68,527
26,405
56,987
13,055
13,960
4,353

0 H1A
1,265
9,769
-11,954
1,161
-1,501
12,7
12,7
41 1,
4.8

L
EEN

=l

)
[ SR S S

Receipts from ondending 99

Payments on loans
Domestic Borrowing (net)
Receipts from loans
Payments on loans

Shori-term Borrowing
Central Bank (nen)
Treasury bills {net)

Receipts
Payments
Other

Other deferred paymenis
-1.133 47

Bank accounts
Errors & Omissions

5,511
2,108

3.542

-501

90,747
TE 43
41,094
37,549
8,723
9,387
130,263
49,291
11,112
17,146
24,073
7 A2
16,041
1239
14,450

516

W R
Ay
4
o

PO

3403
-33 420
35,475
4038
£ 80T
GUE
8,968
2275
11,510
43,231

4,359
51

221,658
04 076
20,143
29,229
40,298

0753
30,54

~50, 439
59,430
21,062
18,835

555

-15,680
15,408
35,657

Z200.249

41,372

-0 400
-169

169,511

H

-1

35,318
33,161
16,470
23952
92,318
25,850
B4,939
33.857
10,905
-3,151

126,103

1

26,103
68,316
45,168

Y72
254078
30,135
04,820

34,085

€
(R R

75,252

+
s
.
Dot
fasst
bt

PO A % Y
‘M = . 5

I

733440
388,097
283,813
304 278

1{1.303
899,375
272872
76,778
208,284
63,117
333167
21,029
156,975
-145,94%
20,002
-19.837
145,680
1435 650
81,238

32,781

8,908
-111,204
70,335
24,856
95,197
290,073

51,857
244,216
624,169

-379.952
11,539
2,892 49
2 AR
271

1,404,071
1083415
441,745
643,670
255365
29291
1,720,047
502,724
142 468
102,354
370,115
100,596
475,519
43,512
351,474
-316,576
52,057
-2 737
“294,256
204,256
~113,300
129,432
ZB314
-238,984
85,657
233 453
-136,794
201,941
04,723
197,218
1,147,241
-950,023
-2,304

I3
T

2,630,000
2,073,000

280,000
297,000
3,511,000
910,013
302,737
238,695
1,205 488

A

SN N i
716,00
-857.000

561,000
$61.000

291,900

405 400
A3,500
704,900
301,400
571,000
179,000
392,000
2,272,000
-1 880,000

T Arised propresine

Sowsrer - Troasery
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Mamrity Composition of Domoestic Borrowing

(1. bijlion}
1989 1990 1991 192 1993 1994 g9t [ O
Marurity
Ty 3,091 B 351 28,688 62 800 P58 195,040 2035333
LSpenrs i 0 0 i i 1083 8]
2eppars 3,083 AL 1,524 W7 O w7 A
1,750 1050 1,167 50 4
205 0 [ B 2
Sy H 37 il o 4
Bublic Offering (Taveun) & 0 Al 57 I 3
Otbser 366 Eik 1617 22
FX Account [N i [ 4]
Boads Total 12458 11,310 4,20 213842 I3.065
T-month
Sanonihis 2843 1700 406,433 15
G-l %183 14 600 54,107 T
ER eI 2310 RN IS0
Specid Type Uhanonths) it 3] 03 &
Speial Fype Gomonths) 8 Y o 0 ¢ 5 ]
Prbdic Offering Geavonths) 0 & 3014 10,377 124007 8377 38,357
Fublic Offering (Gmonts) 3 0 & 477 52508 HEEH 41,011 18,607
Public Otfering (9-monthis) { i & 0 i 254 13 "0
Iregudar Matoriny e & G I 2 AT6 6,550 BR0.040 562413
Comsipnimens & '(} ¥ B & a U
T-Bills Toral 7054 5443 34277 TR0 171,151 47,817 G40, 287
Cash Sales 16,018 30,5903 RGO ERR RS ; :
Non Cash Sales™ BT 3,501 41429 94,062 196,943 B
General Total PR.605 24,202 35 7AT 144 6RO EIERILE BALANG 1.605,504
Maturity Composition of Owstanding Dedx
{Bilion T
1989 1990 1991 vz 1993 1904 1905 199%™
Maturity
Loyeny 3,003 2,801 8,351 3080 G BYO 15,648 5045 192117
b Seyos 3w g 1) B ] 1,083 LU
Zyears 3394 7819 2,118 157 6,375 6,745
Feyeurs 5,084 2,573 1,287 1,476
oy 134 S8 & s 3
Seyumies 1 1,509 5,817 13,075 154 220
Padsdic Offering {1-year) i 0 s 347 0 i
Otleer 513 770 B7ES FA 15,236 15,428
FX Accourg Y a i 1347 5871 &
Lonsigment 0 it { 0 i 4,550 0 0
Bomds Toial 10,863 18,801 24,678 43,402 THHTH 48 565 220,553 23THF
3 Months 421 5,991 864 171518 09 50% 12,046
£ Memths 1,337 7431 34,920 TEOEL byl $2.955
G Months JTRG ; 18,481 G404 ek n 43, TRY
il Type (domorghs) i 24 H] O [§] 4]
ype {G-momths} 0 {4 240 8 0 8 f} j
Public Offering (3montdsd ¢ 0 { : { 35,201 28,604
Public Offering (G-months) 0 0 i 20,224 B8.893 BT
Public Offering (9-months? Y 0 0 [ 233 {
frreguiar Moaguriy {} i O i B6,3% 020203
T-Bifls Total 3,537 15258 (SRR 304,250 51,289 HESR07
Casir Sales 14,4063 §2.950 141,303 332,765 TR32% 1042970
Non Cash Sakes 4.0538 N 115,533 1838519 ADGHME R80T
Ganeral Towal 18,438 27092 514603 128,654 543014 1LB3067 1531837

Propisional

“Sevry-Febraary

= Uihers Bnciude Specied Type Bowds, Extra Budgetary Bowds aud Fvaedraripe Rave Difference or FX Defexerd Bonds
Seiree: Troasury



Monetary Ageregales

{FL billion, end of period}

1990

1991

1902

1993

1994

19551

19850

1993151

19951V

19961

199611

Al
Corrency i circuiation
Sight doposits

52
Tame cleposits

MEY

Foreipn exchunge deposits

27.57a

12,200

15,345

H.50%
18,504
21518
14
70,451
156,548

45,532

GTETT
A1.57%

20,23

{
170 101
111,484
284 850

1Y5 665

116,360
23,033
43,507

368,065

151697

06637

214,193
105418
18,336
G, 130
389,947
1.203.807

ST

341 70%

TERBE

312140
A48T, T4

TITRES

1375006
945,864
45 336
1,710,509

T 435

i 0T
193,452
1715344
1,118,361
55,591
29,070

D709

T, 288

[

196,022
180,166
1,210,381
B4H0,033
2415070

1.198.749

419,518

233,544

009,236
2,857 168

§A38434

3484,100

1,725,142

Fotal TL Deposits (According to type)

{11, billion, end of period)

1980

1991

1992

a3

1994

951

1995

995111

19851V

15961

1996-51

Taral Depuosits
Pruablic
Corpmerciad
Savings
Cerdtionts of deposit

Cabey

58,928

3,397

O,860
4490
10,390

55,121

26,106

BT 546

3,730

43,447

2IBOIT

14,614

43408
119292
3015

48,289

322703

24,208

G449 524
23,501
©iE, 335

411917

34900

112,313

BI04
37 802
130,465

541,855

S3.95%
411,219
140,344

B3G50

1,060,403
40,204
172,403

675,824

444

164,463

174,903
833,660 1

e

5ED, 560
4.71%
TN, 7ES
RECERIE
5,299

236,685

Total T1. Deposits {according to marturind

{11, billion, end of period)

1H90

1991

w9

1993

1994

19951

1995-11

199S-1E

15951V

1946-1

199611

Total Deposis
Thnwe deposits
Sight deposiis

Inher

EEAG

200

G, 3000

155087

HERRE

13,401

2EBLIT

149,168

G40 B2
146,044
507,820

S860

519,045
173640
BABO9E

7314

B,

THIS

1 060,403
836,051
216,90%

7Y

LIRS
LOUT S
203,579

7AES

D7, 204

&, 290

Total Credit Stock

1L bitlion, end of period)

1994

1991

1992

1593

104

19553

1599551

1995-11

19951V

1996-1

19961

Credi Stock
Central Bank credis
Deposit Money Banks oredits

i, % Dev. Banks orecdits

SEEAR
BWTT
43,185

4481

102,633
15,585

A8

145,106

368805
T4 R07

266772

23524

01 481
133,123
4805,602

45,755

829911
154 802
621 506

33,504

017 644
111,559

T45.335

8249556

H2,7A8

1,380,814

1.149, 305

74,272

1,824,471
A ET T
1,489414

55,100

o

317,072

i
Ay
o

]

1,727,531

nd

113500

Soneroe - entral Bk
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Tntorest & Fxehnnge Ras
(%) 1 1 % w kY Vi

Vi Vil = E XX pS4

xS

Doposit Raes

1550

?g-ﬂmn’m;% 460460 A, G13 471 AR w00 4378
| Zorr TS Sy 5. 8 5750 57 L 20 ERE O]
1991

Boppeaind 4492 53,40 Aot prah B i 48,50 i 62 G
§ 2egrtantis s GLAD Gi4h  Gh [FRE Gran LY AR 2278
1492

Bt 49,40 GeAl BEAD goon  GRBE [N
§ panotilis i TG ey AHH wg 3 TAER
1953

oporahs Gaan 060 EERE

y pamonihss ! 450 L ECH

1«){;\;}

gt HrEd we4r 8708 P 1LY IR R &2 ey
jzemnahs a7 GRS phgn 1178 13151 12520 IR YRa7 ga_%@
1955

Fagrprtles arah  TROB YRR R awey OB A A
s pemnils wogs 9357 grog  meTe B0 B.A% 9L
1940

ﬁ-smmlm

1 Z-mnnths

N
-
o

1aresbank (Averagd.

145
14991
152
1%
1594
1995
1505
Government geurities {3}
pot
Romonlis
y2-mnhs

[l
5 oppordiis
13-t

FRRES

3-moaiis R 1y Y FEaat: I3 3

12onths T8 15 715 744 74 THE 71

fitdd

Aot 187 17.4 165 155 16.8 157 [t 163 158 .
y-months 741 apn BB #39 833 859 87 BED 6.7 Wy
1994

T - 245 4B . YR s aaA 223 195 2.7
} 2o s LR ja5n MO yzan ZE2S - - . . P .
1995

SuenOriis 24 - - 153 22 R4 17.3 17.1 - - R
yianomis - - §25.% LRy 13948 - 154 o . - .
1R

Bouanaliis itk -

vzemombis

Exchange Ras {Yeur-on YLy iy chige)

1

EEva-ib 24.5 248 b 5.7 247 2256 258 22
TR 56.0 346 AR 823 it 451 458
191

TLAUSD pLok 383 A2 563 f2d B34 714 122 77 A 78,
TN 453 3y 4.2 202 311 323 323 50.9 £63,9 B,
1992

TAUSH #ibd 4.5 8.7 fix B 3.2 06 b 332 55.1 W6 S
/DM .4 45 EEx THE TR 883 £3.0 oA 827 754 &5
1945

TR RA 8574 5.4 a3 474 8.1 LR b #5.1 [ I3
i1 £z 575 532 535 5l 421 3.7 40.3 ETCE 312 B
1594

TEAUSD 913 woy 1542 2462 BiES wrn 172 g7 05 PER T
/M wih g IR ga5.4  HHE w5 19TE a7 190 ags 8 1
1995

TIASE 135.2 12610 A 6.5 2 4.8 454 45,2 £3.6 EvE-

T eg 1649 1201 335 3 £ 451 S 565 551

194

TEIUSD 543 38,7 4.1 iR 832 BT

LM 36.8 .6 8.5 5.4 D [N

Sogrees : O ppyprat] Heewd, spen, Treasty



-eakdown of EXpOrts (sectoral basis)
50 million}

1992 1993 1994 1995

_WM.MM.M

“oyial 12,959 1% 504 14718 5,345 21,630
agriculture & Hvesiock 2347 2083 2,203 2,365 2,457 2,307
Mining 227 286 264 238 272 400
{ndustrial products 19,285 ) 12,251 12,744 15,376 18,924
— [

Breakdown of Fuports {country groups basis)
USD million}
1990 1991 1992 1993 1994 1995

e

Total 12,959 13,594 14,718 15,345 18,105 21 }{55({!

1 ORCD Couniries £.810 828553 0,345 9,067 10,758 13,223
A BU Countries 6,893 7042 7.601 7,287 8,635 11,078
B. EFTA Counurics 518 =91 632 358 77 294

O, Oher OFECD Couniries 1,%00 1,223 11172 1,221 i.ﬁé(f:e i ﬁﬁi
1. Other Buropean Contries 1,003 1,152 547 1,803 2 437 3,367
111, Other Countrics 3,146 % 580 4,725 4,476 4511 4 846
_ I

preakdown of ymports (type of
(8D million)

goods basis)

1990

Ttk 272 302

Tvesunent goods 5919 6,154 5,860 9.0 ; o
Consumplion poods 2,939 9 H29 2,037 4063 2730 4 335
Raw Materials 13 444 12,064 14,008 15,696 13578 20 03

.W.WMM_W‘W-WWWMMMMMM

) “WW“W;M//—
preakdown of Tmports {country groups basis)
(5D mitlion)

Total 23 A0 21,047 22 870 20 428 25,2 %)

[ OECD Countiies 14,224 14 071 15,429 19,974 15,334 23,595
A EU Countes 9328 o222 10046 12,949 10915 16,861
B, BFTA Countrics LAGT 1,215 141t 1,652 503 892

¢, Other OECD Countries 3729 % 634 3575 5373 3 850 3,843
11, Other Buropean Cournmiries 2,234 2,025 070 % 343 2,590 1,555
{11, Other Countries 5 B4 6,404 6,112 5,340 7,559

Tl
Trerne: S5




Balance of Paymenis
{USD million)

1990

1991

1992 1993

1994

1995"

A Current Account

Merchani se Exports (FOB) 13,006 13,607 14,801 15,611 18,300 21975 25400
Export in trade retiras TEESY 13595 14,715 13,345 18,106 21.6%6 25000
Transii teade 57 74 176 266 284 339 400

Merchandise Import {FOR) S2EART LZ2L00Y -23, 081 -2877 -22.600 SAS IRT O 40,500
Imporns (CIF) S22.300  -F1047 -22 871 -2 428 “23370 SES,70% -41,000
Gold imports 21,532 -1.161 -1,450 ~1.881 -480 ~1,322 -1,500
Transit trade -4 -4 -151 -2 -251 301 -350
Fretght and insurance on imports 1,299 1,265 1,373 1,757 1,395 2,143 2,450

Trade Balunce -3.555 -7.340 -8 180 -34,100 -4,216 -13,212 0 -15,100

Other Goods and Services (oredind 8,033 9,307 3419 11,788 11,691 15,04 18,300
Travel %235 2,654 2,039 R R 4,321 4,957 £, 100
Hiterest D17 B35 1,012 1,1 35 B 1,488 1,500
Uther 4,791 5718 5,768 6,6 5,480 96490 10,5600

Oher Goods and Services {debit) 5,408 -53,816 762 -7, B2% 2T R5G L7370 -11,15%0
Travel -520 -2 B! 034 -B6h D11 -1,2068
Interest 3264 23440 5459 -3.374 3923 4,303 -4650
Onher -2, 712 22 7R4 -3 047 -3,%31 ~%,147 -4,50% -5, 500

Total Goods and Services <78 -4 B840 -5.033 ~10,20 451 5,835 -7.550

Private Unrequited Transfers {oredin % 574 ZETD A 147 3 035 2,708 3,425 3,380
Migrants’ transfers 0 it 0 0 f 0 {
Workers' remitianees 3,346 2 R10 3,008 2918 2,627 3,327 3,300
COther 128 &40 159 116 82 98 Et]

Private Unreguited Transfers {debin -25 =23 & 0 ¢ G 2]

Offictal Unreguited Teansfers 1.144 2245 832 733 383 1073 770
Workers' transfers 0 82 &f 44 37 A8 hatd
Other 1063 2,163 #44 BEY 346 1.033 T2

Current Account Balunce S3 AR 354 -G74 55,493 2,631 2,439 3,800
11 Capiial Account {excluding reserves) 4037 -2,57 3548 8,903 4,194 4,722 3,300

Prirect fnvestment OO 7R3 F7Y £522 539 77z 1,200

Portiolin  Invseurnent 547 523 2,411 3917 1,138 1,724 2,180

Other Long-Term Capital 210 -TH3 38 1,370 -784 =79 300
Drawings 679 3,784 3,523 4,857 3,340 4,126 3,000
Repayment L3 GRR -4 10 -4 571 4,412 -5,448 -5 667 5,208
Dresdner {net) 45 497 410 925 1,315 1,462 1,300

Short-Terms Capital 3,000 -3 20 1,390 2,054 -3,127 2,305 1,620
Assets (net) 40 2563 -2.438 3,201 2,423 A9 -1,300

Credits extpnded 50 Bl -327 -2 -AE 293 ~B30

CHiver assets 365 -31,752 <200 -30032 2,461 -20m4 -1,000

Linbilities (net 3,409 457 5834 5,345 <7350 4,005 2920

Credizs 2,520 S0 4,051 3,681 7,495 3,096 2,300

Deposits aiaty -1047 -257 b4 -55 jREEE 630

¢, Net Errors and Omissions EGR 948 L1100 -3222 1,760 237 0
1. Exceptional Financing 1} it 1 & 4 4 o
. Counterpart Tems 2554 170 0 o 0 0 a
ol Overall Balance 1308 -1,0%9 1,484 308 206 4,658 2,500

v Towd Change In Reserves -1,308 1020 <1484 308 206 4658 -2,300
nE 5% { o i 340 347 3
Official reserves ~1.E253 1.020 ~1.484 B -S40 -5,005 -3 500

= Provisioned
= Proprasnme
Sowrce - Central Bank
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Breakdown of Foreign Direct Investment Permits by Sectors

{USD million)
1990 1591 1992 1993 1994 1995 19967
Agriculture 65 21 34 31 29 32 35
Mining 40 38 19 12 6 61 4
Manufacturing 1,14% 1,054 1.274 1,580 1,100 1,997 201
Food, Beversges & Tahaceo 75 363 284 206 154 171 0
Cement 339 79 34 32 138 267 148
Chemicals G4 172 51 141 85 25 48
Fertilizers 0 4] {3 0 ¢ ] §
Tire 19 it & 46 34 3y 0
Plastics 3 45 i1 25 11 35 10
Forestry Products 0 2 17 i 8 i 1
Paper 1o 2 8 5 7 7 1
Textiles 30 32 32 35 24 41 Al
Clay cement products % 2 5 1 7 2 0
Barthermmware 9 4 1 3 1 7 8
lron-Steel 45 62 o8 i7 35 2 8
Non-ferrous metals 3 40 40 29 15 48 0
Fabricated meral products 11 9 8 16 7 G &
Machinery ! 0 0 i 10 3 {
Aeronatical 21 0 37 5 B 0 0
Eleciric & Electronic 100 81 128 167 79 221 17
Transport Vehicles 303 28 178 (623 254 577 7
Transport related industries 30 43 46 47 35 119 its
Others 39 87 271 13 203 100 47
Services 531 797 493 502 343 B50 320
Trade A5 149 47 77 OF 114 Y
Tourism 268 243 108 17 % 175 56
Banking 113 106 103 &4 03 83 31
Land Transportation 1 i 0 1 6 § 1
Alr Transportation § 8 3 3 6 2 {
Marine Transportation 3 8 2 2 0 1 {3
Investment Financing 8 15 19 53 & 19 60
Othrers 77 207 162 195 101 452 10
Grand Total 1,784 1,909 1,820 2,125 1,485 2938 751

* Jamriary-fuse
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nt Permits by Countries

freakdown of Foreignt
{UsD miltion)

Direct Invesime

1990 1991 1992 1993 1994

{ OECD Count sies 1,608 1743 1614 2,043 1873

A, BU Comries 1.249 10325 1,120 1,176 971

Gy 138 188 2033 158 224

Bel giuﬁ'xmLu:«:eﬁﬂm.irg il 3 45 54 o1

Denmark 16 3 4 23 0

France 655 254 226 256

wetherinnds £59 78 27 212 146

1ipied Kingdom 2850 5 1415 115 51

reland & 1 } i 3

fraly 59 10 sy 419 1454

Creace . 1 1 3 ! 1

Sppin 10 B 10 5 A

Aunsiria G & G i 4

poriugal ¥ 0 o it 2

Syepglen £ 0 0 G o

Orhers G i & Q &

. Other OECD Coniries 454 TLE 454 SR 4%

154 119 456 1S 253 157

Japan 100 54 47 237 120

Gvizeriand R 104 2034 142 54

{uhers 32 10 17 234 &5

¢ Orher Buropeall Connigies 0 0 5 E 1

71, istarmic Cou mries 55 iite 125 79 45

&, Middle East A% 9 113 74 42

iran 3 % 7 & 4

Trugy 1 24 3 1 3

gaudt Arabis 3 36 54 15 E

Karwait 1 3 Z i 1

Lebnnon £ i b 2 i

Syria il 3 i 5 Z

Jordun 0 i 1 {3 i

Bahrain 4 6 ol 0 12

awar 5 3 £ 3 4

Tarkish Rep- of Northern Cypris 2 2 10 & 4

1slam Development Buanik 0 Q 1 1 1

United Arab Fariaraies 0 7 & 3 s

Vemnen 3 G {3 8 s

7. Northern Afrcan Cunlyes 2 18 Tl 4 L

Libyn B 17 10 3 i)

Eaypl 0 ¥ i 1 i

Tunusid v i} ¢ it 0

¢ Oaher {glamic Couniries & 1 i i 3

11, oher Counities 121 52 77 i 65

Grand Total 1,784 R 1 R20 2,125 1,455
— T R MMWW—'“"“MWWM —

‘,g’zmzm;}»jm';é"
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N
Ostanding Euternal Debt
(S mifiion)

i. fgamﬁm

o 1993 1994 1995 1995 19
fiy Maturity
Total Outstanding Debt 41,751 w5 G0 7S il T
atediunyLong-ieTe 5,106 54,201 A5 50
Wit -1erTm 5,745 11,310 ER L
By Borspwor
Medinm-Long-iernt ; L
pyhlic 98 ncludedd 10,040
Cenal Bank 3 B60 101, A0 1
fUwescner Bank e 3G 0597 4
Privite St 931 1O
Lot 5,549 5,417 11,310 15701 15 1B
Central Bank SR i 828 G5 949
1 Tyesdner sl Sohgmc) AT STES S5 REGS B23 SR Rshyd
Cemarmesciad Banks 2T 5148 5210 3127 4 T4 05.659 5 B9
Cydier Becuan § 820 1828 4 Aeh 5,749 AR £ A0
oy Lemnder
MedinnLong-ters 41,372 42952
Mubitateral Agendies Wweeo 93ty
pitend Lenders 14ERT 055
cosmurrcin Banks 4 A 2 60 3 083
Bond s faEy B30 124623
private Lenders 3724 5,781 13, 250 PR
shori-ferm 6,549 6,417 3 745 & S0 0317 13 A6 15533 i1 31001 5.7 13,160
Compmercial Fank Credits 2850 1,841 5,845 4,144 &, 450 Ry 3501 4,363 3 53
pyivae Lengher Credils 3 467 5604 5555 4973 6,170 G007 @400 11435
By Type Of Credit
sfedinm-Longters 25,857 32 70% 3,0 3% (0D 0,555 41,372 42,5932 48,825
Project and Progrm Credits 15,749 19,775 ®omm It 1 22815 31819 31760
Burocurrency Loans 4 5 04% 4843 4,309 % GAT RREE] ; :
o) Bsues sa26 3877 5,683 0 310 12,623 5 37
Loscheduted Debi 56 17 31 i3 8 9 i
LIS 0 { 3 0 4 1} fu)
Bankers’ Credis §] 4] ¢] & {3 0 3
NGTA [&4) 12 i1 14 & 9 g
Private Credis G742 7 ORT 7554 £.147 11,340 12,950 17,438 1R
Gy T-Le T 3745 1 5003 4,117 12,600 15.5%% 13 R 15,703 14,
Crogdits 2,950 5,524 63534 wond 15 436 apdd 11 230 G,
Trankery ety 5 31 ) { Y T
oyverdrafis a0 24 3 2 1 5 :
Arceptante Crodits 91 1,580 1,504 3630 4762 3772 4] 4
pre-Expon Credits g 14h 45D 945 1148 L3 1,600 1
% Credits received By {iBs 687 1,128 ER 4 1,057 2053 3387 5,132 8,696 3241 % 101 f
Fi Credits Received By Cther Sewiot 6% o352 THE 719 174D 1,554 1,550 £29 5%5  10BI
feitity [ 0 5] { 84 i 8] 3 4 1y
Teposils 1 RG 2519 2795 ao7h 298D pE9s BO9Y aaGh  HAT1
T Deposit Accountd 1,250 §74% 1085 20061 % 20 2,429 2,025 2431 2 443 3 AGS
Peesdner Bank Sehems TG 871 747 733 &5 553 G G 823 973
CTLDs 0 3 1 1 i 3 1 ¢ e 3

o prpppdsionnad
Sotirees Cnirpd Bk, Freauey
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