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TOP STORIES 

1. Turkey to set new export records in 2013, claims minister 
bne 
March 4, 2013 
 
Turkey is set to see another record year for exports, Economy Minister Zafer 
Caglayan insisted on March 1, as concern over the current account deficit start to 
rise once more. 
 
Assessing an increase of 5.6% year on year in exports in February, the minister 
stressed that Turkey's record breaking performance in 2012 is likely to be repeated 
this year. Discussing figures released by the Turkish Exporters' Assembly (TIM), 
Caglayan said exports grew to a total of $11.6bn last month, helping exports over 
the last 12 months to total $153.6bn.  
 
A has been the case with many other emerging economies in CEE that have 
managed to escape recession thus far through the latest crisis, Turkey has its 
carmakers to thank for much of the improvement. With an increase of 9.2% in 
exports, the automotive sector was ranked as first in February export report, the 
official highlighted. Germany, with $1.07bn is the country's top export destination 
followed by Iraq on $844m.  
 
A strong export year is vital as the Turkish economy recovers from the dip in growth 
it saw in 2012. Improving performance already has the central bank worrying about 
rapid credit growth feeding domestic demand. That threatens to boost imports and 
worsen a current account deficit that Ankara worked extremely hard to push down to 
around 6% last year.  
 
A year ago, that deficit was above 10% following economic expansion of 8.5% in 
2011. The imbalance is the major element preventing Turkey from improving its 
international ratings and lowering its borrowing costs. The ratings agencies point out 
that it leaves the country heavily exposed to any shocks for the Eurozone's 
vulnerable banks, which provide the bulk of the financing to cover the deficit. 
 
However, Turkey will be hard pressed to match last year's export performance as its 
gold exports to Iran - a channel by which Turkey was sidestepping US sanctions 
against buying gas from the Persian peninsular - have now been all but halted. 
Meanwhile, Turkey still needs to import huge volumes of energy to power its 
developing economy, which is the major contributor to the growing current account 
deficit. 
 
Still, as analysts at Erste point out, the figures for February don't include gold, 
suggesting Ankara can still ensure it hits a strong expansion in export figures by 
leaving the yellow metal to one side in its data. "The year on year increase in the 
January- February period has become 5%," Erste writes. "Note that this figure does 
not include gold exports and the official export data disclosed by TURKTSTA may 
differ depending on gold exports. In line with the recovery in domestic demand, we 
estimate the imports to start growing year on year again this year. Therefore, the 
ongoing expansion in exports would fail to prevent a widening in the trade deficit." 
 
 



2. Turkey - Governor Basci's dozen 
Standard Bank 
March 1, 2013 
 
I attended the CBRT's latest meeting with investors in London, attended by Governor 
Erdem Basci, along with a weight of the MPC. Herein are some big picture take-outs. 
 
The first point is that Basci appeared (almost supremely) assured/confident in the 
overall policy mix being pursued by the CBRT. He started by outlining the challenges 
of managing monetary policy in an EM with very large and volatile movements in 
portfolio flows globally. He underlined that this was the reason the CBRT have moved 
away from traditional inflation targeting to a multiple objective (price and financial 
stability) and a multiple tools approach. In terms of the tools he differentiated 
between the structural and cyclical. 
 
Structural tools include:  
Maturity based reserve requirements  
Leverage based reserve requirements  
Reserve options mechanism  
 
Cyclical tools include:  
The main policy rate, 1 week repo  
Interest rate policy corridor  
TL liquidity mechanism  
FX liquidity mechanism  
 
I think he recognised that many in the market are still confused by the various 
objectives/tools and he was at some pains to try and better explain how the various 
tools worked. 
 
Second, the overall message from Basci was that the policies seem to be working, in 
terms of the growth, inflation, current account/rebalancing story. At one point he 
even quipped that "if there is one thing I want you to take away from this meeting it 
is that the CBRT has no concerns on the growth front", as there are strong 
underlying structural supply side drivers for growth, while from a cyclical perspective 
there are good reasons to suggest that the economy is re-accelerating. This was a 
kind of "read my lips moment" for Basci, and was probably meant more for his 
domestic critics in the government, including economy minister, Zafer Caglayan, who 
has become an arch critic of the policies pursued by the CBRT and even the 
Treasury/MOF. 
 
Basci was though eager to pass on the credit for success in meeting objectives, 
arguing that this was a joint effort by the CBRT, the BRSA and the Treasury/MOF - 
not sure whether he mentioned the MOE. 
 
Third, on inflation the message again was that core/headline would begin to move 
gradually lower and towards target, helped by exchange rate stability, improving 
expectations helped by improved confidence now in the policy mix, and success in 
controlling credit growth. 
 
Fourth, the current account deficit has rebalanced, and while February data could be 
poor, overall the re-expansion of the CAD was likely to be modest/manageable. 
 



Fifth, a quite striking comment from Basci was that the CBRT does not undertake 
demand management but is aiming to reduce volatility across the board and that this 
will deliver growth. Lower volatility targeted now by the CBRT seemed to extend to 
inflation, interest rates, credit growth and the exchange rate. 
 
Sixth, there was concern over the weight of portfolio inflows into Turkey over the 
past few years, but the line was that these were longer term flows and more likely to 
be sticky. 
 
Seventh, responding to a question as to how the CBRT would respond should their be 
a sudden withdrawal of portfolio funds, he responded that he expected the new 
Reserve Options Mechanism to provide some insulation, then they would respond via 
rate hikes and only finally with direct intervention. He underlined that the ratio of FX 
reserves to ST debt was over 90%, helped by the ROM, and provided some defence. 
He accepted though that the ROM was untested and they would need to monitor how 
it performed. The message was also though that the CBRT would not immediately 
respond to FX weakness, butstill it was clear that they are happy still with low FX 
volatility as they view this as important in underpinning both inflation and growth. 
 
Eighth, a general message was that the CBRT wanted to reduce policy pro-activity, 
and would now be less interventionist, albeit on the FX front the point was made that 
if the CBRT had to act it would. 
 
Ninth, markets reacted to comments over the CBRT withdrawing ST liquidity in the 
market, with short end rates increasing as a result. My take though from Basci was 
this was going to be a gradual process and not something which is a new 
development. 
 
Tenth, in explaining the move to reduce the upper end of the interest rate corridor 
recently he argued that this was partially an effort to boost business lending (easing 
in effect) but the bank is still eager to keep a cap on household credit growth but 
continues to use RRRs herein. 
 
Eleventh, Basci made a lot of the link between credit growth and the current account 
deficit, hence the need still to target the level of credit growth, and he mentioned the 
ratio of credit growth/GDP as being important, and that it is not the stock often but 
the rate of credit growth which causes problems in Emerging Markets. He mentioned 
that the CBRT had calculated the optimal rate of growth of the ratio of credit 
growth/GDP at 7.4%. 
 
Twelve, on the targeting of a level of the exchange rate and the 120 rate for the 
REER which has been mentioned by the CBRT as a level for intervention to weaken 
the currency, he mentioned that the economy could cope with 1.5-2% REER 
appreciation per year. He also appeared to suggest some flexibility in terms of 
drivers for REER appreciation in terms of price hikes and nominal FX appreciation - 
the point was made that it would seem illogical to respond to REER appreciation 
driven by higher inflation by cutting policy rates to weaken the currency. He 
underlined that he did not expect any big moves in the exchange rate and any 
moves in the lira and the policy response was likely to be measured. 
 
 
 
 



3. Turkish PMI in expansion territory for sixth straight month 
RBS 
March 1, 2013 
  
The Turkish manufacturing sector, based on the February Manufacturing PMI survey, 
has been in expansion for an impressive six consecutive months. The outturn 
declined slightly however to 53.5 from 54.0 in January. The key sub indices of 
output, new orders and employment remained well in expansionary territory, with 
the employment component in particular improving month on month. The trend in 
the orders-to-inventories ratio improved for a sixth consecutive month as new orders 
remained strong, while inventories moved into contractionary territory. 
  
Although the PMI readings have recently been strong, industrial production numbers 
have not been so impressive, with year-on-year growth rates in contraction for three 
of the last five monthly outturns. The central bank in its latest MPC minutes noted 
that this is likely to be due to ongoing inventory depletion, with stocks of finished 
products declining during the final quarter of 2012. February PMI data suggests that 
this trend has continued, as inventories declined on the month. The CBRT expects a 
recovery in industrial production to be reflected in the second quarter. 
 
 
4. UK court to rule on cost for Cukurova to reclaim Turkcell stake  
Erste 
March 4, 2013 
 
Today the Privy Council will commence on the Alfa vs. Cukurova case to define the 
loan terms including the level of interest that Cukurova has to pay to Alfa. We expect 
Cukurova to be able to secure financing for the loan. The latest decision will not have 
any impact on the previous court decision allowing Cukurova to keep its Turkcell 
stake. We do not expect the loan term announcement to affect Turkcell. The principal 
oustanding is USD 1.35bn. Cukurova will have to pay this amount plus interest, 
which is to be defined by the court. The loan originated in 2005.  
 
 

REGIONAL NEWS 
5. Currency Wars - what happened to monetary independence? 
Citi 
March 1, 2013 
 
·         From the perspective of many EM policymakers, currency wars have yielded 
loss of monetary independence. As advanced economies' policy loosens further, EM 
central banks' will see their options even more constrained in our view. 
 
·         Advanced economies exhibit two characteristic features in relation to FX 
movements: a very low level of pass-through from FX to inflation, and low sensitivity 
of output to exchange rate fluctuations. EM economies, on the other hand, are 
significantly more responsive to exchange rates. Large FX movements generated by 
external factors are therefore seen as undesirable by EM policymakers since they (i) 
interfere with the transmission mechanism of monetary policy; (ii) drive up 
commodity prices; (iii) impact trade; and (iv) have undesirable political economy 
effects. 
 



·         While all EM lose some monetary independence when faced with large 
external shocks, not all will respond equally to those forces. A typical policy used to 
attempt to regain some monetary independence is to intervene in FX markets. To 
measure the likelihood of EM central bank FX intervention, we constructed an index 
aggregating the views of Citi economists. 
 
·         Our analysis suggests that in Asia we are more likely to witness FX 
intervention in China than, say, Thailand. In CEEMEA, given economic conditions, 
there is much greater willingness to intervene in Turkey, South Africa, Russia or 
Israel, than in Poland or Czech Republic. While in Latam, especially Brazil, but also 
Colombia, show a much greater bias to intervene than either Mexico or Chile. The 
main drivers of the different predicted propensities are: a greater tolerance for 
inflation and for asset price bubbles in CEEMEA than in Asia; large current account 
deficits in CEEMEA and surpluses in Asia; and, finally, the existence of an output gap 
in CEEMEA. 
 
·         Crossing the information in the index with our forecasts for FX returns yields a 
metric for judging the attractiveness of FX trades. This analysis suggests that the 
most attractive FX trades are short USDMXN, USDCLP, USDPHP, USDTHB and 
USDPLN. KRW and INR also appear to offer attractive 3-month returns, given our 
expectations for FX movements. However, the likelihood of intervention is somewhat 
greater, making such trades relatively risky. 
 
 
6. How does the political deadlock in Italy affect CEE?  
Erste 
March 1, 2013 
 
 Croatia: Strong trade links (Italy is first destination for Croatian exports) and 
interconnected banking sectors are possible direct transmission channels. Bond 
yields remained under some upward pressure, nevertheless upward trend has been 
visible also in recent weeks, where we saw increased supply from CEE peers and 
announced Croatian Eurobond issuance on US market by the end of 1Q as driving 
factors. We see a potential risk that deadlock in Italy would bring renewed turmoil on 
the market, especially if it would imply constrained access to financing. With private 
sector showing modest deleveraging trend, such scenario would imply an increased 
risks for external position implying also more demanding task for CNB in terms of 
exchange rate stability.  
 
Czech Republic: So far, we only saw reaction on the FX - the increased uncertainty 
sent CZK to around 25.70, a level we find attractive for speculative short EURCZK or 
hedging of EUR incomes. Bond yields fell, tracking German Bunds. If the low-level 
uncertainty persists, it is unlikely to have material impact (beyond Italy). But, should 
the situation escalate - for example, through rising yields and later unwillingness / 
inability of Italy to access OMT that is conditional on political commitment that in 
Italy would in that case be clearly lacking - it may lead to contagion, affecting core of 
the Eurozone and, consequently, Czech Republic.  
 
Hungary: Of course, the political stalemate situation in Italy poses risks for Hungary: 
Italy does not just have the largest debt stock in the EU, but is also the fifth largest 
export destination of Hungary, over 5% of total exports. However, so far, the impact 
on Hungarian markets remained limited. 5Y Hungarian CDS only increased by about 
20-25bp this week, to around 300bp, while increase of bond yields were only 1-6bp. 



While the outcome of the political situation and reform willingness in Italy remains to 
be seen, we also saw this week that liquidity provision will not be cut very soon on 
the other side of the Atlantic, as told by Fed Chairman Bernanke. If the liquidity 
situation remains favorable globally, that should continue to help Hungarian and 
Italian markets. So, to sum it up, we are watching the situation in Italy closely, and 
perceive risks, but we have not decided to alter our forecasts yet. The change of the 
leadership in the central bank may be a more important factor affecting Hungarian 
markets in the near future.  
 
Poland: The political deadlock in Italy increases the uncertainty on the global 
markets and raises the questions about future condition of Eurozone. Unless the 
problems in Italy escalate, Poland is in relatively stable situation and Italian deadlock 
has had limited impact so far. Poland has earned its credibility of having well 
managed public finance, thus we saw only limited reaction on the long-end of the 
curve 10Y yields dropped by around 5bp mainly due to strengthening of German 
Bunds.  
 
Romania: The political deadlock in Italy has the potential to hurt Romania's economic 
recovery, having in view that Italy is the second destination for Romanian exports 
after Germany (with a share of 12% in total exports) and the fifth foreign investor in 
Romania. At the same time, Italy is the most important destination for Romanians 
working abroad. For the moment our economic growth forecast of 1.1% in 2013 
seems well calibrated to accommodate a small to medium external shock, but any 
future negative developments are not ruled out after 2014. Renewed worries about 
Eurozone's sustainability could reinforce the determination of the Romanian 
authorities to conclude another agreement with the IMF and EU in the summer.  
 
Slovakia: Italian election results affected neither the government bond yields nor the 
CDS spreads, as Slovakia's direct exposure to Italy is rather limited.  
 
Turkey: On the back of Fed Chairman Bernanke's messages that ruled out a short-
term ending to the APP, the TRY has not felt the pressure from the political deadlock 
in Italy, which has somewhat impacted the country's risk premium. On the contrary, 
we saw the FX basket (0.5 USD+0.5 EUR) easing towards 2.0750 this week from 
above 2.09. The TRY also managed to slightly outperform peer countries' currencies 
this week. However, Turkey's 5-year CDS jumped to as hıgh as 142 as a reflection of 
the political woes in Italy from below the 133 reading in the preceding week. Finally, 
the bond market was pretty immune to the deterioration in the risk premiums, as 
the benchmark bond yield still trades flat at a yield of 5.7%. However, should the 
global risk appetite sour significantly, this may create downward pressure on TRY by 
triggering portfolio outflows. The CBT has established an automatic stabilizer (banks 
hold significant amount of reserves at the CBT and may start withdrawing these 
reserves in the event of an FX shortage) to address the volatility in the FX market. If 
that fails to be sufficient to stop the TRY's potential depreciation, then the CBT may 
use the interest rate corridor allowing it to introduce a swift tightening in monetary 
conditions. On the other hand, we would not expect a sudden deterioration in the 
private sector external debt roll-over ratios. As proven several times in the past, the 
private sector's access to external borrowing is pretty resilient.  
 
  
 
 
 



STORIES FROM THE WEBSITE 
7. BLACK SEA BLOG: Romanian flooding into UK - myth or reality? 
Bogdan Preda in Bucharest  
March 4, 2013 
 
In a guest piece published in The Times on February 25, Romanian Prime Minister 
Victor Ponta claimed his new government has plans to create enough jobs that will 
keep Romanians at home and not head off in droves to the UK from the end of this 
year. In reality, there are facts that contradict both the migration skeptics and those 
fearing a flood of immigrants in the UK.  
 
Will there be more Romanians - and even more Bulgarians - likely to show up in the 
UK to "grab the jobs" of the British by accepting lower wages? Yes, there will be. But 
will they be "flooding" the UK labour market? Probably not.  
 
Worries about a "giant wave" of Romanian and Bulgarian migrants stems from the 
fact that as of next year the UK will have to open up its labour market to workers 
from these two countries. Until now, Romanians and Bulgarians, unlike Poles for 
example, had to go through a lot of official paperwork in order to work legally in the 
UK. Lots of Romanians or Bulgarians could go to the UK freely after their countries 
joined the EU in 2007 as tourists and then work illegally; those who wanted to work 
in the UK badly enough had to go through a lot of bureaucracy. From next year, they 
will be able to apply for work almost as easily as they do at home. 
 
To read the full story 
www.bne.eu/storyf4625/BLACK_SEA_BLOG_Romanian_flooding_into_UK__myth_or_
reality 
 
 

GENERAL TURKEY NEWS 
8. Angela Merkel's visit to Turkey  
OSW 
March 1, 2013 
 
On 24-25 February Germany's Chancellor Angela Merkel visited Turkey, where she 
expressed her support for the continuation of Ankara's accession negotiations with 
the EU, after France unblocked the negotiating chapter on regional policy. At the 
same time, however, she emphasised her scepticism as to whether Turkey should 
join the EU.Besides EU issues, German and Turkish representatives discussed the 
situation in the region, co-operation in fighting terrorism, human rights situation in 
Turkey, and establishment of a Turkish-German university. Merkel and Turkey's 
prime minister, Recep Tayyip Erdogan took part in a bilateral economic forum. 
Turkey is one of Germany's more important trading partners from outside the EU - 
the volume of trade between the two countries is approximately 30 billion euro a 
year. Angela Merkel was accompanied by a delegation of 15 representatives of 
German companies interested in co-operation in infrastructure and energy projects. 
In November 2011 the German economy minister, Philipp Rösler, and Turkey's 
energy minister, Taner Yildiz, signed a declaration on energy co-operation. In April 
2013 a German-Turkish energy forum will be held.  
 
 
 



Commentary  
The visit did not bring about a breakthrough in any of the contentious issues 
between Ankara and Berlin. From Berlin's point of view, it was above all an 
opportunity for consultations in areas such as security (the presence of German 
troops in Turkey, the situation in Israel, Iran and Syria), the economy and energy. 
Despite Ankara's demands, Germany is not ready to introduce dual citizenship for 
Turks living in Germany. Chancellor Merkel also reiterated the EU's position that the 
ratification of the readmission agreement is a precondition for visa liberalisation for 
Turkish citizens, and that the inclusion of Cyprus in the Turkish-EU customs union is 
a condition for the full resumption of EU membership negotiations. Nevertheless, the 
visit confirmed that, in spite of a raft of differences of interest, both countries remain 
interested in co-operation in the areas of mutual benefit, i.e. in the economy and 
issues related to regional security.  
 
For Turkey, Germany is a key political and economic partner. Ankara regards 
Germany as the most influential EU country, an important NATO member, and as a 
country of residence of about 2 million Turkish emigrants. Germany is also Turkey's 
main trading partner and investor. From Ankara's point of view, the crisis of the euro 
zone has contributed to strengthening Berlin's position in Europe making Germany 
an even more desirable partner despite some divergences of interests. Currently 
Ankara is particularly interested in Germany's support over the Syrian crisis, and in 
combating terrorist organisations fighting Turkey (the Kurdistan Workers' Party, PKK, 
The Revolutionary People's Liberation Party-Front, DHKP-C), for whom Germany is 
an important outpost.  
 
Although Germany is in favour of a resumption of accession EU talks with Ankara, 
this does not mean that it endorses Turkey's EU membership.  Unblocking of one of 
the negotiating chapters by France has not lifted all formal obstacles to the full 
resumption of talks (Cyprus and France are still blocking 12 chapters). More 
importantly, most EU states remain sceptical of Turkey joining the EU. The 
declarations made by Merkel and other German politicians are intended mainly warm 
up the atmosphere between the two countries and as a means of making it easier for 
Berlin to achieve its goals.  
 
 
9. German minister to address troop 'problems' in Turkey 
Hurriyet Daily News 
March 4, 2013 
 
German Defense Minister Thomas de Maiziere has admitted that conditions could be 
better for Bundeswehr troops stationed in Kahramanmara_ city of Turkey, after a 
critical report was published on the situation. 
 
De Maiziere made the comments after a report by Germany's special commissioner 
for the armed forces, Hellmut Königshaus, which said cooperation between the 
German and Turkish contingents was "perceived mainly as a problem." 
 
The Königshaus' report claimed that meals were monotonous and that usually there 
was only cold food. Toilets were described as "filthy," most of them having no flush. 
The bodies of dead dogs, shot by the Turkish soldiers, had been left to decompose 
on the site. Soldiers' post was being held back so that it did not reach them for days, 
or even weeks, according to the report, which also added that soldiers were forced to 
exchange euros at poor rates in currency exchange offices. 



 
De Maiziere said he had noted that there were issues to address while on a visit to 
the site where German soldiers are deployed. "Even though I tend to be shown the 
better side of how things are, I also perceived that there were certain problems," de 
Maiziere told the German daily Bild. He stressed the armed forces first had to ensure 
that they could fulfill their mission, but at present the most important aspect was to 
improve troop conditions. 
 
He said Turkey had gone to great lengths to provide good accommodation, adding 
that work on new quarters was being completed. "When this new accommodation is 
ready, a lot of things will change when it comes to the issues that have been brought 
up," he said. He added Turkish officials had reprimanded German soldiers for contact 
with their Turkish counterparts. One German female soldier was allegedly pushed by 
a Turkish general during a visit by de Maiziere to the base. She later complained of 
bruising. 
 
Turkish General Staff denies reports with a statement 
  
Meanwhile, the Turkish General Staff refuted March 3 reports in the German press 
that German troops based in Kahramanmara_ had been subjected to poor treatment 
and that a female officer was assaulted by a Turkish soldier.  
 
No complaints or demands have been made regarding the conditions of the German 
soldiers, the General Staff said in its statement, adding that the German chancellor 
and interior minister had both praised the assistance provided by Turkish troops 
during their respective visits last week. 
 
 
10. Turkish and Greek foreign ministers finalize more than 20 agreements 
Hurriyet Daily News 
March 4, 2013 
 
Turkish Foreign Minister Ahmet Davuto_lu attended a working group meeting with 
his Greek counterpart, Dimitris Avramopoulos, in Istanbul on March 3, finalizing 
more than 20 agreements a day before a Turkish-Greek High Level Strategic 
Partnership Council summit.  
 
Both ministers overviewed the agenda of tomorrow's meetings and finalized the 
more than 20 agreements expected to be signed during the summit.  
 
The delegations of the two countries expressed their satisfaction with the number of 
agreements and said the council's second summit would add dynamism and boost 
bilateral relations. They also agreed to closely follow the implementations of the 
agreements and stay in close touch in the upcoming period.  
 
Avramopoulos and Davuto_lu also met Feb. 15 in Ankara to conduct preparations for 
the gathering.  
 
"[While] boosting good relations between Turkey and Greece, we want to create a 
model network of relations for the region and for the eastern Mediterranean," the 
Greek minister had said regarding moves to expand the areas of cooperation 
between the two neighbors. 
 



POLITICAL NEWS 
11. Press body reacts to Turkish PM's criticism 
Hurriyet Daily News 
March 4, 2013 
 
The Progressive Journalists' Association (ÇGD) called on Prime Minister Recep Tayyip 
Erdo_an to be respectful of the people's right to knowledge, freedom of the press 
and expression by no longer regarding journalists as public servants or advisors 
working for the government. 
 
"Newspapers, televisions are not units or institutions working under the prime 
ministry or the government, and journalists are not public servants or advisors of the 
prime ministry," ÇGD President Ahmet Abakay said in a statement released on March 
3. 
 
The statement came in response to Prime Minister Erdo_an, who condemned on 
March 2 the leak of details of a meeting between the jailed leader of the outlawed 
Kurdistan Workers' Party (PKK) and deputies of the Peace and Democracy Party 
(BDP) to the Turkish press, labeling it a "dark operation conducted through the 
media."  
 
Criticizing the journalists responsible for publishing the story, Erdo_an said media 
organizations that tried to hinder the ongoing peace process were "against the 
government." 
 
Referring to daily Milliyet's headline story, Erdo_an said the media should not have 
covered this report if they truly cared for the Turkish people and wanted to 
contribute to the steps undertaken by the government, stressing the sensitivity of 
the process. "If that's how you are doing your journalism, shame on you! The media 
will say [the same thing all over] again: The prime minister is attacking us. But 
whoever tries to spoil the process inside the media is against me and my 
government," he said. 
 
"Journalists and media institutions do not ask what to report or not and what to write 
or not to prime ministers, the Governor, the Prosecutor, the Imam or the Diyanet. 
They wouldn't be journalists if they asked; they would be embedded journalists," 
Abakay said. 
 
Beneficiaries not reporters' business  
 
What could be debated was the reliability of the story, Abakay said, stressing that 
the reporter would not care about who benefits from the story.  
 
"In democracies, prime ministers do not interfere in freedom of expression, freedom 
of media and the people's right to get news," Abakay noted. 
 
The prime minister asking media to stand with the government is a request outside 
of democracy, he stated, adding that 80 percent of media intuitions in Turkey have 
already been standing with the government, with or without pressure. "The prime 
minister is not satisfied with that and wants to receive the entire media," Abakay 
said. 
 



12. Turkish government pledges no step back in its peace bid 
Hurriyet Daily News 
March 4, 2013 
 
The government will not step back from the ongoing peace process, despite the 
negative repercussions of the Kurdish talks leak, Turkish Deputy Prime Minister 
Bülent Arınç told reporters at the headquarters of the ruling Justice and Development 
Party (AKP) in Bursa on March 2.  
 
Arınç compared the publication by daily Milliyet of the alleged record of the Feb. 23 
meeting between the jailed leader of the Kurdistan Workers' Party (PKK) and three 
Kurdish deputies of the Peace and Democracy Party (BDP) to the killings of three 
Kurdish women, including one of the co-founders of the PKK, in Paris on Jan. 9.  
 
"All were incidents due to happen that we were expecting back when we [first] took 
this road. So we are not surprised. But we are not at a point where we can turn 
back, either," he said. Arınç also objected the criticisms questioning the legitimacy of 
talks with Abdullah Öcalan, referring to the fact that part of the media labels the 
jailed PKK leader a "baby killer." "Call him the killer of 30, 40,000 people if you wish, 
or call him another name. However, he is still a central, important actor for those 
masses who love him," he said.  
 
Arınç emphasized that weapons and jets were only efficient to a point. "[The 
process] has a number of opponents and can be hampered at all of its phases. We 
have to be patient," he said. 
 
Atalay: Risks taken 
 
Likewise, fellow Deputy Minister Be_ir Atalay also stressed the government's 
determination to carry the process to its end during his visit to the AKP's provincial 
administration in Kars yesterday. "We are taking every risk. We are very determined. 
Policies driven by fear and timidity were conducted until now. We have reviewed all 
[these policies]. We ask everyone [to show] sensibility," Atalay said.  
 
In a bid to contain possible damage from the leak, both the government and the BDP 
underlined how the leak itself is an attempt to undermine the ongoing resolution 
process 
 
The recent leaks aim to sabotage the ongoing peace process, but will not be allowed 
to do so, Peace and Democracy Party (BDP) Deputy Pervin Buldan said on March 2. 
"We know very well that the recent leak aimed to sabotage the process. ... Whatever 
happens, even if they put up obstacles in front of us, even if they try to sabotage it, 
we are in the peace process, she said. The PKK leadership signaled its readiness to 
take part in this process by releasing captive state officials in 10 days, according to 
the BDP co-chair Gültan Kı_anak. 
 
 
 
 
 
 
 
 



ECONOMIC NEWS 
13. Inflation and industrial production the key Turkish data due  
Erste 
March 1, 2013 
 
February CPI due March 4 will be the key event this week along with the January 
industrial production data due March 8.  
 
We expect the January spike in the annual inflation to be partly reversed in February, 
as food inflation softens. On the growth front, the industrial output is likely to post a 
m/m increase in seasonally adjusted terms, partly recouping the preceding month's 
losses.  
 
However, this would still leave us concerned about the economic activity, considering 
the lack of compellingly strong leading indicators and the slow pace of the 
improvement. Overall, the outlook remains supportive of the low yield environment 
in Turkey and we maintain our benchmark bond yield forecast.  
 
 
14. Market Commentary  
Erste 
March 4, 2013 
 
Asian stocks fell sharply as China property developers with more tightening 
measures to contain housing costs that were harsher than expected. ISE-100 seen to 
be opening lower followed by range-bound trading along their int'l peers.  
 
 
15. Turkey looking to boost Saudi investment 
Hurriyet Daily News 
March 4, 2013 
 
Turkish Economy Minister Zafer Çaglyan signed a memorandum of understanding 
(MoU) with the members of the Islamic Development Bank (IDB) on March 2 during 
a recent visit to Saudi Arabia, in a move to build more economic bridges in the 
Islamic world by boosting trade and investment among the parties. Çaglayan called 
for Turkish contractors to take a share from Saudi Arabian infrastructure investments 
in order to reach $1 trillion in 20 years.  
 
The MoU signed by Çaglayan and the head of the IDB, Ahmed Muhammed Ali El 
Medeni, includes the detection of fields of cooperation between the countries to 
encourage bilateral trade and investments. The trade finance instruments and 
compliant insurance products will be developed to introduce new trade opportunities 
between financial institutions of IDB members and Turkey. The Turkish investors' 
insurance against political risks in IDB member countries will be incented, according 
to the protocol.  
 
In a bid to enhance the bilateral relationship further, Çaglayan also gathered with 
Saudi businessmen, making the opening remarks at the Turkey-Saudi Arabia 
Business Forum on March 2.  
 
 



$1 trillion investment 
 
In his speech, the Turkish minister said Turkish businesspeople should seek 
opportunities in infrastructure projects in Saudi Arabia, where investments reaching 
$1 trillion for the next 20 years are planned. In his remarks, he praised the work of 
Turkish contractors in projects around the world and said they would bring and use 
their expertise in Saudi Arabian projects as well.  
 
Çaglayan also invited Saudi businesspeople to come to Turkey for investment, saying 
that his country had made major improvements in the investment environment with 
a new package of incentives. 
 
Row with central bank 
 
He underlined that Saudi Arabia has been one of the most important trade partners 
for Turkey, adding that the trade volume between the two countries totaled $8.1 
billion in 2012 and that it can be much higher in the future. The minister also 
touched upon his ongoing row with Erdem Ba_çı, the governor of the Turkish Central 
Bank, saying he should speak less but more meaningfully. 
  
"I'm a politician and I have to state an account so I need to talk, but I'm passing 
messages  
from many groups while saying this; the central bank head should talk less and more 
meaningfully," he said. 
 
In late January, Central Bank Governor Erdem Basçı stated the economy had 
"disembarked from a plane and was traveling on the highway," following a soft 
landing last year. Çaglayan has picked up on Basçı's analogy in recent weeks and 
implied the government should get the final say in the issue as the governor is "only 
an officer of the state in the end." 
 
 
16. Turkey working to tax e-commerce 
Hurriyet Daily News 
March 4, 2013 
 
Turkey's Tax Inspection Board (VDK), a subsidiary of the Ministry of Finance, has 
completed the first phase of its e-commerce regulation, preparing a report that aims 
to constitute a roadmap to prevent tax evasion in this sector. 
 
The work to find and prevent tax evasion in the e-commerce sector that began six 
months ago with the directives of Finance Minister Mehmet _im_ek has completed its 
first stage. The VDK prepared a detailed report that determined the possible causes 
of tax evasion in e-commerce. Regarding this report, the current legislation will be 
revised and solutions will be developed in line with tax legislation. 
 
The report says the online trade volume only via local bank cards was worth 20 
billion Turkish Liras in 2011. The report reveals that e-commerce has become a way 
for taxpayers to evade taxes, and the surveillance of the sales remains weak. The 
taxpayers that use point of service (POS) machines imported from foreign banks are 
able to hide all their receipts. Also, if the payments are received via POS machines 
that belong to non-bank devices, the surveillance of the sales becomes more 
difficult.  



 
The report noted that the receipts made via bank transfer, EFT or check also obstruct 
watching the gain in e-commerce as the accounts might be used for personal 
purposes. Taxpayers owning e-commerce websites that do not precisely state their 
trade title, address and communication details might harm the ones that use online 
shopping to pursue their orders in case of defective and/or undelivered goods, the 
report says.  
 
"A deal-of-the-day website" that sells coupons evades taxes when customers do not 
use them. Also, online betting sites, except legal ones where people can play with 
cash, are another culprit of tax evasion as they are not included in taxed games of 
chance, the value-added-tax (KDV) or other indirect taxes. 
 
_im_ek had recently stated that Turkey had cooperated with Holland, a country that 
has made significant progress in the surveillance of e-commerce and preventing the 
informal economy, in order to create a sustainable strategy for monitoring informal 
e-commerce activities. Turkey imported from Holland a tax surveillance system, 
Xenon, that determines e-commerce firms automatically and records their activities. 
 
Online trade via bank cards was worth 31 billion Turkish Liras last year, as it is 
estimated to rise to 62 billion liras by 2015 and 316 billion liras by 2023, according 
to the E-commerce Enterprises Association (ET_D). 
 
 
17. Turkish CPI expected to decline  
Erste 
March 4, 2013 
 
TURKSTAT will announce CPI at 10:00. We expect a 0.2% m/m increase (consensus: 
0.4%) in the headline figure, which would bring annual inflation to 6.9% from 
January's 7.3%. Our forecast is based on a soft food inflation assumption as hinted 
by Istanbul wholesale prices. This would put the monthly food inflation on a relatively 
much lower level in seasonal terms. Elsewhere, we expect transportation, furnishing 
and household items to create an inflationary burden, while the seasonal discounts in 
the clothing segment would keep the headline low. We also expect a 0.2% m/m 
decline in the core-I index, which would leave the annual core inflation flattish at 
5.7%.  
 
 
18. Turkish central bank heading into a tight spot 
Citi 
March 1, 2013 
 
In our view, the emerging macroeconomic picture is likely to cast further doubt on 
the consistency and the effectiveness of the CBT's unconventional approach. In 
particular, based on the available data, we believe inflation and growth outcomes are 
likely to be less favorable than the official targets/goals. Given the CBT's multiple 
objectives, this will, in turn, place the Bank in a difficult spot, in our view.  
 
For instance, while the challenging inflation outlook would call for a tighter stance, 
the appreciation of the lira, which is mainly caused by Turkey's persistent inflation 
differential, would lead the CBT to ease under its unorthodox approach. 
Concurrently, we believe that the outcome of the February MPC meeting revealed 



that the CBT has become more aggressive on its intention to weaken the currency, 
while focusing less on inflation than our earlier expectations. Where do we go from 
here? As was the case in 2011, a weaker lira is unlikely to bolster Turkey's 
competitiveness since inflation will erode the beneficial impact of nominal 
depreciation. In our opinion, foreign investors will eventually become uncomfortable 
with the macro picture and inflows will subside (or there will be outflows), forcing the 
CBT to reverse the course. 
 
 

CORPORATE NEWS 
19. Anadolu Hayat Emeklilik to propose TRY 0,133 dividends per share  
Erste 
March 4, 2013 
 
 Anadolu Hayat Emeklilik - The Board of Directors decided to propose TRY 0,133 
dividends per share, which will be paid out on March 28 to the Shareholders' Annual 
Meeting. The proposed dividend per share figure implies a 2.3% dividend yield.  
 
 
20. Cimsa 4Q12 Earnings Review: Strong domestic sales while margins fall 
short of our estimates  
Erste 
March 4, 2013 
 
Cimsa posted a TRY 29.5mn net profit in 4Q12, which is below than our estimate of 
TRY 33.4 but higher than the consensus estimate of TRY 25.0mn. The company 
increased its revenues by 13.5% y/y to TRY 216.6mn, which is slightly higher than 
our estimate of TRY 210mn and the consensus estimate of TRY 208mn. The deviation 
in our top line estimate and actual figure stemmed from higher domestic sales, which 
posted a 20% y/y increase and reached TRY 177mn, while the bottom line deviation 
stemmed from lower margins than expected.  
 
On the margin front, the company's gross and EBITDA margins declined to 22.3% 
and 21.8% in 4Q12 from 27.9% and 28.4% in 3Q12 respectively due to latest 4.0% 
price hike in electricity prices in 4Q12. The margins came in slightly lower than our 
and consensus expectations in 4Q12 due to lower pricing mechanism on bad weather 
conditions. We expect cement companies to reflect this electricity price hike in 1Q13.  
 
Cimsa's net debt also continued to decline in 4Q12 after Afyon Cimento acquisition. 
The company's net debt fell to TRY 349mn in 4Q12 from TRY 369mn in 3Q12.  
 
Although bottom line was below than our expectation, we view Cimsa's financials as 
mostly in line with our and market expectations and expect neutral impact on share 
price  
 
 


