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| Outline

= The big picture: Views of where we are

= Emerging Markets: Contagion and home-
grown problems

= Turkey: External adjustment
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| The big picture

= 2009 “lost year” (base effect)
= RecoveryV,UorlL? &

= Search for signs of recovery
= “Second derivative recovery”

= “Green shoots of recovery”
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! Emerging Markets

= From de-coupling to re-coupling »|
= Trade shock
= Cross-border de-leveraging, sudden stops .
= Bank lending

= |nvestor home bias

= Contagion vs. home-grown vulnerabilities ¥
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! Emerging Markets: Lessons from the past

= Asia late 1990s

= Similar: Capital flows, balance sheets

= Different: External demand constrains V
= Balance of Payments adjustment
= Official financing to create “policy space”

= Reform of global financial architecture (IMF)
help but obviously no panacea
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||  Turkey .

=  Compared with other EME >
>

= (Concerns

= Fiscal
= Stimulus vs. financing constraint

= |[MF arrangement

= External adjustment vs. financing need B
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Il Conclusions .

= Slowing down of free fall vs. bottoming out of
recession vs. recovery

= EME: Double contagion (trade and capital);
external support to create domestic policy
space

= Turkey: External adjustment underway, need
more
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[ The big picture .
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"' Emerging Markets: Comovement with D
Advanced Economies—Then and Now
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Emerging Markets: Capital Flows
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n Emerging Markets: Vulnerability 0

e EIEFQING EUrope w— Ermerging Asia
Latin America Middle East and North Africa
Sub-Saharan Africa Commonwealth of Independent States
- Current Account Balance -15
- (percent of GDP) -

1 1 1 1 1 _15
1980 85 a0 95 2000 05
- Fiscal Balance -15
- (percent of GDP) -
- -10
- -5

a

__-u‘\/" S o __ﬂ__--"'—""'::_}l-..h_,-ﬂa-—:""- ___5
- --10

. . . . . . A5
1980 85 a0 a5 2000 05
- Foreign Exchange Reserves -8
_ (months of imports covered)
- -6

N LA . <

wE o wwwnw goyree: IMF WEO, April 2009

08/05/2009 European Investment Bank



"' Turkey: Relative Risk

If one green bottle should accidentally fall...

Country
South Africa
Hungary
Poland
South Korea
Mexico
Pakistan
Brazil
Turkey
Russia
Argentina
Venezuela
Indonesia
Thailand
India
Taiwan
Malaysia
China

Sources: HSBC; Boonomist Intelligence Unit
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Turkey: Areas of concern .

Table 1.1. Macro and Financial Indicators in Selected Emerging Market Countries’

Exrarnal Dbt I¥e1 Exrernal Position  Awerage Real Credit

‘Crranr Accoumt Rafinancing Meeds in  vis-3-vis BIS-Reporming Growsh ower the Last 5 Farsx Share of Total
Balance? 20097 Banks' Yaars * Loan/Dapostt * Loans
(Parcent,
{Parcent of GDPI (Parcens o reservas ) {Percent of GDP) year-on-yea) (Rartiz) (Parcens o oral loanz)
Europe
Bulzaria 123 158 -348 e 13 a8
Croatia 6.5 135 443 131 11 (]
Czech Republic -18 216 -131 16.0 08 134
Estonia 63 210 -68.8 73 21 853
Hungary -8 171 502 143 14 6.7
Eazakhstan 64 a2 -l 501 17 416
Latvia 6.7 331 -57.8 354 18 803
Lithuamia 40 415 413 4312 10 (1]
Poland 48 168 154 147 11 316
Fomemia -15 137 -325 471 13 355
Fussia 0.2 34 3l 345 13 153
Serbia 122 - -122 25.2 12 (]
Turkey -1 110 118 0E 07 1309
TUkraize 0.4 208 -17.6 475 10 9.5
Galf States
Fuwvait 258 108 e 198 11
Sandi Arabia -18 223 223 0a 83
United Arab Enirates 1] -122 315 12 159
Africa
Ezyvpt -in 1+ 25 ng 04 0
Ghana 108 13 S50 154 08
Nizaria e 103 342 11
South Africa 58 42 44 18 12
Uganda 62 177 08
Asia
China 103 = 17 113 08
India -15 33 -2e 182 08
Indoresia -4 73 -3 151 08 198
Korza 29 a3 189 63 12 85
Malaysia 128 23 -23 53 na
Pakistan 58 28 14 133 a7
Philippines 21 39 -2
Thailand 0.0 34 13 16 10
Vistram 48 g -74 64 11 N3
Latin America
Argentina 23 a5 13 146 07 158
Brazil -18 41 -1l 158 08
Chila 48 8 -1 11L& 14
Colombia -3 52 0s 16.0 10 6.3
Memico 215 g4 -1 1.7 08 11.6
Parn ;33 27 -2 g2 na 515
Vepsmala 04 34 197 458 08 =05

Sources: Bloomberp L P Bank for International Setdements (BI5): IVF, Direcdon of Trade Satstcs dambase, Inemational Fmarcial Swdsdcs daabase, Werld Economic
Cratlock database: and IMF staff estmates.

Source: IMF, GFSR, April 2009
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|| Turkey: External adjustment u

Current Account balance
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|| Turkey: External adjustment u
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JI] Turkey: External adjustment o m
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JI] Turkey: External adjustment
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JI] Turkey: External adjustment o m

1958 S 2008
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"' Emerging Markets: Financial Stress 8 E
Indicators

= Emarging Europe and Middle East and Africa’
m— Emerging AsiaZ - -- —— -

. . 3 - -
Latin Ameica - JPMorgan EMBI Siripped Spreads ~700
- Exchange Rates* -20 - (hasis points) -
- {maonth-to-menth percent change) - . .
_ -15 - - 500
- -400
- -300
- -200
- -100
' = 2007 ' 08 0
2007 08 Jan. 09 . Feb. 09
- Foreign Reserves -42 - Stock Index Volatility -4
- {maonth-to-menth percent change) - - - ,
_ ‘s _ )

M‘W\ . -4 2
_ ) \\_U -1
-_ w\--d =_="_{_M——’—/ :U
: o : .

2007 08 Jan, 09 2007 08 Fab. 09 2

Source: IMF WEO, April 2009

08/05/2009 European Investment Bank



	The Current Crisis: �Emerging Issues for Emerging Markets ��Timo Välilä�Economic and Financial Studies, EIB ��Presentation to iVCi Strategic Network, Tuesday 5 May 2009
	Outline
	The big picture
	Emerging Markets
	Emerging Markets: Lessons from the past
	Turkey
	Conclusions
	The big picture
	Emerging Markets: Comovement with Advanced Economies—Then and Now
	Emerging Markets: Capital Flows
	Emerging Markets: Vulnerability
	Turkey: Relative Risk
	Turkey: Areas of concern
	Turkey: External adjustment
	Turkey: External adjustment
	Turkey: External adjustment
	Turkey: External adjustment
	Turkey: External adjustment
	Emerging Markets: Financial Stress Indicators

