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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)

Recovery V, U or L?

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

Investor 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

IMF arrangement

External adjustment vs. financing need
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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

Source: IMF WEO, April 2009
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Emerging Markets: Comovement with 
Advanced Economies—Then and Now

Source: IMF WEO, April 2009
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Emerging Markets: Capital Flows

Source: IMF WEO, April 2009
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Emerging Markets: Vulnerability

Source: IMF WEO, April 2009
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Turkey: Relative Risk

Source: The Economist
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Turkey: Areas of concern

Source: IMF, GFSR, April 2009
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Turkey: External adjustment
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Turkey: External adjustment
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Turkey: External adjustment
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Turkey: External adjustment
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Turkey: External adjustment
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Emerging Markets: Financial Stress 
Indicators

Source: IMF WEO, April 2009
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