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IntroductionIntroduction

• 2009-2011: Economic Analyst – Prime
Minister Office (Think-tank - Ecostat)

• 2011-2013: EU Analyst – Ministry for
National Economy

• Present: International Taxation Analyst –
Hungarian Tax Office



MyMy hypothesishypothesis::

WhetherWhether thethe euroeuro zonezone is anis an
optimaloptimal environmentenvironment forfor aa
lessless developeddeveloped countrycountry likelike

TurkeyTurkey toto catchcatch upup??



TurkeyTurkey isis OneOne ofof thethe EightEight GrowthGrowth MarketsMarkets ofof FutureFuture

Source: Goldman Sachs



Real GDP Growth ofReal GDP Growth of TurkeyTurkey comparecompare toto SelectedSelected
Countries/Country Groups (2012)Countries/Country Groups (2012)

Source: TURKSTAT, IMF



Growth Forecasts for Selected Countries/Country Groups (%)Growth Forecasts for Selected Countries/Country Groups (%)

Turkey Euro Area US Brazil Russia India China
2013 3.4 -0.6 1.7 2.5 2.5 5.6 7.8
2014 3.7 0.9 2.7 3.2 3.3 6.3 7.7
2013 3.1 -0.6 1.9 2.9 2.3 5.3 7.8
2014 4.6 1.1 2.8 3.5 3.6 6.4 8.4
2013 3.6 -0.6 2.0 2.9 2.3 5.7 7.7
2014 4.5 0.9 2.8 4.0 3.5 6.5 8.0
2013 3.2 -0.3 2.1 3.3 4.4 6.7 8.3
2014 5.4 0.9 2.3 4.5 4.4 7.2 8.5
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Growth Forecasts for Selected Countries/Country Groups (%)

Source: IMF, OECD, UN, WB



MaastrichtMaastricht CriteriaCriteria (1)(1)
Inflation rate of no more than 1.5 percentage points above the average of the three

countries with the lowest inflation rates

Source: Worldwide Inflation Database

Reference value Eurozone Turkey

2007 2,8 2,1 8,78

2008 4,2 3,3 10,43

2009 0,6 0,3 6,26

2010 1,5 1,6 8,58

2011 3,4 2,7 6,45

2012 3,2 2,5 8,94

2013* - 1,4 6,2

2014* - 1,3 5



MaastrichtMaastricht CriteriaCriteria (2)(2)
Nominal long term interest rates not exceeding by more than 2 percentage points

those for the three countries with the lowest inflation rates.

MaastrichtMaastricht CriteriaCriteria (3)(3)
No exchange rate alignment for at least two years.

Not relevant at the moment.

2008 2009 2010 2011 2012

Eurozone 4,31 3,82 3,61 4,35 3,88

Reference
value

6,17 5,52 4,91 4,84 3,94

Turkey 19,16 11,66 8,89 9,8 10,43

Source: Eurostat, TURKSTAT



MaastrichtMaastricht CriteriaCriteria (4)(4)
Government budget deficit not in excess of 3 (%) of each country’s GDP.

Source: Eurostat, TURKSTAT
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MaastrichtMaastricht CriteriaCriteria (5)(5)
Gross debt to GDP ratio that does not exceed 60 (%).

Source: TURKSTAT



Convergence criteria for a hypothetical entry test for TurkeyConvergence criteria for a hypothetical entry test for Turkey
(SUMMARY)(SUMMARY)

Inflation
(1)

Interest
rates (2)

Fiscal
balance (3)

Public
debt (4)

Exchange
rate regime

(5)

Number of
criteria
fulfilled

NONO NONO YESYES YESYES (YES)(YES) 33



AdvantagesAdvantages ofof thethe EurozoneEurozone accessionaccession forfor a lessa less developeddeveloped
countrycountry

1. Stability (0,08-0,13%)

2. Lower exchange rate risk

3. Trade expansion (0,55-0,76%)

4. Higher investment rate

5. Price ‚transparency’

6. Lower transaction costs (0,18-0,3%)

7. Lower monetary reserves needed

Result in additional
GDP growth by 0.6 to
0.9 percentage points



SignificantSignificant decreasedecrease inin nominalnominal andand realreal interestinterest ratesrates

Source: Eurostat, National Bank of Poland



IncreasedIncreased creditworthinesscreditworthiness inducedinduced highhigh capitalcapital inflowinflow

Source: Eurostat, National Bank of Poland



LargeLarge investmentinvestment inin housinghousing startedstarted aa boomboom--bustbust
cyclecycle inin thethe peripheryperiphery

Source: Eurostat, National Bank of Poland



DecreasingDecreasing competitivenesscompetitiveness

Source: ECB, IMF, National Bank of Poland

* Ireland – business sector, rest – total economy



DecreasingDecreasing competitivenesscompetitiveness

Source: ECB, IMF, National Bank of Poland



FasterFaster convergenceconvergence butbut atat aa costcost ofof growinggrowing externalexternal
imbalancesimbalances

Source: ECB, IMF, National Bank of Poland



Source: ECB, IMF, National Bank of Poland

GrowingGrowing externalexternal imbalancesimbalances



SummarySummary

1. Risk of bubbles
2. Losing the chance of

countercyclical policy response
3. Risk of losing monetary

independence
4. Faster economic growth may be

more difficult
5. Problem of the EUR exchange

rate

1. Monetary Stability
2. Lower exchange rate risk
3. Trade expansion
4. Higher investment rate
5. Price ‚transparency’
6. Lower transaction costs
7. Lower monetary reserves

needed

OROR

ADVANTAGESADVANTAGES DISADVANTAGESDISADVANTAGES

Can result in
additional GDP

growth by 0.6 to 0.9
percentage points

Can cause a two-digit
output decline and a

debt trap



Thank you for your kind
attention!



SummarySummary
The EuroThe Euro –– goodgood projectproject forfor goodgood timestimes

Source: ECB, IMF, National Bank of Poland



Summary
Global crisis revealed euro area weaknesses

Because euro is an incompleted project:

+ COMMON MONETARY POLICY;

+ FINANCIAL MARKET
INTEGRATION.

- MULTIPLE FISCAL AND
STRUCTURAL POLICIES;

-WEAK AND FRAGMENTED
SUPERVISION, LACK OF
CROSS-BORDER BANK
RESOLUTION REGIME.

Why?

- NO FLEXIBLE, MOBILE
LABOR MARKET (like in the
US);



Summary
Greece – a perfect example of weak supervision over national

fiscal policies in the euro area

Source: ECB, IMF, National Bank of Poland



Growing external imbalances

Source: ECB, IMF, National Bank of Poland



Real GDPReal GDP growthgrowth ((corecore vsvs peripheryperiphery++TurkeyTurkey))

PoorPoor correlationcorrelation betweenbetween businessbusiness cyclescycles
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