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of the world's population of the world's population of the world's population
lived in cities. lives in cities. will live in cities.
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Earthquakes, floods, and fires. Poverty, violence, and waning resources.
Cities have faced acute shocks and chronic stresses since the beginning of the urban age.
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But with climate change and globalization increasing the frequency
and intensity of these events, and more people moving to cities and more vulnerable than ever before,

cities must build resilience to prepare for, withstand, and rebound more quickly from the next
disaster - while creating jobs, improving services, and reducing poverty and vulnerability in between.



Figure 1.1. Global Financial Stability Map
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Eurozone government bonds
10 -year spreads over German bunds (% points )

Non resident debt securities holdings
M= % of total debt securities
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Ukrayna, Kirim, Rusya Neler
Oluyor, Kim Icin Ne Ifade Ediyor?

Russian exports and imports
with main trading partners
2013 (5ba)




Ukrayna, Kirim, Rusya Neler
Oluyor, Kim Icin Ne Ifade Ediyor?
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Major UN/western sanctions
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Military expenditure, 2012 (figures in brackets
show 2002-2012 % change in real expenditures)

$60.8bn
(+12.4%)

us
$682.5bn
(+49.9%)
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Source: SIPRI Us UK  Turkey Poland Germany Lithuania Spain



Foreign currency debt as % GDP

Troubled currencies

1996 207 | sep13
Brazil 26%| 196" 17%
India 7%| 1@ 149
Russia 19%| 1% 13%
South Africa 15%| 26 16%
Turkey 173 28" N
Average 17%% 2B 182
More robust currencies
1996 207 | sep13
Chile 35% 45%
China oss| 79 108
Colombia 72%| 18 179
Czech Republic 179 296 A%
Hungary 673 oms B3%
Indonesia 30| 18 208
lsrael om| B 2085
Korea 27| 3B 31%
Malaysia 3% 43 3%%
Mexico a7s|  2ms 306
Philippines 309 a1’ 255
Poland 19%| 3@ A4
Thailand 5136 13 1%
Average 3075 395 335

Source: Momura, Bloomberg. Mote: Arrows
indicate increase or decrease since 194946,




I The crony-capitalism index

Billionaire wealth as % of GDP
Ranked by crony-sector wealth, 2014

I Crony sectors M Non-crony sectors
2014 Rank (2007) 0 20 40 60 80

1 HongKong (1) [22]
2 Russia (2)
3 Malaysia (3)
4  Ukraine (4)
5 Singapore (5)
6 Philippines (9)
7 Mexico (7) (6 |
8 Taiwan (10)
9 India(6) 9]
10 Indonesia (18)
11 Argentina (16)
12 South Africa (11)
13 Brazil (14)
14 Turkey (8) [12]
15 Britain (15)
16 Thailand (23)
17 United States (12) [15]
18 Poland (13)
19 China (19)
20 France (20)
21 Japan (17)
22 South Korea (22) I"ig’g‘:g‘t’;‘al
23 Germany (21) (1=weakest)

Sources: Forbes; IMF; World Economic Forum; The Economist



ARA DEGERLENDIRME:

1.
2.

Risk unsurlarinin basinda asimetrik bilgi gelmektedir.
Hane halki ve firmalarin cogu riskler konusunda kamu
ve bankalara gére daha fazla eksik bilgiye ve bundan
dogan risklere maruzdur.

. Ote yandan bankalarin yani sira kamu kesimi de

finansal araclar konusunda uluslararasi sermayeye gore
eksik bilgi ve bunun risklerine tabidir.

Genel olarak bakildiginda Glkenin tim kurumlari da bir
sekilde eksik bilgi riskine tabidir.

Bu sorun sadece ulkemize 6zgu degildir. Bircok Ulkede
ve kurumlarda farkli sekilde yasanmaktadir.

Onemli olan Asimetrik Bilgi kavraminin 6neminin
yeterince anlasilmasidir. Unutmayalim! Asimetrik Bilgi
caginda yasiyoruz!




Figure 2: Global Financial Assets as percent of World GDP
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Exhibit 1

Global financial assets have grown to $225 trillion, but growth has

slowed since 2007.

Global stock of debt and aquity outstanding,

$ trillion?
28 21 25 Total
206 206
165 684 ag
56 8 47 Eﬂvsmmaﬂ
11@ 4? 3 3 M o
ag a2 Financial-zactor
ay 28 bonds
Corporate
Fi-] -
EE bonds
" Sacuritized
» loans
i - Nonsacuritized
loans
1990 1995 EDDD 2005 2006 2007 2008 2008 2010 2011 Q2
2012

Financial depth (is, % of GOP)
23 6 30 3FM 345 356 307 339 336 H2Z A2

'End-of-year figuras for a sample of 182 countries, based on constant 2011 axchange rates. Fgures may

not sum to totals, because of rounding.
Wompound annual growth rate,

Source: Mckinzay Global Institute analysis

CAGR,” %

2000-  2007-

o7 Q2 2012
8.1 1.8
8.0 5.5
8.3 9.2
1r 1.5
54 9.1
158 0.7
5.5 4.8
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9. Net Foreign Exchange Loss on Debt Principal and Interest 10. Corporate Bond Spreads and Sensitivity to Shocks

(percent of EBITDA) (basis points)
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Figure 3.4. Concentration in the Banking Sector Figure 3.3. Total Assets of Large Banks'

(Assets of the three largest banks as a share of lotal banking assets; (Billions of ULS. dollars)
percent)
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Figure 3.5. Bond Spread Differential between Systemically

Important Banks and Other Banks

(Basis points)
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Exhibit 8. The Real Price of Gold over 200 Years

Gold/CPI
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U.S. Dollars per Troy Ounce

Gold Fixing Price 10:30 A.M. (London time) in London Bullion Market, based in U.S. Dollars

2000,0

1800,0

1600,0

o

’

o

’

[ = [y
o N iy
o o o
o o o

o

’

800,0

600,0

400,0

200,0

Source: London Bullion Market Association/FRED

CBOE Gold ETF Volatility Index

70,0
60,0
50,0 ittt
40,0
30,0 {AMUANHHIRAAMY 1 nlll -
20,0 e B we U ‘ TS

Percent

10,0
0,0

,bo" v." o'. o 0" o'. /b.'. v." ol O B
> @ Source%hicago\Board Optionsﬁchange/FRED



US financial system: caught in a regulatory we

The Office of Thrift Supervision (OTS)

A Treasury agency founded in 1989 ‘on the bedrock
of the American dream of homeownership’, according
to its website. Primary regulator of federal savings
associations (thrifts)

|
State banking regulators
One for each state. Regulate state -
licensed and state- chartered financial 0TS
entities, including domestic banks,
foreign agencies, savings institutions and
trust companies. Established in 1851,
the New York State Banking Department
is the oldest in the country

The Office of the The state
Comptroller of the Currency banking
A Treasury agency established in ZRt R
1863, it charters, regulates and negula(o:s
supervises all national banks. Its

remit extends to 50 federal

branches of foreign banks in the US

The Federal Reserve o
The central bank of the US. oce
Created in 1913, its mandate, -
broadly speaking, is to promote

stable prices and economic growth

The Federal Deposit |—

The US Securities and Exchange Commission
An independent government agency created in 1934
responsible for overseeing US securities markets,
enforcing securities law and monitoring exchanges for
stocks, options and other securities

State attorneys - general
Sometimes regulate markets and
companies, independent of the

SEC SEC. Elliot Spitzer, for instance, a
former New York State attorney
general, pressed to prosecute
several high- profile executive -pay
cases

State securities regulators

State One for each state. Regulate many
attorneys of the same activities as the SEC,
genera| such as the sale of securities and
those who sell them, but only in
that state
Financial Industry Regulatory
State Authority
securities A self-regulatory body set up in

2007, it oversees all securities
regulators firms doing business in the US,
including around 4,900 brokerage
firms, 173,000 branch offices and
651,000 registered securities

Insurance Corporation The 3 epeomniaties
Created in 1933 following a wave of bank Federal Finra Gornsnisiity Fibires adiig Comudsion
i?:;?;:umgﬁlgdpe?re&s:nm;:ﬂdua‘ Resenle An independent agency created by Congress in 1974 to
late odity fut d opti kets
did. Provides deposit insurance of up to : s regulate commodity futures and option marl
$250,000 per depositor per bank FDIC - National CFTC State insurance regulators
Credit Union e - .
st A One for each state. Responsible for supervising and regulating all
insurance business in that state. The National Association of Insurance

The National Credit Union Administration (NCUA) * Administration
An independent agency set up by FDR in 1934, it supervises and charters i ' -

S : SN e, Commissioners develops rules and regulations, many of which must
federal credit unions and insures savings in federal and most state -chartered credit unions |

be approved by state legislatures

ot Regulated by
Citigl'OIIP Federal Reserve, Occ, SEC, FDIC and Treasury (fOI‘ TARP) = = = plus over 140 national agencies in countries where Citi does business




The new supervisory framework in the European Union

-

Macroprudential supervision
European
Systemic

European
Supervisory

Microprudential supervision

National
Supervisory

General Board
European Central
Bank Council (ECB Chairpersons of A member of the
o President, and Vice- EBA. EIOPA and European
Sm President and ESMA Commission
aQ % NCBs Governors)
> &
- - Chair and the two Vice- Without voting rights:
Chairs of the ESRB Adyvisory - One representative (per member) of
Scientific Committee the national supervisory authorities
- Chair of the ESRB Advisory - President of the EU Economic and
@ Technical Committee Financial Committee
Microprudential T Information Exchange 1 Systemic risk
-
Joint Committee of the ESAs
o
:fé 2 / ‘ T \
-.§ {ﬁ European Banking b::g%ig:"::;:}:‘;e European Securities
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= National Banking National Insurance National Securities
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< Supervisors Supervisors Supervisors
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European and )
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Politicians, regulators bark at the wrong tree — critics say

Much of the new financial services regulation has focused on areas that didn't directly cause the credit crunch,
bankers and lawyers say.
Impaortant in the crisis

Reconnecting risk and capital Internatiohal co-operaticn on
reguirements - Basel |11 mechanisms for reselution of cross-
Livimg Wills border groups

Risk management

o Credit Rating Agencies within incliubane:
Legislation S = S Legislation not
passed orin yet passed orin
progress progress

OTC Derivative Clearing

Commaodities markets regulation

Bankers bonuses Institutiomal Structure of

. - Structural separation of
Bank proprietary trading supervision

investment and retail
Short Selling

banking

Hedge funds

Irrelevant to the crisis
Source: Ciffard Chance
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The capital-freeze index
Vulnerability to a sudden stop in capital inflows in emerging markets*, 2012 or latest, maximum risk=20
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March 18. 2014 7-56 pm

Turkey: The Erdogan-Gulen showdown

By FT reporters

FT reporters profile two men locked in conflict that threatens
legitimacy of country’s government



lurkey's challenge in numbers

By Valentina Romei and David Edgerly

Net direct investment in Turkey has been ...and its current account deficit is
declining.... widening again
Rolling 12 - month sum {%bn) { 5 -year rolling averages ) GDP growth
10 6 {annual per cent change)
4 —_— ]
20 n 2
U —
-2 ;{ﬁ:cj
4 Current Account Balance
{% of GDP)
1 L 1 1 -6
2000 05 10 Aug 1980 85 90 95 2000 05 10 12
2013
Souvres: Candral Bank of Turkey; Turkey Databionior, Dealogic
FDI covers a shrinking proportion ... while cross -border M&A falls and local
of the current account deficit... deals are on the rise m Cross-Border
FDI as % of current account deficit Sbn = [ormestic
&0 15

50
40
a0

20

2005 06 oz 0z 0o 10 11 12 2013*
* Year to date
FT graphic



Turkey: Actual and Trend Current Account
(percent of GDP, 1998-2012)
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====Trend
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Source: Haver: WEQ; TMF statt calculations.




EXHIBIT
SME NPLs Have Been Four Times Residential Mortgage Loans Since 2007

NPLS % over bank ssety/ GDP amnual

10.00%
8.00%
6.00%
£ 00%
2 00N
0.00%
2.00%

-4 00%

-5 00%

Eg'd h

Resdential mortpape NPLy SME NPLs - = = Regl COP Growth

Dec OV

-
p

1
a £ o & 3 Lo ' ~ -
S 83838383/ cT == = EF NN DR
B £ € g v o = € Wy ove R € Py LSS PYY e xS YL L K
2 22 JFASXLTLRIFISAZITTAIEBEBETIARAIEAEAETATOEET

Consumer loans have expanded the fastest and, in our view,
demonstrate the highest credit risk vulnerability in Turkey,
particularly to the potential of an economic slowdown and the
associated increase in unemployment. The low amount of problem
credit card loans is somewhat misleading, as borrowers tend to
refinance card loans with consumer loans that carry lower inferest

rates. This explains the more pronounced rise in problem consumer
loans.
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Turkish banks: credit agencies list reasons to worry, Feb 20, 2014 by Gavin Jackson
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http://blogs.ft.com/beyond-brics/author/gavinjackson/

Turkey and its trading partners

Russia

LD et Turkey's imparls Brom seulry,
[ GDPgrowth 12 - manth sum s July 2013
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MPL ratios remain near histonc lows.

Figure 4. Turkey: Financial Sector

Profitability has fallen fromits 2009-10 peak_
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Turkey Public DSA Risk Assessment
Heat Map

Debt level ¥

Gross financing needs *

Debt profile ¥

Chamnge in the | Public Debt
Share of Shart-
Term Debt

Held by Mon-

Residents

Contingent
Liability Shock

Currency

Foreign

Debt

e Combined shock. A combined shock incorporates the largest effect of individual shocks on all

relevant variables (real GDP growth, inflation, primary balance, exchange rate and interest rate).

In the case of Turkey, a combined shock would increase debt to around 45 percent of GDP, still
below Turkey's average debt of 52.1 percent of GDP between 2002 and 2010.

Turkey Public Sector Debt Sustainability Analysis (D5A) - Baseline Scenario

(in percent of GOP unless otherwse indicated)

Debt, Economic and Market Indicators ™

Actual Projections As of August 30, 2013
2002-2010 ¥ 2011 2012 2013 2014 2015 2016 2017 2018 Sovereign Spreads
Mominal gross public debt 521 331 362 354 344 332 326 320 316  Spread (bp) 3/ 300
Fublic gross financing needs 19.7 102 93 10.4 5.8 90 113 110 114 CD5(bp) 240
Real GDP growth (in percent) 51 38 22 3B a5 4.3 4.4 4.5 4% Ratings Foreign Local
Inflation (GDP deflator, in percent) 13.2 d.6 6.8 6.9 69 6.0 &0 6.0 60 Moody's Baad Baa3
Mominal GDP growth (in percent) 130 181 91 110 1w 106 10y 108 108 S&Ps BB+ BBE
Effective interest rate (in percent) “ 179 9.4 98 103 100 9.2 101 101 97  htch BBE- BEE




