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Portfolio Shock: The Next Generation � 
For a long time, we have been discussing the likely channels that a possible 
recession and/or credit tightening in the U.S. or other developed countries may 
drag on Turkish economy. As shall be remembered, previously we had 
emphasized that among the two key linkages with the external arena, namely the 
trade and financial channels, the latter appeared as a more important aspect in 
the last years. We had also claimed that the portfolio flows and loans, which are 
the key components of the financial channel, need to be handled separately. 
Having recalled the factors we had mentioned through these lines previously, in 
the rest of this report we want to focus on the portfolio investments, which have 
been regularly reported in our monthly Glocal Strategy reports on the basis of 
stock and flow developments. After a long time, the portfolio investments started 
loosing their importance for financing the current deficit in 2007. Nevertheless, 
they are still considered to be important for the market movements, which make 
this assessment worthwhile. For our analysis, we will again utilize the data 
provided by the Central Bank�s International Investment Position (IIP) report. In 
2007, there was a limited net inflow of US$0.7bn to the portfolio investments, 
taking the net change in the residents� investment abroad. The outflow from the 
bond market, the most appealing investment area in the latest years, reached 
US$7.6bn during August-November term. Despite this huge outflow that is twice 
as much of what was observed during 2006 turbulence, there was no a visible 
rise in the interest rates. On the other hand the stock market did not suffer any 
outflow, similar to the 2006 turbulence experience. On the contrary, there was 
even a limited inflow carried on. Nevertheless, this outlook could not prevent ISE 
100 becoming one of the worst performers of the world, with its losses climbing 
above 20%. All of these developments have given us the thought that the foreign 
fund flows are not the only factor that determined the market direction. 
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Non-residents� Portfolio Investments (*) (12-month cumulative, US$mn)  
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(*) Starts from May 2002, when the GDDI stock of the non-blank sector was first disclosed. 
Source: CBRT, Fortis Economic Research and Strategy 










