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Playing the Three Monkeys� 

From mid-October onwards, the financial indicators of the emerging markets 
started to depict sharp volatility and the liquidity has dried up in parallel to the 
immense capital outflows. Some of those countries which turned out to be most 
exposed to capital outflows looked for means of credit agreements with IMF, 
while some others launched various guarantees and other measures to soften 
the market tension. In the meantime, Fed also stepped in to initiate swap lines 
with four large and systemically important economies (Brazil, Mexico, S.Korea, 
Singapore) to help improve liquidity conditions and IMF approved for the short 
term liquidity facility for some eligible emerging markets. So far, all of those 
measures seem to have alleviated the worries. On the other hand, over this 
period Turkey has not produced any active policy, letting the economy and the 
markets drift in parallel to the general trends in the emerging market universe, 
either benefiting any favorable sentiment or feeling the pain from any adverse 
developments surrounding the peers. The pause in the outflows from those 
countries gave them some space to repair the damage on their financial 
indicators. Last week, in our weekly Macro Scope, which was published at a time 
of excessive elevation in F/X rates and interest rates, we had mentioned that the 
foreign investors had built up hefty positions prior to the rapid sell-off wave that 
started in August, yet these positions were mostly unwound during the immense 
sell-off suffered recently. In essence, this was positive news in terms of abating 
demand for hard currency in the period ahead. Now, going forward, the data 
disclosures, which will likely show ongoing weakness for the economies, 
as opposed to the positive impacts expected from the measures already 
taken by many countries, or any additional ones to be introduced, will be 
setting the tone of the general perceptions. After Fed lowered the target rate 
to 1.0%, there are further bets that the Bank will cut the rates again to the 
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OECD Leading Indicators ( 6-month rate of change - annualised) 
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(*)Brazil, China, India, Indonesia, Russia, S. Africa                                                                                            
Source: OECD, Fortis Economic Research and Strategy 










