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THE INTERACTION OF THE CURRENT ACCOUNT WITH ITS DETERMINANTS AND THE
EFFECTS OF INFLATION TARGETING ON CURRENT ACCOUNT BALANCE:
THE CASE OF TURKEY

ABSTRACT

The objective of this paper 1is to characterize the interaction
of the current account with 1its determinants and to analyze the
effects of the inflation targeting policy on current account balance
using quarterly time series data for Turkey from 1990:1 to 2006:4. The
empirical work adopts a VAR (Vector Autoregressive) framework to
capture the dynamic relationships among variables. The model contains
the rate of current account in GDP and its standard determinants which
are namely the real GDP growth rate, export-import coverage rate,
degree of trade openness and real USA GDP growth rate as being the
foreign income growth, financial deepening, real exchange rate,
national currency crisis index and interest differentials. Impulse
response functions and forecast error variance decompositions indicate
that the mentioned macroeconomic variables well explain the current
account and play an important role 1in current account adjustment
process.
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CARI ISLEMLER ILE BELIRLEYiICILERI ARASINDAKI ETKILESIM VE ENFLASYON
HEDEFLEMESININ CARI ISLEMLER DENGESI UZERINDEKI ETKILERI: TURKIYE
ORNEGI

OZET
Calismanin amaci; Tirkiye’de, 1990:1-2006:4 dénemi ig¢in, c¢eyrek
y1l zaman serisi verileri kullanimiyla cari islemler dengesi 1ile
belirleyicileri arasindaki etkilesimi ortaya koymak ve enflasyon
hedeflemesi politikasinin cari islemler dengesi Uzerindeki etkilerini
analiz etmektir. Calismada, degiskenler arasindaki dinamik iliskileri
ortaya koymak idzere VAR modeli uygulanmistir. Model’de, cari islemler
dengesinin GSYIH’ya orani ve cari islemlerin standart belirleyicileri
olan; reel GSYIH biiyime orani, ihracatin ithalati karsilama orani,
disa ac¢iklik diizeyi, ABD reel biylime orani, finansal derinlesme, reel
doviz kuru, ulusal kriz endeksi ve reel faiz farkliliklari degiskenler
olarak kullanilmistir. Etki tepki fonksiyonlari ile varyans ayristirma
analizleri s6z edilen makro ekonomik degdiskenlerin cari islemler
bilancosu dizeltim slirecinde Onemli role sahip olduklarini ortaya
koymaktadir.
Anahtar Kelimeler: Cari Islemler Dengesi, Enflasyon Hedeflemesi,
VAR Analizi, Cari Islemler Dengesi
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