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There was a 29% decrease in the sales of sewing machines in 2004. There were
increases in the sales of the other selected durable consumer goods. The highest
rate of increase in the sales of durable consumer goods in 2004 was in the sales of
videos at 885.4%. It was followed by increases in sales of music sets at 157%, of
washing machines at 106.6%, of trucks at 62.6%, of automobiles at 57.2%, of pickup trucks at 53%, of vacuum cleaners at 43.9%, of tractors at 34.3%, of television
sets at 34.2%, of midibuses-minibuses at 31.7%, of refrigerators at 26.5%, of ovens
at 22% and of buses at 5.9% (Table 26).

b.3. Energy
The added value of the energy sector increased 7.6% in the first quarter, 9.1% in
the second quarter, 3.4% in the third quarter and 4.5% in the fourth quarter of
2004. There was a 6.1% increase in the added value of the energy sector in
2004.
The energy sector production increased 6.5% in the first quarter, 8.4% in the second quarter, 7% in the third quarter and 5.6% in the fourth quarter of 2004. The
rate of increase in production of the energy sector, which was 8.5% in 2003,
regressed to 6.8% in 2004. There was a 10% increase in the public sector energy
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production and a 4.3% increase in the private sector energy production (Table 27).

Of the electricity production in 2004, 38.8% was obtained from the natural gas fueled power plants, 32% was from the hydraulic power plants, 14.5% was from the
lignite fueled power plants, 7.6% was from the hard coal fueled power plants, 6.9%
was from the fuel power plants, 0.1% was from the biogas-waste fuel power plants
and 0.1% was from the geothermal-wind energy power plants. The total energy production increased 8.1% and rose from 140,580 GWH to 152,000 GWH (Table 28).
The gross electricity energy consumption increased 7.3% in 2004 compared to the
previous year and rose from 141,151 GWH to 151,400 GWH. Of this, 21.5% was
consumed in housing, 7.7% in businesses, 3.4% in official offices, 3.8% in street
lighting, 39.1% in industry and 5.7% in other sectors. Of the total consumption,
18.8% is composed of losses.
The shares of electrical energy consumption used by housing and the industrial sector within the total electrical energy consumption increased and the shares of the
electrical energy consumption used by businesses, official offices and general lighting decreased (Table 29).
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c. Services
Trade
The volume of transactions of the commodity exchanges increased 28.8% in 2004
compared to the previous year and rose from 32,280.2 trillion TL to 41,573.5 trillion TL. There was a 15.9% increase in real terms in the volume of transactions of
the commodity exchanges (Table 30).

As of the selected commodity exchanges in 2004, the commodity exchange with
the highest volume of transactions was the ‹stanbul Commodity Exchange with
6,427.2 trillion TL. It was followed by the Commodity Exchanges of ‹zmir with
2,668.1 trillion TL, Adana with 1,712.6 trillion TL and Adapazar› with 1,439.5 trillion
TL. The volume of transactions compared to the previous year increased the most
at the Commodity Exchanges of Malatya at 436.4%, of Giresun at 134.1%, of
Adapazar› at 124.6% and of Kayseri at 70.6% (Table 31).
A total of 40,919 companies with a total capital of 4,821 trillion TL were established
in 2004. Of these, 98 were collective companies, 2 were limited partnership
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companies, 36,647 were limited companies, 2,767 were corporations and 1,405
were cooperatives. There was a 26.8% increase in the number of companies established and a 67.8% increase in the amount of capital compared to 2003 (Table 32).
A total of 7,660 companies were closed down in 2004. Of these, 195 were collective companies, 21 were limited partnership companies, 6,132 were limited companies, 953 were corporations and 359 were cooperatives. There was a 40.9%
increase in the number of companies closed down in 2004 compared to the
previous year (Table 33).
The number of real persons who registered businesses in 2004 increased 25% compared to 2003 and rose from 33,337 to 41,665. The number of real persons who
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discontinued businesses in 2004 increased 17.1% and rose from 15,259 to 17,868
(Table 34).

A total of 965,000 checks in 2004 turned out to be bad and 590,000 negotiable
instruments were protested. The amount of negotiable instruments protested
increased 82% in current prices and became 1,652.3 trillion TL (Table 35).
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Tourism
The number of foreigners coming to Turkey in 2004 increased 25.7% compared to
the previous year and rose to 17,548,000 persons. The number of citizens going
abroad increased 23.7% and rose to 7,289,000 persons (Table 36).

Of the total 17,548,000 foreigners who came to Turkey, 16,835,000 were
tourists and 713,000 came for the day. Of the total 7,289,000 citizens who went
abroad, 7,184,000 went as tourists and 105,000 went with the objective of pilgrimages (Table 37).
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The tourism revenues increased 20.3% in 2004 compared to the previous year and
rose from US$13,203 million to US$15,888 million. The tourism expenses increased
19.5% and rose from US$2,113 million to US$2,524 million. The net tourism revenues
increased 20.4% and rose from US$11,090 million to US$13,364 million (Table 38).

The loans allocated to the tourism sector by the Turkish Development Bank, which
were 168,000 billion TL in 2003, decreased 50,000 billion TL in 2004. The payments made increased from 21,000 billion TL to 75,000 billion TL (Table 39).
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Transportation
In 2004, highways preserved their importance in domestic passenger and cargo
transports, airways in the international transport of passengers and seaways in the
international transport of cargo. There was an increase of 6.2% in domestic passenger transports and a 48.5% increase in the international transport of passengers in
2004 compared to 2003. There was a 6.4% increase in domestic cargo transports
and a 12.2% increase in international cargo transports (Table 40).

Of the domestic passenger transports, 94% were made by highways, 3% by railroads, 0.4% by seaways and 2.6% by airways. Airways preserved their importance
in the international transport of passengers in 2004 and data could not be obtained
on passenger transports by seaways.
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Of the domestic cargo transports, the share of highways was 90%, of railroads 5.4%,
of seaways 3% and of pipelines 1.6%. Of the international cargo transports, 0.1%
was made by railroads, 98.9% by seaways, 0.1% by airways and 1% by pipelines.

3. Investments
The public sector fixed capital investments increased 13.7% and rose from 17,616
trillion TL to 20,028 trillion TL. The private sector fixed capital investments
increased 54% and rose from 39,808 trillion TL to 61,312 trillion TL. The total fixed
capital investments increased 41.6% and rose from 57,424 trillion TL to 81,340 trillion TL (Table 41).

There was a 2.3% increase in the public sector fixed capital investments, a 38.6%
increase in the private sector fixed capital investments and a 27.5% increase in the
total fixed capital investments, which are calculated in real terms according to the
Wholesale Goods Price Index.
The share of the public sector fixed capital investments within the total fixed capital investments was 24.6% and the share of the private fixed capital investments was 75.4%.
Of the public sector fixed capital investments, 45.5% were realized by the general and
supplementary budget organizations, 17.8% by the SEEs, 1.9% by the ‹ller Bank, 31.9%
by the local administrations, 2.1% by the revolving fund organizations, 0.7% by the social security organizations and 0.1% by the funds.
In 2004, the share of the agricultural, manufacturing and transportation-communications
sectors within the private sector fixed capital investments increased and the share of the
mining, energy, tourism, housing, education and health sectors decreased (Table 42).
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The most dominant sector within the private sector capital investments was the
manufacturing sector with a share of 42.3%. It was followed by the transportationcommunications sector with a share of 21% and the housing sector with a share of
11.8%. The sectors in which the private sector made the least investments were the
education sector at 1.4%, the energy sector at 1.7%, the mining sector at 1.9% and
the agricultural sector at 3.4%.
54
60th GENERAL ASSEMBLY

ECONOMIC REPORT 2004

The Union of Chambers and Commodity Exchanges of Turkey

The shares of the agricultural, mining, manufacturing, transportation-communications, housing and health sectors within the public sector fixed capital investments
increased and the shares of the energy, tourism and education sectors decreased.
The transportation-communications sector with a 31.3% share, the energy sector with
a 16% share and the education sector with an 11.5% share were the most dominant
sectors within the public sector fixed capital investments and the tourism sector with
a 0.6% share, the housing sector with a 1.1% share and the mining sector with a 1.7%
share were the sectors in which the public sector made the least investments.
The shares of the agricultural, mining, manufacturing and transportation-communications sectors increased within the total fixed capital investments and the shares
of the energy, tourism, housing, education and health sectors decreased.
The total area of buildings for which a construction license was given in 2004
increased 47.4% compared to 2003 and rose from 45,516,000 m2 to 67,093,000
mm2. The construction area of office (business) buildings for which a construction
license was given dropped 5.1% and decreased from 1,556,000 m2 to 1,476,000
m2. The construction area of housing purpose buildings with one apartment
increased 29.6% and rose from 3,091,000 m2 to 4,005,000 m2. The construction
area of housing purpose buildings with two or more apartments increased 53.1%
and rose from 29,421,000 m2 to 45,040,000 m2. The construction area of buildings,
such as hotels, etc. increased 12.9% and rose from 1,526,000 m2 to 1,723,000 m2.
The construction area of wholesale and retail trade buildings increased 38.4% and
rose from 3,029,000 m2 to 4,193,000 m2. The construction area of industrial buildings
and depots increased 44.9% and rose from 4,863,000 m2 to 7,049,000 m2. The
highest share of the total construction area of the buildings for which a construction
license was given was 67.1% for the housing purpose buildings with two or more
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apartments. It was followed by industrial buildings and depots at 10.5%, wholesale
and retail trade buildings at 6.2% and the housing purpose buildings with one apartment at 6% (Tables 43, 44).

The total construction area of the buildings for which a building utilization license
was given decreased 2.4% and regressed from 30,937,000 m2 to 30,200,000 m2.
The construction areas of office (business) buildings increased 10.6% and rose from
656,000 m2 to 725,000 m2. The construction area of industrial buildings and depots
increased 27.5% and rose from 2,561,000 m2 to 3,264,000 m2. The construction
area of the housing purpose buildings with one apartment decreased 18.6% and fell
from 2,927,000 m2 to 2,383,000 m2. The construction area of the housing purpose
buildings with two or more apartments decreased 1.3% and dropped from
20,542,000 m2 to 20,284,000 m2. The construction area of buildings, such as
hotels, etc. decreased 5.8% and fell from 714,000 m2 to 673,000 m2. The construction
area of wholesale and retail trade buildings decreased 18.7% and dropped from
2,201,000 m2 to 1,789,000 m2. The highest share within the total construction area
of the buildings for which a construction license was given was 67.2% for the housing
purpose buildings with two or more apartments. It was followed by industrial buildings
and depots at 10.8%, housing purpose buildings with one apartment at 7.9% and
wholesale and retail trade buildings at 5.9% (Tables 45, 46).
56
60th GENERAL ASSEMBLY

ECONOMIC REPORT 2004

The Union of Chambers and Commodity Exchanges of Turkey

57

The investment amount connected to an incentive certificate in 2004 decreased
17.8% compared to 2003 and dropped from 26,164.4 trillion TL to 21,496.7 trillion
TL. There was a decrease of 26% in real terms in the investments connected to an
incentive certificate (Table 47).

The incentives given to the energy sector increased 109.2% and rose from 495 trillion
TL to 1,035.4 trillion TL. The incentives given to the mining sector increased 68.9%
and rose from 356.1 trillion TL to 601.3 trillion TL. The incentives given to the agricultural sector increased 12.6% and rose from 330.2 trillion TL to 371.8 trillion TL. The
incentives given to the manufacturing industry sector increased 1.2% and rose from
13,195.5 trillion TL to 13,347.9 trillion TL. The incentives given to the services sector
decreased 47.9% and dropped from 11,787.6 trillion TL to 6,140.4 trillion TL.
The manufacturing industry sector was in first place with a 62.1% share within the
investments connected to an incentive certificate in 2004. The share of the services
sector was 28.6%, the share of the energy sector was 4.8%, the share of the mining
sector was 2.8% and the share of the agricultural sector was 1.7%. The shares of
the agricultural, mining, manufacturing industry and energy sectors increased
compared to 2003 and the share of the services sector decreased.
In 2004, a total of 4,078 incentive certificates were given and it was aimed to
create employment for 167,640 persons.
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Of the investments connected to an incentive certificate, a 54.9% portion was for
completely new investments. It was followed by expansion investments at 30.4%,
renovation investments at 4.9% and completion investments at 4.4%. The total of
the 2,008 incentive certificates given for completely new investments was
11,801.5 trillion TL. The total of the 1,227 incentive certificates given for expansion
investments was 6,532 trillion TL. The total of the 252 incentive certificates given
for renovation investments was 1,043.9 trillion TL. The total of the 129 incentive
certificates given for completion investments was 945.8 trillion TL. There was a
decrease in the totals of the incentive certificates given for completely new
investments, completion, modernization, integration, financial leasing and product
diversification investments compared to 2003 and there was an increase in the
total of the incentive certificates given for other investments. No incentive
certificates were given within the scope of environmental protection (Table 48).
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The first three places within the investment incentive certificates for a total of
21,496.7 trillion TL given in 2004 were received by the Marmara Region at 8,704.2
trillion TL (40.5%), the Central Anatolian Region at 3,572.2 trillion TL (16.6%) and
the Aegean Region at 2,653.7 trillion TL (12.3%). The Eastern Anatolian Region was
the region where the investments connected to an incentive certificate were the
least at 540.9 trillion TL (2.5%) (Table 49).

B. MONETARY AND FINANCIAL DEVELOPMENTS
1. Price Trends and Inflation
The stability program implemented at the beginning of 2002 aimed to decrease
the TEFE and TÜFE inflation to the level of 12% in a three-year period and subsequently to reduce it to single-digit levels. A greater success than expected was
obtained in the fight against inflation in 2002 and 2003 with the influence of the
monetary policy, the fiscal policy and the structural reforms implemented. The
rates of inflation were realized below the levels targeted. It was envisaged that
the TEFE and TÜFE inflation would be 12% in 2004 within the framework of the
stability program.
Continuing to implement the monetary and fiscal policies with determination, the
legislation materialized, the increasing environment of trust related to price stability being realized, having no pressure that would coerce prices in domestic
demand, the increases occurring in productivity and investments raising the level
of production of the economy, the decrease in the exchange rate changes
connected to the fluctuating foreign currency exchange rate of the Turkish Lira,
the Turkish Lira gaining stability, positive developments in cost factors, such as
energy prices and unit wages, determining the pricing policy according to the
targeted inflation and the price increases of some sectors and consumer groups
regressing to a significant extent, provided positive contributions to the lowering
of inflation during the year.
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The drop in inflation, which started in 2002, also continued in 2003 and subsequently in 2004 as well. The price increases on an annual basis in the TEFE, which
were at 9.1% in February, were reduced to the single-digit level for the first time
since 1970 and in the TÜFE, which were at 8.9% in May, were reduced to the
single-digit level for the first time since 1983.
The rate of increase of the Wholesale Goods Price Index decreased 0.1 points compared to the previous year and dropped to 13.8%, but still it was realized 1.8 points
above the 12% target envisaged at the beginning of the year. According to the
twelve-month averages, the TEFE rate of increase, which was 25.6% in 2003,
decreased 14.5 points in 2004 and dropped to 11.1% (Tables, 50, 51).
The twelve-month price increase in the public sector, which was 11.4% in 2003, rose to
19.5% in 2004. The price increase in the private sector, which was 14.9%, was reduced
to 11.7%. According to the twelve-month averages, the price increase rates fell from
24.7% to 11.2% in the public sector and fell from 25.9% to 11% in the private sector.
According to the twelve-month averages, the highest price increase rate as of sectors was in the agricultural sector at 13.6%. It was followed by the manufacturing
industry sector at 11% and the mining sector at 10%. There was a 1% drop in the
energy sector prices. The private sector manufacturing industry price increase rate,
which is defined as core inflation, became 9.7%.
The twelve-month consumer prices rate of increase, which was 18.4% in 2003,
dropped 9.1 points in 2004 and regressed to 9.3% and remained 2.7 points below
the 12% target envisaged. According to the twelve-month averages, the TÜFE rate
of increase, which was 25.3% in 2003, dropped 14.7 points in 2004 and regressed
to 10.6% (Table 52).
In general in 2004, the annual price increase rate in the goods group remained under
the TÜFE inflation. However, in the services group the annual price increase rate
increased above the TÜFE inflation and the annual target due to rigidity in the prices.
According to the twelve-month averages as of main spending groups, price increases
in the food, alcohol and tobacco, clothing and shoes, household goods, health,
transportation, culture and entertainment sub-sectors remained below the TÜFE
general index rate of increase. The price increases in housing, education, restaurant,
bakery and hotel expenses were realized above the TÜFE general index rate of
increase. The highest rate of price increase was in the restaurant, bakery and hotel
expenses at 19.6%. It was followed by increases in education at 18.6% and in housing
at 15.3%. The lowest rates of price increases were 2.1% for household goods, 3.9%
for clothing and shoes and for culture and entertainment expenses.
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2. Money, Banks and Capital Market
Money, Banks
The monetary policy strategy, which would be implemented during the year, was
announced at the beginning of 2004. It was announced that in 2004 as well, the
covered inflation targeting strategy, which focuses on inflation in the next period,
under the fluctuating exchange rate regime, which has been continued since the
beginning of 2002, would be continued. Within this framework, the monetary
magnitudes would also be taken into account, but it was expressed that priority
would be given to the inflation to be realized being close to the targeted level. The
short-term interest rates continued to be the basic monetary policy instrument and
the monetary base was once again given an additional anchor function.
In the Letter of Intent given to the IMF on 31 October 2003 related to the sixth
review of the standby agreement, performance criteria for 2004 were specified for
the monetary base and the net international reserves and targets having the attribute
of indicators were specified for the net domestic assets. In case there was strong
evidence about there being a change in the demand related to the monetary base,
then it was emphasized that the targets of the program would be changed accordingly.
Within this framework, the Central Bank, on the one hand, implemented a monetary
strategy aimed at meeting the annual inflation target at the level of 12% by using
the short-term interest rates as a basic policy instrument and on the other hand, it
closely followed the monetary performance criteria and the targets having the
attribute of indicators, which were determined within the framework of the economic
program being carried out with the IMF and took the necessary measures.
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