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Strategically ensconced between the European West and the Islamic East, Turkey is a country of just over 72 million people -- roughly twice the population of California. The unheralded "economic tiger" of emerging markets, Turkey grew at an average rate of 7.5% between 2002 and 2006, faster than any other OECD country in the past five years. In 2000, Turkey's GDP stood at $250 billion. Today, it has reached $600 billion. According to Forbes magazine, Istanbul, Turkey's financial capital, boasts an eye-popping 34 billionaires. That puts it fourth in the world behind Moscow, New York City, and London, ranking it ahead of Asian and U.S. giants like Hong Kong, Los Angeles, Mumbai, San Francisco, Dallas and Tokyo. 


A Remarkable Economic Turnaround... 

As with Brazil, global investors used to joke that "Turkey is the country of the future, and always will be." Saddled with 80%-plus inflation rates and macroeconomic policy reminiscent of Latin America in the 1970s, Turkey was a poster child for economic instability throughout much of the 1990s. It was remarkably reliable in only one (unflattering) way. Sure as day follows night, you could always count on Turkey's economy -- and stock market -- to blow up on a regular basis. 

That all has changed over the last decade. Since its last serious, domestically induced economic crisis in 2001, Turkey has been run by a largely pro-business, single-party government headed by Prime Minister Recep Tayyip Erdogan. And the ensuing political and economic stability has altered the country's investment landscape beyond recognition. 

On the political front, Erdogan's Neo-Islamist Justice and Development party has a publicly stated goal of joining the European Union. Although more cosmopolitan Turks are less than enamored with the party's political leanings, Erdogan's reforms have reversed decades of corruption, economic instability and a disturbing authoritarian streak in government. And on the economic front, IMF-backed reforms implemented after the 2001 financial crisis introduced wide-ranging structural changes, including cuts in government spending, acceleration of privatization and introduction of corporate tax cuts. 

The results of these reforms have been impressive. After decades of double-digit percentage increases, core inflation in Turkey hovers around 5% -- the lowest levels since 1970 and close to the IMF-agreed target of 4%. According to investment bank Morgan Stanley, Turkish labor productivity has risen by 42.5% between 2002 and 2008. Business investment spending has jumped by 120%. Corporate profitability has soared. Even more remarkable is that Turkey's record growth has been achieved against the head wind of tight monetary policy, with real interest rates substantially higher than in other OECD countries. 

Over the past few years, Turkey also has enjoyed an unprecedented inflow of foreign direct investment (FDI). The $10 billion that poured in during 2005 was more than during all of the years of the previous decade combined. This doubled to $22.1 billion by 2007 before dropping back to $17.7 billion in 2008. Much of the FDI boom reflects foreign investors' optimism that Turkey is set for a sustained period of economic growth and structural reform. Increased FDI and foreign ownership also generally mean more effective corporate governance, better transparency, and improved implementation of existing laws. 

In many ways, Turkey weathered the credit crunch better than other emerging economies. Partly thanks to tough regulation, not a single Turkish bank has gone under. Unlike many Western banks, they have few toxic assets and limited mortgage exposure. By Q4 of 2009, the Turkish economy grew at an annual rate of 6%, as Germany and France, the two largest export markets for Turkey in the euro-zone, recovered. 

Turkey: A Volatile Ride for Investors... 

U.S. retail investors have not been able to invest in the Turkish stock market as a whole until recently, with the iShares MSCI Turkey Invest Mkt Index (TUR) only launched in June 2008. Over the past 12 months, this ETF is up 132.4%. 


iShares MSCI Turkey Invest Mkt Index (TUR) versus the S&P 500 over 12 months



But as impressive as this one-year chart versus the S&P 500 looks, it masks some stomach-churning volatility, including a close to 20% drop in the market in the last weeks of January and early February. But after enduring another sharp pullback in early March after the news of the arrest of some military officials who plotted a coup back in 2003, the Turkish market is back on track, recently breaking out to new highs. 

But therein lies an important lesson if you invest in Turkey. Although it has gotten its macroeconomic act together, Turkey will always test your investment mettle. Strap yourself in, and hang on for the ride. 
(9-28-10)
*Nicholas Vardy is the Editor of The Global Guru, Washington, DC


                                               The State Department Lets Israel Define 
                                The National Identity of Palestinian-Americans

                                                               Ahmed Moor*


It occurred to me recently that I ought to try to gain entry into the West Bank. As a Gaza-born Palestinian with dual American citizenship, I regularly travel using my American passport without any problems. I thought I'd do some due diligence before committing, so I pulled up the State Department's Bureau of Consular Affairs webpage to see what sort of preparations I had to make to fly into Tel Aviv's Ben Gurion airport.

Before I launch into the content of the site, I want to highlight some formatting and visuals. The page is entitled, "Israel, the West Bank and Gaza: Country Specific Information." Whatever the nattering ninnies at the top may say, the bureaucrats have it right: Israel, the West Bank and Gaza represent one control system – and therefore, one political (if dysfunctional and fragmented) unit. Just as significantly, the map on the page asterisks both Gaza and the West Bank with a footnote that reads in part, "Israeli-occupied." Well, so much for Sharon's disengagement.

The site tells us that the American government "seeks equal treatment and freedom to travel for all American citizens regardless of national origin or ethnicity." Excellent! Go America!
Wait, there's more. Just a few more lines into the text we learn that, "American citizens whom Israeli authorities suspect of being of Arab or Muslim origin are likely to face additional, often time-consuming, and probing questioning by immigration and border authorities, or may even be denied entry into Israel [italics mine]."

Well, this is problematic. A government that America wet-nursed now reserves the right to discriminate against Americans on the basis of race and religion. But let's be reasonable. Israel has a special history of violence and security requirements. And, while all Muslims may not be terrorists, all terrorists are Muslims –Timothy McVeigh, the Tax-me-not terrorist and these guys notwithstanding. And this is Israel, and there is no light between us.

I continued to read down the page: "It is possible that Israeli authorities would consider as Palestinian anyone who has a Palestinian Identification number, was born in the West Bank or Gaza, or was born in the United States but has parents or grandparents who were born or lived in the West Bank or Gaza. Any such U.S. citizens may be required to travel to Israel using their Palestinian Authority passport, regardless of whether they hold the U.S. citizenship… Individuals who hold a Palestinian Authority ID, as well as persons judged by Israeli authorities to have claim to a Palestinian Authority ID by virtue of ancestry, will be considered subject to Israeli law and to regulations that Israel applies to residents of the West Bank and Gaza, regardless of whether they also hold U.S. citizenship [italics mine]."

This is important. Basically, the American government, by continuing to maintain diplomatic relations with Israel, is ceding American-identifying authority to the Israeli government. Put differently, within a circumscribed geographical space, the Israeli government gets to decide who is an American and who is a nigger-- excuse me, a Palestinian.

Here's an important jurisdictional question: Does this provision also permit the Zionist state to kidnap Palestinian-Americans from foreign cities? Or do they cease to be Americans only when they're in or on the border of Palestine/Israel?

In effect, this provision also limits the capacity of the American government to fill vacancies on a race-blind basis. For instance, I could never be the American ambassador to Tel Aviv. Neither my children, nor my grandchildren could fill that post in the future. Paradoxically, if they were born in the United States itself, they could be the president, but not ambassador to Israel. Imagine for a moment that South Africa was still an apartheid state and Barack Obama has just been elected president – how embarrassing for everyone, having to confront racism upfront like that. (9-28-10)
*Ahmed Moor is a Gaza-born Palestinian-American freelance journalist who lives in Beirut.
