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1. INTRODUCTION 

The r elationship, w hich ha s be en going on be tween T urkey and E uropean U nion ( EU) fo r 
fifty years, reached an i mportant s tage in t he p eriod of  2000  – 2012 despite some di sputes 
during these years. After the establishment of the European Economic Community (EEC) in 
1958, an application to become a full member of the EEC was made by Turkey on 31 J uly, 
1959. O n t his r equest, t he l evel of  T urkey’s de velopment ha d not  be en f ound a dequate t o 
fulfil the requirements for a full membership. Thus, a partnership agreement, which would be 
valid unt il t he r ealization of  a ll E EC m embership c onditions, w as s igned i n A nkara on 12  
September, 1963 a nd t ook e ffect on 1 December, 1964. 1 With t he A nkara A greement, a 
three–stage process was envisaged for an integration of Turkey in the EEC. The first stage of 
this pr ocess w as s pecified a s t he pr eparatory s tage a nd ended b y e ntering i nto f orce of  t he 
Additional Protocol in 1973. The second s tage was determined as the t ransitional s tage and 
experienced s low de velopment due  t o t he e conomic a nd pol itical di fficulties of  t he 1970 – 
1980s. The third stage (final stage) was initiated with the establishment of a Customs Union 
(CU) b etween T urkey and t he E uropean C ommission.2 After t he C ustoms U nion ( CU) 
between Turkey and the EU came into effect in 1996, and Turkey was granted EU candidate 
country s tatus i n Helsinki on 11 D ecember, 1999, a  ne w di mension was gained through 
economical and p olitical in tegration of Turkey within the E U. A t t he Helsinki E uropean 
Council Summit on 16 – 17 December, 2004, i t was stated that Turkey sufficiently fulfilled 
the pol itical c riteria, a nd w as p roposed t o s tart a ccession n egotiations on 3 O ctober, 20 05. 
Thus, an important step was achieved towards full membership in the EU by Turkey.3

With the accession negotiations beginning on 3 O ctober, 2005, t he Turkish financial market 
had a lso been affected as by a  l arge number of  sectors in Turkey. Political and economical 
criteria, such as  Copenhagen and Maastricht c riteria, have been attempted to be fulfilled by 
Turkey and the other candidate countries, which became a m ember of the EU and joined the 
economic and monetary union. Due to these criteria, the f inancial relations between Turkey 
and t he E U ha ve b een redesigned a nd t aken a  different di rection on t he g lobal f inancial 
markets.

  

4 With the focus on the relations between Turkey and the EU, various regulations and 
arrangements have been implemented for Turkish financial markets and banking sectors. The 
rules relating to the authorities, activities, and controls have been designated with EU acquis 
in th e f ield o f financial services. A ccording to  t hese, activities o f financial in stitutions a re 
carried out in compliance with the country’s own principles by providing services within the 
scope of  t he E U.5

                                                
1 See Uysal, C. (2001), “Historical Evolution of Turkey – European Union Relations and Recent Developments”, 
Akdeniz İ.İ.B.F (1), pp. 141 – 142.  

 The financial s ectors i n t he E U s hould be  m anaged a ccording t o t he 

2 See Turkish Republic Prime Ministry State Planning Organisation (2004), “The Likely Effects of Turkey’s 
Membership Upon the EU”, http://ekutup.dpt.gov.tr/ab/uyelik/etki/olasi-i.pdf, p. 5.  
3 See Bilgili, E. (2006), “Türkiye’nin Üyeliğinin Avrupa Birliği Bütçesine Muhtemel Etkisi”, Ç. Ü. Sosyal Bilimler 
Enstitsü Dergisi, Vol. 15, No. 2, p. 63.  
4 See Karluk, R. and Ö. Tonus (2004), “Avrupa Birliği'nin Genişleme Perspektifinde Türkiye'nin Yeri”, Türkiye 
İktisat Kongresi, pp 9 – 12.  
5 See Commission of the European Communities (2005), “Turkey 2005 Progress Report”, Brussels, SEC (2005) 
1426, COM (2005) 562 final, p. 70.  
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principle of  a  s ingle m arket. T herefore, t he E U acquis of  E U c ountries in t he f ield of  t he 
financial sectors should be adopted and applied by Turkish financial markets due to Turkey’s 
EU candidacy.6

Due to certain constraints and concerns about specific topics, the integration of Turkey in the 
EU has been interrupted after the 2008 global financial crisis and 2010 – 2012 debt crises in 
the Euro Area. During the period of 2008 – 2012, there have been very important economic 
developments i n G lobal a nd E uropean f inancial m arkets. T urkey’s obj ective t o be  a full 
member of the E U ha s be come m ore i mportant to political and economical in terests o f th e 
EU. During this pe riod, Turkey’s e conomy h as developed, in comparison to t he global and 
European financial markets. This indicates why Turkey is in need in of the EU membership 
especially i n respect t o i ts economy: to create a more ef fective an d i mportant g lobal f orce 
through the presence within the EU. Therefore, this paper is prepared to examine and analyze, 
why the development of the Turkish financial market and banking sector is very important for 
both t he EU and T urkey in r egards t o t he e conomy. In a ddition, the advantages an d 
disadvantages of Turkey joining the EU are critically discussed for both the EU and Turkey.        

  In this context, the effects of the accession negotiations to Turkey’s financial 
market s hould be  r eanalyzed a nd c onsidered i n de tailed. In t his pa per, t he de velopment 
analyses of the Turkish financial market and banking sector are discussed in detail, focusing 
on Turkey’s potential EU membership.     

In the second part of this paper, the Global–European and Turkish f inancial markets during 
the period of 2000 – 2012 will be discussed, visually supported by various tables and charts in 
order to broadly show the ef fects of the Turkish f inancial market development on Turkey’s 
potential EU membership. However, Global–European and Turkish financial markets during 
the period between 2000 and 2012 can be chronologically divided into three categories: 2000 
– 2006, 2007 – 2010, a nd 2011 – 2013. Although the b anking sector i s examined in de tail 
within the f inancial markets category, the third category also discusses the Turkish banking 
sector, particularly focusing on its current structure during Turkey’s Accession to the EU. In 
this paper, a discussion of the Turkish banking sector, during the 2000 – 2010 periods, will 
shed l ight on  t he de velopments of t he financial m arkets as  a w hole in or der to f ocus on 
Turkish financial markets in general. In the fourth part of this paper, the recent developments 
and steps t o b e t aken i n t he f uture in the Turkish f inancial m arket and ba nking s ector, in 
relation to Turkey’s possible accession to the EU, are evaluated by the recommendations and 
discussions of this master thesis’ analysis. In the last part, a short summary regarding the main 
topic of master thesis is introduced in general. 

 

 

 

                                                
6 See Yılmaz, H. (2011), “AB Müktesebatının Türkiye'nin Finansal Düzenlemeleri Üzerindeki Etkisi: 1998 – 2008 
AB Belgeleri Bağlamında Bir Değerlendirme”, The Journal Accounting and Finance, Issue:49, ISSN 1304–0391, 
January 2011, p. 100. 
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5. CONCLUSION AND OUTLOOK 

After the negotiations between the EU and Turkey were accepted to start on 3 October 2005, 
the responsibilities that need to be taken within the framework of the EU acquis were acquired 
by Turkey. The developments towards meeting the Copenhagen economic cr iteria exhibited 
by t he c andidate s tates, such a s h aving a  f unctioning m arket economy, a nd t he capacity t o 
cope with competitive pressure and market forces within the economy of the EU, are followed 
and evaluated by the European Commission. Due to the importance o f this economic issue, 
which i s one o f the most important c riteria that must be fulfilled b y the candidate s tates in 
terms of the EU accession negotiations, the developments regarding the financial market and 
banking sector in Turkey are followed closely by the EU. The EU acquis of the EU countries 
in t he f ield of  t he f inancial s ectors s hould be  a dopted a nd a pplied b y the T urkish f inancial 
market due to Turkey’s EU candidacy. Therefore, the developments on the Turkish financial 
market and T urkish banking s ector a re di scussed w ith a f ocus o n Turkey’s pot ential 
membership in the EU.        

The T urkish f inancial market and b anking s ector w ere a ffected n egatively b y the 2000 
liquidity crisis and 2001 currency crisis. The main causes of the crises in 2000 and 2001 were 
the overvalued Turkish Lira, current account deficit being over a critical limit, lack of capital 
in the financial sector, open positions on the market, the size of the public banks’ duty losses, 
and especially increases in the currency and interest rate risk of the financial sector. After the 
economic crises of 2000 and 2001 in Turkey, the Turkish banking sector and financial market 
were restructured in order to be less affected by the crises and be able to adopt the system in 
the EU. In this context, the size of the Turkish financial sector, with the Turkish Central Bank 
and the ISE market capitalisation, was increased by 20.2% and remained at NTL 564.7 Billion 
in 2006 . The ba nking s ector was made u p a t otal 86.7% of  t he Turkish financial s ector. 
Between 2007 and 2010, the asset size of the Turkish financial sector gradually increased, due 
especially to the positive developments in the Turkish banking sector, and a level of 1.3 Billion 
TL was reached in the asset size of Turkey’s financial sector, despite the mortgage cr isis and 
financial tu rmoil on t he global f inancial m arkets. In t he pe riod between 2011 a nd 2012, t he 
share of banks in asset size of the Turkish financial sector increased from 1217.6 B illion TL 
in 2011 t o 1308.5 B illion TL in September in 2012, in line with the increase in the share of 
CBRT. The rate of ISE capitalisation was increased by 10% to 507.6 Billion TL in the third 
quarter of 2012, despite shrinking by 19.3% in nominal terms at the end of 2011. In 2012, the 
growth pe rformance a nd t he s trong s tructure i n the T urkish ba nking sector moved 
increasingly upward. With the full implementation of Basel II in the Turkish banking sector, 
the cap ital ad equacy ratios of  t he ba nks i n T urkey remained a t a  hi gh l evel a nd t he s trong 
structure in  p rofitability o f the T urkish b anking s ector conserved s tability. In 2012, the 
Turkish f inancial an d capital m arkets w ere positively a ffected b y the general u pward 
performance i n t he ISE that w as one  of  t he m ost i mportant s tock e xchanges o n t he w orld 
markets, ma intaining the h igh–yield a s of  20 12, despite a  l ow de cline i n t he growth 
performance of the ISE in 2012 as compared to 2011. In the period between 1986 and 2012, 
the total traded volume of the ISE increased gradually from 8.7 Thousand TL in 1986 to 568 
Billion TL in 2012.  
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In 2012, t he trading volume in the TurkDex was realized as being at 40 Billion TL, the total 
number of contracts in the TurkDex was realized at about 5 million units, and the number of 
open pos itions a t 391 t housand uni ts. During the s ame pe riod, the total trading amount f or 
gold i n t he IGE decreased in 2012 b y 37 % i n t erms of  T L/kg, as  compared t o 2011, and 
trading volume f or gold i n t he IGE also d ecreased b y 3 7% i n t erms o f T L/kg, despite an  
increase by 40% in terms of USD/ounce. 

In the Turkish non–banking f inancial sector, the upward t rend in total assets of the Turkish 
financial l easing s ector increased f urther b y 8%  i n 2012 . T he t otal as sets o f the Turkish 
factoring sector rose gradually from 14.5 Billion TL in 2010 t o 16.3 Billion TL in the third 
quarter of 2012. The total assets of the Turkish consumer financing sector increased gradually 
from 6.1 Billion TL in 2010 to 10.6 Billion TL in the third quarter of 2012. The total assets of 
the Turkish asset management sector increased gradually f rom 657.7 Billion TL in 2010 t o 
1013.9 Billion TL in the third quarter of 2012.  

The importance of Turkey’s potential EU membership should be discussed again and revised 
by the EU, which was in trouble due to the debt crisis, in the light of the developments on the 
Turkish f inancial m arket, ba nking s ector, s tock m arket, and non –banking f inancial s ector. 
Due to the economic integration and partnership between the EU and Turkey, the share of the 
EU in Turkey’s total trade was realized in 2012 as being at 40.8%. Despite the debt crisis in 
the EU, the existence of an important global power is still maintained by the EU. The interest 
in Turkey by the EU will be increased further due to the improvements in Turkey’s current 
economic i ndicators, and pos itive e xpectations a nd pr edictions a bout T urkey’s f uture 
economic pr ojections. However, the E U ne gotiation c hapters, especially the economic 
chapter, should b e e xhibited r esolutely and u rgently by T urkey without g etting in to 
complacency. The i mportance of  the E U m embership should thoroughly a ppreciated by 
Turkey. The contributions of  Turkey’s EU membership to the EU should not  be ignored by 
the E U. The gr owth pe rformance i n t he E U, which has an  urgent problem w ith its  a ging 
population, can be accelerated and reinforced by Turkey’s young labour force together with 
the fixed capital stock in Europe. The average GDP per capita in Turkey will be increased by 
the EU me mbership a nd th e to tal e xpenditure in  th e E U w ill also be increased b y t he 
contribution of Turkey that will reach the EU average. The commitment to becoming an EU 
member c ountry should be  de monstrated m ore de terminedly by T urkey, which is a n 
indispensable economic actor with its young population, economic potential, and geographic 
location if it can render permanent economic and political stability without political problems. 
In t he accession ne gotiation be tween t he E U a nd T urkey, t he evaluation d ifferences o f t he 
economic performances by the EU and Turkey should be eliminated to get a more consistent 
progress in EU–Turkey relations. D ue t o t he d ynamic s tructure in the E U, ne w pl ans and 
programs, such as  the EU 2020 S trategy, are constantly generated b y t he E U i n o rder t o 
develop t he s tructure o f t he U nion a nd a ccomplish new ach ievements. T herefore, t he 
available negotiation chapters and new programs in the EU should currently be followed by 
Turkey. A  c ommon g lobal pow er s hould also be urgently created b y t he E U a nd T urkey 
which have s imilar t argets i n t he s ame geographical area i n or der t o e nsure a  political and 
economic balance of power in the global arena.                




