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Summary: The objective of this study is to explain the financial liberalization 
processes in Turkey and Brazil, to analyze the external financial liberalization
processes and the financial integration indices and to compare the develop-
ments in the financial integration indices of Turkey and Brazil during the period 
1980-2013. Our analysis revealed that, on the one hand, Brazil has continued its
external liberalization process since the 1990s, but on the other hand, Brazil
used two main tools to manage the capital flows, namely, capital controls and
liberalization of capital outflows. In contrast, Turkey did not employ these tools
following liberalization of the capital account.
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It has been suggested that in 1980s and 1990s, the liberalization of the capital account 
could contribute positively to the growth performance of emerging market economies 
through such channels as efficient redirection of savings, lower cost of capital and 
encouraging development of the domestic financial sector. Nevertheless, empirical 
studies since 1990s have not found a strong, stable and positive relationship between 
financial liberalization and growth. On the contrary, it has been observed that a blend 
of the volatility inherent in capital flows and the liberalized capital account gave rise 
to new fragilities in developing countries (Yilmaz Akyüz 2011; John Bluedorn et al. 
2013; Barbara Fritz and Daniela Prates 2014; Yannick Kalantzis 2015). Unexpected 
fluctuations in capital flows have led to the emergence of a new concept called capital 
flow management (CFM) (International Monetary Fund 2012), a countercyclical pol-
icy framework that includes three main instruments: (1) capital controls; (2) liberali-
zation of capital outflows to reduce net capital inflows; (3) macro-prudential measures 
(Akyüz 2011; Karl Habermeier, Annamaria Kokenyne, and Chikako Baba 2011).  

In this study, we examine the financial liberalization in Turkey and Brazil. We 
compare the liberalization of the capital accounts in these countries during the period 
of 1980-2013, and we explain the preferences of these countries on capital flow man-
agement. We pick Brazil for comparison with Turkey because both are developing 
countries and Brazil has resorted to various measures, including capital controls, to 
manage capital flows in certain periods.  
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The aim of this study is to explain overall financial liberalization in Turkey and 
Brazil, to analyze, exclusively, the external financial liberalization in these countries 
with the help of the financial integration indices and to compare developments in fi-
nancial integration indices of Turkey and Brazil during 1980-2013. The study is orga-
nized as follows. The first section reviews the related literature. The second section 
describes the analysis and comparison method used in the study. We examine the fi-
nancial liberalization processes in Turkey and Brazil in the third and fourth sections, 
respectively. Finally, we compare the financial integration indices of Turkey and Bra-
zil in the fifth section. Section 6 concludes. 

 
1. Related Literature 
 

Several empirical and quantitative studies have been conducted on financial liberali-
zation processes in Turkey and Brazil since the 1990s. To save space we have only 
reviewed recent studies. 

In their comprehensive study, Korkut Boratav and Erinc Yeldan (2006) ana-
lyzed the effects of financial liberalization on Turkey’s economy in detail. According 
to the authors, financial liberalization contributed to the destabilization of Turkey’s 
economy through four channels. (1) During the financial liberalization process, the 
fragility of the domestic financial system in Turkey increased significantly due to sus-
tained budget deficits. The rise in the public sector borrowing requirement led to higher 
interest rates. Consequently, attractive domestic interest rates drove speculative capital 
flows to Turkey. (2) The growth path of the economy has become more volatile due to 
the newly emerged financial cycle: the cycle of growth-current account deficit-capital 
inflows witnessed throughout the 1980s turned into the capital inflows-growth-current 
account deficit cycle in the 1990s. That is, growth has become dependent on capital 
inflows since the 1990s. Furthermore, the growth rates have become more volatile as 
the time periods between booms and busts within the financial cycles have shortened. 
(3) The outflows related to capital account, in other words, leakages, have increased. 
The authors identified two underlying reasons for the leakages: (i) residents’ registered 
outward capital transfers have increased; (ii) the positive figures registered for the net 
errors and omissions during the 1980s turned into negative figures over the 1990s. The 
authors suggested that the residents’ unregistered capital transfers abroad led to the 
change in the trend. (4) The share of short-term capital flows in total capital inflows 
increased after financial liberalization. This contributed to destabilization of the econ-
omy (Boratav and Yeldan 2006). 

Asuman Oktayer (2009) examined the financial liberalization process in Turkey 
and its effect on financial deepening. She admitted that the financial liberalization 
helped Turkey make significant progress toward financial deepening. However, the 
deterioration in public finance adversely affected the financial deepening process. 
Since the late 1980s, the public sector borrowing requirement has increased as a result 
of the deterioration in fiscal balance. Accordingly, a significant part of the domestic 
savings in the country has been used for budget financing. During this period, the fi-
nancial institutions have used most of the funds they have obtained from domestic and 
foreign financial markets to buy government debt securities. Thus, the domestic finan-
cial markets could not effectively fulfill the function of financing the productive 
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sectors. Contrary to the expectations, a banking sector-public sector relationship has 
developed in the economy instead of a banking sector-real sector relationship. In other 
words, financial resources in the economy could not be efficiently distributed. As a 
result, the financial deepening expected from financial liberalization has not been suf-
ficiently achieved (Oktayer 2009). 

Burcu Kiran and Burak Gÿris (2011) investigated the effects of trade and finan-
cial liberalization on economic growth in Turkey for the period 1992:01-2006:04. The 
authors examined the long-term relationships between the variables with the bounds 
test and causality relations with Toda-Yamamoto causality test. The results showed no 
short-term or long-term relationship between financial openness and growth rate. Fur-
thermore, Toda-Yamamoto causality test results suggested that there was no one-way 
causality relationship from financial openness to growth in Turkey (Kiran and Gÿris 
2011). 

Arif Orcun Soylemez and Ahmet Yilmaz (2012) analyzed the relationship be-
tween capital flows and economic growth in Turkey. In the study, a Seemingly Unre-
lated Regression model was estimated using 1992:Q1-2012:Q2 data. Estimation re-
sults showed that a significant part of economic growth is accounted for by capital 
flows. The authors also conducted a Granger causality test and showed that the capital 
flows Granger-caused economic growth in Turkey. Since the growth rate was found to 
be dependent on the capital flows, it was suggested that Turkey should develop new 
policies to reduce her dependency on foreign capital flows (Soylemez and Yilmaz 
2012). 

Burcu K. Savrul, Halil Ozekicioglu, and Hasan Alp Ozel (2013) examined the 
evolution of financial liberalization in Turkey from a historical point of view. The au-
thors observed that external financial liberalization has initiated a process that led to 
the rise of domestic interest rates and the overvaluation of the Turkish Lira. This pro-
cess has attracted further arbitrage-seeking capital inflows to Turkey and turned into a 
vicious cycle. As a result of the financial liberalization, speculative capital movements 
in Turkey have increased, which has also contributed to new economic vulnerabilities 
such as volatility in growth rates (Savrul, Ozekicioglu, and Ozel 2013). 

Investigating the financial liberalization process in Brazil, Ricardo Gottschalk 
(2004) observed that Brazil undertook a rapid external liberalization reform in the first 
half of the 1990s. He states that Brazil initiated financial liberalization even before it 
maintained price stability and completed other liberalization reforms. Following the 
liberalization of capital account capital inflows surged due to high interest rates and 
privatization programs. Speculative capital inflows constituted a significant part of 
foreign capital flows, while relatively lesser capital contributed to increasing the pro-
ductive capacity of Brazil. In general, the analyses in this study indicated that a more 
gradual approach to financial liberalization could have yielded better results. A slower 
transition period could have contributed to less speculative behavior in financial mar-
kets, thus helping Brazil buy time for establishing necessary institutions that would 
help direct foreign capital to more productive activities (Gottschalk 2004). 

Ilan Goldfajn and Andrea Minella (2007), on the other hand, argued that the 
liberalization of the capital account contributed to making the Brazilian economy more 
resilient. They suggested that the capital account should be liberalized further. The 
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authors, however, emphasized that extensive reforms should also be undertaken to 
strengthen the institutions in Brazil during the liberalization process. For example, the 
independence of the Central Bank must be secured with legislative arrangements, fis-
cal discipline must be maintained, microeconomic inefficiencies should be eliminated, 
and uncertainties arising from the contracts should be reduced. The authors also con-
ducted empirical analysis and estimated a VAR model using monthly data for the pe-
riod 1995:01-2004:08 in the study. According to the variance decomposition analysis, 
most of the changes in GDP in the 12- and 24-month periods ahead were explained by 
shocks to current account balance, capital account balance and exchange rates. Ac-
cordingly, they concluded that capital flows had an influence on economic growth for 
the period under consideration (Goldfajn and Minella 2007). 

Fernando J. Cardim de Carvalho (2008b) investigated the impact of financial 
liberalization on Brazil’s macroeconomic performance. He argued that financial liber-
alization not only disappointed the proponents of liberalization, but also brought new 
costs to Brazil, including the high rates of interest due to fiscal imbalances, the inability 
to make fixed public investments and the low rate of fixed capital investments as a 
share of GDP, which led to mediocre GDP growth rates. In the aftermath of financial 
liberalization, capital markets in Brazil developed over time and financial instruments 
were diversified. However, private investors preferred to buy government debt securi-
ties instead of undertaking fixed capital investments. Foreign capital inflows to Brazil 
rose throughout the 1990s. Yet, in contrast to the expectations of mainstream economic 
theory, increasing capital inflows did not bolster growth rates. De Carvalho (2008b) 
also stated that the foreign banks operating in Brazil were expected to boost the effi-
ciency of domestic financial system. However, foreign-owned banks did not contribute 
sufficiently to financial deepening (De Carvalho 2008b). 

According to Luiz Fernando de Paula (2011), financial liberalization was a nec-
essary step to support the macroeconomic policy mix adopted in the 1990s (i.e., flexi-
ble exchange rate, inflation targeting regime and primary surplus). The capital account 
convertibility was expected to reduce the country’s risk premium and interest rate. 
Opponents of this argument contended that liberalization of the capital account in a 
peripheral country like Brazil would not achieve this end. To investigate the impact of 
liberalization on macroeconomic variables, De Paula (2011) estimated VAR models 
for the period 1994-2007. The results showed that financial liberalization had no pos-
itive effect on economic growth and economic stability. The potential benefits ex-
pected from liberalization, which included a fall in the country risk premium, did not 
appear in Brazil (De Paula 2011). 

In another study, De Paula (2014) reviewed a number of empirical research pa-
pers. He noted that in most of those studies, financial liberalization showed no clear 
benefit to Brazil’s economic performance and macroeconomic stability. De Paula 
(2014) concluded that financial liberalization had even a negative, although limited, 
contribution to economic growth and led to fluctuations in interest rates and exchange 
rates. 
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2. Methodology 
 

Economic liberalization is a bundle of reforms of many aspects of the economy. In this 
study, we mainly evaluate only those reforms related to financial liberalization. We do 
not address the other reforms such as trade liberalization, public finance reform and 
privatization within this study. Financial liberalization of a country consists of a com-
plex and comprehensive set of reforms that deal with fundamentals of the domestic 
financial sector, foreign exchange transactions and capital flows. 

One can opt for analyzing financial liberalization either as a whole or in various 
classifications. While some authors examine financial liberalization in terms of mon-
etary controls and the financial system and exchange system, trade and capital flows 
(Barry Johnston, Salim M. Darbar, and Claudia Echeverria 1997), others examine this 
process by distinguishing between domestic and external financial liberalization 
(Seppo Honkapohja 2012; Jose Antonio Ocampo 2015). We adopt the latter approach 
in this study. Domestic financial liberalization refers to reforms such as liberalization 
of interest rates, establishment of institutions for regulating money and capital markets. 
On the other hand, removal of restrictions on foreign exchange transactions and cross-
border capital movements are considered within the scope of external financial liber-
alization. In this study, we first explain the domestic and external financial liberaliza-
tion with a historical perspective in Turkey and Brazil, respectively. Then we compare 
the external financial liberalization in those countries. 

We utilize the financial integration index we have constructed for comparing 
the course of financial integration in Turkey and Brazil between 1980 and 2013 in the 
second, third and fourth sections of this study. We have built the financial integration 
index to quantify the degree of capital account openness of Turkey and Brazil, in other 
words, the external financial liberalization.  

While creating the financial integration index series of Turkey, from 1980 to 
the end of 2013, we have reviewed all legislative arrangements related to foreign ex-
change transactions and capital account, i.e., the decrees protecting the value of Turk-
ish currency, communiqués regarding these decrees, resolutions issued by the Central 
Bank of the Republic of Turkey (CBRT), and foreign direct investment legislation. 
Furthermore, we have reviewed the sections dedicated to Turkey in all Annual Report 
on Exchange Arrangements and Exchange Restrictions (AREAER) published by the 
International Monetary Fund (IMF) within the same period. For the financial integra-
tion index of Brazil, we have taken our inspiration from Goldfajn and Minella’s (2007) 
distinguished study. However, we note that Goldfajn and Minella (2007) created the 
index for the period 1990-2004 in their study. Thus, we had to reconstruct and expand 
the index series of Brazil for the period 1980-2013 to make it comparable with Tur-
key’s index. When expanding the series, we have reviewed the sections dedicated to 
Brazil in all AREAERs published between 1980 and 2013, in addition to the infor-
mation provided in Goldfajn and Minella’s work (2007). The financial integration in-
dices that we present in this study are de jure, in other words, regulation-based. 

We set the initial value in 1980 as 100 for both countries. Then we assign +1 
for each regulation liberating the capital account and -1 for each measure restricting 
the capital flows. Moreover, we assume that each regulation would not have the same 
impact on the capital account and therefore on the financial integration index. We 
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assign three different weights to each regulation (i.e., 0.50, 1.00 and 2.00) according 
to its expected effect. We give 0.50 weight to measures that may slightly affect capital 
flows and 2.00 weight to those that can potentially have a stronger effect. We multiply 
the weights by +1 or -1 to obtain the actual index score for each regulation. We add 
the index score calculated for each month cumulatively to the initial value, which we 
assume to be 100. In addition to the overall index of financial integration (OFI) pro-
duced for Brazil and Turkey, we present the financial integration index for capital in-
flows (ICI) and capital outflows (ICO) within the study. 

 
3. The Financial Liberalization and the Capital Flows in Turkey  
 

In this section, we explain the developments in the financial liberalization, the financial 
integration index and the capital flows in Turkey, respectively. 

 
3.1 The Financial Liberalization in Turkey  
 

From 1977 on, macroeconomic problems, mainly arising from inflation and deteriora-
tion in balance of payments became increasingly serious in Turkey. As a result, Turkey 
inevitably had to take a series of economic measures. Turkey implemented the so-
called January 24th Resolutions, a full macroeconomic reform program including aus-
terity measures and structural adjustment arrangements, backed by the IMF in 1980. 
With this program, Turkey took the first steps toward transitioning to the export-ori-
ented industrialization model and the free market economy and abandoning the import-
substitution model and the closed economy concept. In this regard, 1980 was a mile-
stone for Turkey’s economy. Since then, Turkey has undertaken several reforms in 
foreign trade, public finance and financial system in a short time period (Thomas 
Marois 2012; Haluk Haksal 2017). During the 1980s, intense financial liberalization, 
both domestic and external, simultaneously took place in Turkey. We briefly explain 
the main arrangements. 

 
3.1.1 Domestic Financial Liberalization 
 

The main regulations concerning the domestic financial liberalization that continued 
throughout the 1980s were the interest rate liberalization, the foundation of the markets 
and the institutional arrangements. 

Prior to 1980, the authorities set ceilings for the interest rates applied to the 
loans and deposits. Those ceiling rates were intentionally kept below the inflation rate 
to encourage fixed investments. As a part of the macroeconomic reform program, the 
ceiling rates for the loans and deposits were removed in 1980. Yet, the authorities kept 
lending activities of the banks to certain industries at subsidized interest rates intact. 
Due to the problems observed in the banking system, the authority to set interest rates 
was given back to the Central Bank of the Republic of Turkey (CBRT) in 1983. The 
deposit and loan interest rates were liberalized eventually in October 1988 (CBRT 
2002; Savrul, Ozekicioglu, and Ozel 2013). 

Regarding the foundation of the money, capital and foreign exchange markets, 
the first step was the enactment of the Capital Markets Law in 1981. This law set the 
guidelines for the activities of financial institutions such as intermediary institutions 
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and mutual funds. The Capital Markets Board was established under the same law and 
began its activities in 1982. The Istanbul Stock Exchange (ISE), the most important 
component of the capital markets, was established, and trading began in 1986. The 
creation of money and foreign exchange markets started in the second half of the 
1980s. The CBRT established the interbank money market in April 1986 and the for-
eign exchange markets in August 1988. Moreover, the CBRT simplified the reserve 
requirements system in 1986 (CBRT 2002; Marois 2012). 

On the public finance façade of the economy, until the mid-1980s, Turkey fi-
nanced its budget deficits largely through the short-term advances provided by the 
CBRT. In addition, the Undersecretariat of Treasury and Foreign Trade (UTFT) started 
issuing treasury bills and government bonds for budget financing in 1985. The second-
ary market for government debt securities was established under the ISE in 1986. Thus, 
the authorities diversified financial instruments in the Turkish financial system. In 
1987, the CBRT started open market operations to regulate liquidity in the money mar-
ket. Within the macroeconomic reform program following the 2001 crisis, an amend-
ment to the CBRT Law abolished the facility to finance the national budget, through 
the CBRT resources, for good in 2001 (CBRT 2002). 

 
3.1.2 External Financial Liberalization 
 

Within the scope of the external liberalization in Turkey, the governments made sev-
eral amendments to the legislation on foreign exchange transactions, external loans, 
portfolio investments and foreign direct investments (FDI). Decrees No. 28, 30 and 32 
on the protection of the value of Turkish currency, which were issued in 1983, 1984 
and 1989, respectively, basically liberalized foreign exchange transactions, external 
loans and portfolio investments. Even before the decrees entered into force, the author-
ities introduced several regulations to liberalize the foreign exchange market. For ex-
ample, in May 1981, the CBRT started to set the exchange rates on a daily basis. Com-
mercial banks were allowed to have assets in foreign currencies in 1982. One should 
note that a separate set of legislation governed foreign direct investments in Turkey 
(CBRT 2002; Savrul, Ozekicioglu, and Ozel 2013). 

Decree No. 28 of 1983 allowed residents in Turkey to open foreign exchange 
accounts in banks, to borrow from abroad and lend foreign currency loans to non-
residents, to take foreign exchange up to the equivalent of USD 3,000 abroad. Addi-
tionally, non-residents acquired the right to purchase real estate in Turkey as long as 
they brought the required amount of foreign currency from abroad. With Decree No. 
30, issued in 1984, the rules concerning the capital account of Turkey were rearranged. 
In addition, several powers concerning capital outflows were granted to the newly es-
tablished UTFT (CBRT 2002). 

Decree No. 32, which was considered a milestone of Turkey’s capital account 
regime, entered into force in 1989. The main amendments made in relationship to cap-
ital flows under Decree No. 32 stated: (1) non-residents were allowed to buy and sell 
the listed securities on the stock exchange and to transfer the proceeds of those assets 
abroad; (2) residents were allowed to buy securities quoted in foreign stock exchanges 
and to transfer the necessary funds abroad to obtain those assets; (3) the amount of 
capital that residents could freely take abroad, with the permission of UTFT, for doing 
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business was raised to USD 25 million; (4) the requirements for residents in Turkey to 
take cash and non-cash loans from abroad were eased (CBRT 2002; Savrul, Oze-
kicioglu, and Ozel 2013). The capital account liberalization process in Turkey, alt-
hough decelerated, continued with amendments to Decree No. 32 after 1989. Moreo-
ver, Turkey adopted the IMF’s Article VIII obligations in 1990. 

The Foreign Capital Framework Decree, which set the rules on undertaking for-
eign direct investments in Turkey, went into effect in 1980, immediately after the Jan-
uary 24th Resolutions. With the legal arrangements made in 1984 and later on, re-
strictions on FDI in Turkey were reduced gradually over time. The law, which was 
enacted in 2003, abolished all preliminary permission procedures related to inward 
direct investments and the obligations to transfer minimum capital to Turkey. 

 
3.2 The Developments in Turkey’s Financial Integration Index and Capital Flows 
in the Period 1980-2013 
 

Figure 1 shows the financial integration index that we constructed to quantify the level 
of openness of Turkey’s capital account between 1980 and 2013. The chart includes 
the indices for the general index of financial integration (OFI) covering all the regula-
tions regarding the capital account regime, the index for capital inflows (ICI) and the 
index for capital outflows (ICO). 

The overall index of financial integration displays an upward trend between 
1980 and 2013. Hence, we can infer that Turkey liberalized its capital account through-
out the entire period. The OFI score, which had an initial value of 100, reached 164 as 
of the end of 2013. The score clearly indicates that Turkey had a very liberal regime 
in terms of capital movements by 2013. Thanks to Decrees No. 28, 30 and 32 on the 
protection of the value of Turkish currency, significant changes took place in the di-
rection of liberalization in the capital account regime over the course of the 1980s, 
especially from 1983 on. Decree No. 32, which went into force in 1989, is considered 
the most important step toward the external financial liberalization in Turkey. Yet, 
Turkey did not fully complete the capital account liberalization in that year. The in-
crease in the OFI following 1989 shows that the liberalization of capital flows contin-
ued over the 1990s and 2000s. Figure 1 also shows that the ICI and the ICO did not 
significantly diverge from each other during the period 1980-2013. Therefore, the lib-
eral outlook of Turkey’s capital account remains valid in terms of the sub-categories, 
namely capital inflows and outflows (see Figure 1). 

Table 1 shows some descriptive statistics of the general index of Turkey’s fi-
nancial integration from 1980 to 2013 and three sub-periods (i.e., 1980:01-1989:12, 
1990:01-1999:12, 2000:01-2013:12). The authorities made a total of 86 arrangements 
regarding the capital account throughout this period. Between 1980 and 2013, the av-
erage of the OFI was 141.2, and the standard deviation was 21.2. In the first sub-period 
(1980:01-1989:12), 33 regulations on capital movements entered into force. Due to the 
intensive and rapid liberal arrangements made in that decade, the standard deviation 
of the index reached 10, the highest out of three sub-periods. The number of regula-
tions (32) in the second sub-period (1990:01-1999:12) and the upward change in the 
average index value during this period (approximately 34 points) clearly indicate fur-
ther external financial liberalization in Turkey. However, the fact that the standard 
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deviation declined to 4.3 points to the fact that Turkey spread the capital account lib-
eralization over time compared to the previous sub-period. In the third sub-period 
(2000:01-2013:12), the number of regulations (21) and the change in the average index 
value of the period (around 14 points) imply a slowdown compared to the previous 
sub-periods. However, the average index value in this sub-period was around 159, sug-
gesting that the liberalization process, although decelerated, continued (see Table 1). 
 

 
 
 

 
 
 
 

Notes: OFI - overall financial integration index, ICI - financial integration index for capital inflows, ICO - financial integra-
tion index for capital outflows. 

Source: Own calculations. 
 

 

Figure 1  Developments in Financial Integration Index of Turkey (1980-2013) 
 

Table 1  Descriptive Statistics of Turkey’s Financial Integration Index 
 

 
Entire period  

(1980:01-2013:12)
1st sub-period 

(1980:01-1989:12) 
2nd sub-period  

(1990:01-1999:12)
3rd sub-period 

(2000:01-2013:12) 

No. of arrangements 86 33 32 21 

Maximum 165.5 128.5 150.5 165.5 

Minimum 99.0 99.0 128.5 149.5 

Median 148.5 118.5 146.0 160.5 

Average 141.2 111.5 145.3 159.4 

Std. deviation 21.2 10.0 4.3 5.6 
 

Source: Own calculations. 

 
We argue that examining the trends in the net capital flows and growth rates 

before and after the external financial liberalization may provide some insight on the 
effects of financial liberalization in Turkey. Figure 2 illustrates the ratio of gross do-
mestic product (GDP)/net capital inflows and the annual change in GDP per annum 
from 1980 to 2013. The most evident feature of the chart is that the capital inflows and 
growth rates generally have moved in quite similar directions since the 1990s. The net 
capital inflows mostly fluctuated around 1% of GDP until the first years of the 1990s. 
However, capital inflows showed more drastic changes following the early 1990s, the 
period in which the financial liberalization was roughly completed. The net capital 
inflows were reversed in three out of the four economic crises years. In 1994, 1998 
and 2001, capital flight accompanied the contraction in GDP in Turkey. Foreign capital 
inflows shrank sharply in 2009, and the net capital inflows/GDP ratio decreased to 
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1.5%. To sum up, the external financial liberalization means both access to abundant 
foreign funds for Turkey and a source of instability (see Figure 2). 
 

 
 

 
 

 
Source: International Monetary Fund  (IMF 2017)1. 

 

 

Figure 2 Net Capital Inflows/GDP and Growth Rate in Turkey, 1980-2013 (per cent) 
 
4. The Financial Liberalization and the Capital Flows in Brazil 
 

In this section, we briefly analyze the financial liberalization process, the financial 
integration index and the capital flows in Brazil, respectively. 

 
4.1 The Financial Liberalization in Brazil  
 

In the 1980s, Brazil’s economy was troubled with high inflation rates, mainly owing 
to budget and current account deficits, as well as price and wage indexation. During 
the period 1986-1991, several macroeconomic stabilization programs were imple-
mented to control the inflation. However, these programs failed due to issues related 
to public finance. Eventually, in the early 1990s, Brazil had to cope with hyper-infla-
tion, which led to a slowdown in fixed investments and growth in the increasingly 
destabilizing economy (Jorge Saba Arbache 2004; De Paula 2011). Under these eco-
nomic circumstances, Brazil took steps toward financial liberalization starting in the 
second half of the 1980s. We explain the arrangements that Brazil made concerning 
the domestic and external financial liberalization. 

 
4.1.1 Domestic Financial Liberalization 
 

De Carvalho (2008b) suggested that the financial liberalization in Brazil basically 
started with banking reform in 1988. In addition, Brazil made a few regulations for 
 

 
1 International Monetary Fund (IMF). 2017. Annual Report on Exchange Arrangements and Exchange 
Restrictions. https://www.imf.org/en/Publications/Annual-Report-on-Exchange-Arrangements-and-Ex-
change-Restrictions/Issues/2019/04/24/Annual-Report-on-Exchange-Arrangements-and-Exchange-Re-
strictions-2018-46162 (accessed January 19, 2017). 



 

217 A Comparative Analysis of the Financial Liberalization in Turkey and Brazil 

PANOECONOMICUS, 2020, Vol. 67, Issue 2, pp. 207-224

interest rate liberalization at the end of the 1980s. Although the interest rates of loans 
were liberalized partially in 1988, deposit interest rates were fully liberalized in 1989. 
On the other hand, the authorities encouraged banks to continue to give priority to 
certain industries in lending activities in the 1990s (John Williamson and Molly Mahar 
1998; De Carvalho 2008a). 

Over the course of Brazil’s domestic financial liberalization process, the Central 
Bank was reformed. With the establishment of the Central Bank of Brazil (Banco Cen-
tral do Brasil - BCB) in 1964, the central banking functions, which were formerly car-
ried out only by the Brazilian National Bank (Banco do Brasil), were transferred grad-
ually to the BCB. At the end of the transition and restructuring process, the BCB was 
transformed into the competent monetary authority with by constitutional amendment 
in 1988. The amendment transferred the powers of the BCB over debt management to 
the Brazilian Treasury Administration. Furthermore, the BCB is prohibited from fi-
nancing the Brazilian Treasury either directly or indirectly. The National Monetary 
Board (CMN), established in 1964, kept its role as the main policy-making institution 
in the Brazilian financial system (De Carvalho 2008a; De Carvalho and Francisco E. 
Pirez Souza 2011; Sheilla Nyasha and Nicholas M. Odhiambo 2013). 

The Brazilian Capital Markets Board (CVM) was established in 1976 to regu-
late the capital markets. In 1988, the CVM issued an arrangement that led to a struc-
tural change in the banking sector and allowed banks to carry out activities such as 
commercial banking, development banking and investment banking simultaneously. 
The endeavor to develop the Sao Paulo Stock Exchange (BOVESPA), which was es-
tablished in the late 19th century, intensified from the 1980s on. The CMN adopted the 
risk-weighted minimum capital adequacy ratio in 1994 in accordance with the stand-
ards of the Bank for International Settlements (Nyasha and Odhiambo 2013). 

 
4.1.2 External Financial Liberalization 
 

By the end of the 1980s and early 1990s, Brazil began liberalization of foreign ex-
change transactions and capital flows. Goldfajn and Minella (2007) consider 1987 the 
beginning of external liberalization. In that year, the authorities allowed the establish-
ment of foreign investment companies and investment funds and thus freed making 
portfolio investments in Brazil. In 1991, corporate foreign investors were allowed to 
enter the Brazilian securities market. In the early 1990s, the sectoral bans on the for-
eign direct investments in Brazil were abolished, and the bureaucratic obstacles were 
reduced. Furthermore, companies established in Brazil were allowed to issue the 
American Depositary Receipts in the U.S. capital markets. Consequently, many re-
strictions on capital inflows to Brazil were reduced or eliminated (Gottschalk 2004; 
Goldfajn and Minella 2007; De Paula 2011). 

Regulations for the liberalization of capital outflows gained momentum after 
1991. For example, at the end of 1991, restrictions on the transfer of profits abroad 
were reduced. Other significant arrangements concerning capital outflows include the 
CC-5, the Fiex fund, the Brazilian Depositary Receipts. In 1992, the scope of the so-
called CC-5 foreign exchange mechanism, which is implemented by the BCB, was 
expanded, making it easier for foreign financial institutions to transfer capital abroad. 
In addition, residents in Brazil were permitted to undertake FDI using the CC-5 and to 
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transfer foreign currency to real persons’ accounts abroad. Moreover, Brazil estab-
lished a national investment fund, Fiex, in 1994 for facilitating Brazilian residents’ 
overseas investments. The Fiex fund enabled institutional investors, individual inves-
tors and financial institutions to diversify their portfolios. Last but not least, foreign 
companies were allowed to issue Brazilian Depositary Receipts in Brazilian capital 
markets in 1996 (Goldfajn and Minella 2007; Gottschalk and Cecilia Azevedo Sodré 
2008; De Carvalho and Souza 2011; De Paula 2011). 

With these arrangements, Brazil made strides in the external financial liberali-
zation process until the mid-1990s. The liberalization process continued, albeit at a 
slower pace, in the second half of the 1990s. The restrictions imposed on capital flows 
in 1993 were completely abolished in 1999. The IMF’s Article VIII obligations were 
accepted in November 1999. 

 
4.2 The Developments in Brazil’s Financial Integration Index and Capital Flows in 
the Period 1980-2013 
 

Figure 3 shows the overall financial integration index, which represents all regulations 
related to capital account and two sub-indices for capital inflows and outflows. The 
main trend of the general financial integration index (OFI) is upwards, meaning toward 
liberalization, between 1980 and 2013, although several restrictions went into effect in 
certain periods. Since the OFI score of Brazil was 154 as of the end of 2013, its capital 
account can be considered a liberal regime. 

The OFI does not indicate any significant change toward liberalization in the 
capital account during the 1980s. Thanks to the regulations described in the previous 
section, the OFI started to rise in 1989 and the following few years, and the index score 
reached 126 in 1992. However, the ICI declined in 1993 due to the controls imposed 
on capital inflows. On the other hand, Brazil continued the liberalization of capital 
outflows to slow down net capital inflows. Accordingly, the ICO kept its upward trend, 
and ICI and ICO moved in the opposite directions in the first half of the 1990s. With 
the gradual removal of capital controls on inflows in the late 1990s, the ICI and ICO 
moved closer to each other. In 2009, bringing the controls back to Brazil’s capital in-
flows led to the formation of another gap between the ICI and ICO (see Figure 3).   

We provide some descriptive statistics of the overall index of Brazil’s financial 
integration (OFI) for the entire period under consideration and for three sub-periods 
(i.e., 1980:01-1989:12, 1990:01-1999:12, 2000:01-2013:12) in Table 2. Brazil made a 
total of 212 regulations between 1980 and 2013. The average was 128.9, and standard 
deviation of the OFI score was 21.7 in the whole period. In the first sub-period 
(1980:01-1989:12), 40 regulations on capital flows went into force. As we have men-
tioned, there was no significant liberalization in the capital account regime during the 
1980s. Thus, the average score was 101.4, and the standard deviation was only 2.7 in 
this sub-period. In contrast with the previous decade, the total number of regulations 
jumped to 115 in the second sub-period (1990:01-1999:12). Of those, roughly two-
thirds were related to capital account liberalization and the remaining ones restricted 
capital flows. The upward change in the average index score (around 23 points) com-
pared to the first sub-period indicates that despite the capital controls, Brazil mainly 
moved toward a more liberal capital account in this sub-period. The number of 
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regulations went down to 57, while the OFI score increased by about 27 points in the 
third sub-period (2000:01-2013:12). Accordingly, we presume that the capital controls 
implemented since 2009 did not reverse the ongoing overall liberalization process in 
the 2000s (see Table 2). 
 

 
 
 

 
 
 

Notes: OFI - overall financial integration index, ICI - financial integration index for capital inflows, ICO - financial integra-
tion index for capital outflows. 

Source: Goldfajn and Minella (2007) and own calculations. 
 

  

Figure 3  Developments in Financial Integration Index of Brazil (1980-2013) 
 

Table 2 Descriptive Statistics of Brazil’s Financial Integration Index 
 

 
Entire period  

(1980:01-2013:12)
1st sub-period 

(1980:01-1989:12)
2nd sub-period 

(1990:01-1999:12)
3rd sub-period  

(2000:01-2013:12) 

No. of arrangements 212 40 115 57 

Maximum 158.5 109.0 137.5 158.5 

Minimum 98.0 98.0 108.5 137.5 

Median 127.0 101.0 124.5 151.8 

Average 128.9 101.4 124.5 151.8 

Std. deviation 21.7 2.7 7.9 3.7 
 

Source: Own calculations. 

 
We present the ratio of the net capital inflows to GDP and annual GDP growth 

in Brazil for the period 1980-2013 in Figure 4. Between 1980 and 1982, Brazil received 
net capital inflows that mainly emanated from the liquidity glut in the global financial 
markets. However, due to the debt crisis in Latin America, Brazil experienced a sudden 
reversal of the capital flows in 1982. Following restructuring of external debt repay-
ments, Brazil started to attract foreign capital again in 1992, along with the external 
financial liberalization. Between 1992 and 2001, Brazil’s average net capital inflow to 
GDP ratio was 2.7%, which was relatively high. The political developments in 2002, 
also known as the confidence crisis, underpinned the sudden stop in capital inflows. In 
general, we cannot argue that Brazil’s net capital inflow to GDP ratio and growth rates 
moved in the same direction over the 1980-2013 period. However, it is clear that the 
growth rates followed a rather unstable course (see Figure 4). 
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Source: IMF (2017). 
 

 

Figure 4  Net Capital Inflows/GDP and Growth Rate in Brazil, 1980-2013 (per cent) 
 
5. A Comparative Analysis of the External Financial Liberalization in 
Turkey and Brazil  
 

In this section, we compare the external financial liberalization processes using the 
OFIs for Turkey and Brazil between 1980 and 2013. For both countries, we divide the 
OFIs into three sub-periods (1980:01-1989:12, 1990:01-1999:12, 2000:01-2013:12). 

We classify the regulations, which constitute the base of the OFIs of Turkey and 
Brazil, as liberalizing or restrictive. We present the number of regulations and index 
scores aggregated under these groups in Table 3. Turkey put a total of 86 regulations, 
both liberalizing and restrictive, into practice within the period. In terms of the number 
of arrangements, Turkey implemented most of the regulations, which liberalized the 
capital account, in the first and second sub-periods, i.e., between 1980 and 1999. Like-
wise, the most notable rise in the OFI score was recorded in the first two sub-periods. 
Turkey enacted a total of nine restrictive arrangements related to the capital account 
regime in all three sub-periods. However, we do not take those regulations as capital 
controls since Turkey did not implement the measures on residence-basis. On the other 
hand, we included those arrangements in the OFI to not to discard their potential to 
affect the capital inflows to Turkey. 

We can clearly see that Brazil’s financial integration index underwent more 
changes than Turkey between 1980 and 2013. Brazil put 212 regulations into practice 
within the period.  While 139 of those liberated capital movements, 73 were restrictive. 
The OFI decreased by 74.5 points because of the restraining measures. Regarding both 
the number of regulations and the changes in the OFI score, 1990:01-1999:12 was 
Brazil’s most active period out of three sub-periods. The OFI displayed ups and downs 
throughout the 1990s thanks to the rapid external financial liberalization at the begin-
ning of the decade and the capital controls introduced in 1993. Yet, as Brazil relaxed 
the capital controls within a few years, the OFI registered a significant increase over 
the 1990s, compared to the 1980s. In the third sub-period, controls imposed on capital 
inflows since 2009 led to a fall of 20.5 points in the OFI. However, the external finan-
cial liberalization trend in Brazil continued in the third sub-period, since the number 
of regulations and the index scores liberalizing the capital flows exceeded the number 
of restrictive ones (Table 3).  
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Table 3  Breakdown of the OFI of Brazil and Turkey by Liberalizing-Restricting Nature of the Arrange-
ments, 1980-2013 

 

  No. of arrangements Index points 

  Liberalization Restriction Liberalization Restriction 

Turkey 1980:01 1989:12 31 2           31.5      -3.0 

1990:01 1999:12 29 3           23.5     -1.5 

2000:01 2013:12 17 4           16.0     -2.5 

1980-2013 77 9           71.0      -7.0 

  

Brazil 1980:01 1989:12 26 14           24.5    -15.5 

1990:01 1999:12 78 37           68.0   -38.5 

2000:01 2013:12 35 22           36.0    -20.5 

1980-2013 139 73         128.5    -74.5 
 

Source: Own calculations. 

 
We divide the underlying arrangements related to the OFIs of Brazil and Turkey 

into three groups according to the direction of capital flows that they aim to regulate, 
namely inward, outward and both directions. We present the aggregate number of reg-
ulations and index scores of these groups in Table 4. Turkey made 41 arrangements 
concerning capital inflows and 27 related to capital outflows between 1980 and 2013. 
Out of the total of 86, 18 had the potential to affect both inward and outward capital 
flows. We presume that capital inflows and outflows were liberalized in a quite bal-
anced manner throughout the entire period in terms of the index scores. According to 
the OFI scores, in the first sub-period (1980:01-1989:12), mostly, regulations associ-
ated with capital inflows were put into practice in Turkey. Yet, the majority of the 
scores registered in the second sub-period (1990:01-1999:12) belonged to arrange-
ments on capital outflows. In the third sub-period (2000:01-2013:12), while Turkey 
continued to issue regulations on capital inflows, the number of regulations related to 
capital outflows decreased. 

Brazil made 112 regulations related to capital inflows, 82 associated with capi-
tal outflows and 18 on both, during 1980-2013. The table shows that the net change in 
the index score attributed to the capital outflows is larger than that of inflows, 24.5 
compared to 19.5. Again, there are two underlying reasons: (1) the capital controls 
imposed during the period 1993-1999 and re-introduced in 2009; and (2) the liberali-
zation of capital outflows since the early 1990s for managing capital flows. During the 
first sub-period (1980:01-1989:12), Brazil, naturally, did not need to take any extra 
measures since it kept the capital account mostly closed. However, Brazil resorted to 
capital flow management instruments in the second and third sub-periods as we can 
see in the index scores in Table 4. Despite 74 regulations on capital inflows in the 
second sub-period (1990:01-1999:12), there was only a net increase of 6.5 points in 
the OFI due to the controls on capital inflows. In contrast, 34 regulations on capital 
outflows resulted in an increase of 20 points in the OFI in the same period. In the third 
sub-period (2000:01-2013:12), we observe similar developments owing to the use of 
the same CFM tools (Table 4).   
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Table 4  Breakdown of the OFI of Brazil and Turkey by Inward-Outward Orientation of the Arrange-
ments, 1980-2013  

 

  No. of arrangements Index points

  Inward Outward Inward and outward Inward Outward Inward and outward

Turkey 1980:01 1989:12 15 10 8 13.5 8.5 6.5 

1990:01 1999:12 14 12 6 5.0 9.5 7.5 

2000:01 2013:12 12 5 4 5.5 5.0 3.0 

1980-2013 41 27 18 24.0 23.0 17.0 

  

Brazil 1980:01 1989:12 5 27 8 5.0 -2.5 6.5 

1990:01 1999:12 74 34 7 6.5 20.0 3.0 

2000:01 2013:12 33 21 3 8.0 7.0 0.5 

1980-2013 112 82 18 19.5 24.5 10.0 
 

Source: Own calculations. 

 
6. Concluding Remarks 
 

Turkey initiated the transformation of its financial system in the first half of the 1980s 
and carried out domestic and external financial liberalization simultaneously. Brazil’s 
financial liberalization process, which began at the end of the 1980s, continued in the 
1990s, albeit with interruptions in external financial liberalization. 

Since the 1990s, as Brazil continued the external financial liberalization pro-
cess, it used two capital flow management tools, particularly controls on capital in-
flows and liberalization of capital outflows. We suppose Brazil’s de jure financial in-
tegration index helps illustrate the use of those tools. On the other hand, between 1980 
and 2013, Turkey’s financial integration index does not point to any intentional policy 
choice other than full liberalization of the capital account. Turkey did not resort to 
capital controls or make extra arrangements to encourage capital outflows against the 
developments in global economy. We presume Turkey has not pursued countercyclical 
policies with the aim of managing capital flows, except for macro-prudential measures 
that lie outside the scope of this study. We suggest that the domestic savings gap and 
the dependence on external financing played significant role in Turkey’s policy stance. 

By covering a longer period, the financial integration indices of Turkey and 
Brazil can be revised and expanded from time to time in the future. It can also be 
empirically investigated whether the instruments used to manage capital flows have 
been influential on certain macroeconomic variables. In addition, another comparative 
analysis can be conducted by preparing a de jure financial integration index following 
the same methodology for other selected developing economies. 

 
 
 
 
 
 
 
 
 



 

223 A Comparative Analysis of the Financial Liberalization in Turkey and Brazil 

PANOECONOMICUS, 2020, Vol. 67, Issue 2, pp. 207-224

References  
 

Akyüz, Yilmaz. 2011. “Capital Flows to Developing Countries in a Historical Perspective: 
Will the Current Boom End with a Bust and How?” South Centre Research Paper 37. 

Arbache, Jorge Saba. 2004. “Do Structural Reforms always Succeed? Lessons from Brazil.” 
World Institute for Development Economics Research Paper 2004/X. 
http://dx.doi.org/10.2139/ssrn.560045 

Bluedorn, John, Rupa Duttagupta, Jaime Guajardo, and Petia Topalova. 2013. “Capital 
Flows Are Fickle: Anytime, Anywhere.” International Monetary Fund Working Paper 
13/183. http://dx.doi.org/10.5089/9781484389041.001  

Boratav, Korkut, and Erinc Yeldan. 2006. “Turkey, 1980-2000: Financial Liberalization, 
Macroeconomic (In)Stability, and Patterns of Distribution.” In External Liberalization 
in Asia, Post-Socialist Europe and Brazil, ed. Lance Taylor, 417-455. Oxford: Oxford 
University Press. http://dx.doi.org/10.1093/acprof:oso/9780195189322.003.0014 

Central Bank of the Republic of Turkey. 2002. The Impact of Globalization on the Turkish 
Economy. Ankara: Banknote Printing Plant Department. 

De Carvalho, Fernando J. Cardim. 2008a. “Domestic Financial Liberalization: The Recent 
Experience of Argentina, Brazil and Mexico.” http://citeseerx.ist.psu.edu/viewdoc/ 
download?doi=10.1.1.510.1817&rep=rep1&type=pdf. 

De Carvalho, Fernando J. Cardim. 2008b. “Financial Liberalization in Brazil and 
Argentina.” In Financial Liberalization and Economic Performance in Emerging 
Countries, ed. Philip Arestis and Luiz Fernando de Paula, 121-141. New York: 
Palgrave Macmillan. http://dx.doi.org/10.1057/9780230227743_6 

De Carvalho, Fernando J. Cardim, and Francisco E. Pirez Souza. 2011. “Brazil in the 
2000’s: Financial Regulation and Macroeconomic Stability.” 
http://www.itf.org.ar/ingles/pdf/documentos/75-2011.pdf. 

De Paula, Luiz Fernando. 2011. Financial Liberalization and Economic Performance: 
Brazil at the Crossroads. Abington: Routledge. 
http://dx.doi.org/10.4324/9780203835210 

De Paula, Luiz Fernando. 2014. “Financial Liberalization, Capital Account Regulation and 
Economic Policy in Brazil.” In Financial Stability and Growth: Perspectives on 
Financial Regulation and the New Developmentalism, ed. Luiz Carlos Bresser-Pereira, 
Jan Kregel, and Leonardo Burlamaqui, 301-325. Abingdon: Routledge. 

Fritz, Barbara, and Daniela Prates. 2014. “The New IMF Approach to Capital Account 
Management and Its Blind Spots: Lessons from Brazil and South Korea.” 
International Review of Applied Economics, 28(2): 210-239. 
http://dx.doi.org/10.1080/02692171.2013.858668   

Goldfajn, Ilan, and Andrea Minella. 2007. “Capital Flows and Controls in Brazil: What 
Have We Learned?” In Capital Controls and Capital Flows in Emerging Economies: 
Policies, Practices and Consequences, ed. Sebastian Edwards, 349-420. Chicago: 
University of Chicago Press. 
http://dx.doi.org/10.7208/chicago/9780226184999.003.0009 

Gottschalk, Ricardo. 2004. “Sequencing Trade and Capital Account Liberalization: The 
Experience of Brazil in the 1990s.” In Capital Account Liberalization - Latin 
American Experience, ed. V. Subbulakshmi. India: ICFAI University Press. 

Gottschalk, Ricardo, and Cecilia Azevedo Sodré. 2008. “The Liberalization of Capital 
Outflows in Brazil, India and South Africa since the Early 1990s.” In Financial 
Liberalization and Economic Performance in Emerging Countries, ed. Philip Arestis 



 

224 Z. Tugrul Gover 

PANOECONOMICUS, 2020, Vol. 67, Issue 2, pp. 207-224 

and Luiz Fernando de Paula, 95-120. New York: Palgrave Macmillan. 
http://dx.doi.org/10.1057/9780230227743_5 

Habermeier, Karl, Annamaria Kokenyne, and Chikako Baba. 2011. “The Effectiveness of 
Capital Controls and Prudential Policies in Managing Large Inflows.” International 
Monetary Fund Staff Discussion Note 11/14. 
http://dx.doi.org/10.5089/9781463902896.006 

Haksal, Haluk. 2017. Financial Reforms, Stabilization and Development in 21st Century 
Turkey. Delaware: Vernon Press.  

Honkapohja, Seppo. 2012. “The 1980s Financial Liberalization in the Nordic Countries.” 
Bank of Finland Discussion Paper 36/2012. http://dx.doi.org/10.2139/ssrn.2190375 

International Monetary Fund. 2012. The Liberalization and Management of Capital Flows: 
An Institutional View. Washington D. C.: International Monetary Fund.  

Johnston, Barry, Salim M. Darbar, and Claudia Echeverria. 1997. “Sequencing Capital 
Account Liberalization: Lessons from the Experiences in Chile, Indonesia, Korea, and 
Thailand.” International Monetary Fund Working Paper 97/157. 

Kalantzis, Yannick. 2015. “Financial Fragility in Small Open Economies: Firm Balance 
Sheets and the Sectoral Structure.” The Review of Economic Studies, 82(3): 1194-
1222. http://dx.doi.org/10.1093/restud/rdv011 

Kiran, Burcu, and Burak Gÿris. 2011. “The Impact of Trade and Financial Openness on 
Economic Growth in Turkey: A Survey on the 1992-2006 Period.” Anadolu University 
Journal of Social Sciences, 11(2): 69-80.  

Marois, Thomas. 2012. State, Banks and Crisis: Emerging Finance Capitalism in Mexico 
and Turkey. Cheltenham: Edward Elgar Publishing. 
http://dx.doi.org/10.4337/9780857938589 

Nyasha, Sheilla, and Nicholas M. Odhiambo. 2013. “Banks and Banking Sector Reforms in 
Brazil: An Exploratory Study.” Banks and Bank Systems, 8(3): 107-114. 

Ocampo, Jose Antonio. 2015. “Capital Account Liberalization and Management.” World 
Institute for Development Economics Research Working Paper 2015/048.  

Oktayer, Asuman. 2009. “A Qualitative Assessment of the Financial Liberalization and 
Financial Deepening in Turkey.” Akademik İncelemeler, 4(1): 73-100.  

Savrul, Burcu K., Halil Ozekicioglu, and Hasan Alp Ozel. 2013. “Evolution of the 
Financial Liberalization in Turkey.” Dumlupinar Universitesi Sosyal Bilimler Dergisi, 
38: 227-238. 

Soylemez, Arif Orcun, and Ahmet Yilmaz. 2012. “The Relationship between Capital 
Inflows and Economic Growth in the Aftermath of Financial Liberalization in 
Turkey.” Journal of Economic and Administrative Sciences, 33(2): 47-66. 

Williamson, John, and Molly Mahar. 1998. “A Survey of Financial Liberalization.” Essays 
in International Finance 211. 

 



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice




