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IMPLICATIONSOF THE INTRODUCTION OF THE EURO
ON THE ECONOMIESOF THE OIC COUNTRIES

Oker Giirler

The European Union (EU) is a successful exampleegibnal integration. In
this framework, the enlargement of the EU followithgg completion of the
single market and the establishment of the econ@mitmonetary union will
have an important impact on the global economy, andarticular the
developing countries, including the OIC countriBserefore, the present study
examines the recent developments that occurred theintroduction of the
single currency, the Euro, and its effects on tenemies of the OIC member
countries. Since the introduction of the Euro i @f the most important
financial events of the year, the paper first regi¢he recent developments in
the value of the Euro in international markets. mhis implications are
examined under tree headlines: a store of valueedum of exchange and a
unit of account. Finally, the paper concludes, iswvof the European Union’s
weight and proximity to the OIC region, that thé&raduction of the Euro has,
and will continue to have, a notable impact ongbhenomies of OIC member
countries, particularly those with historical aqesial economic and trade ties
with the Union.

1. INTRODUCTION

The European Union (EU) is a successful exampleregional
economic integration. Soon after the end of theo8ddNorld War, the
idea of European co-operation and integration conuee to develop
amongst the hostile countries of Western Europe. fifst step in this
regard was the establishment of the European Coal Steel
Community (ECSC) in Paris in April 1951 (Treaty Bfris). This
initiative flourished and turned into the creatiof the European
Economic Community in Rome in March 1957 (TreatyRaime). The
six founding members were Belgium, France, Germahgly,

Luxembourg and the Netherlands.

* Senior Economist, Director of the Research Departrmed co-ordinator of technical
activities at the SESRTCIC.
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Since its establishment, the European Union hawmgrgreatly in
terms of its membership, its economic and politicdlluence, and its
organisational infrastructure. Starting with oniyx Member States, its
membership has now reached fifteen following fourccessive
enlargements in 1973 (Denmark, Ireland, and théddnKingdom) in
1981 (Greece) in 1986 (Portugal and Spain), and985 (Austria,
Finland and Sweden). Furthermore, more countrieswaiting on the
doorstep of the Union. On the other hand, in otdancrease the level
of co-operation, the founding treaties have beersee three times: in
1987 (the Single Act), in 1991 (the Treaty on Ewap Union) and in
1997 (the Treaty of Amsterdam).

At the Maastricht Summit (9 to 11 December 199§ Heads of
State or Government of the 12 Member States agnedide Treaty on the
European Union (Treaty of Maastricht). This Tregsigned on 7
February 1992 and entered into force on 1 NoveriB6B) intended to
facilitate the development of the European Commyunip an Economic
and Monetary Union (EMU) by 1999 at the latest, anpolitical union
including a common foreign and security policy #tar stage.

A further development was made in the form of thealy of
Amsterdam that was signed on 2 October 1997 amutezhinto force on 1
May 1999. This Treaty opened the way for a muléespEurope since all
the member States were not easily ready to increéhselevel of
integration amongst them. In other words, this Brdmought flexibility
into the process of European unification. The MemS8eates, which
intend to establish closer co-operation amongshthreay make use of
the institutions, procedures and mechanisms datedniin the
agreements. For this reason, some EU membersiBrid@nmark and
Sweden) chose not to join the process of launctiiegsingle currency,
the Euro.

The EU is presently an advanced form of multi-sedtmtegration
scheme extending from the economy to citizens’ tsigand foreign
policy. The enlargement of the EU in addition te tompletion of the
single market and the establishment of the econcanid monetary
union will have an important impact on the globabeomy, and in
particular the developing countries, including @& countries. This
impact will be felt directly or indirectly in mangreas, including the
international trade in goods and services, investsjemigration,
competition policy and international job division.
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With the completion of the enlargement process rmduthe first
decade of the new millennium, it will become anitgnmuch more
important than ever. The main effects of the emargnt process will be
felt through the changes in the direction of migmat workers'
remittances, foreign direct investments (FDI), aoither economic
policies within the EU region and increasing ecoiwimnd political
strength of the EU on the world scale.

Furthermore, with the completion of the transitipariod on 1
January 2002 when the Euro will be put into cirtolain the form of
bank notes and coins and will replace the nationedencies of 12 Euro
area member countries, the Euro will become onth@fmost widely
circulated currencies at the international levelisTphenomenon will
create a new environment and will have an importargact on the
world economy.

The Member States of the Organisation of the Ista@wnference
(OIC) started to discuss the effects of the esthbient of the Single
European Market (1992) and the developments ineEa&urope on the
OIC countries in 1990. In this regard, the"18lamic Conference of
Foreign Ministers (ICFM) requested the Ankara Centr undertake a
periodical in-depth study on the subject. Latere th3" Standing
Committee for Economic and Commercial CooperatiQ©NCEC)
discussed in detail the implications of regionabremmic groupings,
particularly the European Union, for the economiésOIC member
countries in a special Exchange of Views Sessidme 28" ICFM
requested relevant OIC institutions, including 8#SRTCIC, to prepare
studies on the effects of the launching of the Eamdhe economies of
the Member States. In line with this request, timkaxa Centre prepared
various studies on relevant topics and submitteuntiio a number of
OIC fora at different levels.

The present study examines mainly the recent dpuetats that
occurred after the introduction of the single coag the Euro, and its
effects on the economies of the OIC members. Sulesely, it
discusses the implications of the EU’s enlargenpeotess for the OIC
countries. Finally, based on all these discussidgnqrovides some
concluding remarks.
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2. INTRODUCTION OF THE EURO
2.1. Stepsfor Launching the Single Currency, the Euro

After completing the earlier stage of a customsaoron the way to
establishing a union among them, the EU membersertrated their
efforts on setting up a full economic and monetaripn with a common
currency. Minting or issuing money has always bseen as one of the
very basic elements of national sovereignty. Addaily, design and
implementation of monetary policy through adjustitige volume of
money supply in the markets and banking systergagmeone of the two
most fundamental economic policies. Therefore pitoeess to establish
the European Economic and Monetary Union and tomdaAua single
currency to replace national currencies is long fadidof difficulties.
The EU members, however, have made a systematics@adtured
effort, and shown, from the beginning, politicalllvand determination
to achieve this goal.

At the outset, the founding agreement, the Tre&tiRame (1958),
aimed to establish a common European market ag@&an objective
with the intention of increasing economic prospeand contributing to
“an ever closer union among the peoples of Europe”.

As a first concrete step in this regard, the Euaopd/ionetary
System (EMS) was established and the European royrraunit
(ECU) was created as a unit of account following ttecision by
the European Council in Bremen in July 1978. Eighember
States, excluding the United Kingdom, participated the EMS.
The ECU was defined as a basket of the currendiéiseoparticipating
countries in March 1979. The exchange parities éeetw the
currencies were fixed and the margin of fluctuatieas limited to 2.25
percent.

After a decade, at the Maastricht Summit (9-10 Demer 1991), the
Member States agreed on the Treaty on EuropeannUid)). This
Treaty aimed to develop the European Community am@conomic and
monetary union. Additionally, it laid the foundat® for introducing a
single European currency by 1999 at the latesackordance with the
decisions of the Maastricht Summit, the Single Mankas realised and
capital movements were liberalised within the whoégion at the
beginning of 1993.
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As a next step, the European Monetary Institute IJEMas
established in Frankfurt on 1 January 1994. It wesponsible for
strengthening co-operation between the nationalralebanks and the
co-ordination of Member States’ monetary policiesocedures for co-
ordinating economic policies at the European levete strengthened.
Member States agreed to combat excessive deficits ta achieve
economic convergence amongst the economies of #mBcipating
countries.

The Madrid European Council (15-16 December 19@®pted the
nameEuro for the European single currency. The Council a@lgeeed
on the technical scenario for the introduction bé tEuro’ and the
timetable for the changeover to the single curremtyl January 1999.
The completion of the process was scheduled fo2 200

Meanwhile, towards the end of December 1996, theopfaan
Monetary Institute (EMI) determined the regulatooyganisational and
logistical framework for the European Central Ba#CB) and the
European System of Central Banks (ESCB). On 1 1888, these
organs became operational. The ESCB is compos#tedCB and the
national central banks of the EMU members. Its pryntask is to
ensure price stability in the Euro zone. It has deesion-making body:
the Governing Council. Its members are the six nasibof the
executive board of the ECB, and the 11 governorthefparticipating
central banks. But they are members in their peiscapacity. That is,
they represent neither a country nor a nationakrakbank.

On 1 January 1999, the conversion rates were fixedersibly and
irrevocably between the currencies of the partiojgacountries both
amongst themselves and the Euro. Euro area caosintoegan
implementing a common monetary policy, the Euro wma®duced as a
legal currency and the 11 currencies of the padiong Member States
became subdivisions of the Euro.

The Euro area countries are Austria, Belgium, FidJaFrance,
Germany, Ireland, Italy, Luxembourg, Netherlandsitégal, and Spain.
Britain, Denmark and Sweden chose not to join frili@ start, while
Greece failed to meet the criteria to join the eyston that date.
However, after two years, on 1 January 2001, Gred¢se joined the
system. On the other hand, Denmark is a membdreoEkchange Rate
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Mechanism Il (ERM 1), which means that the Darksane is linked to
the Euro, although the exchange rate is not fixed.

During the transition period between 1 January 18988 1 January
2002, the Euro has been serving as bank money.ig;hthas been used
in bank operations and foreign exchange transagtioum it has not been
put into circulation in the form of bank notes amihs.

After completion of this transition period on 1 dary 2002, the
Euro bank notes and coins will be put into cirdolatin 12 Euro zone
member countries. In the Euro area, the nationak lveotes and coins
will be replaced according to the predeterminedoEronversion rates
(Table 1). Actually, in some countries in the Earea, the changeover
process has already commenced with the ‘frontlagdifithe Euro bank
notes and coins to the banks and other financgltinions since the
beginning of September 2001. However, the changemfe the
currencies in circulation at the hands of the mullill start on the so-
called Euro-day or E-day of 1 January 2002. Themes different bank
notes and eight coins will be introduced in 12 mem§tates of the
European Union. Around 14.9 billion bank notes &bdbillion coins
will be produced. 10 billion notes will be put inteculation throughout
the Euro area during the changeover period, whedeéadillion will
be kept in reserves to accommodate any change&nmamt for the
bank notes. Altogether, the bank notes and coidk amiount to a
total of over 664 billion Euros, which will be edqua about 584 billion
US dollars.

Table 1;: Euro Conversion Rates

Austrian schilling 13.7603 Greek drachma 340.750
Belgian franc 40.3399 Irish pound 0.78756¢
Deutsche mark 1.95583| lItalian lira 1936.27
Dutch guilder 2.20371 | Luxembourg franc 40.3399
Finnish markka 5.94573| Portuguese escudo 200.482
French franc 6.55957 | Spanish peseta 166.386

The speed of the changeover from existing natico@tencies to
the Euro may vary from country to country dependiog their
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respective national changeover plans. In Germalng, eénd date of
legal tender for the Deutsche mark (DM) was deteedias the end of
December 2001. However, in line with the “joint thation”, the use
of DM bank notes and coins is allowed until the ehdebruary 2002.
In the Netherlands, it will be completed by 28 Jay2002, in Ireland
by 9 February 2002 and in France by 17 February220® all other

Euro area countries, the changeover process witdoepleted by the
end of February 2002 at the latest. However, iéxpected that the
bulk of the changeover will be realised within tlrst two weeks of

January 2002. During this process, the Euro anchdienal currencies
may continue to serve side by side as legal tenttex so-called dual
circulation. Then, national bank notes and coin e withdrawn

completely from circulation and the changeover e £uro will be

completed in the Euro zone.

In non-Euro area countries, a similar calendar vélso be
implemented for the process of changeover. In @ewe with the
decision of the Governing Council of the ECB, trenB will commence
to distribute the Euro bank notes outside the Euwea to their banking
sector through the Central Banks as from 1 Decer@b@d. Such a
frontloading outside the Euro area will also cdnite to a smoother
cash changeover in January 2002.

The non-Euro area countries include other EU mesmbeamely
Britain, Denmark and Sweden, 13 candidate counim@sding Turkey,
and the third parties, which have economic, commkrinancial and
institutional ties with the Euro area countrieseT¢thangeover process
will influence all these partner countries on tlasib of the intensity and
characteristics of their relations with the Eureaacountries. The impact
of the process on third parties will be examinedi@tail later in this
study. Here we will shortly discuss the impact whtegies for adopting
the single currency on acceding countries.

Candidate countries need to prepare their econorfoesEU
membership and, in particular, for the monetarponrand the common
currency. This preparation necessitates sound eucnenonetary and
financial policies including exchange rate regiraed structural reforms
consistent with the Union’s economic criteria andliges. The
Economic and Financial Council of the EU have alyeidentified these
policies. The transition process towards the adopdf the Euro will be
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completed in three successive stages, namely, rir@aqeession stage,
the stage following accession and the adoptioh@Buro.

During the pre-accession stage, exchange rateigmlghould be
designed so as to provide macroeconomic stabitity support other
economic policies in order to meet the Copenhagemamic criteria
and to converge these economies towards the EU sremb

After accession, candidate countries will not béedab adopt the
Euro immediately: they will first have to comply tiviall the relevant
requirements, including the fulfilment of the Ma&dit convergence
criteria before finally adopting the Euro. The a&sseent of the
fulfilment of the Maastricht convergence criteriadathe procedures to
be followed for the adoption of the Euro will beskbd on the principle
of equal treatment between future member States thadcurrent
participants in the Euro area.

On the other hand, unilateral “Euroisation”, ilee tadoption of the
Euro as legal tender in acceding countries will betpermitted, since
the fundamental assumption of the economic and tagnanion is that
the Euro is not a means but a result of the stractonvergence of the
economies in the Union. For this reason, the aogechuntries will wait
until they successfully complete the structural ndes in their
economies and fulfil the Maastricht convergenceegs.

During the stage following accession and before @aeption of
the Euro, new member States will join the ERM Il aslegal
requirement. The ERM Il foresees an exchange raehanism on the
basis of a predetermined central parity and fluobmaband. Any
currency exceeding this fluctuation band in eittgection should be
readjusted.

2.2.Recent Developmentsin the Value of the Euro

In the previous sub-section, we have tried to sunsmahe necessary
steps leading to the establishment of the monetampn and the

introduction of the single common currency, the dguron a

chronological basis. However, the whole proceskb&lcompleted after
the removal of national bank notes and coins irEie area.
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When the Euro was first launched on 1 January 188%0minal
value was equal to 1.1785 US dollars. At the enthefsame year, it
deteriorated to 1.005 dollars on the internatianeitency markets, a fall
by about 17.3 percent. During the year 2000, ittiooed to decline
reaching a minimum of 0.856 US dollars at the ehtlavember 2000,
against all the positive expectations at the bagmof its launching. As
of 15 November 2001, it is equal to 0.88 dollayast a 30 percent fall
as compared to its initial value in January 1999.

It is difficult to explain the reasons behind thievelopment.
However, one major reason might be the very staréprmance of the
US economy in 1999 as compared to the stagnatimgoeaic growth in
the EU. In 1999, the US economy was operatingsiate very close to
full employment, with unemployment at a 30-year loate of 4.2
percent, a low inflation rate of 2.2 percent in th@me year and a
prolonged economic growth since the beginning ef1B90s. The other
reason could be the difference between the rategesest applicable on
these currencies. The investors chose to inveteirdS dollar deposits
rather than the Euro. Another reason might be psggdical, namely a
lack of confidence in the newly issued currencyg, Buro. When it was
first introduced as bank money, it had limited mpfactions. It could
serve as a unit of account and partially as stbraloie, but it could not
serve as a medium of exchange, which is the mast Banction of
money.

However, the signs of weakening economic activity the US
appearing in late 2000 and in 2001 also deteridréte expectations
about the strength of the US dollar vis-a-vis otimajor currencies and
in particular the Euro. For this reason, the indional value of the Euro
against the US dollar was stabilised in late 200d aemained so
throughout the first three-quarters of 2001.

On the other hand, although a slight recovery waseo/ed in the
EU countries in 2000 after the economic stagnaino©998 and 1999
(Table 2), this recovery was not strong enoughushpup the value of
the Euro against the US dollar. Furthermore, esflgdoecause of the
negative effects of higher oil prices on the ecomsmof the EU
countries and the lack of business confidence @sdhcountries, the
recent projections do not envisage a strong impneveé in these
economies in 2001 and early 2002. For this reaaitimpugh the falling
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trend of the Euro has already been reversed, the EBay not be
expected, during early 2002, to return back tanitgal value against the
US dollar when it was first launched in January d99owever, due to
the continuous stagnation of the Japanese econbrmay appreciate
against the Japanese yen during the same period.

Table2: Main Indicatorsin the Major Economies
(Average annual increase, in percent)

Euro area United States Japan
Real GDP
1998 2.7 4.4 -2.5
1999 2.7 4.1 0.8
2000 35 4.1 15
2001 p. 1.8 1.3 -0.5
2002 p. 2.2 2.2 0.2
Consumer prices
1998 11 1.6 0.6
1999 1.2 2.2 -0.3
2000 2.4 3.4 -0.6
2001 p. 2.7 3.2 -0.7
2002 p. 1.7 2.2 -0.7
Unemployment
1998 10.8 4.5 4.1
1999 9.9 4.2 4.7
2000 8.8 4.0 4.7
2001 p. 8.4 4.7 5.0
2002 p. 8.4 5.3 5.6

Source: IMF,World Economic Outlook, October 2000, p.10, andWorld Economic
Outlook, October 2001, p.11.
Note: p. stands for projection.

3. IMPLICATIONSOF THE INTRODUCTION OF THE EURO

In general, money is defined as a commodity acdejmg general
consent as a medium of exchange. It circulates fpemson to person
and from country to country. It facilitates domesénd international
trade. It is used for private as well as officialposes. It is a measure of
wealth and a store of value. It is also the medianwhich prices are
guoted and values are expressed. In summary, ittih@Ee basic
functions: store of value, medium of exchange amtaf account.
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As a store of value, money is used for investmert financing
purposes in the private sector and also for respmwposes by the
central banks and monetary authorities.

As a medium of exchange, it is used in exchangegoofds and
services in domestic and international transacti@rmsl in currency
exchange at the international level. Furthermdre,dentral banks and
monetary authorities use money as interventionecasr to keep the
parity of the national currency at a certain lewgth respect to other
currencies.

As a unit of account, money is used for pricingjooting the value
of goods and services in private use and for peggimking the
international value of money to an internationatdhaurrency or to a
basket of various currencies for official purposes.

Money should assume all these functions. In thissethe ECU was
not full-fledged money. It was a basket of virtyadll of the European
Union’s currencies. It served as a unit of accaumbse value depended
on the underlying value of its constituent currescilt also served as a
store of value in the sense that significant volsimipublic and private
debt were denominated in ECU. However, it has néemome legal
tender, nor was it represented by official banles@tnd coins.

The Euro will assume all these functions startingr 1 January
2002 on Euro-day or E-day. Then its real effectd e felt on the
economies of the Euro area countries and the gartles, in particular,
the developing countries. This section will evaduahe possible
implications of the introduction of the Euro foretleconomies of the
developing and the OIC countries as well. Thesectsfdepend on the
characteristics and the intensity of the relatibesveen the Euro zone
countries and the third parties.

3.1. Euro as Store of Value

The Euro will have an impact on investment decisioat the
international level which will be determined by itstability in

international currency markets. These decisionpiryate and official
economic actors around the globe will, in turnypda important role in
the internationalisation of the Euro. The ECB adstiation declares
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that they neither foster nor hinder the internalonse of the Euro.
Nevertheless, the Euro will definitely assume wasidunctions on the
international scale. The most important one oféHesctions will be its
role as an international investment and financingency.

International capital markets are heavily domindigdhe US dollar.
The other major currencies are the Japanese yemailnd sterling, the
French franc, the German mark and the Swiss filaternational capital
flows such as portfolio investments, foreign direevestments and
foreign debts are mostly in US dollars. As an exXampable Al at the
annex shows the currency composition of the longrtexternal debts of
the OIC member countries. The most apparent obsenves the heavy
concentration of the long-term debts in the USafolThe share of the
US dollar climbs to 97.9 percent in the case ofKigtan. In 26 out of
46 OIC member countries for which the foreign de#ata is reported,
the share of the US dollar amounts to more thapé@ent. In 13 of
them, this share is more than 60 percent.

In the case of the French franc, the highest figsi43.6 percent in
the case of Gabon. In 12 OIC countries, the shieemracts in French
franc denominations exceeds 10 percent.

Regarding the German mark, the highest share srobd in Turkey
with 19.5 percent and its share exceeds 10 pergeiyt in 5 OIC
countries.

The share of the Japanese yen in long-term delitaats exceeds 10
percent in 16 out of 46 OIC countries with the leghshare being 35.2
percent in the case of Indonesia (Table Al).

As it is summarised, the high concentration of ltrey-term foreign
debts of the OIC countries in the US dollar canbet considered a
favourable situation. First, the appreciation @& thS dollar with respect
to the other major currencies and the domesti@oay means an increase
in the already heavy burden of the foreign debtsheneconomies of the
OIC countries. Second, such a situation pushesahetries to keep more
and more US dollars in their foreign exchange reserto conduct their
foreign trade mostly in the US dollar and to litieir economies mostly
to the US economy. When the US economy grows modhas a result,
the US dollar appreciates, their foreign debt pmsitieteriorates. On the
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other hand, with such strong links to the US econoifit goes into
trouble and falls into a recession, then the castexporting to the US
will be affected adversely and their exports wiiccease, resulting in a
deterioration in their balance of payments ancharease in their need for
borrowing. Thus, in either case, such a heavy digrese on a single
partner may harm these economies.

For this reason, the introduction of the Euro iteinational capital
markets may offer an opportunity for developing wsll as OIC
countries to diversify their economies and chanlgeirtborrowing
policies.

Actually, there are some indications that the Ehas started to play
a significant role and has become the second midstiywused currency
in international financing and investment. In pautar, the share of the
Euro in international market instruments recordeslibstantial increase
in the period 1999-2000 (ECB, 2001). For the tinenf, however,
these developments are limited to the Euro areatdes. In the future,
the role played by the Euro as an internationaéstment and financing
currency is expected to increase.

On the other hand, the Euro has immediately becthmaesecond
most important reserve currency, accounting fob J&rcent and 12.7
percent in 1999 and 2000, respectively (Table 3)jowing its
introduction on 1 January 1999. Such a sudden rieap be considered
as a big success for newly issued bank money witlteld functions.

However, when the performances of other internatimurrencies
are observed in detail, the picture is not thaghirfor the Euro. First of
all, only one of the national currencies in the dcarea, the German
mark had a share of 15.4 percent in 1991 in officeddings of foreign
exchange (Table 3). The French franc had a 3.0epehare and the
Netherlands guilder 1.1 percent share in totalrir@&onal reserves in
the same year. In addition to all these nationaleticies, the European
currency unit (the ECU), treated as a separateecayr had a 10.2
percent share.

A considerably high volume of European currenciegternational
foreign exchange reserves left a 51.3 percent dbarde US dollar in
1991. However, in the 1990s, the share of the UBamacreased
continuously from its level in 1991 and reached4g8ercent in 1999.
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On the contrary, the shares of all national Eurapaarencies declined
continuously from their levels in 1991: the Germamark down to
12.2 percent, the French franc to 1.4 percent, ted Netherlands
guilder to 0.4 percent in 1998. The ecu also dedlito 0.8 percent.
These national currencies and the ecu completspgieared from the
scene in the following year after the introductiohthe Euro on 1
January 1999.

However, the developments affecting the Europearrenuaies
should be evaluated cautiously. With the introductof the Euro and
the establishment of the monetary union, the Elaopsurrencies held
in the international reserves of these Euro aremtces have become
their domestic assets. For this reason, the sHatleeoEuro in official
holdings of foreign exchange in 1999-2000 is no¢atly comparable
with the share of the European currencies in thevipus years.
However, after making the necessary adjustmentshendata, it was
observed that their combined share in 1998 wasallyt identical to the
share of the Euro in 1999 (IMF, 200l1a, p.101). Addally, the
examination of the non-Euro area currencies’ sivare international
reserves clearly shows that the Euro was not ablmatch up with the
combined level of the European currencies in thevipus years. The
jump in the share of the US dollar from 65.9 petden1998 to 68.4
percent in 1999 with negligible changes in the petage of the other
currencies clearly verifies this change in the nmitional reserves
(Table 3).

On the other hand, the share of the Japanese yarieimational
reserves also declined steadily from 8.5 percef®il to 5.2 percent at
the end of 1997, and has since remained at abautetel. Throughout
the past decade, the share of the pound sterlimgained at
between 3 and 4 percent and that of the Swiss maapproximately 1
percent.

When the trends in the industrial countries aresw®red, the
change in favour of the US dollar becomes more quoned. The share
of the US dollar in international reserves increlabg 29.9 percentage
point from 43.6 in 1991 to 73.5 percent in 1999 ahghtly declined to
73.3 percent in 2000. In the meantime, the newtyoduced Euro’s
share in international reserves also declined Iy g&rcentage point
from 10.7 percent to 10.2 percent.
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Table 3: Share of Currenciesin Official Holdings
of Foreign Exchange'

Years | 19911992 1993 1994/ 1995| 1996| 1997| 1998| 1999| 2000
All countries

US dollar | 51.3 55.3] 56.7] 56.6] 57.0] 60.3] 62.4] 65.9] 68.4] 68.2
J. yen 85 7.6 77| 79| 6.8] 6.0] 52| 54| 55] 5.3

P. sterling 3.3 31| 3.0 33| 3.2| 34| 3.7| 39| 40| 3.9

Sw. franc 1.2 10| 11| 09| 0.8] 08| 0.7 0.7 0.7] 0.7

Euro — —| -] = —| —| —| —]12.5 12.7

D. mark 154 13.3|13.7| 14.2| 13.7|13.1| 129|122, —| —

Fr. Franc 30 27| 23| 24| 23| 19| 14| 14| —| —

NI. Guilder 1.1, 0.7 0.7 05| 04| 03| 04 04| —| —

ECUS 10.2| 9.7| 82| 7.7| 68| 59| 50| 08| —| —

Othef 6.2| 66| 6.6/ 6.5 89| 83| 84| 93| 89| 9.2

Industrial countries

US dollar 43.6 48.8| 50.2| 50.8| 51.8| 56.1| 57.9| 66.7| 73.5| 73.3

J. yen 9.7 76| 7.8| 82| 6.6/ 56| 58| 6.6/ 6.5 6.5

P. sterling 1.8 24| 22| 23| 21| 20| 19| 22| 23| 20

Sw. franc 08 04| 03] 02 0.1, 01| 0.1} 0.2 0.1 0.2

Euro — —| -] —| —| —| —| —]10.7 10.2

D. mark 18.3 15.1|16.4| 16.3| 16.4| 15.6| 15.9| 134| —| —

Fr. Franc 3.1 29| 26| 24| 23| 1.7 09| 13| —| —

NI. Guilder | 1.1 04| 04| 03] 0.2] 0.2 0.2] 0.2, —| —

ECUS 16.6] 16.7| 15.2| 14.6| 13.4| 12.0/109| 19| —| —

Othef 49| 57| 48| 50| 70| 6.7| 64| 74| 69| 7.6

Developing countries

US dollar 63.3 64.4| 64.3| 63.0| 62.4| 64.4| 66.2| 65.3| 64.6| 64.3

J. yen 6.7 77| 75| 76| 7.0] 65| 47| 45| 47| 44

P. sterling 55 41| 40| 44| 44| 48| 51| 52| 53| 52

Sw. franc 1.8 19| 20| 1.7 15| 14| 11| 11| 11| 1.1

Euro - —| —| —| —| —| —| —1]139]/146
D. mark 10.8 10.8| 10.5| 11.9| 11.0| 10.6| 10.3| 11.3]| —| —
Fr. Franc 27 23] 20| 24| 23| 20| 18| 15| —| —
NI. Guilder 1.0 10| 10| 0.8] 0.6] 05 06| 05 —| —
ECUS - = = =] = = =] = =] =
Other 8.2| 7.7| 87| 81/109| 9.8|10.1|10.7| 104|104

Source: IMF (2001a)Annual Report 2001, September 2001, p.103.

Note: Components may not sum to totals because of rounding

1. Only IMF member countries that report their officialdings of foreign exchange
are included in this table.
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2. Not comparable with the combined share of Euro legacyraiesin previous years
because it excludes the Euros received by Euro area enemlhen their previous
holdings of other Euro area members’ legacy currencies emrneerted into Euros on
January 1, 1999.

3. In the calculation of currency shares, the ecu is tteadea separate currency. Ecu
reserves held by the monetary authorities existed ifdim of claims on both the
private sector and European Monetary Institute (EMI),ctvhissued official ecus to
European Union central banks through revolving swaps agamstantribution of 20
percent of their gross gold holdings and U.S. dollar reser@n December 31, 1998,
the official ecus were unwound into gold and U.S. dollars; heheeshare of ecus at
the end of 1998 was sharply lower than a year earlier.réimaining ecu holdings
reported for 1998 consisted of ecus issued by the prieaters usually in the form of
ecu deposits and bonds. On January 1, 1999, these holdings weneatically
converted into Euros.

4. The residual is equal to the difference between fotaign exchange reserves of
IMF member countries and the sum of the reserves held ioutihencies listed in the
table.

5. The calculations here rely to a greater extent on IMff estimates than on those
provided for the group of industrial countries.

On the other hand, the developing countries tenketp a higher
share of the Euro in their official foreign exchandpoldings as
compared to the industrial countries. Furthermtrey have increased
the reserve share of the Euro by 0.7 percentagaet goom 13.9
percent in 1999 to 14.6 percent at the end of 200@&he developing
countries, the share of the US dollar in foreigrchange reserves
increased by only one percentage point from 63r8qrg in 1991 to
64.3 percent in 2000, although it has always bed®n dominant
reserve currency.

In the past, after the gold standard, the Britighnlisg served as the
major international reserve money. After the Secératld War, a new
international financial system was established utlde surveillance of
the Bretton Woods Institutions, the Internationadridtary Fund (IMF)
and the World Bank (IBRD). The US dollar was aler¢place the
British sterling. However, confidence in the USldpbhs an international
exchange and reserve currency eroded during th@sl%urthermore,
the success of European integration created afb#le the new
European currency, the Euro, would easily assumeleaas reserve
money and might replace the US dollar in this rdgddowever,
developments in the real world took the oppositeddion. The Euro as
bank money depreciated against the major intemaltiourrencies as
compared to its initial launching value.
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In this regard, most of the OIC countries, in mafr those in the
Mediterranean region, the Middle East and Afric&ravalso affected
adversely by the depreciating Euro, because ofr tagisting close
relations with the EU members. Especially, the ¢toes holding Euro
reserves suffered considerable losses due toptredation.

3.2. The Euro as Medium of Exchange

With the completion of the last stage in the essabhent of the

economic and monetary union through the introdactibthe Euro, the
very first effect will be felt in international ti@. Theoretically, regional
integration schemes, such as free trade areasnesisinions, common
markets, economic and monetary unions, have tregigion and trade
diversion effects. Simply put, trade diversion wdlfeate a negative
effect on the economies of third parties becaugentiembers of the
regional grouping, in this case the EU member Statdl start buying

from each other instead of buying from third pati€his will cause the
trade relations of the members of the Union witheotcountries to
deteriorate.

Furthermore, the introduction of the common curyent all the
markets of the Euro area countries will make tradehanges much
easier amongst them. Particularly, the red tapef@madhlities relating to
payments, payments instruments, money exchangassairtion costs
and costly banking practices such as commissiomsrges, etc., will
disappear. As a result, consumers and producelsindispensably
choose to buy European goods and services. Thiatwedte a negative
impact on the export products of the main tradiagners of the EU, in
particular the neighbouring countries in the Med#aean region, sub-
Saharan Africa and the Middle East, mostly OIC membountries.
Such negative effects will be felt more deeplyhe short and medium
term in these countries. In the long run, the pasieffects of trade
creation may tend to diminish the negative effe¢tsade diversion.

Table A2 at the Annex shows the share of the eggorthe EU in
the total exports of the OIC countries. In the GdGuntries in the
Mediterranean region, the share of the EU (69.8ey#j is significantly
higher than that in the OIC countries in sub-Samafdrica (33.8
percent) and other regions (18.4 percent) in 200@he exports of the
OIC countries in sub-Saharan Africa, the sharéhefEU fell from 41.4
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percent in 1998 to 33.8 percent in 2000 and sifgilar other OIC
countries as an average, it declined from 20.58@ percent in 1998
and 2000 respectively. However, the same trendiohserved in the
exports of the OIC countries in the Mediterraneagian. On the
contrary, the share of the EU increases from G389t9 percent in 1998
and 2000 respectively. Nevertheless, if one exasnihe developments
in each country in the group, in Egypt, Jordan,dredn and Tunisia, the
share of the EU in their exports also decreasediderably in just two
years. However, in other countries like Algeria dmlolya, the EU share
increases mainly due to increases in the oil pridesncrease in the EU
share is also observed in Turkey. But Turkey iseaneptional case
because it is in the process of accession and Iheedyg established a
customs union with the EU.

In general, the data displayed in Table A2 in théx shows that
there is a fall in the share of the exports toEkkin the total exports of
the OIC countries. A similar situation is also abveel in the imports of
the OIC countries (Table A3). The share of the BElthe imports of the
OIC countries in the Mediterranean region fell fr&f.7 percent in
1998 to 50.9 percent in 2000. In sub-Saharan AiricéC countries it
decreased from 45.2 to 40.0 percent and in oth€ €luntries from
24.8 percent to 19.3 percent in the same period.fdteign trade data of
the OIC countries clearly show that the OIC cowstrare affected
negatively as the Union increases the level oforai and economic
integration amongst itself and becomes increasimyiard-looking.

Furthermore, the foreign trade data reflect theasion just after the
introduction of the Euro in January 1999 when theoBvas not fully in
use. Especially after the completion of the mornyetarion in the Euro
zone countries in 2002, the negative effects wallfélt more deeply in
the OIC countries, in the Mediterranean region-Sabharan Africa and
the Middle East.

Because of regional economic integration, tradatoe is likely to
occur as a result of the increasing economic agtivi the member
countries of the group. Mainly due to the introdmctof the Euro and
the use of a common currency, commercial and fidricansaction
costs like banking charges and commissions wiltdraoved amongst
the members of the Union. Furthermore the exchamgle will be
eliminated completely. This will increase econonedficiency in
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commercial and financial transactions and improvacmeconomic
stability. As a result, the economic activity, istments and the overall
economic growth and development will be furtheruoed. As the Euro
area countries shift to higher levels of output armbme, they will also
increase their demand for imports from third partielowever, as an
initial expectation, it is not difficult to foresethat the increase in
demand for export products from third parties Wwél lower than that for
such products from the member States of the Urniioother words, the
members of the Union will largely reap the positibenefits to be
realised as a result of the trade creation effegtaller benefits may go
to third parties based on the intensity of thedreglations and the share
of the Euro zone countries as customers for theorxf the other
countries, namely the OIC countries and in pardcuhose in the
Mediterranean region, North Africa and the MiddksE

The net effect of the trade creation and tradersioe will depend
mainly upon the manner and the extent to whichet@enomies of the
OIC countries will manage to adjust themselvesh&sé changes in the
future.

Furthermore, the completion of the introductiontioé Euro in the
economies of the members of the Union will furtteergment the
convergence of their economies. This means thetioreaf a larger
economic area in which economies will behave morel anore
similarly. In other words, recovery in the Euro anill be felt more
strongly, but at the same time recession and ecmnommonetary and
financial crises will also be felt more strongly the economies of the
third parties. The developing countries and the @i€mber States
should diversify their economies in terms of pradoemposition and
trade partners so that they will not be affectedjatigely by the
contagious effects of economic and financial criseginating from
such a condensed and large economic entity.

On the other hand, with the completion of the idtrction of the
Euro, more and more commercial transactions wilctecluded in this
new currency. Previously, international businesscfices necessitated
the use of the US dollar in transactions betweenBbd member States
and the third parties. Especially, if the natiomakrency of an EU
member is not an internationally recognised coibertcurrency, like
the Greek drachma, the transaction could be coadlinl the US dollar
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as the most widely accepted convertible currenagh& trade between
partners involved first exchanging the domesticdeney for US dollars
and then exchanging the US dollars for Greek drashrar vice versa.
Of course, such a transaction comprises a doultbaege risk and
double transaction costs, like banking commissanother charges.

After the introduction of the Euro and its inteipagtl recognition as
a convertible currency, such transactions will baatuded directly in
Euros by eliminating exchange risks and transactomsts. The
transaction documents, in other words, invoiced, g concluded in
Euros. Furthermore, the Euro may also commence ssunae this
particular role of being a vehicle currency, whishplayed mostly by
the US dollar today. As the Euro starts to be uasdan invoicing
currency in international trade, it will likely tdrto increase its role as a
vehicle currency not only in the transactions invny an Euro area
country as a partner but also in others. As its ed invoicing, payment
and vehicle currency (in currency exchange) in@sashe Euro will
generate for itself other roles, particularly inteimational capital
markets, such as raising syndicated credits in &ussuance of bonds
and securities in Euros, etc. In line with theseettspments, the Euro’s
role as an international reserve currency will afsmease. In turn, as a
result of these developments, European financiakets will benefit
and become deeper and more liquid as they grow.

Against these expectations, we should emphasisa tiiely shift in
favour of the financial assets denominated in th@oEmay appear
gradually if the new currency is able to establisklf in international
financial markets. Otherwise, the dominant rolenggilayed by the US
dollar in international capital markets may notrdein the future.

3.3. The Euro as Unit of Account

One common unit is needed to define the value pfauct and to
register and aggregate all economic activities. &jorserves this
purpose as pricing or quotation currency for pevase. Furthermore,
for official purposes, internationally convertibleard currencies may
also be used as an instrument for exchange rataesgin other words,
a country pegs its currency at a fixed rate to gomaonvertible

currency which is used as a pegging currency.
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In almost all international commodity markets, exithg very few
examples such as the rubber market in Malaysiaperopnd lead in
London metal exchange, tin in the Kuala Lumpur regrietc., the US
dollar is used as quotation currency. This praatiest likely will also
continue in the future. In this context, the Elgmot expected to assume
any role as a quotation currency in the future.

However, regarding its use in the exchange ratémes of third
countries, the ECB found that the Euro plays soote in the exchange
rate regimes of 56 countries. This role varies froeing directly the
money in circulation in some countries to being plegging currency in
some others. The Euro assumed this role quite esnlge its first
launching in January 1999. The countries havingelbped close
economic relations with the member countries of tbmeion, in
particular, France, Germany, Spain, Portugal, started to peg their
currencies to the Euro and also to keep part df foecign exchange
reserves in it. Such a development is a sign offidence in the
monetary policies of the Euro area countries amdrthe the Union is
expected to play as a global actor.

In addition to its becoming legal tender on 1 Japu002 in 12
Euro area countries, the Euro will also be intraléin Guadeloupe,
Martinique, French Guyana and Reunion, Azores aada@/ Islands.
San Marino, Vatican and Monaco are also entitledige the Euro as
their official currency following monetary agreenenwith the
European Union (ECB, 2001, p.42). On the other hamel Euro will
also be circulated de facto in Andorra, situatetiveen France and
Spain, since the French franc and the Spanish pegste being used
there. Additionally, the Euro will also be circuiddt in Kosovo and
Montenegro (ECB, 2001, p.42).

Of the countries implementing the Currency BoardaAgementsin
their exchange rate regimes, three (Bosnia-HeriaegpBulgaria and
Estonia) linked their national currencies to thedzu

On the other hand, France and Portugal had exchaage
agreements when the Euro was introduced. In lingh whese

1 A monetary regime based on an explicit legis@atommitment to exchange domestic
currency for a specified foreign currency at adixexchange rate.
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agreements, the CFA frahand the Comorian franc were pegged to the
French franc and the Cape Verde escudo was peggée tPortuguese
escudo. Due to the removal of the French franc #wedPortuguese

Table 4: OIC CountrieslInvolving the Euroin Their Exchange
Rate Regime (As of 26 March 2001)

hd

Exchange . Features of the
. Peg against
rate regime arrangement
) 7.25%
Bahrain Peg SDR fluctuation band
Basket of trading partners’
Bangladesh Peg currencies including the Eurg
Ccomoros Peg EUR Fixed
De facto peg to the
Jordan Peg SDR Us $
Undisclosed adjustable basket,5 % fluctuation band
Kuwait Peg likely including the Euro De facto peg to the
Uss
Libya Peg SDR Broad fluctuation ba
Undisclosed basket where theThe rate can fluctuatg
Morocco Peg Euro is likely to be the most | daily by 0.3 % either
important currency way
7.25%
fluctuation band
Qatar Peg SDR De facto peg to the
Us$
Fixed
Saudi Arabia| Peg SDR De facto peg to the
Uss$
Tunisia Crawling Undisclosed basket where théThe exchange rate
fluctuation | Euro is likely to be the most | follows the Euro
band important currency
7.25%
fluctuation band
UAE Peg SDR De facto peg to the
Uss
CFA franc* | Peg EUR Fixed

Source: ECB (2001)Review of the International Role of the Euro, European Central Bank,

2001, p. 44.

2 The CFA zone consists of two currency unions UENQfion Ecomique et Monétaire
d'Afrique de I'OuestBenin, Burkina Faso, the Ivory Coast, Guinea-Bissau, Mali, Niger,
Senegal andTogo) and CEMAC, Communauté Economique et MonétairéAfdque Centrale
(Cameroon, the Central African Republi€¢had, Congo, Equatorial Guinea a&hbon) [OIC
Member States are in bold characters.]
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escudo, the Euro will be substituted as peggingeogy in these
exchange rate agreements. France and Portugal imfitrm the
concerned Union organs including the European Casion and the
European Central Bank about the implementatiorhes¢ agreements,
in particular, any changes to be made in the pagtyween the Euro and
these currencies. 11 countries out of 14 in the Gffc Zone and
Comoros are members of the OIC. Therefore, these @untries will
be directly affected by the changes in the valutefEuro.

Furthermore, because the Euro accounts for 29 peofehe SDR
basket (Special Drawing Rights of IMF) startingnird January 2001,
countries that pegged their currencies to the SOIRalso be under the
influence of the Euro. For this reason, those O&nier countries that
have pegged their currency to the SDR but not tiree the Euro will
also be affected indirectly by the developmentsitinn the future.
However, although in Jordan, Qatar, Saudi Arabid #re UAE, the
national currencies were officially pegged to tHBRS they de facto
follow the changes in the US dollar. Particularycountries with very
close economic ties to the Union, like Morocco ahdnisia, the
exchange rates move very closely with the Euro Umexdhe baskets,
which their national currencies are pegged agaowsitain the Euro as
the most important currency. Table 4 summarisessttuation in the
OIC countries involving the Euro in their exchamgee regimes.

4. CONCLUSION

At first, the expectations about the Euro were equibsitive: it would
emerge as a strong currency against major intemeaticurrencies like
the US dollar and the Japanese yen. It could be asen international
currency in transactions, currency exchange, invests, financing and
reserve holdings of the central banks. Within tremiework of these
expectations, the central banks and monetary dtigsorof the
developing countries, including the OIC countribaying close trade
and investment relations with the EU, immediateéfrted to hold Euro
reserves following its launching on 1 January 1989.developing
countries, the share of the Euro in their foreigthange reserves
increased to a level of about 15 percent. Howetee, following
depreciation of the Euro against the US dollar ltedun losses in their
foreign exchange reserves because of the paritygelsabetween the US
dollar and the Euro.
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Furthermore, the depreciation of the Euro agaihst S dollar
made European goods and services cheaper as campaproducts
originating from the US. This development would resse the
competitiveness of the Euro area economies andowepheir economic
activity. Improved economic activity and increaggdwth in the Euro
area countries would also augment the import denfandoroducts
originating from third parties and, in particuldrom the developing
countries. However, the result was quite mixed:g¢benomic growth in
some major Euro area countries such as Germanyltalyd slowed
down. But in some others, like France, growth ssreeéd. However,
because of the divergence in economic performaatéise Euro zone
countries and lack of business confidence in termplete form of the
Euro as a currency, the Euro zone as a whole aatl@henefit from the
depreciation of the Euro against the US dollar.

When the Euro was launched on 1 January 1999, st v fully-
fledged money. In other words, it was incompletetenms of the
fundamental functions of money in an economy. suased functions as
a unit of account and as a store of value, butasota medium of
exchange because it was only bank money and it meisput into
circulation at that time. However, on 1 January 2@0will be fully-
fledged currency assuming all the functions to xjgeeted from money.
Then, its real effects on the economies of the Eammme countries and
the third parties, in particular on the developamyl the OIC countries,
will take shape.

Some initial implications which have been studiaddetail in the
body of this report are not very positive for theveloping and in
particular the OIC countries.

First of all, with the start of the circulation &uro bank notes and
coins in 12 Euro area countries on 1 January 28%&hange rate risks
across these countries will be completely elimidaad all the charges
and commissions to be paid in currency exchangdsraexchange of
goods and services across the borders will be rechdn other words,
the economic and monetary union will be completetbrgst these
countries. Obviously, products bought from Europél Wwe much
cheaper than products from other countries. Theefiect of these
developments will be a fall in the import demand ttoe third country
goods and services in the short run. The compaositib the OIC
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countries’ export data with respect to the maidlitrg partners showed
that the share of the EU in the exports of the @Gntries significantly
decreased during the last two years. The same weasdalso observed
in the composition of their imports. This situatiaffiects particularly the
neighbouring OIC countries in the MediterraneanaegSub-Saharan
Africa and the Middle East.

The OIC countries will be affected negatively as thnion increases
the level of regional and economic integration agsbrits members and
becomes increasingly inward-looking.

Such implications should be considered alarming ttoe OIC
countries. The OIC countries should, first of atliversify their
economies and foreign trade in terms of both prbdomposition and
trading partners. Furthermore, they should alsenisify trade exchanges
between them and work on removing the obstacldgsriede progress
in this respect.
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ANNEX TABLES
Table Al: Currency Composition of Long-Term Debt, 1999
(Percent)
Deutsche| French Japanese Other
Mark Franc Yen US Dollars currencies

M editerranean reqion
Albaniz 7.1 0.C 3.6 75.€ 13.7
Alaeria 5.¢ 13.2 15.1 44.F 21.2
Eavni 9.¢ 16.2 14.¢ 38.2 20.€
Jordal 5.5 7.S 25.€ 31.1 29.€
l.ebanol 3.1 28.4 Q.5 Q.C 68.C
Moroccc 6.C 17.€ 3.4 40.€ 32.2
Svrig 1.6 0.€ 3.k 85.C 9.1
Tunisis 6.2 10.€ 20.¢ 31.¢ 30.5
Turkey 19.F 1.2 15.C 510 13.2
Sub-Saharan Africa
Benir 0.2 7.2 2.5 56,2 33.€
Burkina_ Fas 0.1 3.6 0.C 64.€ 31.2
Cameroo 16.€ 31.1 0.2 26, 25.1
Chac 0.C 4.8 0.C 57.4 37.¢
Comoro: 0.C 17.5 0.C 35.¢ 46.€
Diibouti 0.C 2.€ 0.C 14.7 82.1
Gabhor 6.C 43.€ 1.C 12.€ 36.¢
Gambiz 0.1 0.2 0.C 517 47.¢
Guines 0.5 6.7 3.C 53.2 36.5
Guinea Bisse 0.3 0.€ 0.C 32.4 66.4
Ivorv.Coas 3.1 25.€ 1.E 52.C 17.5
Mali 0.1 16.€ 3.2 28.2 51.k
Mauritaniz 0.2 6.2 3.€ 39.¢ 50.1
Mozambiau 4.4 9.7 2.C 66.€ 17.1
Niaer 0.C 27.€ 2.C 43.C 27.4
Niaerizg 10.1 9.4 15.7 32.t 32.€
Seneos 1.k 13.€ 3.7 44.¢ 36.4
Sierra_leon 1.2 2.3 8.7 43.4 44.¢
Somali 0.C 3.8 3.2 51.7 41.2
Sudal 0.8 2.8 3.2 517 41.5
Toac 1.2 6. 6.8 52.4 32.7
Uoand: 0.2 0.2 1.7 66.7 31.2
Others
Azerbaiiar 4.5 0.C 17.4 72.C 5.2
Banalades 0.1 0.8 22.C 42.¢ 34.t
Guvani 1.C 0.C 0.C 66.E 32.F
Indonesi 3.2 2.C 35.2 47.4 12.1
Iran 5.€ 1.2 8.2 78.F 6.4
Kazakhsta 7.8 0.3 15.1 53,2 23.F
Kvravz Ren 2.2 0.2 14.k 67,1 15.2
Malavsia 0.2 0.3 29.¢ 60.C 9.5
Maldives 2.C 0.C 0.C 5C.1 47.¢
Omar 0.C 0.C 10.k 55,2 34.:
Pakistal 4.8 2.2 17.7 40.1 35.2
Taiikistar 0.C 0.C 0.C 97.¢ 2.1
Turkmenista 15.2 0.C 13.4 71.C 0.4
Uzbhekistal 10.€ 3.1 20.2 58.1 7.1
Yemer 0.C 1.2 7.t 60.€ 30.7

Source: World Bank, G

iobal Deve

lopment Finance 2001.
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Table A2: Exportsof OIC Countriesto EU

27

Total exports Exports to EU Share of exports to
(Million US $) countries (Million EU
us $) (%)

1998 | 2000 1998 2000 199§ 2000
Albania 206 280 191 260 92.7 92.4
Algeria 10956| 20225 7500 145530 68.5 719
Egypt 3159 | 5458 2560 2990 81.( 548
Jordan 1208 1428 180 160 14.9 11p
Lebanon 716 825 180 190 25.1 23.p0
Libya 6032 | 12471 4939 11800 81.9 94.p
Morocco 4634 | 8338 2717 5850 58.6 70.p
Syria 2890 | 4628 1660 3210 57.4 69.44
Tunisia 5748 | 6233 5040 5140 87.7 82.p
Turkey 26301| 27625 15170 17040 57.7 61|7
gﬂrz'te”a”ea” 61850 | 87511 | 40137 | 61190 | 649 | 69.9
Benin 232 232 60 70 25.9 30.7
Burkina Faso 292 221 90 70 30.8 31
Cameroon 1671 2217 1312 1650 785 7414
Chad 120 85 83 49 69.2 57.9
Gabon 2488| 3883 560 950 22.5% 24.pb
Gambia 29 20 23 11 79.3 52.9
Guinea 821 820 500 430 60.9 52.4
Guinea-Bissau 102 63 11 5 10.8 8.1
Ivory Coast 4395 4702 2760 1900 62.8 404
Mali 292 241 110 80 37.7 33.2
Mauritania 495 499 350 330 70.7 66.1
Mozambique 245 379 130 140 53.1 36.p
Niger 206 167 170 90 825 53.9
Nigeria 11364 2041( 3250 5850 28.6 28J)
Senegal 832 862 400 370 48.1 420
Sierra Leone 7 49 4 23 57.1 46.%
Somalia 128 140 12 1 9.4 0.7
Sudan 538 1155 200 180 37.2 15.p
Togo 413 427 50 60 12.1 14.1
Uganda 410 355 310 210 75.6 59.p
Sub-Saharan 25080 | 36927 | 10385 | 12469 | 41.4 33.8
Azerbaijan 607 1400 60 920 9.9 65.7
Bahrain 2750| 8058 340 360 12.4 4.5
Bangladesh 3822 5658 2290 26710 59(9 47.2
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Brunei 1979 | 3093 310 160 15.7 5.2
Guyana 582 643 160 200 27.% 31.|L
Indonesia 48843 67327 11140 11190 22(8 14.6
Iran 12884| 22195 4520 7620 35.1 34
Iraq 4649 | 12492 2550 5460 54.9 43.f
Kazakhstan 5404 7977 1090 2960 202 3711
Kuwait 8915 | 11577, 1380 2330 15.5 20.1
Kyrgyzstan 513 527 210 110 40.9 20.9
Malaysia 73470 10239013130 | 15770 17.9 15.4
Oman 5375| 8869 240 180 4.5 2.0
Pakistan 8433| 9154 268( 2560 318 28|0
Qatar 4947| 9685 130 350 2.6 3.6
Saudi Arabia 38727 69327 8580 14580 22|2 21.0
Surinam 436 512 151 165 34.6 32.3
Tajikistan 597 936 100 50 16.8 5.3
Turkmenistan 506 1897 140 21( 27.7 114
UA.E 25806| 38362 1760 2330 6.8 6.1
Uzbekistan 2441 2709 540 51( 221 188
Yemen 1497| 1899 100 70 6.7 3.7
Others 251686 | 384785 | 51521 | 70635 | 20.5 18.4

Ol C-total 338616 | 509223 | 102043 | 144294 | 30.1 28.3

Source: IMF, Direction of Trade Statistics, Quartedyne 2001. IMF, Direction of
Trade Statistics, Yearbook 2000.
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Table A3: Imports of OIC Countriesfrom the EU

Total imports Impggtusnftrr?g EU Share of imports

(Million US $) (Million US $) from EU (%)

1998 2000 1998 2000 1998 2000
Albania 795 1040 620 770 7810 74.0
Algeria 9834 10762 584( 5700 59.4 53.0
Egypt 16479 20834 8200 7630 49.8 36.6
Jordan 4011 4288 125D 1470 31.2 34.3
Lebanon 7060 5950 317D 2720 449 4571
Libya 5600 4708 | 2910 2440 52/0 51.8
Morocco 8427 12666 6660 7380 79.0 58.3
Syria 3895 4938| 173( 1660 444 33.6
Tunisia 8402 9273 636( 6630 75.7 71.5
Turkey 44731 52713 24090 28270 53.9 53.6
gﬂrz'te”a”ea” 109234 | 127172 | 60830 | 64670 | 557 | 509
Benin 639 1186 470 540 7316 455
Burkina Faso 814 838 28( 210 34.4 25.1]
Cameroon 1495 1464 1030 880 68.9 60.1
Chad 177 171 98 84 554 49.4
Gabon 1118 1463 650 1000 58.1 68.4
Gambia 329 234 120 107 36(5 45.8
Guinea 775 764 360 330 46|5 43.2
Guinea-Bissau 91 94 46 46 50.5 49 .4
Ivory Coast 2991 3341 173p 134( 57.8 40.1
Mali 1222 1347 370 320 30.8 23.8
Mauritania 610 672 320 340 5215 50.6
Mozambique 817 1460 18( 210 22.0 14.4
Niger 362 409 170 160 47.0 39.1
Nigeria 7582 8568 314( 3560 4114 41.5
Senegal 1537 1780 98(] 960 63.8 53.9
Sierra Leone 198 399 90 160 455 40.1
Somalia 246 329 18 32 7.3 9.7
Sudan 1609 1490 54( 470 33.6 31.5
Togo 1088 1203 280 310 25/7 25.8
Uganda 860 935 220 200 256 21.4
i‘;ﬂg"hara” 24560 | 28147 | 11092 | 11260 | 452 | 400
Azerbaijan 1076 1153 360 280 33.5 24.3
Bahrain 2831 3603 850 870 3010 24.1
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Bangladesh 7370 9082 630 710 8.5 7.8
Brunei 2353 1427 690 380 2913 26.6
Guyana 554 611 80 80 14/4 13.1
Indonesia 273371 37910 4540 4400 16.8 11.¢
Iran 13158| 13925 4890 4660 37.2 335
Iraq 1431 1712 560 830 39]1 48.5
Kazakhstan 4257 5975 1430 1230 38.6 20.4
Kuwait 8617 3659 | 2360 1570 2714 429
Kyrgyzstan 841 576 100, 70 119 12.2
Malaysia 58319 86041 598D 8230 10.3 9.6
Oman 5682 5296, 1600 1110 28.2 21.0
Pakistan 9308| 11049 1730 1770 18.6 16.(
Qatar 3717 3251, 1490 1240 40.1 38.1
Saudi Arabia 30012 36741 131P011340 | 43.7 30.9
Surinam 552 496 168 128 30{4 25.9
Tajikistan 711 804 50 30 7. 3.7
Turkmenistan 966 1177 18( 190 18.6 16.1
UA.E 24728| 38010 957( 11470 38,7 30.2
Uzbekistan 3055 2581 66( 520 21.6 20.1
Yemen 2167 2748 740 600 341 21.8
Others 209042 | 267827 | 51818 | 51708 | 24.8 19.3
OlC-total 342836 | 423146 |123740| 127638 | 36.1 30.2

Source: IMF, Direction of Trade Statistics, Quartedyne 2001. IMF, Direction of
Trade Statistics, Yearbook 2000.



