Capital Markets Board

Acting Chairman Dr. Turan EROL’s

Speech at

European Union Twinning Project Conference

6 June 2007

Hilton Hotel - Istanbul



s i £
é%ﬁ SERMAYE PivyAsAsi KURULU

Honorable Minister, Honorable Undersecretary, Honorable President

and Dear Guests,

Welcome to the publicity conference of the European Union Twinning Project,
which is run jointly by Capital Markets Board of Turkey and Federal Financial

Supervisory Authority.
Dear Guests,

Quick and effective compliance with the EU acquis has great importance on
the progress of negotiations between Turkey and the EU. Beyond this negotiation
process for EU membership, we believe that achieving compliance in such a dynamic
area with strong global connections has a peculiar importance in contributing to our

economy.

Effective functioning of the markets and their ability to compete with similar
markets depend mostly on investor confidence. One important factor in providing the
confidence of investors in transferring their savings to Turkish capital markets is the
existence of standards equivalent to developed markets in registration, licensing,

surveillance, supervision and transparency.

Within this objective, we have started our work, together with the Ministry of
Finance of Germany, in February 2006. The date for the conclusion of our project is
November this year. Since the initiation of our project, 55 experts who are very
competent in their areas from institutions such as Federal Ministry of Finance,
Federal Financial Supervisory Authority, German Central Bank and Max Planck School
for Private Law have visited our country and worked with the expert staff of the CMB
as well as officials from other relevant public and private sector entities for over 500
man/days. As of November 2007, this time will approach 1000 man/days. With this
intense working tempo, we are trying to achieve a very assertive target which can be
summarized as the preparation of a capital market legislation complying fully with
the EU acquis that is ready for implementation. With the scope of the EU acquis in
mind, it is not hard to imagine how intense and exhaustive the work needs to be for

the preparation of draft legislation in a wide range of topics in less than 2 years time.
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Dear guests,

Most of the efforts within the Project were dedicated to the component on
the preparation of draft Capital Market Legislation in conformity with the EU

acquis.
Some of the topics within this framework are;

e Prospectus Requirements,

e Regulations that aim to detect and punish market abuse such as market
manipulation and insider trading,

e Transparency applications,

e Institutional investors,

e Intermediary activities and the capital adequacy of intermediary
institutions

e Stock markets, and

Investor compensation

Achieving the conformity of Turkish capital market legislation with the EU
acquis is among our most important priorities. Nonetheless, it is unthinkable to
determine regulations concerning capital markets and market participants regardless
of the existing conditions in these markets. Thus, in the process of preparing the
draft legislation, great emphasis was put on cooperation with the market participants

and institutions that will apply this legislation.

Another component of the project is “Regulatory Impact Assessment”.
The guidelines prepared within this context will assess affects of the implementation
of the draft regulation on the industry, thereby enabling the specification of the
measures to prevent the conformity with regulation from becoming a burden on the

industry and of the necessary transition periods..

Although advanced regulations are important for the functioning of markets,
in case the personnel responsible for the application of the regulations lack necessary

knowledge, the regulations will not create the expected impact, on the contrary, they
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will create problems in the functioning of the markets. Therefore, another main
component of our project is training. Within this framework, seminars are being
held with the German experts supporting our project for the training of CMB experts
as well as the experts from relevant public and private sector institutions who will be
responsible for the application of this new legislation. Study visits are being
organised for the observation of application of these regulations, and emphasis is put

on the training of trainers.

Finally, another topic that will complement the work | have mentioned so far
entails the preparation of the procedures for strengthening the operational efficiency

of the Capital Markets Board.
Dear guests,

As | mentioned in the beginning, the preparation and promulgation of the
legislation in conformity with the EU acquis has great importance in both the
enhancement of Turkey’s negotiation process with the EU and in the improvement of

the competitive strength of our markets.

In the realization of this aim, it has been a great opportunity for us to have
the support of competent experts who are responsible for the preparation and
application of capital market legislation from a country with such developed markets

as Germany.

Before ending my words, | would like to thank the EU officials, German
authorities, and my expert colleagues from both sides who are working exhaustively,
and in particular 1 would like to thank the BaFin Chairman Mr. Jochen Sanio and our
Twinning Advisor Mr. Norbert Venzlaff for their contributions in the initiation and

successful continuation of our project.

I would also like to say that | am very pleased that the project has gone
beyond cooperation in contributing to the development of a common understanding

and productive relationship with both Germany and the EU.

Thank you for listening to me and for your participation in the conference.



