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ABSTRACT  
Purpose- Dollarization refers to the use of foreign currency instead of domestic currency by citizens as a result of macroeconomic instabilities. 
Generally, due to the instability caused by inflation, the local currency loses its functions as a unit of account, a store of value, and in the last 
stage, a medium of exchange. Partial dollarization is the fulfillment of any of the three functions of money by a foreign currency. The purpose 
of this study is to measure the dollarization level of the Turkish economy between 2000 and 2022 (a 23-year period). This study employs the 
most comprehensive definition of portfolios of Turkish Lira and foreign currency to measure the degree of asset and liability dollarization. 
This study measures the dollarization degree of the Turkish economy by using the composite dollarization index developed by Reinhart et 
al., (2003). 
Methodology- The composite dollarization index based on the definition by Reinhart et al., 2003, has two components; asset dollarization 
and liability dollarization. This study measures the level of dollarization by using Reinhart's definition of the Turkish economy between 2000 
and 2022.  We construct the asset dollarization as a ratio of the foreign currency portfolio to the total portfolio. Liability dollarization is 
defined as the sum of the ratio of foreign currency credit to the total credit, the ratio of the domestic debt in foreign currency to the total 
domestic debt, and the ratio of total external debt to the GDP. The composite dollarization index is the sum of asset dollarization and liability 
dollarization. 
Findings- The dollarization in bank deposits rose to 57%in 2001 and then dropped to 27% in 2010. The dollarization in bank deposits has 
started to rise again since 2013. The increase in dollarization in bank deposits has accelerated since 2021. It reached 70% by the middle of 
2022. Asset dollarization has a similar path to the dollarization in bank deposits. The level of the asset dollarization is generally lower than 
the level of the deposit dollarization for all years examined. The liability dollarization also follows a similar path. As the degree of asset 
dollarization increases, the degree of liability dollarization also increases. Finally, the composite dollarization index has been rapidly 
increasing since 2010. 
Conclusion- As discussed extensively in the literature, the degree of dollarization is an important indicator of a healthy economy. The 
literature supports that there is a strong link between the degree of dollarization and macroeconomic indicators. When economic instabilities 
are on the screen, the use of a stable foreign currency instead of domestic currency increases. Some previous studies measured the 
dollarization by considering only asset dollarization or only liability dollarization may have deficiencies in the comprehensive definition of 
dollarization. Therefore, a comprehensive measurement of dollarization should better consider both the assets and liabilities of the balance 
sheets. The empirical findings of this study indicate that the degree of dollarization has been increasing since 2013 and the rate of increase 
accelerated especially after 2021 based on the comprehensive dollarization index constructed. 
 

Keywords: Dollarization, Turkish economy, composite dollarization index, inflation, macroeconomic instabilities 
JEL Codes: E31, F31, G01 
 

 

REFERENCES 

Akinci, Ö., Özer, Y. B., & Usta, B. (2005). Dolarizasyon endeksleri: Türkiye’deki dolarizasyon sürecine ilişkin göstergeler (p. 26). Central Bank 
of the Republic of Turkey. 

Bărbuță-Mișu, N., Güleç, T. C., Duramaz, S., & Virlanuta, F. O. (2020). Determinants of dollarization of savings in the Turkish economy. 
Sustainability, 12(15), 223-239. https://doi.org/10.3390/su12156141 

Berke, B. (2009). Tam dolarizasyonun makroekonomik politika yansımaları. Elektronik Sosyal Bilimler Dergisi, 8(27), 313-329. 

mailto:suat.teker@isikun.edu.tr
mailto:dilek.teker@isikun.edu.tr
mailto:halit.guzelsoy@isikun.edu.tr
https://doi.org/10.3390/su12156141


 

11th Istanbul Finance Congress (IFC - 2022), V.16, 237-238                                                                              Teker, Teker, Guzelsoy 

 

_____________________________________________________________________________________________________ 
 DOI: 10.17261/Pressacademia.2023.1707                                         238                                                       PressAcademia Procedia 

 
 
 

Calvo, G. A. (2002). On dollarization. Economics of Transition, 10(2), 393–403. https://doi.org/10.1111/1468-0351.00117 

Calvo, G., & Gramont, C. A. V. (1993). Currency substitution in high ınflation countries. Finance & Development, 30(1). 
https://doi.org/10.5089/9781451953077.022.A011 

Edwards, S. (2001). Dollarization and Economic Performance: An Empirical Investigation (Working Paper No. 8274). National Bureau of 
Economic Research. https://doi.org/10.3386/w8274 

Edwards, S., & Magendzo, I. I. (2001). Dollarization, Inflation, and Growth (Working Paper No. 8671). National Bureau of Economic Research. 
https://doi.org/10.3386/w8671 

Edwards, S., & Magendzo, I. I. (2003). Strict Dollarization and Economic Performance: An Empirical Investigation (Working Paper No. 9820). 
National Bureau of Economic Research. https://doi.org/10.3386/w9820 

Kubo, K. (Ed.). (2017). Dollarization and De-dollarization in Transitional Economies of Southeast Asia. Springer International Publishing. 
https://doi.org/10.1007/978-3-319-57768-5 

Özen, A. (2018). Dolarizasyon Olgusu: Teorik Bir İnceleme ve Türkiye Örneği. Ekonomi Politika ve Finans Araştırmaları Dergisi, 3(1), 289-301. 
https://doi.org/10.30784/epfad.416391 

Ozsoz, E., & Rengifo, E. W. (2016). Understanding Dollarization: Causes and Impact of Partial Dollarization on Developing and Emerging 
Markets. In Understanding Dollarization. De Gruyter Oldenbourg. https://doi.org/10.1515/9783110437027 

Park, H., & Son, J. C. (2022). Dollarization, inflation, and foreign exchange markets: A cross-country analysis. International Journal of Finance 
& Economics, 27(3), 2724–2736. https://doi.org/10.1002/ijfe.2295 

Reinhart, C. M., Rogoff, K. S., & Savastano, M. A. (2003). Addicted to Dollars (Working Paper No. 10015). National Bureau of Economic 
Research. https://doi.org/10.3386/w10015 

Samreth, S., Sanchez-Martin, M. E., & Ly, S. (2019). Dollarization Dilemma: Price Stability at the Cost of External Competitiveness in Cambodia 
(SSRN Scholarly Paper No. 3430503). https://papers.ssrn.com/abstract=3430503 

Yilmaz, G. (2005). Financial Dollarization, (De)Dollarization and The Turkish Experience (Working Paper No. 2005/6). Discussion Paper. 
https://www.econstor.eu/handle/10419/83240 

Yinusa, D. O. (2009). Macroeconomic Fluctuations and Deposit Dollarization in Sub-Saharan Africa: Evidence from Panel Data [MPRA Paper]. 
https://mpra.ub.uni-muenchen.de/16259/ 

Yinusa, O. (2009). Macroeconomic Fluctuations and Deposit Dollarization in Sub-Saharan Africa: Evidence from Panel Data. MPRA Pap., 
16259. 

Yılmaz, K. Ç. (2022). Time-varying causality between dollarization and exchange rate. Business & Management Studies: An International 
Journal, 10(1), 163–175. https://doi.org/10.15295/bmij.v10i1.1982 

 

https://doi.org/10.1111/1468-0351.00117
https://doi.org/10.5089/9781451953077.022.A011
https://doi.org/10.3386/w8274
https://doi.org/10.3386/w8671
https://doi.org/10.3386/w9820
https://doi.org/10.1007/978-3-319-57768-5
https://doi.org/10.30784/epfad.416391
https://doi.org/10.1515/9783110437027
https://doi.org/10.1002/ijfe.2295
https://doi.org/10.3386/w10015
https://papers.ssrn.com/abstract=3430503
https://www.econstor.eu/handle/10419/83240
https://mpra.ub.uni-muenchen.de/16259/
https://doi.org/10.15295/bmij.v10i1.1982

