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EXPLANATION

The BRSA having main objective  ensuring confidence and stability in financial
markets is publishing this periodical Report including the evaluations
concerning the performances of banks, financial hold ing companies and
leasing, factoring and finance firms as well as significant developments
realized in financial sector pursuant to the Article 97(3) of the Banking Law Nr.
5411.

This issue of the Financial Markets Report is composed of three sections. Th e
section of macro financial frame includes global and national economic
developments, the section of developments in financial sector includes the
developments of money and capital markets as well as performance analyses

of banks and financial leasing, factoring, consumer finance and asset
management institutions in sector basis and the last section includes
evaluations concerning the riskiness level, capital adequacy and profitability
analysis of banks as well as scenario analyses.

In the Financial Mark ets Report, unless otherwise specified, data concerning
banks cover domestic and also foreign branches of banks and are presented
by consolidating thereof.

BRSA takes necessary measures to ensure the quality and reliability of the data
used in the tables and charts presented in this Report. However, BRSA declines
any liability on account of tables and charts published in this Report

Periodic information included in any issue of Financial Markets Report may be
changes in the following issues as aresult o f updating due to various reasons.

The Report is prepared depending on the data received from the database by
the date of August 19, 2011. The updates following the mentioned date are
outside the scope of the  Report.
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GENERAL EVALUATION

We are passin g through a period in which global economy face s three problematic areas.
These problems which are connected to each other are; public debt stock, growth and
employment problem and social instability. As a matter of fact, problems regarding the public

debt stock in developed economies have caused the growth performance to weaken.
Accordingly the global economic recovery has slowed down and a new recession risk has
appeared. Within this frame, the IMF growth estimations concerning 2011 are revised from 4.4%

to 4.3%. While the economies of USA and Japan present a weak appearance for growth
performance, the problems concerning public debt stock and public finance in the economies

of the European Union have also increased more and more. This situation affects ne gatively the
financi al mar kets throughout the gl obe. Furthermore,
debt ceiling, social problems seen in the Euro Zone have caused the deterioration of market
confidence within this period. The indebtedness of hous ehold and corporate sectors is high in
developed economies which cannot provide income growth, which complicates these sectors

to strengthen their balance sheets. Within this scope, in the present conjuncture in which the

global economic activity is once a gain exposed to the risk of recession and the market
confidence is deteriorated, a political framework handling all these problematic areas at the

same time shall be implemented with a strong global coordination to preserve macroeconomic

and financial stab ility. After the global crisis, the separation between developed economies

and emerging economies increased and the weight of developed economies in global
economy and their high integration are both increasing the risk of these problems to cause
global in stabilities.

The data of second quarter of 2011 and other economic indicators announced show that the

positive separation between Turkey and developed economies is still continuing. In a period
during which the borrowing crisis seen in peripheral countrie s of Euro Zone may spread to
central countries, a possibility of a global recession requires the adoption of an approach
involving new measures concerning Turkish economy. As a matter of fact, approaches are
displayed regarding a slight loosening of the li miting elements on the domestic demand face to
the possibility of decrease of external demand which is conducting weak. Despite the risks
which are growing wild once again in the global environment, the borrowing, finance and
monetary policies in Turkey ar e sounder than equivalent economies and these problems are
manageable. Moreover, alongside public, the borrowing situation of household and corporate

sectors is more stable than in countries in the center of the crisis. According to current data,
consumer and real sector indexes are following a horizontal conduct, the moderate
improvement in labour market is continuing, and the leading indicators show that the economy

will grow more moderately in the second half of 2011. The value -loss in TL will help the risk of
current deficit to be limited. It is possible that the structural measures concerning current deficit

to gain more currency. Moreover, face to the risk of a possible global depression, increasing

the tax income by generalizing tax, a more effective combat against unrecorded economy
and using the public expenses in more productive areas will be helpful.

Total assets of financial sector kept growing within the second quarter of 2011; and they are
realized as TL 1.48 trillion as of June 2011. The shar e of banking sector within total assets of financial
sector is 76.2% and banking sector remained to be the biggest sector. Due to reasons such as
financial conditions and non -adaptation, the decrease in the number of financial leasing
companies is still co ntinuing since 2006. The access channels to financial sector are growing
mostly upon banking sector. 281 new branches are opened in banking sector comparing to end -
year. In parallel with the branching, the number of personnel employed increased by 5.883
persons. Depositors are still the biggest customer group of financial sector. Comparing to end -
2010, a serious increase is occurred in non -life insurance policies and life insurance policies as of
June 2011. The number of loan customers increased by 2.022 p ersons comparing to year -end.
When the investment portfolios are analyzed; it is seen that residents mostly prefer TL deposit,
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shares, investment funds and GDS. The increase of gold prices promoted the value of precious

metal accounts as well as the demand

to these accounts. When the indicators of insurance

premium production for the first six months are analyzed, an increase is estimated by the end of
2011 comparing to last year. When the quarterly real yields of investment instruments are

analyzed, it is seen that the stock -market index, US Dollar and deposit have made their investors
lose, while on the contrary euro and gold have caused their investors gain.

Total assets of the banking sector have grown by 13.8% during the six months at the end of the
first half of 2011, and by 26.1% comparing to the same period of previous year. 70% of the
annual asset growth was emanated from the increase in loans, 17% from the increase of
-annual growths of asset item

receivables from banks, CBRT and money markets. Semi
18% in loans, 64.3% in receivables from banks, CBRT and money markets and 14.7% in cash

assets. It is considered that the proceeding of economic growth and appropriate levels of
interest rates were affective in the increase of loans within the secon
Amendments were made in regulations concerning reserves for loans and capital adequacy

by the BRSA in mid-June. In these amendments, it was aimed especially that banks

experiencing high growth in consumer loans
prudently and the credit risk to be managed in a
results of these regulations will be  perceived within the second half of year. As of June 2011, the

loans to total assets ratio is 54.1% and th e securities portfolio to assets ratios is 24.4% in banking

sector, which are the highest ratios for loans and lowest ratios for securities portfolio since 2002.

S were

d quarter of year.

excluding housing and vehi cle loans to act more
better manner and it is expected that the

The appearance of shares of loans and securities portfolio which are the main functions of the
banking sector is considered as positive. As of June 2011, deposit composing the weighted

liability of the banking sector on annual basis increased by 16.8%, while the debts to banks item
ecreased to 57.5% for the first

increased by 46.3%. The share of deposit within total liabilities d

time since 2002. Funds from repo transactions have shown a high annual increase by 89.6%.

Due to the increase in required reserves, banks have procured their increasing fund necessities
he CBRT, which is considered to be effective in this
development. Securities issued are remarkable by their fast growth despite their limited shares

from repo transactions realized with t

within the balance sheet. The increase of alternative and relatively long

the sector has a decreasing effect on the maturity structure mismatch.

Banking Sector Soundness Indicators

-term fund resources of

(%) 2005 2006 2007 2008 2009 Mar.10 Junel0 Sep.10 Dec.10 Mar.11 Junell
Legal Own Funds/Risk Weighted Assets 23,7 219 189 18 20,6 20 19,2 19,3 19,0 18,0 17,1
Tier | Capital/Risk Weighted Assets 243 21,3 183 17,2 186 181 17,5 175 170 16,4 156
Non-Performing Loans (Net)/Own Funds 1,6 1,5 1,8 3,3 3,2 3,1 2,8 2,7 2,4 2,2 2,1
Non-Performing Loans/Gross Loans 4,7 3,7 3,5 3,7 53 4,9 4,4 4,3 3,7 32 2,9
Return on Assets 2,7 3,2 3,3 2,5 3,3 3,9 3,6 3,2 3,0 2,8 2,5
Return on Equity 20,4 27,1 26,6 20 26,4 31,3 28,6 25,2 22,3 20,9 19,2
Net Interest Incomes (Int. Margin)/Gross Income 60,5 60,4 61,0 64,7 67,1 638 62,0 61,1 61,5 55,4 56,7
Non-Interest Exp. /Gross Income 49,2 46,2 449 476 38,1 37,3 39,9 42,4 43,4 43,2 46,0
Liquid Assets/Total Assets 54,1 45,3 48,3 48,7 47,5 47,2 47,1 44,0 43,3
Liquid Assets/ShorTerm Debts 93,7 75,2 80,1 80,3 75,8 75,8 77,3 74,8 71,0
FX Open Position/Ownunds 4,6 4,4 2,4 1,7 0,3 0,4 0,6 -1,5 0,1 0,3 1,4

When the conduct of financial soundness indicators as of June 2011 is analyzed, it is seen that
the capital adequacy is strong, but the growth in loans continuing within the first half of year

was effect ive on the decrease of CAR. The ratios formed for the non

concerning the asset quality of the sector are indicating the high level of asset quality. It is
expected that the increase in asset quality will continue. The decrease in the secto
profitability kept continuing during the second quarter of year. The decreasing tendency in
liquidity indicators is continuing. The exchange rate risk has preserved its manageable and

limited level.

Total assets of the non -banking financial sector con
quarter of 2011. Accordingly, total assets of asset management companies, consumer

BRSA

tinued their growing tendency in the second
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financing companies, factoring companies and financial leasing companies increased
respectively by 54.7%, 53.9%, 22.7% and 19.7% on June 2011 comparing to the same period of
previous year. While the shares of financial leasing sector and factoring sector are decreasing
within non -banking sector, the shares of asset management and consumer financing sector are
increasing. When the pr ofitability of non -banking financial sector is analyzed, it is seen that net
term profits of companies for all  these sub-sectors have increased. Similarly, the increase of own
funds is continuing for all non -banking financial sector also in this period. Wh  en the number of
companies bearing a loss in the sector within the first half of 2011 is examined, it is seen that
asset management companies did not bear a loss since 2010 and the number of companies
bearing a loss in consumer financing companies decrease d from 4 to 2. However, within this
period, the number of companies bearing a loss in financial leasing and factoring sector
increased by 1.

Banking Sector Risk Evaluation

March 2011 June 2011 Expectation for Next Period
Due to the continuingimprovement of loan quality, the nonperforming loans

CreditRisk Downwards Downwards o
ratio will decrease
Market Risk Stable Stable Weight of GDS and Eurob_ond W|th|_n c_ommermal portfolio remains and
exchange rate risk remains in an acceptable level

Share of overthe counter transactions will continue in derivative transactions
Derivative
Transactions Stable Stable Concentration risk emanating from the fact that counterparties are residents c

a country will continue
Structural Interest Deficit between interest sensitive assets and liabilities in shaerm will
) Upwards Upwards -
Rate Risk continue
Liquidity Risk Upwards Upwards With the effect of CBRT decision concelrnmg're'qwred reserves, FX and tote
liquidity adequacy ratios will increase

ConcentrationRisk Stable Stable No important changes in loan concentration

The developments occur ed in risk factors within the first quarter of 2011 show that the present
riskiness levels in market risk, risks emanating from derivative transactions and concentration risk
in the risk appearance concerning banking sector are still continuing and the downwards
movement of riskiness level of credit risk is also continuing. According to stress test results,
structural interest rate risks are still moving upwards. Moreover , the decrease of FX and total
liquidity ratios concerning the first and second maturity tr anches is determining that the risk
appearance of liquidity risk is moving upwards. Concerning the next period, an improvement is
expected for credit risk appearance

Credit risk the banking sector is exposed to maintained its decreasing trend as of the first half of

2011. In this period, FRratio decreased to 2.9%. Although the said value represents the increase

in credit quality of banking sector as it is the lowest observed since end -2002, it can be said that
there is a significant way ahead of the sector for improving credit quality. Amount of NPL
decreased by 1.5% when compared to the previous quarter and realized as TL 18.6 billion as of

June 2011. When loans are analyzed by their types , it is seen that the decreasing trend observed

in NPL ratios of SME loans, consumer loans and commercial loans continues as of June 2011. As

of June 2011, FRratios decreased by 3.4% for SME loans, 3.3% for consumer loans and 2.4% for
commercial loans. When consumer loans are analyzed, it is seen that NPL amounts concerning
housing, vehicle and retail loans decreased by 10%, 7.9% and 3.5%, respectively, as of June
2011 when compared to previous quarter, while NPL amount concerning ¢ redit cards increased
by 0.2%. Credit volume increased for all consumer loans, causing FRratios for the credit types
mentioned to decrease. Aging analysis for the loans mention ed indicates that follow -up ratio of
loans extended especially after the first half of 2009 decreased notably. When sector
distribution of NPL is analyzed, it is seen that NPL amounts concerning loans extended to industry

and service sectors decreased as of June 2011, while NPL amounts concerning loans extended

to agriculture sector increased slightly. The decrease in NPL amount shall increase the profitability
of the sector; hence capital structure of the sector shall become healthier. In parallel, the
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sector, shall gain the opportunity to extend new loan s. When it is compared with S outh Korea
and Spain in pre -crisis period, it is seen that Turkish banking sector has a more positive outlook in
improving asset quality and it is expected that this matter shall be emphasized

In the second quarter of 2011, capital amount which banking s ector should set aside for the
market risk it is exposed increased by 4.2% when compared to the previous quarter and
amounted to TL 2.9 billion. In June 2011, capital amount the sector should set aside for stock
provision risk and interest rate risk decrea sed by 13.8% and 1%, respectively when compared to
the previous period to TL 110.2 hillion and TL 2 billion, while the capital amount that should be

set aside for commodity risk and foreign exchange rate risk increased by 130% and 20.9%,
respectively when compared to the previous period and reached TL 48.3 million and TL 739.3
million. In June 2011, while the decreasing effect of scenarios concerning the increases in
second hand G DS, share and investment fund prices on capital of the sector decreased when
compared to March 2011, the decreasing effect of scenarios concerning increases in Eurobond

prices on capital of the sector increased when compared to the previous period. In the second

quarter of 2011, while on-balance sheet foreign exchange open position of the sector
decreased when compared to the previous quarter to USD 17.6 billion, off -balance sheet
foreign exchange surplus position of the sector decreased by 0.03% to USD 18.6 billion. Foreign
Exchange Net General Position (FXNGP) of the sector which was USD 1 billion as of March 2011
decreased to USD 0.96 billion as of June 2011. In this period, FXNGP/Own -fund ratio of the sector
did not change when compared to the previous period and remained at 1.1% level.

It is seen that the most traded derivative transactions in banking sector are swap transactions,
interest swap transactions, money option transactions and money forward transactions. Share

of these four transactions within total derivative transactions is 94.64%. When it is analyze d by
maturity, it is seen that maturities of derivative transactions were extended in the first half of
2011. While 49.92% of total derivative transactions have maturities up to 3 months or shorter as of
end -2010, in 2011, this ratio realized as 46.80% as of the first half of the year. It is observed that
derivative transactions counterparty of which is non -resident have a higher share within total
derivative transactions. It is especially noteworthy that counterparty of 47.90% of total derivative
transactions and 59.1% of swap transactions is residing in England. Assuming that all option
transactions are over counter, share of over -the -counter derivative transactions realized as
99.01%.

In June 2011, while 1 -month TL had a deficit by TL 142.1 billion, 1 -month USD by TL 54.7 billion, 1 -
month EUR by TL 20.9 billion and 1 -month total FX by TL 66.3 billion; 1 to 3 -month TL had a deficit
by TL 7.6 billion, 1 to 3 -month USD by TL 12.2 billion, 1 to 3 -month EUR by TL 18.3 billion and 1 -
month total FX had a deficit by TL 26.2 billi  on. In the second quarter of the year, 1  -month EUR
open position decreased when compared to the previous quarter, while 1 -month TL, USD and
total FX open position had a deficit. In the second quarter of 2011, 1 to 3 -month TL, USD, EUR
and total FX open pos ition increased when compared to the previous quarter. As of June 2011,
average placement interest, interest cost and interest margin realized as 7.4%, 4.6% and 2.9%,
respectively

The fact that CBRT have to set aside more required reserves as a result of their resolution on
required reserves, this state is pushing the banks to compensate their liquidity requirements by

the mediation of repo. I n addition to the banksd decrea

portfolio for increasing loan granting capac ities has caused the fact that liquidity adequacy

ratios decreased in sector general. The fact that FX repo transactions and derivative

transactions which bear liability increased in April -June period, has affected FX liquidity

adequacy ratios negatively . On the other hand, stock value liquidity adequacy ratio

calcul ated for monitoring and evaluation of l'iquidity
liabilities increased by the effect of changing policy of CBRT o n required reserves. On the other

hand, the mat urity of the deposit which is the most important fund source of the banks
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continues to extend, as a result of the said policy of the CBRT. The share of the deposit with
maturity up to 1 month in total deposit regressed to 16.1% in June 2011 period from 21 7% in
March 2011 period. The share of the deposit with a maturity more than 3 months in total deposit
decreased to 15.4% from 10.6% in the period mentioned. It is observed that the moderate
decrease began in December 2009 in the share of the biggest 25, 5 0 and 100 cash and non -
cash loans extended by the banking sector in total loan amount continues in June 2011. When

the distribution of loans is observed in respect of amount, in this period, it can be said that the

loans extended are partially small scale, additionally there is a limited increase in loan amount

per person. Besides the decrease seen in the share of large loans, the fact that approximately

32% of total loans were comprised of consumer loans such as housing loan, retail loan and

credit cards w hich the number of customer is quite high, is responded positively in respect of
concentration risk. The capital adequacy ratio (CAR) of banking sector realized by 17.1% in

June 2011 and has protected its powerful outlook also in this period. While the hig h increasing
trend in risk weighted assets comparing to equity continues, the increase observed in risk
weighted assets of large scale state banks was affective in the decrease of CAR. The high
increasing trend observed in risk weighted assets comparing to equity continues. The share of
Tier1 capital of banking sector in equity realized as 90.7% by showing an increase amounting to

TL 4.6 billion in the second quarter of 2011. The weight of tier -1 capital in equity is indicating the
high capital quality in ~ Turkish Banking sector.

Net period profit of banking sector realized as TL 10.3 billion in June 2011 by decreas ing to TL 1.8
billion as to the same period of the previous year. When the general trend in profitability is
evaluated on global basis, it can be seen that Turkish Banking sector is among the countries
having the highest profitability ratios within G20 countries. The decrease occurred in the profit
amount of the sector as to the same period of the previous year is emanating from the
decrease amount ing to TL 2 billion occurred in net interest incomes, basically. Thus, in spite of

the increase amounting to TL 3 billion in the interests from loans in the period mentioned, with

the effect of the decrease in interests from securities and interests from b anks and money
market transactions, interest incomes increased by 1.4 billion and interest expenses increased
by TL 3.4 billion. The non-interest income -expense s balance resulted in favor of non  -interest
expenses due to the effect of the increase by TL 1.4billion and TL 2.6 billion in non -interest
incomes and non -interest expenses respectively, in the same period. The income composition

of the sector is showing a change in favor of loan interest incomes. It is observed that the share

of interest incomes fr om loans in total incomes increased to 48.3% from 46.8% in the second
quarter of the y ear. While the moderate decreasing trend in return on assets and equities is
continuing , ROA and ROE realized as 2% and 15.4% respectively, decreasing by 0.6 and 3.7
poin ts in the second quarter of 2011 as to the same period of the previous year. T he most
significant reason why the capital adequacy of the sector remain s strong in probable shocks
which are implemented to risk factors is the sensitivity and scenario analysis  results which are
implemented within the scope of stress test studies, prudent risk management implementations

and strong capital structure. According to sensitivity analysis results, it is seen that loan
expansion was effective in the sensitivity relati  ng to cash and non -cash loans turning into loss,
which are credit ri sk factors of banks® incomes. Sensit
market risk is showing the fact that the positions the banks take relating to interest rate, stock

prices and FX risk factors are at reasonable levels. Scenario analysis made relating to structural
interest rate risk is introducing the fact that unit interest increase and decrease shall cause

higher interest return or interest cost as to the previous period. This r esult is showing itself also in
scenario tests prepared by using econometric model and it is observed that , among the
scenarios implemented, the one with the highest estimated total loss is the scenario involving
high interest increase.
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1
1.1

MACROFINANCIAL FRAME

Global Frame

World economy grew by 4.3% in the first quarter of 2011. However, the decrease in the growth
performances of emerged economies in the following period caused growth predictions for
2011 to be revised downwards. After the mentioned updates, global product increase rate
which was foreseen as 5.1% in 2010 is predicted to be realized as 4.3% in 2011 by the IMF.
Growth rate of emerged economies in 2011 is predicted to be as 2.2%. Growth increase in
emerging economies in the same period is foreseen as 6.6%. The strong performance of
emerging economies has contributed to the protection of global growth. It points out to the
continuation of the separation in growth performance. While the high performance of
emerging economies is deemed as a positive indicator, nations gain importance not for only
economies but also for whole global system. The earthquake and tsunami disaster occurred in
Japan had negative e  ffects on the recovery process of emerged economies. Furthermore, the
weakening in the growth performance of the USA is also remarkable. When we analyze Euro
Zone, it is seen that France and Germany grew more than expected in the first half of the year
while Greece, Italy, Portugal and England has problems with recovery.

Global Growth and Unemployment Raﬁos(%)
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Source: IMF, OECD and BRSA, P: Prediction
It is seen that the crisis has dee p impacts on developed economies. Although there is a relative
recovery in economic activity, it is seen that growth does not have a strong structure viable
enough. The facts that consumer and investor confidence could not be established and there is
not a healthy increase in employment have negative effects on public finance which has
problems already. Accordingly, there is a dilemma that while expansionary finance policy is
expected to be maintained, public finance problems causes financial markets to hav e bigger

disturbances .

It is seen that the increases in energy and product prices on global scale started to create
inflationist pressures. Annual inflation ratio which increased to 4% in developed economies in
the first quarter of 2011 is predicted to be 4.5% in the whole of the year. It is foreseen that the
inflation will be moderate in developed economies while it will increase to 6.9% in emerging
economies in 2011 by the impact of strong demand.
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Regional Current Balance and Price Developments
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Global foreign trade which increased rapidly after the crisis relatively slows down in 2011. It is
seen that this situation is in parallel with the de  crease in growth performances.

Global economy faces three problem areas in this period. These areas which are linked with

each other are defined as public debt problem, growth problem and social inst ab ility. Rather
than single solutions for the problems, i tis thought that a strong, stable and balanced economic
performance can be reached at by the resolution of all of them in the same process. In order

for the management of public debt, growth must be strong and stable. But, since the debt

stock is high and tax income does not increase due to stagnancy, finance policy cannot be

used actually.

Global Public Sector Balance and Public Debt Stock

Ratio to GDP: % Public Sector Balance Gross Public Séor Stock
’ 2008 2009 2010RF 2011F 2012F 2008 2009 2010RP 2011F 2012P
World -1,9 6,7 5,5 4,6 3,7 57,6 64,7 67,0 69,3 70,3
Developed Economies -3,6 8,8 7,5 6,8 5,3 79,4 91,5 96,8 101,9 1041
USA 6,5 -12,7  -10,3 9,9 -7,8 71,2 84,5 91,2 98,3 102,3
Euro Zone 2,1 6,4 6,1 4,3 3.4 69,7 79,1 85,4 87,9 88,7
France -3,4 -7,6 7,1 5,8 4,9 68,3 79,0 82,4 84,8 86,6
Germany 0,1 -3,0 -3,3 -1,9 -1,1 66,3 73,4 83,2 82,3 81,0
Italy 2,7 5,3 4,5 4,1 -3,2| 106,3 ne6,1 119,0 1206 120,3
Spain 4,2 -11,1 9,2 6,2 5,1 39,8 53,3 60,1 67,5 69,7
Japan 4,2 -10,3 9,6 -10,5 9,1 1950 216,3 2204 2332 236,7
United Kingdom 4,9 -10,3 -10,2 8,5 -7,0 52,0 68,3 77,1 82,9 86,5
Canada 0,1 4,9 56 -3,9 2,6 71,1 83,3 83,9 82,7 81,6
Emerging Economies 0,4 4,8 3,7 2,7 2,2 35,3 36,7 35,3 34,6 34,3
China 0,4 3,1 2,6 -1,6 0,7 17,0 17,7 17,0 16,5 15,7
India -7,2 9,7 9,2 8,5 8,1 74,3 74,0 68,1 66,2 65,9
Russia 4,9 6,3 -35 -1,4 -1,6 7,9 11,0 11,7 11,4 12,1
Brazil 14 3,1 2,9 2,8 2,9 70,7 67,9 66,1 65,6 65,2
Mexico -1,3 4,8 4,1 2,7 2,6 43,0 44,6 42,7 42,4 42,6
S. Africa 0,5 5,2 5,8 5,7 5,0 27,3 315 36,3 40,5 42,8
Low-income Economies -1,4 4,2 3,1 2,9 2,6 38,9 43,1 42,1 423 41,3
G20 Emerged 4,2 9,4 8,1 -7,6 6,0 84,3 97,3 1029 108,4 110,9
G-20 Emerging 0,3 4,8 -3,6 2,7 2,3 35,2 35,8 33,8 32,8 32,3
Source: IMF RP: Realization Prediction, P: Prediction
Public finance problems i n E ur pepiphérad countries caused risks arising from not
completely formed economic and monetary unity to appear. As a result, whole of Euro Zone

region has problems. Furthermore, it is seen that the measures taken by the countries which
take place in the middle of the crisis could not totally convince the markets. In end -July 2010,
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Euro Zone leaders agreed on a new package which also comprises financing opportunities

towards Greece. While the EFSF (European Financial Stability Facility) increased it s financial
support towards the member countries having problems, it brings additional measures for
removing the corporate governance deficiencies in public finance in their economies.

Gross Public Debt Stock / GDP
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This agreement shows that, on one hand, the expectation of member countries towards Euro
Zone continues and on the other hand, any measures can be taken for the continuation of Euro
Zone unity. As a matter of fac t, the mentioned agreement which was deemed positive by
financial markets ensured indicators to normalize in a certain level. Nevertheless, the
continuation of risks brings together the volatilities. Accordingly, the implementation of the
agreement in a co mplete and timely manner has critical importance. The situation in the EU is
similar with the USA economy. The political ~ tension relating to debt ceiling in the USA affected
all the markets. Even the existence of a probable finance shock in the USA caused big
problems. It is foreseen that the efforts for reducing the debt stock will have negative effects on
growth in short term, however in medium and long term it will have positive contributions to
growth due to the decrease in real interests and the decrea se in tax rates.

According to IMF data, the ratio of public debt stock to GDP in Euro Zone increased up to 87.9%

in 2011. The same ratio is predicted as 98.3% and 233.2% respectively in the USA and Japan in

the same period. In a period in which the growth slowed down a nd accordingly public  income
increase became limited necessitates additional public expenditures for recovery of economic

activity and it complicates the debt management of those economies. The fact that the
positive signals of growth performa  nce are not accepted by the market confirms this difficulty.

Global macroeconomic stability started to be affected by financial fluctuations especially

arising from public debt stock problems of Euro Zone. The fact that the housing market in the

USA is stil weak delays the strengthening of domestic demand in this country. The inconsistency

in public sector and the indebtne ss of household have also negative effects on banking sector.

The situations in the Euro Zone and in the USA are deemed as factors endan gering
macroeconomic and financial stability of developed economies.

Capital movements towards developed economies which have been into a rapid
disintegration after the global crisis increased rapidly due to both the strengthened economic
structures of th ose economies and the monetary expansion in developed economies. Total

private capital inflow towards emerging economies is predicted to increase to USD 989.8 billion
in 2010 and to USD 1 trillion in 2011 from USD 643.7 billion which is the crisis period b  ase level in
2009. When capital movement compounds in 2010 -2011 period are analyzed, it is seen that
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direct investments decreased, portfolio investments increased relatively and other trends which
cannot be classified basically increased.

Capital Movements towards Emerging Economies and Portfolio Trends
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The increase in energy and product prices created a t rade surplus depending on foreign trade

rate in some emerging e conomies. While it has positive effects on growth performances of
those economies, in the same time, it causes them to give support to capital flows.
Macroeconomic expectations and the mentioned development in global capital movements

affect real exchange rate levels. Especially the currencies of emerging economies are
observed to gain value against main money currencies after the global crisis. However,
especially as of the second quarter of 2011, the fact that macroeconomic inconsistencies of
developed e conomies started to become in global dimension and the lack of existence of a
reliable currency effectively in international payment systems led to value losses.

Real Effective Exchange Rate In dexes
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In a period in which the dimension of public debt problem and the risks towards growth
performance increase, no remarkable direction change is followed up in monetary policies of
emerged economies. Short -term interest rates in the USA, Japan and England maintained their
low level. It point sout that compliant monetary policies are maintained. However, the facts that
risks towards price stability in Europe increased as well as Germany and France have relatively
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strong economic a ctivity in the first half of 2011 caused the ECB to make a decision on interest
increase. The weakness in investment demand and that the growth is below the potential
cause decreases in long -term interest rates.

Short-term and Long -term Interest Rates
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Global financial stability injured heavily in the third quarter of 2011 due to the weakness in

07/2011

growth performance of the USA and the tension concerning indebtment ceili ng as well as the

increase in the risk of transformation of public debt problem in emerged economies, mainly in
EU region, to crisis in some economies.

Global Financial Pressure Index, BFCUS+ an d Volatility Indicators
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Global Financial Pressure Index prepared by the Bank of America -Merrill Lynch Global Research

was remarkably over zero value as July 2011. It signs to the increase in risk perception. The

Bl oombergds USA f i rexecatiora |indexhas & sinsilar distodtion.

As a matter of fact, VIX and VXY indexes which are other main risk indicators increased sharply

60
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30

10

in the same period and maintained that level. These levels are the highest leve Is after the level

in May 2010 in which public debt problem is firstly experienced in 2010 after the crisis.
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MSCI Stock Exchange Indexes and Yield Volatility
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The mentioned distortion in the view of financial markets had negative effects on whole stock
exchanges. MSCI -World index decreased to the levels in 2009. MSCI  -Europe index, decreased
to even lower levels. When the volatility in the mentioned global c ompound indexes is
analyzed, the increase is seen obviously. Moreover, it is observed that the volatility increased at

most in emerging market economies.

National Currency Denominated Stock Exc. Indx. Belonging to Selected Countries
2011

2006=100 2006 2007 2008 2009 2010 March June 15 Aug.
MSCiworld 100.0 107.5 60.2 79.0 86.3 89.4 86.0 81.2
MSCIEurope 100.0 100.0 52.8 68.8 74.9 75.0 71.6 64.6
MSCIEmer. Mar. 100.0 136.6 60.4 106.7 1262 125.3 122.2 111.0
USADJI 100.0 107.2 68.3 84.4 92.9 98.1 95.8 92.1
Japan 100.0 88.9 50.7 60.9 59.4 55.4 56.2 52.9
Germany DAX 100.0 122.3 70.2 90.3 104.8 105.3 108.0 89.9
Mexico 100.0 112.3 85.1 123.1 145.8 139.1 133.6 128.2
Brazil 100.0 143.6 82.9 152.0 155.8 152.4 137.2 122.9
Irland 100.0 73.9 24.8 31.8 30.7 30.6 30.6 27.0
France 100.0 101.5 56.2 70.6 68.7 71.7 68.3 57.7
Russia 100.0 118.2 36.0 87.8 110.4 120.1 108.0 96.7
ISETurkey 100.0 142.4 67.7 132.1 168.7 164.2 158.7 135.3
China 1000 248.3 95.3 151.8 136.9 145.2 133.9 127.2
Italy 100.0 92.7 46.7 56.2 50.1 54.2 47.6 39.4
Spain 100.0 107.3 64.1 84.6 69.7 75.7 69.4 61.0
Portugal 100.0 116.4 55.7 75.4 67.8 70.1 62.4 56.1
Greece 100.0 117.3 39.2 50.2 32.2 36.9 28.1 22.6

Source: Bloomberg

When stock exchange indexes are analyzed by countries, the sharp decrease in the
performance of Ireland, Greece, Portugal and Spain is obviously seen. Furthermore, the
relaxation in stock exchanges of France and Japan is remarkable. When analyzed by USD-type,
sharp falls are seen in the emerging economies including Turkey in August 2011.
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USD Denominated Stock Exchange Indexes Belonging to Selected Countries

2011

2006=100 2006 2007 2008 2009 2010 March June 15 Aug.
MSCiworld 100.0 107.5 60.2 79.0 86.3 89.4 86.0 81.2
MSCiEurope 100.0 100.0 52.8 68.8 74.9 75.0 71.6 64.6
MSCIEmer. Mar. 100.0 136.6 60.4 106.7 126.2 125.3 122.2 111.0
USADJI 100.0 107.2 68.3 84.4 92.9 98.1 95.8 92.1
Japan 100.0 93.8 66.6 79.4 86.5 81.0 83.2 81.9
Germany DAX 100.0 136.4 74.3 98.2 105.4 112.4 116.0 98.0
Mexico 100.0 111.3 68.9 103.3 127.6 1254 1215 113.3
Brazil 100.0 172.9 74.8 184.8 200.4 196.4 183.2 165.0
Ireland 100.0 82.4 26.3 34.6 311 32.7 32.9 294
France 100.0 113.3 59.6 76.8 69.6 76.5 73.4 62.9
Russia 100.0 127.7 33.7 76.8 95.8 112.0 101.0 88.9
ISETurkey 100.0 172.2 63.5 122.9 154.8 149.7 137.5 107.9
China 100.0 263.4 109.3 174.6 163.2 173.8 162.4 156.4
Italy 100.0 1034 49.8 61.1 50.4 57.8 51.1 43.0
Spain 100.0 119.7 67.8 92.0 70.1 80.8 74.5 66.6
Portugal 100.0 129.9 59.0 82.1 68.7 74.9 67.1 61.2
Greece 100.0 130.8 41.5 54.7 32.6 39.7 30.1 24.6

Source: Bloomberg

This disruption seen in the global finance appearan ce is also reflected on monetary markets.
Especially the quarterly euro  LIBOROI spread s have increased rapidly. USD spreads have also
increased. This increase is clearer for short -terms, which indicates the increasing political
uncertainty in the USA duri ng the discussions of debt ceiling in addition to its domestic
economic performance.

LIBOROI Spreads
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Source : Bloomberg
Country risks determine the present conjuncture being the main risk area affecting global

financial markets and the conduct of financial stability. The management of public debt stock
and the formation of economy politics are the facts behind this risk. The notes granted by
international rating agencies do not reflec t the economic developments affecting deeply the
financial markets and the present global decomposition, which affects negatively the vision to
these agencies. The notes of some developed countries with problems of debt stock in the
point of crisis are not decreased and the notes of some emerging countries having strong
macroeconomic structures are not increased, which supports this suspicious vision.
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Rates and Public Sector Information Concernin g G20 and Some Selected Countries

Rate Note Appearance Budget Debt
Debt StockMM)  sgp  Moody Fitch ~ S&P Moody Fitch ~ Balancd  Stock
Country GDP(%) /GDP(%)
Indonesia 141.220 BB+ Bal BB+ Pos Stable Pos . 26,4
South Korea 550.283 A Al A+ Stable Stable Stable 0,02 23,7
China 1.068.392 AA- Aa3 A+ Stable Poz - -1,96 17,5
India 622.694 BBBu - BBB Stable - Stable -3,99 55,9
Turkey 277.521 BB Ba2 BB+ Poz Poz Poz 5,55 48,1
Russia 124.909 BBB Baal BBB Stable Stable Poz 5,28 9,5
Poland 296.029 A- A2 A- Stable Stable Stable -7,9 53,6
Argentina 131.268 Bu B3 B Stable Stable Stable 0,12 50,3
Brazil 678.291 BBB Baa2 BBB - Poz Stable 2,19 60,8
Mexico 461.604 BBB Baal BBB Stable Stable Stable 0,29 41,5
South Africa 161.062 BBB+ A3 BBB+ Stable Stable Stable 0,18 33,2
Saudi Arabia 6.134 AA- - AA- Stable Stable Stable . 16,7
Greece 516.867 CcC Ca CCcC CcC Ca CccC -10,5 144
Portugal 226.326 BBB Ba2 BBB BBB Ba2 BBB- 9,1 83,2
Ireland 161.938 BBB+ Bal BBB+ BBB+ Bal BBB+ 32,4 94,2
Span 928.863 AA  Aa2-  AA+ AA Aa2- AA+ 9,2 63,4
Italy 2.303.130 A+u  Aa2- AA A+u Aa2- AA- -4,6 118,1
Frarce 1.876.355 AAAU  Aaa AAA AAAuU Aaa AAA -7,0 83,5
Japan 11.846.019  AAU - AA AAU - AA 8,14 225,8
Grmany 1.774.100 AAAuU  Aaa AAA AAAuU Aaa AAA -3,3 78,8
Great Britain 1.769.559 AAAU Aaa AAA AAAU Aaa AAA -10,4 76,5
Australia 201.570 AAAuU  Aaa AA+ AAAuU Aaa AA+ 5,89 22,4
USA 9.528.166 AA+u - AAA AA+u - AAA 9,1 58,9
Canada 617.402 AAA  Aaa AAA AAA Aaa AAA 5,5 84,0

Source : Bloomberg

Product and energy prices kept their high levels generally but they have loosened within the

latest period due to weakening forecasts concerning the global demand . However, the
increasing fragility in the international financial appearance causes the precious met al prices to
keep increasing. The changing circumstances of the global demand may be seen clearly in
agricultural product prices. However, these price movements are not at the level to decrease

the inflationist pressures, they tend to re -increase due to ex pectations concerning the re -
application of macroeconomic growing policies.

SPGS Product Prices and Oil Prices
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CDS Spreads

2006 2007 2008 2009 2010 June30, 2011 August152011
USA 1,05 8,40 . . 41,51 51,25 51,08
Germany 6,00 6,90 45,90 26,33 59,31 40,88 77,25
Australia . . 117,80 40,20 50,00 57,00 76,50
England 2,00 8,90 106,90 82,33 73,50 61,26 75,92
China 18,00 . 188,40 73,24 67,58 84,37 106,14
Japan 3,63 8,50 44,20 68,10 72,00 89,96 105,80
France 1,44 9,70 54,10 32,07 107,89
S. Korea 17,00 46,50 318,70 85,41 93,88 101,15 128,18
Mexico 40,00 70,00 291,80 134,02 113,00 108,15 142,
Brazil 99,50 103,00 298,50 123,00 111,00 110,18 141,91
S. Africa 42,25 78,30 395,70 144,15 124,82 125,56 148,84
S.Arabia . . 235,00 90,00 75,40 95,32 101,75
Russia 43,00 87,50 743,50 186,69 146,50 143,17 184,87
Indonesia 115,17 153,50 638,30 19035 129,02 139,98 163,25
Turkey 184,75 166,50 411,10 185,00 140,84 175,99 235,23
India 46,00 118,10 361,70 118,00 160,73
Italy 9,00 20,30 156,90 109,30 239,87 171,41 341,56
Spain 2,88 18,20 100,70 113,58 350,00 260,61 345,79
Egypt 78,25 100,80 600,00 255,00 242,50 314,88 375,00
Portugal 4,69 17,70 96,30 91,61 500,97 755,00 846,32
Argentina 202,00 460,70 3.905,00 961,06 609,54 598,08 744,50
Greece 7,00 22,10 232,10 286,42 1.010,00 1.910,90 1.693,74

Source : Bloomberg

When the CDS Spreads of

presently such as Greece and Portugal.

G20 co untries and some other selected countries are analyzed, an
increase is observed for all the countries. This is a major indicator of the corruption of general

financial appearance. Furthermore
zone is interesting. It is seen that France and ltaly are included in countries having high CDSs
Tu r k eGD& spread s are realized as 235.

Presumptive Carry Trade Yields

, the increase in CDS spreads in the economies of the Euro

August15 201 June 2011 June201iDec. Aug.15 201  June 2011 June201iDec.

USDOpen June30 2011 March2011 2010 TRYSurplus June30 2011 March2011 2010

Argentina 0.07 8.76 12.75 USA -7.25 0.07 0.15
Australia -1.58 6.16 11.99, Argentina -790 -3.82 -2.58
Brazil -1.04 4.68 10.90 | Australia 6.12 -8.02 -8.90
Britain 2.04 2.80 7.17| Brazil 6.70 9.61 -12.29
China 1.01 3.19 9.05 | Britain -10.02 3.41 -4.98
Denmark 0.29 3.02 7.84 | China -8.91 -3.98 -2.39
Euro 0.38 2.96 7.42 | Denmark -7.51 585 -10.77
Philippines 2.60 0.71 0.96 | Euro -7.41 -5.87 -10.82
Sweden -1.08 0.09 0.15| Philippines -10.63 -3.29 2.32
Israel -3.11 2.52 4.88 | Sweden -7.39 5.87 -10.80
Iceland 0.94 2.29 4.10] Israel 4.47 6.34 -7.29
Japan 4.85 2.23 3.59 | Iceland -8.83 4.6 4.21
Canada -1.81 4.62 10.51 Japan -13.05 6.13 -2.35
Korea 0.84 2.03 3.32| Canada 5.87 -4.09 5.26
Malaysia 1.59 1.29 2.56 | Korea 6.92 6.74 8.31
Mexico -3.86 1.31 2.83| Malaysia 9.54 -4.28 -4.48
Egypt 1.00 3.00 7.43 | Mexico -3.66 -5.78 -8.86
Pdand -3.92 0.56 0.77 | Egypt -8.90 -5.55 -3.35
Romana 0.60 0.16 0.71| Poland -3.60 -8.08 -11.85
Russia 2.17 0.12 0.31| Romaria -7.17 -4.16 -14.56
Singapae 2.09 0.05 0.13| Russia 5.48 -6.30 -13.45
Tawan 0.88 1.46 1.58| Singapre -10.07 5.94 6.19
Turkey -7.25 -0.07 -0.15| Tawan 8.77 5.34 -2.89

Source : Bloomberg

Presumptive carry trade yields calculated considering the quarterly deposit interests by monetary

types are negative within the period of June 30 and August 15, 2011 by the effect of value

seen in monetary types of emerging countries due to financial fluctuation

losses

. Within the first quarter of

2011, high presumptive yields are seen in especially in Argentine, Australia and Brazil money units
and interests . However, when looked generally,

problems on financial markets reduces the possibilities of

BRSA

the hardness created by public debt stock

carry -trade.
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1.2 National Frame

Within the first two quarters of 2011, the global growth rate has slowed  -down but the asymmetry
process of the Turkish econ omy from developed economies continued. Within the last six
quarters, a stronger growth is seen in Turkey comparing to the growth performances of similar
countries. GDP growth was 9.2% in 2010 and in the first quarter of 2011, it was a little higher than
expected by 11%. According to the expectation surveys realized on June 2011, a growth by
6.1% is expected for 2011. Total domestic demand which conducts considerably strong due to
consumption and investment aimed demand of the private sector and foreign dem and which
conducts weakly are causing an increasing foreign trade deficit . This deficit is perceived as a
risk focus for financial stability and required a series of monetary and banking measures to be

put into force. On the other hand, global problems in Europe emanating from borrowing crisis
are triggering the possibility of slowdown or even recession throughout the globe. As in all
emerging economies, the fact that the possibility of weakening of foreign demand may cause

a faster s | o wd o wnwthi perforfiance kappgaiissto ke rthe most important risk
possibility of the last two quarters.

Growth, Unemployment Ratios, Real Interest and Industrial Production Indicators
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Source : Turkish Statistical Institute , CBRT. (*) Growth Expectation for 2011 (CBRTExpectation Survey ), unemployment ratio is as of  May
2011.

With the effect of the foreign demand weakened, a monthly decreasing tendency is seen in
manufacturing industry capacity us  age ratio as of July 2011. Similarly, the increasing rate of total
industrial and manufacturing industry production indexes have slowed down considerably within the

second quarter of 2011 comparing to the first quarter. Moreover, the industrial production index
purified from season and calendar effects confirms also that the industrial production slowed down

since the second quarter . On the other hand, the signs of slowdown seen in private consumption
indicate that the strict approach in fiscal policy, mone tary policy and special measures taken for
consumer loans are helping the domestic demand to be brought under control. Itis seen that these
policy combinations are useful to remove the unbalances between domestic and external
demands , however it is expec ted that the results of the measures taken will be clearer within the last
quarter of year.

The strong position in public finance forming the base of financial stability is still continuing. The

period of January -June 2011 was also a period during which t  he stability got stronger for public
finance. Within the period of January  -June 2011, the budget balance had a surplus on the contrary

of previous year , while the non -interest surplus was multiplied by 2.1 and realized as TL 25.3 bhillion.
During this perio d, the tax income increased by 24.4% , income and corporate tax increased by 26% ,
Special Consumption Tax increased by 16.1% and Value Added Tax from imported products
increased by 41.2%; which determined the growth in general budget incomes. Among the
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expe nditure items, goods and service purchases
the most weighted items.

maneuver in finance policies.

Budget Indicators
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On the contrary of the borrowing crisis in Europe, a much more stable conjuncture is seen in Turkey
for borrowing a nd public finance. Other than the current deficit, Turkey having more sound
economic bases comparing to Europe and especially in financial discipline has an domestic debt

stock amounting USD 221.4 billion as of June

2011.

Debt Stocks, Domestic Debt Stock Real Interest and Average Maturity
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Dissolution of Turkey from similar economies and decisive pursuit of financial discipline contribute the

domestic debt to be sustainable. As a matte
get shorter despite the increasing risks since the second quarter of

to decrease.

Tur keyds

stock is in decreasing tendency comparing to previous years and realized as
of 2010, the share of total debt stock within natio

BRSA
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r of fact, the maturity of domestic debt stock did not

external
share of non -financial institutions belonging to private sector within total gross external debt
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2010 and the real interest tended

debt st ock oh28id. Theeac hed

36.5%. By the end

nal income is around 40%
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Gross External Debt Stock Indicators

% 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011Q:
Short-Term Debts
Public/Total 2,0 2,9 3,2 2,9 2,1 1,8 18 2,0 20 22
Private/Total 10,7 13,1 16,8 19,7 185 155 17,1 165 250 23,6
Private Financial Institutions/Total Private Sector 39,2 44,4 484 515 540 429 510 509 669 659
Private NorFinancial Institutions/Total Private Sector 60,8 556 51,6 485 46,0 57,1 49,0 49,1 331 34,1
Long-Term Debts
Public/Total 64,8 63,2 57,1 47,7 40,0 34,0 31,1 340 32,8 332
Private/Total 225 209 229 29,7 395 487 500 475 40,2 41,0
Private Financial Institutions/Total Private 8gc 16,4 176 233 31,8 348 346 293 27,7 296 305
Private NorFinancial Institutions/Total Private Sector 83,6 824 76,7 682 652 654 70,7 723 704 695
Non-Financial Institutions/Total Debt 253 245 26,2 298 343 40,7 437 424 36,6 365
Total External Debt Stock /GDP 56,2 47,3 412 353 395 384 378 436 395 vy.
Source : UoT
Another probl em in Europeds economi es similar
indebtedness . On the other hand , even if the liabilities of households in Turkey have grown in
latest years the share of these liabilities within national income is 14.4%, which is lower
comparing to developed countries and countries experiencing crisis. As of March 2011,

household liabilities/asset ratio incre ased to 35.1%. Even if there is a moderate increase in the
household indebtedness within the latest periods, it is expected that this ratio will follow a
horizontal conduct as a result of the slowdown of domestic demand. Moreover, these ratios are

more man ageable comparing to other countries.

Household Financial Assets and Liabilities

TL Billion 2003 2004 2005 2006 2007 2008 2009 2010  Marill
Assets
Individual Pension Fund 0,0 0,3 1,2 2,8 4,6 6,0 9,1 12,0 12,1
Stock 9,2 12,4 15,8 15,7 17,5 10,8 24,5 32,6 35,8
Public Borrowing (GDS+Eurobond) 36,1 41,0 33,3 27,7 19,2 19,7 13,0 8,4 9,8
Sav. Dep., Part. Funds and Curr. Acc. 100,9 124,6 147,8 185,4 215,5 288,0 321,1 369,3 382,5
Money in Circulation 9,8 12,4 18,2 24,4 25,0 29,3 34,3 45,2 46,6
Total 156,0 190,7 216,3 256,0 281,8 353,8 402 467,5 486,8
Liabilities
Consumer Loans 5,9 12,8 29,7 48,0 68,9 85,2 97,4 132,7 1438
Credit Card Debt Balance 1,7 44 75 10,7 126 14,7 19,1 23,2 23,4
Cons. Fin. Comp. Loans 0,4 0,9 1,8 1,4 1,7 1,6 17 2,9 3,2
Individual Financial Leasing Debts - - - 0,5 0,9 1,0 0,7 0,6 0,6
Total 8,0 18,1 39,0 60,6 84,1 102,5 1189 1594 1710
Liabilities /Assets (%) 5,1 9,5 18,0 23,7 29,8 29,0 29,6 34,1 35,1
Liabilities/GDP (%) 1,8 3,2 6,0 8,0 10,0 10,8 12,5 14,4 n.d.
Data after 2005 include the consumer loans granted by banks , participation banks and consumer financing companies as well as the non
performing loans, installment credit card de bt balances and non  -performing credit card receivables concerning these loans . Loan amounts are
figures including non -performing loans . Credit card debt balance is composed of installment credit card debt balance and non -performing

credit card receivables . Source : BRSA TS]CMB, CBRT CRA

According to CBRT data , total loans private sector has procured from abroad and maturity of
which will expire on June 2012 is USD60 billion and USD 27.2 billion of it is from short -term debts.
Short-term debts of non -financial institutions are only USD 2.1 billion.
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Distribution of Debt With Maturity up to 1 Year Fom Abroad by Private Sector

USD Billion Julyll Aug.1l1 Sepll Octll Nov.11 Decll Janl12 Feh12 Mar.12 Apr.12 May.12 Junel2 Total
Long-Term 2,4 2,3 2,1 2,2 2,1 4,7 2,6 2,4 3,8 2,5 2,8 3,2 32,8
Finarcial 0,9 0,5 0,8 0,7 0,6 0,7 0,8 1,0 1,0 0,8 0,7 1,3 9,8

Banks 0,7 0,4 0,3 0,4 0,5 0,3 0,4 0,8 0,8 0,4 0,6 0,7 6,3
Non-BankingFin.Ins. 0,2 0,1 0,5 0,3 0,2 0,4 0,4 0,2 0,2 0,3 0,2 0,5 3,5
Non-Financial 1,5 1,8 1,3 1,5 1,4 4,0 1,7 1,4 2,8 1,7 2,1 1,9 23,0
Short-Term (*) 5,5 2,7 2,7 2,9 1,0 2,9 0,7 0,5 3,0 2,4 2,0 1,0 27,2
Finarcial 51 2,4 2,4 2,8 0,8 2,5 0,6 0,4 2,9 2,3 1,9 0,9 25,0
Banks 4,5 2,4 2,3 2,7 0,8 2,4 0,5 0,3 2,8 2,2 1,9 0,8 23,6
Non-BankingFin.Ins. 0,6 0,1 0,1 0,1 0,1 0,1 0,1 0,0 0,0 0,0 0,0 0,1 1,4
Non-Financial 0,4 0,2 0,3 0,2 0,2 0,3 0,1 0,1 0,1 0,1 0,1 0,1 2,1
Total 7,9 4,9 4,8 51 3,0 7,5 3,2 2,9 6,8 4,8 4,8 4,2 60,0

Source : CBRT (*) Commercial loans are excluded

Another important indicator for the corporate sector is the FX position of real companies. As of
the first quarter of 2011, the FX assets/FX liabilities ratio of real companies is  42.6%, while t he
short-term FX net position has a deficit by USD 9.2 billion

FX Assets and Liabiliites of Companies Outside the Financial Sector

USD Billion 2003 2004 2005 2006 2007 2008 2009 2010 2011Q
As=ts 30,2 37,7 454 62,6 76,1 80,5 79,0 86,3 83,0
Deposit 20,0 24,6 30,9 45,4 54,8 60,4 57,3 62,1 57,9
Securities 0,9 1,3 1,0 0,9 0,8 0,7 1,1 1,3 1,1
Export Receivables 4,4 6,0 6,4 8,8 10,3 8,6 9,3 10,7 10,9
Direct Capital Investments to Alwad 4,9 5,8 7,1 7,5 10,2 10,8 11,3 12,3 13,2
Liabilities 50,7 58,7 72,4 1005 139,4 160,9 156,2 180,6 194,8
Cash Loans 44,1 49,4 61,4 88,8 124,9  146,3 141,0 162,5 176,8
Loans Procured at Home 18,2 20,5 26,4 34,8 46,3 48,1 50,3 81,9 92,8
Short-TermFX Loans 0 0 0 0 14,4 15,9 14,3 17,9 19,3
Loans Procured Abroad 26,0 28,9 34,9 54,0 78,6 98,2 90,7 80,6 84,0
Short-Term 1,6 1,2 1,1 1,1 0,7 1,2 0,7 1,0 1,3
Import Debts 6,5 9,4 11,0 11,7 14,5 14,6 15,2 18,1 18,0
FXNet Pasition -20,5 211 27,0 -37,9 -63,3 -80,4 -77,2 94,3 -111,8
Short-Term Assets 69,6 67,72 74,05 69,86
Short-Term Liabilities 76,3 67,79 74,31 79,02
Short-TermNet FX Position 6,7 0,1 0,3 9,2

Source: CBRT

Within the second half of 2010, developments in employment have shown a positive
appearance due to the growth performance. Unemployment ratio has decreased

considerably within the last five months and as of May 2011, it decreased by 1.6 points
comparing to the same period of previo us year to 9.4%. Unemployment ratio purified from
seasonal effects was also in a loosening tendency except for the period of May 2011.

Labor Force Indicators and Development of the Inflation
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Global uncertainties, energy prices and especially oil prices, fluctuations seen in food prices,
high level of international merchandise prices, and value loss of TL are the main factors

effective on

inflation. Despite the str

ong domestic demand,

consumption prices are

conducting in accordance with the expected inflation and it is foreseen that they will present
stagnancy in accordance with the targets of the Central Bank in medium term. When the

general level of prices is anal

yzed, it is observed that with the monthly increase on July
annual CPI realized as 6.31%. The annual producer inflation realized as 10.34% within the same

period . Inflationist risks may be limited by repressing the domestic demand within the seco
half of the year

The effects of economic measures taken are clearer for the expectations of real sector

mentioned index has entered to a moderate decreasing tendency as of

confidence index keeps its increasing tendency within t

onJuly 2011. Th e

fact t hat

t her e

arendt any

related to the positive expectations created by the strong improvementin labour market on

househol

ds.

Mo r e o v egire to loup semiu-coembles aid ddirable consumer goods
concerning the following period kept continuing strongly during July

estimated that the household consumption will slowdown but keep supporting the domestic

demand within the th
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The indicators and data announced concerning the second quarter of
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that the economic activity has slowed down comparing to previous period. Manufacturing
industry order and endorsement indexes are following a fluctuated and upwards conduct

within the first half of the year. However, the monthly and annual increasing rates

indexes are weaker than the first quarter of
possibility to go deeper in European countries weakens external demand, the order and

endorsement indexes have the risk to go downwards. Except for the p

number of opening companies has decreased while the number of closing companies has
increased. Accordingly, it is seen that the entrepreneurs are acting prudently in their business
environment in current period
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Manufacturing Industry Order and Turnover and Company Indicators

230 7,000
Value 2005=100 ’ Number Number of Established Firms
210 6,000 Number of Established Firms
Net Number of Firms
190 5,000
Order Turnover
170 4,000
3,000
150
2,000
130
1,000
110 0
5823338833388399833041 83320m0008800200a200 S R
Sg388SN8388aN8388°-038 SN EesEaoHNESSIES583o-NeSE38S
Source : TSI
The relative improvement seen in export performance after the loss -value of TL remains limited due
to the developments in  some European countries. As a matter of fact on June 2011, the export
increased by 19.4% comparing to the same period of previous year to USD 11. 3 billion. Within the
same period, despite the decelerated domestic demand, the import increased by 47.7% to US D
21.6 billion especially with the effect of energy prices . Import increasing faster than export remains to

be the main reason for the formation of current deficit. The share of intermediate goods is high for

import; accordingly the value  -loss of TL and the effects of measures to reduce domestic demand on
import have not completely appeared yet . Structural problems such as dependence on energy
and import products are barriers for import to slow down. Economic troubles suffered by European
countries which ar e important export markets for Turkey have the potential to affect export
negatively. Measures taken for the global economic uncertainties and fragilities have the risk to limit

gl obal growth and thus Turkeyds export capacity.

Export, Import, Export Balance and Composition of Import by Goods Classification
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Foreign trade deficit proceeding without slowing down is determinative in current deficit to keep its
accelerat ed conduct. Current deficit kept its conduct also in June 2011 and became a main
fragility source and caused the TL to lose more value in the market. The main factor for this
development is the increase in current deficit by 122% in the first half of 2011, comparing to previous

year to USD 45 billion and the increase in foreign trade deficit by USD 46.4 billion. In parallel with the
increase of tourism incomes by 21.5% in the same period comparing to previous year, the tourism
expenses increased to  16.8%, which reduced the capacity of net tourism incomes to limit the current
deficit. Furthermore, net output in direct investments, portfolio investments and other investments
composed of interests is USD 4.4 billion .
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Capital Movements and Current Transactions Account
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presentation of CBRT Payments Balance

Within the period of J anuary -June 2011, net investments of non
USD 6.2 billion and USD 1.2 hillion of this amount is composed of net real estate investments. Non
resident persons have realized net sale amounting USD 786 million in the stock
amounting USD 11.6 billion in the government debt securities market. During the first half of 2011,
non -residents have realized net purchase amounting USD 152 million in securities issued by the
banking sector. The weight of the effect emanated from foreign trade balance is continuing,
consequently the rate of current deficit
expected that the current deficit will loosen within the last quarter of year by consequence of the
measures taken.

Measures taken for domestic demand depending on lively consumption to develop a sound
growth policy within the last two quarters were mostly monetary policies and regulations to

- residents inside the country reached

market and purchase

hashat

control credit expansion

Due to the strategy composed of high require

differentiation of required reserves by maturity

, wide interest rate corridor

d reserve ratios ,
, keeping the policy

interest rates low and tightening the credit usage, orienting gradually the economy to a
consistent and sustainable growth platform without affecting negatively the medium term
inflation expectations were the main target. As a matter of fact, it is seen in the interest rates
valid throughout the market that the measures taken gave positive results and credit costs
became upwards due to the pol icy combinations applied.
extended, while the interest rates of consumer and commercial loans moved upwards during

The maturity of deposit was

the period of January

Interest Rates

-June 2011.
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On the other hand, within the period of July
problem in Europe got deeper. The borrowing problem seen in the
-scale EU countrie s has made the risks concerning global growth to

possibility to jump to large

-August 2011, the concerns about the borrowing

Euro zone having the

get clearer. Some of these countries are important export markets for Turkey, so the external
demand which is already weak may become weaker, so measures are taken to prevent

possible negative effects of thi

reserves rates were deducted, policy interest rate was decreased from
Bank borrowing interest rate was increased from

s situation on domestic markets

. Within this scope, FX required
6.25% to 5.75%, Central

1.5% to 5% and regulation are applied to

provide F X liquidity to the market. These policy changes are aimed to reduce the risk of
domestic economic depression emanating from global problems.

Due to
developments concen

probl ems

seen in global

ring other risks, the ISE index moves downwards

economies, Turkeyds
. It is seen that the most

priced risk by the investors is the current deficit and that in stock market, players having high risk

appetite are playing more volatile. The fact that the non
stock market within the first half of

-resident investors ar e net sellers in
2011contributes to the downwards movement of the index.

With the increase of global land local risk perception, the fluctuated downwards movement of

the ISE index since May 2011 has turned into a clear

downfall in July and August

2011. 1t is

possible that this decrease creates new opportunities for investors approaching Turkey with a

long -term point of view.

House prices which are another important indicator for asset prices present a moderate

increase throughout Turkey within the second quarter of
and housing loans becomes more costly

previous periods may weaken

ISE Indicators and House Prices

2011. As seasonal effects dissappears
, moderate acceleration seen in housing prices in
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2 DEVELOPMENTS IN FINANCIAL SECTOR

2.1  General Outlook of Financial Sector

Asset size of financial sector increased by TL 301 billion in June 2011 when compared to the same
period of previous year and realized as TL 1.48 trillion. While banking sector continues to have the
biggest share in financial sector, the growth throughout financial sector components is

maintained. Value of Real Estate Investment companies maintained the incre ase which began in
2010.
Asset Size of Financial Sector
(TL Billion) 2002 2003 2004 2005 2006 2007 2008 2009 2010 Jun.10  Jun.ll % Dist.

CBRT 74,1 76,5 74,7 90,1 104,4 106,6 113,5 110 128,5 116,2 150,7 10,2
Banks 212,7 249,7 306,4 406,9 499,7 581,6 732,5 834 1.006 908,6 1.146,1 76,2
Financial Leasing Comp 3,8 5 6,7 6,1 10 13,7 17,1 14,6 15,7 14,4 17,0 1,2
Factoring Companies 2,1 2,9 4,1 53 6,3 7.4 7,8 10,4 14,5 12,3 15,1 1,0
Consumer Fin. Qo. 0,5 0,8 1,5 2,5 3,4 3,9 4,7 4,5 6,04 4,7 7,2 0,5
Asset Man Comp. V.. A2 A2 A2 VY. 0,2 0,4 0,4 0,6 0,5 0,7 0,1
Insurance Companies 54 7,5 9,8 14,4 17,4 22,1 26,5 33,3 32,6 31 36,6 2,6

Insurance Companies 0 3,3 4,2 57 7,2 9,5 12,2 15,7 178 17,8 17,8 1,3
Pension Inv. Funds 0,0 0,3 12 2,8 4,6 6,0 9,1 11,7 10,4 12,6 0,9
Sec. Int. Inst. (1) 1,0 1,3 1,0 2,6 2,7 3,8 4,2 52 7,474 6,8 8,9 0,5
Sec. Inv. Comp. (1) 0,1 0,2 0,3 0,5 0,5 0,7 0,6 0,7 0,75 0,7 0,7 0,1
Sec. Inv. Funds (1) 93 199 244 294 22 26,4 24,0 29,6 33,22 29,8 30,9 2,4
Real Estlnv. Comp. (1) 11 1,2 14 2,2 2,5 4,1 4,3 4,7 17,2 4,5 17,2 1,0
Venture Capital Trust (1. 0,0 0,0 0,1 0,1 0,1 0,2 0,1 0,2 0,187 0,154 0,175 0,0
Portf. Man. Com(1) (2) 5.8 17,8 245 30,2 26,0 312 30,7 40,0 46,9 42,3 48,0 3,5
Total 3159 382,8 4552 5915 6978 8065 972,4 1.096,7 13148 1.182,1 1.483,2 100,0

Source: BRSA, CBRT, TT, CMB, ACMII

(1) Mart 2011 data was used. (2) Portfolio size managed by portfolio management companies.

Total num ber of companies operating in financial sector is 419 as of June 2011, while the number

of banks operating in financial sector is 48. The decrease in the number of financial leasing
companies derived from failure to comply with the adaptation process and f inancial conditions
continued as of June 2011 and activities of 2 financial leasing companies were ceased. Similarly,
number of factoring companies decreased, while number of asset management and real estate
investment companies increased.

Companies Operating in Financial Sector

Number 2005 2006 2007 2008 2009 Jun.10 Sep.10 Dec.10 Jun.11

Banks 51 50 50 49 49 49 49 49 48
Deposit 34 33 33 32 32 32 32 32 31
Participation 4 4 4 4 4 4 4 4 4
Development Investment 13 13 13 13 13 13 13 13 13
Domestic Private 26 21 18 16 16 16 16 16 16
State 8 8 9 9 9 9 9 9 9
Global Capital 17 21 23 24 24 24 24 24 23
Financial Leasing 84 81 68 50 47 46 47 35 33
Factoring 88 86 86 81 78 81 78 76 74
Consumer Financing 9 9 9 10 10 10 10 11 11
Asset Management 4 5 5 5 6 6 6 6 8
Financial Holding Companies 0 0 0 3 3 3 3 3 3
Insurance (1) 46 a7 51 62 55 57 57 57 57

Private Pension (1) 11 11 11 12 13 14 14 14 16

Reassurance (1 1 1 1 2 1 1 1 1 1

Other Insurance (1) 34 35 39 48 41 42 42 42 41
Securities Intermediary Institutions (2) 101 100 104 104 103 103 103 103 103
Investment Trusts (2) 26 30 33 34 33 33 33 31 31
Real Estate Investment Trusts (2) 10 11 13 14 14 14 15 18 21
Venture Capital Trusts (2) 2 2 2 2 2 2 2 2 2
Portfolio Management Companies (2) 19 19 19 23 23 23 24 28 28
Total Number of Companies 440 440 440 437 423 427 427 419 419

Source: BRSA, TT, CMB, TSREACMIL
(1) December 2010 data was used a s June 2011 data is not published yet. (2) March 2011 data was used as June 2011 data is not published yet.
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June 2011 data indicates that the expansion in access channels to financial sector continues. In
2010 6 June 2011 period, 281 new branches went in  to operation in banking sector; in parallel,
number of personnel in the sector increased. In addition to the increase in number of branches,
number of Bank ATMs and POS increased.

Access Channels to Financial Services

Number 2005 2006 2007 2008 2009 2010 Jun.10 Jun.11

Bank Branches 6.568 7.302 8.122 9.304 9.581 10.000 9.666 10.281
Deposit Banks 6.241 6.904 7.658 8.724 8.968 9356 9.048 9.600
Development and Investment Banks 35 42 42 44 44 39 42 40
Participation Banks 292 356 422 536 569 605 576 641
Insurance Branches 14.453 15.322 15.695 A2 A2 vy VY. vy
Intermediary Institution Branches (2) 234 246 231 185 157 161 160 165
Bank Personnel 138.724 150.966 167.760 182.665 184.205 190586 188.096 193.979

Deposit Banks 127.851 138.599  153.212 166.326 167.063 172.552 170.408 175.721

Development and Investment Banks 5.126 5.255 5.361 5.307 5.340 5.368 5.366 5.231

Participation Banks 5.747 7.112 9.187 11.032 11.802 12.666 12.322  13.027
Personnel Employed in Insurance (1) 12.837 15.156 14.950 16.007 13.953 15.863 14.820 vy
Personnel Employed in Seénterm.Inst. (2) 5.916 5.898 5.861 5.102 4.715 4.948 4.883 5.037
Bank ATM 14.836 16.513 18.795 21.953 23.952 26.680 24379  28.284
POS (Thousand) 1.141 1.283 1.629 1.886 2.048 2.035 1.994 2.201
Source: BRSA, ACMII, TT, AIRC
(1) Number of permanent, contracted, part -time and full ime personnel in head offices and regions of companies. (2) March 2011 data was used as

June 2011 data is not published yet.

The biggest customer mass of the financial sector is depositors. The increase in the number of
insurance policies in 2010 continues according to June 2011 data. The increase in the number of
credit customers in the first quart  er continues, while the decrease in financial leasing customers is
ongoing.

Customer Outlook of Financial Sector

Change as to End of
Previous Year (%) Number

Thousand 2006 2007 2008 2009 2010 Jun.11 2010 Jun.11* Jun.11

Depositor (Deposit Banks) (1) 70.613 70.234 66.664 66.917 47.252  48.193 29,4 4 941
Depositor (Participation Banks) (1) 1.003 1.210 1.408 1.973 2.113 2.471 7,1 32 358
Credit Customer 27.712 34.194 38.181 39.389 41.86 43.518 53 6 2.022
Credit Card Customer 25580 27.658 25.662 26.499 27.787 30.275 4,9 11 2.488
Financial Leasing A2 A2 74 60 50 46 -16,0 -10 -4.209
Factoring A2 A2 50 41 57 66 39,2 25 9.343
Consumer Financing A2 A2 357 230 262 272 140 14 10
Number of Insurance Policy (2) 31.469 34.320 32.922 33.961 40.143 21.774 18,2 -67 -18369

Number of NonLife Policy (2) 27.791 28.687 30.254 31.756  37.147 15.134 17,0 52 -22013

Number of Life Policy (2) 3.678 5.633 2.668 2.205 2.996 6.640 35,9 132 3.644
Private Pension Contract 1.208 1.600 1.933 2.204 2.535 2.552 15,0 4 17
Stock Investor 927 940 999 1.000 1.043 1.092 4,3 7 49
Investment Fund Investor (2) 2.471 2.998 2.939 2.999 3.248 3.414 11,0 1 166
Pension Investment Fund Investor 2.808 4.385 4.974 5.369 5014 6.415 6,6 10 1.401
Source: BRSA, CMB, ACMII, EGS, AIRCC, CRA.
(1) Deposit/participation account depositors having a remainder of zero as of June 2010 are exclude d from number of depositor. (2)

November data is used.

Investment portfo lios of domestic residents increased by 7.2% as of June 2011 when compared to
the previous quarter and realized as TL 796.6  billion. Share of TL deposit, investment funds and
shares, Eurobond, FX deposit account and GDP in total investment portfolio of dom  estic residents

increased. Investment portfolio value of non -resident s realized as TL 981 billion in June 2011. In
parallel with the rumors on a second bottom -line and borrowing risk in Europe as well as the
increase in gold prices, a significant increase was observed in precious metal accounts when

compared to end -year.

BRSA 19 Financi al Markets Report -June 2011



Outlook of Investment Portfolio

% Share % Change

Jun.11

(semk
Domestic Residents (TL Million) 2007 2008 2009 2010 Jun. 11 2010 Jun.11 2010 annually)
TL Deposit 206.082 262.738 299.910 380.513 411.218 38,8 51,2 26,9 8,1
FX Deposit Account 111.619 141.858 150.435 144.790 158.780 14,8 19,5 59 9,7
Precious Metal Account 163 344 1.200 2.377 4.847 0,2 0,3 98,1 103,9
Fundsfrom Participation Banks 14.626 18.636 26.064 33.695 35.938 3,4 4,5 23,2 6,7
GDP 56.852 63.237 65.452 61.199 64.233 6,2 8,2 6,0 5,0
Eurobond 4.309 4.867 5.328 5.302 5.641 0,5 0,7 1,0 6,4
Investment Funds 26.381 23.979 29.608 30.980 31.133 3,2 4,2 0,3 0,5
Repo 2.733 2.199 1.383 1.501 2.428 0,2 0,2 8,5 61,8
Pension Investment Funds 4.559 6.042 9.105 12.018 13.378 1,2 1,6 28,4 11,3
Insurance Premium Production (2) 10.931 11.779 12.436 14.129 7.377 1,4 1,9 13,6 -47,8%
Stocks 31.070 20.097 40.591 56.048 61.616 57 7,5 29,0 9,9
Sub total 469.324  555.777 641512 742.752 796.589 75,7 81,2 17,0 7,2
Non-residents (TL Million)
Stocks (1) 62.070 23.308 81.405 109.679 101.160 63,7 54,8 30,2 4,4
GDP(1) 32.113  20.308 30.308 49.172 64.714 28,6 35,1 55,1 21,3
Deposit 8.488 9.034 11.402 13.353 18592 7.8 10,1 3,7 9,1
Sub total 102.671  52.650 123.115 172.204 184.466 100,0 100,0 33,3 5,0
TOTAL (TL Million) 588.905 635.400 764.627 914.956 981055 20,1 2,5
Source: BRSA, CRA, AIRC, CBRT, CMB.
(1) Stock and GDP amounts in the ownership of residents abroad in the EVDS of the Central Bank . (2) May 2011 data was used. *
Rate of change in December 2010 and June 2011
As of June 2011, when return of financial investment instruments are reduced with CPI, the

highest real annual return was in gold by 18.4%, while return of ISE decreasedto 5.9% from 11.7%
in the previous quarter. US dollar continued to make its investor lose; the value loss in this quarter

was 4.3%. When quarterly data is analyzed, it is s een that gold made the biggest return by
7.07%, while the biggest value loss was in stock market index by %  -2.35.

Real Yields of Investment Instruments
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Profitabil ity of finance sector displayed a decreasing tendency as of June 2011 when
compared to the previous period, return on equities of financial leasing and factoring
companies did not change, on the other hand return on equities of consumer financing
companie s increased. The biggest ROE in finance sector is derived from banking activities, as in
previous periods.
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Finance Sector Protifatibility Indicators

(TL Million) 2006 2007 2008 2009 Jun.10Dec.201( Jun.11l ROE, % ROA, %
Jun.10 Jun.11 Jun.10 Jun.l11

Banks 11.364 14.85¢ 13.42220.182 12.16¢ 22.119 10.373 28,6 192 3,6 2,5
Financial Leasing Comp 363 348 590 523 268 463 301 7,3 7,3 1,9 1,8
Factoring Companies 491 427 440 331 194 390 103 7,3 7,3 1,6 1,5
Consumer Fin. Companies 46 47 10 13 292 430 53.6 6,6 100 0,6 0,7
Asset Management Comp - 21 55 24 40,7 54.2 33 18,2 15,7 5,7 4.4
Insurance Companies (1) 230 629 840 455 185 114 10,5 n.a. n.a. n.a. n.a.
Reassurance Compani€d) 48 73 132 89 443 64 11,5 n.a. n.a. n.a. n.a.
Securit Intermed. Ins. (1) 188 356 170 247 225 366 163 n.a. n.a. n.a. n.a.
Total 12.715 16.71:15.54921.88213.068 23.516 10.870 n.a. n.a. n.a. n.a.

Source: BRSA, CBRT, TT, CMB, ACMII. Return on Equifes = Profit of period /total own funds Return on Assets: Profit of period /total assets
(1) March 2011 data was used.

2.2 Outlook of Banking Sector

2.2.1 Soundness Analysis

Financial soundness indicators, commonly, displayed a positive outlook as of the first hal f of
2011. Although indicators concerning capital adequacy increased moderately, its strong

outlook is maintained. Amendments made, by the BRSA, in May 28, 2011 and June 18, 2011 to

the regulation on credit provisions of credit risk, and amendment made in June 18, 2011 to the
regulation on measurement of capital adequacy was effective in the said decrease. With these
amendments, the BRSA ensures credit risk to be monitored closely and measures are taken on

time; encourages the banks to act more prudently ag ainst the high growth in consumer loans
excluding especially vehicle and housing loans. The decreases experienced in provisions for
NPL/own -fund and NPL/gross loans ratios when compared to the previous period affected the

asset quality positively. The decr ease in profitability indicators since the beginning of 2010
continues. Share of interest incomes within banking incomes increased when compared to the
previous period, while ratio of gross incomes to non -interest expenses decreased. Although the
gradual d ecrease in liquidity of the sector continues, liquidity ratios are at sufficient level. When
foreign exchange open position/own -fund ratio which is the base of foreign exchange risk is
compared with legal limits, it is seen that it continues to be the clos e to minimum.

Banking Sector Soundness Indicators

(%) 2005 2006 2007 2008 2009 Mar.10 Jun.10 Sep.10 Dec.10 Mar.11 Jun.11
LegalOwn Fund¢Risk Weighted Assets 237 219 189 18 206 20 19,2 19,3 1,0 180 17,1
Tierl Capital /Risk Weighted Assets 243 21,3 183 17,2 186 181 175 175 170 16,4 15,6
NPL (Net)/Ownrfund 16 15 18 33 32 31 28 27 24 22 21
NPL/Gross Loans 47 37 35 37 53 49 4,4 4,3 3,7 32 29
ROA 27 32 33 25 33 39 36 32 30 28 25
ROE 204 271 26,6 20 264 31,3 286 252 223 209 19,2
Net Interest Incomes (Interest Margin)/Gross Incom 60,5 60,4 61,0 64,7 67,1 63,8 620 61,1 615 554 56,7
Non-Interest Expenses/Gross Income 49,2 46,2 449 476 38,1 373 399 424 434 432 46,0
Liquid Assets/Total Assets 54,1 453 48,3 48,7 475 47,2 471 440 433
Liquid Assets /Shorterm Debts 93,7 752 80,1 803 758 758 773 748 71,0
FX Open Position/Owifund 46 44 24 17 03 04 0,6 15 01 0,3 1,4
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Financial Soundness Indicators of G20 Countries
Throughout G -20 countries, capital adequacies are on satisfactory levels. The ratios concerning NPL which are used

in analyzing asset quality notably differ among count ries. When sector distribution of loans is analyzed, it is noted
that majority of loans are granted by residents in countries other than England and Germany. Although modest
ratios are observed in profitability ratios, in general, profitability in Brazil, Argentina and Turkey remain high. In most
of the countries, interest margins are higher than half of total gross incomes. Ratio of liquid assets to total assets
differ s substantially among countries ; FX open positions of countries with data are low.
% USA Germ Arg Austrl Bra Chin Ind Fra SAfr  Kor Ind Eng Ita Jap Can Rus Tur
Data Period XK ZXZK 10 ZXK ZZK 10 10 09 1INis ZPK XK 10Haz ZPK ZIPK ZPK 1K® 3K
Legal Equity /RWA 150 166 177 115 182 122 162 124 151 143 135 150 120 138 156 181 18.0
Tierl Cap./RWA 127 123 131 97 139 101 151 102 121 113 93 124 86 107 131 132 164
NPL (Net)/Ownfunds 190 456 30 212 89 21 61 193 398 34 75 165 595 759 104 96 21
NPL/Gross Loans 43 33 21 22 32 11 25 40 58 06 22 37 99 25 12 82 31
Cred. Sec. Dist.
Residents 963 755 997 960 950 99.4 996 1000 928 941 945 527 728 963 749 868 983
Depositors 57 210 21 03 05 96 14 123 57 32 29 123 27 79 26 66 22
Central Bank 23 00 00 00 07 00 02 04 00 00 07 00 00 00
Other Financial 32 29 00 29 04 17 44 61 56 12 30 147 44 116 11 21 26
National Government 08 76 111 07 15 00 07 55 11 05 42 02 30 77 02 12 27
Non-Financial Comp. 328 150 493 257 481 667 435 329 327 507 162 85 366 340 108 583 588
Other Domestic Sec. 537 267 375 663 444 208 496 432 474 381 682 171 255 352 601 187 32.0
Non-esidents 37 245 03 40 50 06 04 72 59 55 473 272 37 251 132 17
ROA 03 02 40 12 33 11 27 03 13 07 09 03 03 04 11 20 27
RCE 23 50 348 204 296 192 259 72 190 97 143 61 40 92 229 125 219
Interest Margin/Gross Incomer  65.1  72.5 548 497 825 605 447 47.7 731 675 419 568 672 486 47.0 554
Non-Interest Exp. Gross Income 62.5  65.1 572 575 353 492 69.7 593 60.6 491 585 641 59.7 653 681 43.2
Liquid Assets/ T. Assets 11.8 402 153 526 226 272 420 149 352 124 199 06 218 157 290 523
Liquid Assets /Shorterm Debts  53.8  137.9 375 1153 422 321 931 302 1175 358 395 03 502 520 943 80.1
FX Open Pos./Owfunds 42 69 67 29 09 09 31 45 18 06 04

Source: FSHMF

2.2.2  Financial Statement Analysis

As of June 2011, total assets of banking sector grew by 26.1% in the last one -year period. When
the growth in asseti tems of balance -sheet is analyzed; it is seen that loans grew by 36.4%, cash
assets by 56.1%, receivables from banks, CBRT and money markets grew by 47.7%; while SP grew
limitedly by below 1% in the period mentioned. Within this context, 70% of the annual growths in
total assets was derived from loans, 17% was derived from receivables from banks, CBRT and
money markets items. When the growth ratios in the first half of the year are analyzed, it is seen

that total assets increased by 13.8%, while loans grew by 18%, receivables from banks, CBRT and
money markets grew by 64.3% and cash assets grew by 14.7%. Share of loans within total assets
amounted to the peak after 2002, loans /deposit ratio experienced the maximum value by

94.1% in the period mentioned. Dis tribution of total assets in currency type did not experience a
change when compared to the same period of the previous year.

Deposit s, which maintains its stable structure within total liabilities, increased in the last one year

and amounted to 16.8% as of June 2011. Debts to banks item within liabilities experienced a
high growth by 46.3% in the last one -year period. The increase trend noted in issued securities
maintained its trend in the last quarter. It is noted in the last one -year period that the  share of
deposit within liabilities decreased, share of funds especially from repo transactions increased.
Funding need which increased as a result of the increase in required reserves increased
especially repo transactions made with the Central Bank. Sha re of debts to banks item within
total liabilities increased in the last one year. A small -scale increase in favor of FX was
experienced in liability structure.
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Banking Sector Selected Balanc e Sheet Items

TL Billion 12Month Change ¥Ratio to BalanceSheet 9
2008 2009 Jun.1CSep.1l(Dec.1(Mar.11 Jun.11 Jun.10 Jun.11 Jun.10 Jun.11
Cash Assets 60 76 67 69 92 8,3 10,5 18,5 56,1 0,7 0,9
Receivables from Banks, CBRT and Mgridar. 88,7 90,3 84,9 784 76,3 930 1254 99 47,7 9,3 10,9
Securities 194,0262,9 278,3 274,7 287,9 2786 2793 255 0,4 30,6 24,4
" Loans 367,4392,6 454,9 4754 5259 564,3 6204 23,6 36,4 50,1 54,1
§ Net NPL 28 36 34 34 32 3,0 2,9 -12,0 -132 0,4 0,3
£ Subs, Affil. And Jointly Cont. Part. 10,3 12,7 13,0 14,2 153 16,1 17,3 17,8 33,1 1,4 1,5
Other 63,3 64,4 67,4 742 89,2 832 90,2 6,2 33,8 7,4 7,9
Total 732,5834,0 908,6 927,4 1.007,( 1046,4 1146,1 18,3 26,1 100,0 100,0
Total TL Assets 510,2 611,1669,9 691,2 749,2 776,6 8426 22,7 25,8 73,7 73,5
Total FX Assets 222,3223,0 238,8 236,2 257,8 269,8 303,5 7,4 27,1 26,3 26,5
Deposit (Funds Collected) 454,6 514,6 564,5 573,0 617,0 629,3 659,4 20,7 16,8 62,1 57,5
Debts toMoney Mar., CBRT 04 08 11 07 0,8 1,0 1,9 5,9 66,9 0,1 0,2
Debts to Banks 92,8 86,1 100,0 101,5 1224 132,1 146,2 8,8 46,3 10,7 12,8
_§ Funds from Repo Transactions 40,8 60,7 56,0 51,8 57,5 66,0 106,1 13,4 89,6 6,2 9,3
= Securities Issued (Net) 00 01 0,2 19 31 7,1 13,7 8.459,3 0,0 1,2
-‘;B Other 57,6 60,8 676 715 716 758 798 12,1 18,0 7,4 7,0
Own-funds 86,4 110,¢ 119,3 126,9 1346 1350 139,1 21,9 16,6 13,6 12,1
Total TL Liabilities 476,8570,2 628,2 642,2 699,3 718,6 7809 23,1 24,3 68,9 68,1
Total FX Liabilities 255,7263,9 280,4 285,2 307,7 327,8 3652 87 30,2 31,1 31,9

Increase rates of retail and commercial loans in semi  -annual period of 2011 when compared to

the end of previous year were realized as; 19.2% in retail | oans, 18.9% in SME loans and 16.5% in
other commercial and corporate loans. Thus, SME loans and retail loans maintained their high
increase rates in the last period. There was no significant change in composition of loans as of

June 2011. There is a high growth in retail loans derived especially from consumer loans. It is
expected that the cost increase arise due to the high provision set aside to consumer loans
excluding vehicle and housing by banks within the scope of the regulation on general
provisions the BRSA made in m id-June decelerate the increase in the mentioned loans in the
second half of the year.

Trends in Loans

TL Million % Distribution Annual Growth, %
2008 2009 2010 Mar.ll Haz.ll 2009 2010 Mar.ll Jun.ll 2008 2009 2010 Mar.1l Jun.1l
Retail 117.995 130.950 174.224 186.898 207.748 33,4 331 331 335 233 110 330 358 39,1
SME Loans 84.605 83.271 125.734 135.692 149.449 21,2 23,9 24,0 241 106 -16 510 514 47,6
Other Comm. and Cqr.  164.845 178.399 225.893 241.713 263201 454 43,0 428 424 454 82 266 27,6 288
Total 367.445 392.621 525.851 564.303 620.398 100 100 100 100 28,7 6,9 339 354 364
Consumer loans and working capital loans contributed by 2.8 and 2.5 points, resp ectively to the

growth in total loans by 9.9% in the last quarter. While credit cards within loans increased
relatively high in the last period, increase rate of export loans decelerated.

Trends in Selected Loans

Contr. To
TL Million Increase as to Previous Quarter Growth, %
2009 Jun.10  Sep.10 Dec.10 Mar.ll Jun.ll Jun.10 Sep.10 Dec.10 Mar.1l Jun.11l Jun.10 Jun.11

Consumer Loans 93.337 108.521 116.850 129.041 140.472 156.244 9,0 7,7 104 89 11,2 2.2 2,8
Working Capital Loans 85.259 117.319 118.828 135.175 144.648 158.653 26,1 1,3 138 7,0 9,7 5,8 2,5
Credit Cards 37.612 40.798 42.906 45.238 46.426 51504 6,9 5.2 54 26 109 0,6 0,9
Export Loans 26.181 31.160 31.534 36.064 41.198 43278 10,6 1,2 144 142 50 0,7 0,4
Other Inv. Loans 23.890 24.158 23.973 24.893 26.390 29.180 -16 0,8 3,8 6,0 106 0,1 0,5
Other Loans 126.665 133.151 141.569 155.496 165.170 181.540 -0,4 6,3 9,8 6,2 9,9 0,1 2,9
Total 392.944 455.108 475.659 525.90 564.303 620.398 9,1 4,5 10,6 7,3 9,9 9,1 9,9

The high growth rate in SME loans and consumer loans continued in June 2011. There was no
share change in the distribution of loans.
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Growth in Loans
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The deposit increased by 16.8% in June 2011 when compared to the same period of previous
year. Share of deposit within total liabilities decreased to 57.5% from 62.1% in a year.

Deceleration of the increase rate of especially commercial and
effective in the said development. As of June 2011, savings deposit belonging to domestic
residents increased, annually, by 16.2%, while official institutions deposit increased highly by
institutions deposit inc reased the share of said deposit within
total deposit. Especially the increase trend in gold prices caused precious metal deposit
accounts to increase more than twice in the period mentioned. Distribution of deposit

31.5%. The high increase in official

according to dom

Trends in Deposit s

other institutions deposit was

estic and abroad shares experienced no significant change.

TL Million Annual Increase, 9 % Share

2008 2009 Jun.10 2010 Jun.11 2010 Jun.11 2010 Jun.11
Savings (TL+FX) 278.110 306.535 325.450 349.832  378.220 14,1 16,2 58,8 57,4
Commercial and Other Inst. Dep. 84.728 107.17¢  125.21C 148.631 139.959 38,7 11,8 21,0 21,2
Off. Ins. Dep. 17.359 21.279  34.908 32.763 45.920 54,0 31,5 4,5 7,0
Pre. Met. Deposit Acc. 344 1.200 1374 2.377 4.847 98,1 252,8 0,2 0,7
FX Deposit Account 60.396 62.699 58.559 66.681 67.620 6,3 15,5 12,1 10,3
Total Domestic Residents Deposit 440.937 498.889 545499 600.284 636.567 20,3 16,7 96,7 96,5
Savings 6.865 8.238 8.149 9.503 10.889 15,4 33,6 15 1,7
Commercial and Other Inst. Dep. 772 546 2.823 1.541 1.673 182,0 -40,7 0,3 0,3
Pre. Met. Deposit Acc. 10 20 16 21 35 9,5 124.,4 0,0 0,0
FX Deposit Account 6.015 6.928 8.021 5.687 10.241 -17,9 27,7 1,4 1,6
Total Non-residents Deposit 13.662 15.732  19.009 16.753 22.839 6,5 20,1 3,3 3,5
Total Deposit 454.599 514.620 564.508 617.037 659.406 19,9 16,8 100,0 100,0

Syndication and securitization loans total procured from external markets amounted to USD 26.7
rity decreased slightly when compared to previous

billion in June 2011. Weighted average matu
year, depending on continuing increase in syndication loans weighted structure.

: Development of Resources from  Abroad

Weig. Aver. Mat.
USD Billion (year)
2008 2009 Jun.10 Sep.10 Dec.10 Mar.11 Jun.11 Jun.10 Jun.11
Syndication Loans 10,7 7,4 10,0 10,5 14,2 15,4 17,6 1,0 1,4
Securitization Loans 12,4 10,9 9,7 9,5 9,3 8,8 9,0 6,4 6,5
Total 23,2 18,2 19,7 20,0 23,5 24,2 26,7 3,6 3,1
Synd. L./6t. Liab.(%) 2,5 15 2,0 1,9 2,5 2,6 2,7
Sec. L./Tot. Liab. (%) 2,9 2,2 1,9 1,7 1,6 1,5 1,4
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Loan Growth

In order to determine whether or not loan expansion is in a degree which can pose risk; coexistence of facts that
variation of loan/GDP ratio periodically from trend value exceeds 1.5 standard variations and annual growth rate of

the said ratio exceeds 10% is considered as threshold value in respect of credit expansion. In the charts prepared
accordingly, blue line in  dicates the loan/GDP ratio concerning the related item, red line indicates the trend of the
related ratio and the dots indicate the loan expansion periods conforming to the definition. When credit expansion,
as of June 2011, is analyzed within the scope of the abovementioned criteria; it is seen that SME loans items grew
highly while the expansion in other loan types could not exceed the said thresholds.

Chart: Periods Conformingto  Loan Expansion Definition
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Total off -balance sheet trans actions grew limitedly by 3.1% in June 2011 when compared to the
previous quarter. When non -cash loans and liabilittes increased by 9.6% in the period
mentioned, commitments grew by 2%. In the last quarter, the decrease in revocable credit
allocation commi tments by 17.4%, while credit card expenditure limit commitments within
commitments increased by 3.4%, caused the deceleration in commitments.

Development of Off -Balance Sheet Transactions

TPIP
TP

TLMillion % Change as to Previous Quart Ratio to Balancesheet, %
2008 2009 Jun.10  Sep.10 Dec.10 Mar.11 Jun.11 Mar.11  Jun.1l Jun.10 Jun.11
Tot. Off-BalanceSheet Tran. (1+2) 476.043 579.786 883.106 937.771 1.038.093 1.172.81% 1.209.526 13,0 31 114,2 105,5
Non-cash Loans and Liab. (1) 125.837 134.036 148.024 153.211 163.570 175.593 192.506 7.4 9,6 18,0 16,8
Letters of Guarantee 93.291 101.606 109.427 115.737 120.367 126.689 136.658 53 7,9 13,2 11,9
Letters of Loans 23.863 22.762 27.471 25.865 30.33 33.742 37.313 11,0 10,6 33 33
Other 8.684 9.668 11.126  11.608 12.810 15.161 18.535 18,4 22,3 14 1,6
Commitments (2) (3+4) 350.206 445.750 735.082 784.561 874.524 997.223 1.017.020 14,0 2,0 96,2 88,7
Derivative Transactions (3) 196.392 251.205 371096 381.549 391.029 463.482 523.438 18,5 12,9 43,0 45,7
Other Commitments (4) 153.815 194.546 363.986 403.012 483.494 533.741 493.582 10,4 7,5 53,2 43,1
Credit Card Exp. Lim. Comm. 65.138 74.844  79.143 82.431 89.326 97.052  100.338 8,6 3,4 9,8 8,8
CredAlloc. Comm. With Usage Guar 26.875 30.483  18.133 19.866 22.748 24.783 28.251 8,9 14,0 2,5 2,5
Payment Commitments for Cheques 16.627 21.258 28.534  30.657 31.059 33.715 35.060 8,6 4,0 3,4 3,1
RevocableLoanAlloc. Commitments 16.488 16.488 184.273 204876  290.487 311.686 257.324 73 17,4 32,0 22,5
Forward Asset Purchase Comm. 7.663 15.326  15.076  20.400 12.001 19.288 21.201 60,7 9,9 1,3 1,8
Other 21.023 36.145 38.828  44.782 37.875 47.217 51.409 24,7 8,9 4,2 4,5
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As of June, an increase was experienc

ed in favor of liabilities in the distribution of total liabilities.
Ratio of deposit to total assets decreased below 60% for the first time since 2002 and realized as
57.4%. The moderate increase in liabilities/own
the share of short -term deposit in the last quarter by about 3 points is a positive factor
decreasing asset/liability maturity mismatch. The increase in self
flexibility in the sector against various fluctuations.
Banking Sector Leverage Ratios

-funds ratio continues. The decrease obs

erved in

dfinancing ratio increases the

% 2002 2003 2004 2005 2006 2007 2008 2009 2010 Mar.11 Jun.11
Liabilities/ Asset Total 879 858 850 866 881 870 882 86,7 86,6 87,1 87,9
Own-funds/ Asset Total 12,1 142 150 134 119 130 11,8 133 134 12,9 12,1
Deposit/ Assets 649 622 624 618 616 614 621 61,7 613 60,1 57,5
Liabilities/ Ownfunds 728 603 567 644 739 667 748 652 648 675 724
Shortterm Deposit (<12 Months) /Liafotal) 59,3 59,8 59,7 60,2 59,7 59,6 58,0 55,1
SelfFinancing Ratio * 140,3 127,6 107,4 123 100,4 96,5 93,8 107,9 1233 1509 152,9

Self-financing ratio = (Profit reserves  8Accumulated Loss)/Paid

-up Capital*100

In June 2011, total profit of the banking sector decreased by

same period of previous year. The

15.2% when compared to the

Central Bank increased the required reserve ratios and

ceased interest payment for these reserves, causing interest expenses to increase, thus net
interest incomes to decrease when compared to t

2011, decrease in net non

he same period of previous year. As of June

-interest expenses became a significant factor in sustaining

profitability.
Development of Selected Income Statement Items
(TL Million) % Change as to Precious Year
2006 2007 2008 2009 Jun.10  Sep.10 Dec.10 Mar.11 Jun.11 Jun.11  Jun.11

Interest Incomes 55.848 70553 85.768 85.291 38.693 57.182 77.396 19.294 40.065 -13,6 3,5
Interest Expenses 34.612 44503 54.786 43488 18.82 28.631 38.725 10.156 21.977 -23,9 18,6
Net Interest Incomes (Expenses) 21.237 26.049 30.982 41.803 20.162 28.551 38.671 9.138 18.088 -1,2 -10,3
Total Nonvnterest Incomes 14.670 16.025 17.422 19.214 11.957 17.567 23.704 6.615 13.455 20,5 12,5
Total Non-Interest Expenses 18.748 22.218 26.593 27.890 14.523 21.923 30.201 8.499 17.105 7,8 17,8
Net NontInterest Incomes (Exp) 4.079 6.193 9.170 -8.676 -2.566 4.356 -6.497 -1.884 -3.651 27,7 42,3
Tot. Other Nonlnterest Inc. (Exp.) 571 1.312 272 1.90 388 603 312 683 336 -79,8 -13,4
Tax Provision 3.122 3.350 3.218 4.970 2.823 3.838 5.149 1.407 2.565 7,8 9,1
Net Profit (Loss) 11.364 14.859 13.421 20.182 12.169 16.849 22.128 5.476 10.314 10,4 -15,2

Within capital items, paid

-up capital increased by

3.4% in the last one
common shares preserved its existing partial weight in paid

-year period. Reserve for
-up capital. Capital reserves

decreased by 11.6% depending on the decrease in securities valuation differences . Profit
reserves increased by 27.5% in J une 2011 when compared to the same period of previous year.
The increase in extraordinary reserves by 28.3% was effective in the increase mentioned. In the
last 1-year period , profit and loss account within own  -fund items decreased by 15.5%.
Development of Own -fund Items
TL Billion 2002 2003 2004 2005 2006 2007 2008 2009 2010 Jun.ll PQ F PI F PY P ZP | 061PW8ZXF
Paidup Capital 129 14,0 172 220 265 36,6 42,3 44,1 480 488 381 156 4,3 8,8 34
Reserve for Common Shares 10,3 11,1 12,3 17,2 21,1 256 30,7 320 358 365 21,3 199 4,2 11,9 4,2
Reserve for Preferred Shares 01 01 04 04 04 01 01 01 01 01 750 00 0,0 0,0 0,0
Other 25 28 45 45 50 109 11,4 120 120 121 1180 4,6 53 0,0 1,0
Capital Reserves 55 73 75 213 135 161 136 188 204 185 19,3 -155 382 138 11,6
Share issuance premiums 00 00 01 13 09 31 31 31 31 31 2444 00 0,0 0,0 0,0
Securities valuation differences 17 23 40 38 1,4 22 01 48 79 49 571 -1045 49000 64,6 252
Subs., Affil&J. Contr. Part! 17 19 32 26 18 15 06 14 28 35 -167 -140 3333 1000 170,9
From Sec. Available for Sale 00 04 07 12 04 07 05 33 50 15 2750 -286 5600 515 -44,8
Other Capital Reserves 00 01 01 154 108 99 97 95 85 90 83 20 21 105 5.0
Profit Reserves 170 17,4 159 256 263 305 370 459 591 756 160 213 241 288 27,3
Legal Reserves 06 07 13 26 33 43 54 63 76 90 303 256 167 20,6 19,4
Primary Legal Reserves 03 03 07 16 20 25 31 37 46 57 250 240 194 243 22,8
Secondary Legal Reserves 01 01 05 08 11 15 19 21 23 27 364 267 10,5 9,5 14,5
Statutory Reserves 00 00 01 00 00 00 00 00 00 00 - - 70,0  107,7 28,4
Extraordinary Reserves 16,3 16,7 143 22,7 22,4 259 309 390 501 648 156 193 262 28,5 28,3
Res. Ac.toGen.Ass.Re$ 161 16,3 140 21,3 221 256 302 368 459 581 158 180 219 247 25,5
Undivided Profits 00 03 03 14 03 04 07 21 43 67 333 750 2000 1048 58,8
Profit and Loss 50 75 96 57 110 143 128 195 21,4 100 300 -105 523 9,7 -15,5
Profit and Loss of Previous Years -196 -160 -7,5 -189 -181 -18,0 -17,6 -17,5 -17,6 -17,7 06 2,2 0,6 0,6 1,6

1 From Subsidiaries, Affiliates and Jointly Controlled Partnerships 2: Reserves set aside according to General Assemi@yGRedoll
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Capital Structure of Banking Sector

June 2011 Public, Private and Global Distribution of Sharehelds (%)

Global Share (%)

Domestic Domestic Stock
Share in Public Private Proportional Market

Bank Assetd% Share (%) Share (%) Share Share Total
1  ADABANK 0,0 100,0 0,0 0,0 0,0 0,0
2 AKBANK 10,7 0,0 73,4 10,3 16,4 26,6
3 ! +4d& 9!'4)2)- "1 .+13) 0,2 0,0 100,0 0,0 0,0 0,0
4 1, "2 41 4-24+ +14),)- "1 . +1 08 0,0 21,9 61,9 16,2 78,1
5 ! ,4%2.!14d&"! .+ 0,5 0,0 100,0 0,0 0,0 0,0
6  ANADOLUBANK 0,5 0,0 100,0 0,0 0,0 0,0
7 12!'0 4-2+ "1 .4+13) 0,2 15,4 20,6 64,0 0,0 64,0
8  ASYAKATILIM BANKASI 1.4 0,0 68,6 0,0 31,4 31,4
9  BANK MELLAT 0,3 0,0 0,0 100,0 0,0 100,0
100 "! . +0/:d4d& +2%%d 6% +! ,6 +). 0,2 0,0 30,2 69,8 0,0 69,8
11 "d2, %ed+ &/ . "! . +13) 0,1 100,0 0,0 0,0 0,0 0,0
12 #2%$)4 ! 2)#/, % 914)2)- "1 . 00 0,0 0,0 100,0 0,0 100,0
13 CITIBANK 0,6 0,0 0,0 100,0 0,0 100,0
14 $%.d: " ! . + 2,7 0,0 0,2 75,0 24,9 99,9
15 DEUTSCHE BANK 0,2 0,0 0,0 100,0 0,0 100,0
16 $d, %2 9!14)2)- "1 .+13) 0,0 0,0 100,0 0,0 0,0 0,0
17 EUROBANK TEKFEN 0,4 0,0 29,9 70,1 0,0 70,1
18 &d. ! . 3" ! .+ 3,8 0,0 0,2 55,6 44,2 99,8
19 GSD YATIRIM BANKASI 0,0 0,0 100,0 0,0 0,0 0,0
20 (!"d" "1V, 4+ ,d-d4%$ 0,0 0,0 0,0 100,0 0,0 100,0
21 HSBC BANK 1,9 0,0 0,0 100,0 0,0 100,0
22 ING BANK 1,8 0,0 0,0 100,0 0,0 100,0
23 d,, %2 "! . +!3) 0,9 100,0 0,0 0,0 0,0 0,0
24 d-+" 41 +13 6% 3! +,! -1 "1 +1 0,2 13,8 84,3 1,9 0,0 1,9
25 JP MORGAN CHASE BANK NATIONAL ASSOCIATION 0,1 0,0 0,0 100,0 0,0 100,0
26 +56%94 4-2+ +14),)- "1 .+13) 1,0 0,0 19,8 80,2 0,0 80,2
27 MERRILL LYNCH YATIRIM BANK 0,0 0,0 0,0 100,0 0,0 100,0
28 &d" !l "1+ 0,1 0,0 0,0 100,0 0,0 100,0
29 NUROL YATIRIM BANKASI 0,0 0,0 100,0 0,0 0,0 0,0
30 SOCIETE GENERALE S.A. 0,1 0,0 0,0 100,0 0,0 100,0
31 © %+ %2" ! . + 1,2 0,0 58,9 0,0 41,1 41,1
32 48#8 :d2! 14 "1 . +13) 14,8 100,0 0,0 0,0 0,0 0,0
33 41 d" 914)2)- "1 .+13) 0,0 0,0 0,7 99,3 0,0 99,3
34 4%+34d, "!.+!13) 0,3 0,0 89,5 0,0 10,5 10,5
35 TURKISH BANK 0,1 0,0 60,0 40,0 0,0 40,0
36 TURKLAND BANK 0,2 0,0 0,0 100,0 0,0 100,0
37 4-2+ %+/ ./ -d "!.+13) 3,2 0,0 29,3 46,0 24,7 70,7
38 4-2+d9% &d.!.3 +14),)- "1 - 1,1 0,0 35,3 64,7 0,0 64,7
39 4-2+d9% "1 2! .4d "Il .+1!3) 12,3 0,0 31,7 27,2 41,1 68,3
40 4-2+d9% (!, + "1 .+13) 7,5 75,0 3,0 0,0 22,0 22,0
41 4-2+d9% d(2!#!4 +2%$d "!.+! 06 100,0 0,0 0,0 0,0 0,0
42 4-2+d9% de "1 . +13) 13,0 0,0 78,0 0,0 22,0 22,0
43 4-2+d9% +! ,+). -1 "1 . +13) 0,2 99,1 0,9 0,0 0,0 0,0
44 THE ROYAL BANK OF SCOTLAND N.V. 0,1 0,0 0,0 100,0 0,0 100,0
45 4-2+d9% 3).!d +!,+).-1 "1 - 07 0,0 69,7 0,0 30,3 30,3
46 4-2+d9% 6! +)&,!2 "1 .+13) 4¢ 75 58,5 21,5 0,0 20,1 20,1
47 WESTLB AG. 0,1 0,0 0,0 100,0 0,0 100,0
48 9!10) 6% +2%%d "! . +!3) 8,6 0,0 45,4 38,1 16,5 54,7

Total (%) 100,0 26,6 33,3 21,4 18,7 40,0
These are shares which include natural persons outside the shares of foreign (proportional and in stock market) and public (Turkey) as well

as stock market shares not held by foundations, collateral funds, foreign residents and similar shareholders

As of June 2011, share of global capital banks by size in Turkish banking sector decreased by
about 0 .9 point in the last quarter, a decrease was also observed in state banks in a similar ratio,
share of domestic capital banks increased by 1.8 points.
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In June 2011, while the slight decrease in  the share of net interest incomes within banking sector
incomes continued when compared to the previous quarter, the share of interest expenses
within total expenses increased. The stable increase of the share of fees and commission
incomes and banking se rvices incomes within total incomes is considered important in respect

of sustainability of the profitability of the sector in future periods. While the ratio of non -interest
incomes of the sector to total incomes experienced no significant change in the | ast quarter,
the decrease in the ratio of total non -interest expenses to total expenses effects the

productiveness of the sector positively.

Income Statement Ratios

(%) 2005 2006 2007 2008 2009 Mar.10 Jun.10 Sep.10 Dec.10 Mar.11 Jun.11l
Net Interest Inc. After Prov./ Total Incomes (1) 296 27,4 26,3 24,7 30,0 35,4 33,6 32,4 32,7 30,3 30,1
Interest Expenses/ Total Expenses (2) 55,6 64,9 66,7 67,3 609 54,7 56,1 56,6 56,2 54,5 56,2

Bank. Serv.rc. and Fees and Com./ Tot. Income 12,1 11,9 11,8 12,1 13,0 13,4 13,7 13,9 14,2 14,7 15,3
Total NorHnterest Expenses/ Total Expenses 44,4 351 333 32,7 391 453 43,9 43,4 438 455 438
Total NonInterest Expenses/ Total Incomes 352 268 253 257 26,2 289 28,5 29,1 29,7 31,9 31,8

(1) Total Incomes: Interest Incomes+ Nohterest Incomes+ Total Other Nointerest Incomes (2) Total Expenses: Interest Expenses+ Noterest Expenses

When cash flow of the sector is analyzed via cash flow statement, it is seen that cash and cash
equivalent assets increased by TL 20.1 billion in March 2011 when compared to previous year. TL
18.4 billion of the increase is originated from net cash flows derived from investment activities.

Cash Flows in Banking

(TL Million) Mar.09 Mar.10 Dec.10 Mar.11  03.1103.10
Cash Flows concerning Banking Activities
Operat. Inc. before Changen Asset and Liability sulfp Bank Activ. (I) (1+2) 2.731 11.890 28.450 9.223 -2.667
Iltems Providing Cash from main Activities (1) 28.745 28.303 102.467 28.413 109
Interests Received 24.325 22.326 78.252 21.961 -365
DividendsReceived 251 313 463 377 65
Fees and CommissiorReceived 2.836 2.917 12.322 3.349 431
Other Earnings 278 811 3.801 1.072 262
Collections from Bad Loans Accounted as Loss 1.055 1.937 7.628 1.654 283
Items Creating Cash Outflow from Main Activities (2) -26.014 -16.413 -74.017 -19.190 -2.776
Interests Paid -14.321 -8.968 -38.875 -10.050 -1.082
Cash Payments Made to Personnel and Service Providers -3.127 -3.963 -17.334 -4.455 491
Taxes Paid 972 -1.149 -5.919 -1.523 -374
Other Payments -7.594 -2.333 -11.889 -3.62 -830
Change in Assets and Liabilities Subject to Banking Activities (II) 11.832 -10.542 -9.687 -11.693 -1.151
Net Cash Flow Derived from Banking Activities (I+11) 14.562 1.349 18.762 -2.470 -3.819
Net Cash Flows concerning Investment Activities 0 0 0 0 0
Net Cash Flows Derived from Investment Activities -12.857 -11.337 -23.611 7.073 18.410
Net Cash Flows concerning Financing Activities 0 0 0 0 0
Net Cash Flows from Financing Activities 398,27 -299 3.317 4.808 5.107
Effect of the change in Excange Rate on Cash and Cash Equivalent Assets 985,088 9 361 418 408
Net Increase in Cash and Cash Equivalent Assets 3.089 -10.278 -1.171 9.829 20.107
Cash and Cash Equivalent Assets in Opening Balance 83.197 83.469 79.287 78.000 5.470
Cash and CasBquivalent Assets in End of Period 85.389 73.192 78.116 87.829 14.637
Note: Cash Flow table is composed by consolidating periodical reporting made by the Independent Audit Institutions to the BRS A
Ratio of total operating costs to total expenses decreas ed by 2.2 points in the last one -year

period. The personnel expenses and severance payment provision/total assets ratio within
activity ratios experienced no significant change. In June 2011, personnel expense per
personnel and severance payment provision increased by TL 2.600, when compared to the
same period of previous year. Similarly,  severance payment provision per personnel increased
by TL 108 when compared to the same period of previous year

Development of Activity Ratios in Banking Sector

% 200220032004 20052006 20072008 2009 Jun.10 2010Jun.1!
Total OperatingCostgTotal Expenses 27,1 31 38,142,9 33,9 32,2 31,3 38 42,1 42,1 39,9
Personnel Expense/ Total Operating Expenses 30,2 323 32,928,9 36 37,2385 38,4 40,9 40,1 40,7
Personnel Expense+ Severance Pay. Prov./Total Assets 18 1,7 16 14 13 14 14 13 06 1,2 0,6
Personnel Expense + Severance Pay. Prov./Number of Personnel (TL Thou 30,1 34,2 37,6 40,7 44,1 48,5 54,2 57,2 30,7 62,6 33,3
Severance Payment Provision /Number of Personnel (TL) 1.20€1.74:1.2071.21¢854 935 644 659 543 1.77¢ 651

Total Operating Expense=Non -Interest Expenses -General Reserve Provision
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2.3 Outlook of Non -Banking Financial Sector

The positive ¢ onduct in total assets of non -banking financial sector 1 continued also in the first
half of 2011 and increased by 26.5% in the second quarter of 2011 when compared to the same

period of previous year. When it is analyzed by sub  -sectors; it is seen that tot al assets of asset
management companies , consumer financing companies, factoring companies and financial
leasing companies increased to 54.7%, 53.9%, 22.7% and 19.7%, respectively in June 2011 when
compared to the same period of previous year. When the sha re within non -banking financial
sector is analyzed, it is seen that the share of factoring companies decreased, on the contrary

the shares of financial leasing, consumer financing and asset management companies
increased. In June 2011 when compared to the same period of previous year , while the shares
of factoring sector and asset management companies decreased to 37.7% and 1.9% from

38.5% and 2%, respectively, shares of financial leasing and consumer financing companies
increased to 42.5% and 18% from 42.4 % and 17.2%, respectively.

Non-Banking Financial Sector Asset Size

Total Assets 2% Share In Nonbank Financial Sectc
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2.3.1 Financial Leasing

The positive progress in total assets of financial leasing sector is continuing. Total assets of the
sector have grown by 19.7% inthe  second quarter of 2011 as to the same period of the previous
year. The increase observed in receivables account of the sector was affective in the said
development. While the receivables increased by 26.3% in the second qu arter of 2011 as to the
same period of previous year, its share in balance sheet increased by 3.8 points approximately

as to the same period of the previous year. The placements made to banks in balance sheet
items decreased and the share of this item in b alance sheet decreased by 3.9% as to the
previous period. It is observed that the loans received and own funds increased when the
liability structure of the sector is analyzed. The increase amounting to 12.5% in own funds is
evaluated in positive manner an  d the share of balance sheet decreased by 1.5 points as to the
same period of the previous year. While the share of off -balance sheet accounts to balance
sheet has shown an increase by 5.8 points in June 2011 period as to June 2010, the weight of
guarantee s received which are monitored on off balance sheet transactions decreased, on

the contrary, the weight of derivative financial instruments and custody accounts increased.

1 Financial Leasing Sector, Factoring Sector , Consumer Financing Sector and Asset Management Sector total.
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Financial Leasing Se ctor Main Balance Sheet Sizes

Chan* Share of Balance Sheg#o)

(TL Billion 2008 2009 Mar.10 Junel0 Septl0 Decl0 Mar.11 Junell (%) Jun.10 Jun.1l
Receivables 13,9 10,8 10,1 9,8 9,7 10,2 10,9 12,4 26,3 68,7 72,4
NPL 1 1,5 1,5 15 1,5 15 15 1,4 -10,0 10,6 8,0
Provisions 04 0,6 0,6 0,6 0,7 0,7 0,7 0,7 6,4 4,5 4,0
Banks 14 16 2 2,2 2,3 3,1 2,3 2,0 -10,3 15,5 11,6
Total Assets 17,1 14,7 143 14,2 14,4 15,8 15,8 17,1 19,7 100,0 100,0
Loans Received 13,7 10,7 10,3 10,0 10,0 112 11,0 12,1 20,3 70,5 70,8
Own Funds 3 3,5 3,5 3,7 3,7 3,9 4,0 4,1 12,5 25,7 24,2
Total Off-B/S Accounts 156 16,8 16,8 17,2 17,3 18,6 20,0 21,6 25,5 120,8 126,6
Guarantees Received 13,4 14,1 13,9 13,8 13,4 13,7 14,2 14,6 55 97,1 85,6
GuaranteesGiven 0,7 07 0,7 0,7 0,7 0,7 0,7 0,7 10,1 4,6 4,2
Derivative Financial Instruments 0,9 1,1 0,9 1,0 1,3 1,9 2,3 3,0 209,3 6,8 17,5
Custody Accounts 04 0,8 1,2 1,6 1,9 2,2 2,6 3,1 93,5 11,2 18,0

* As to previous year

When profitability performance o f the sector is analzyed, it is understood that net period profit
increased by 12.2% approximately in the second quarter of 2011 as to the same period of the
previous year. The increase amounting to 8.9% in non financial leasing incomes was effective in

this development. When the income statement of the sector is evaluated, it is observed that
financial leasing incomes and expenses items are rather low when compared nominally to

non -financial leasing incomes and by this reason non -operating income of finan  cial leasing
sector is above the operational incomes of the sector.

Financial Leasing Companies Income Statement Selected Iltems

(TL Million) 2008 2009 Mar.10 Junl10 Sepl0 Decl10 Mar.11 Junll Cha* (%)
Financial Leasing Incomes 1.538 1.358 289 546 805 1.035 268 543 0,6
Non-Financial Leasing Incomes 6.147 5.032 824 1.729 2.886 3.722 831 1.882 8,9
Financial Leasing Expenses 807 620 110 208 318 423 115 241 15,6
Non-Financial Leasing Expers 5.846 4.882 725 1.530 2.611 3.341 724 1.639 7,1
Operation expenses 223 222 59 110 164 229 66 136 23,5
Tax Provision 8 -270 20 35 51 63 15 29 -17,3
Net Period Profit/Loss 590 576 130 268 373 463 138 301 12,2

* As to previous year

It is seen that the sector has shown a similar performance in the first half of 2011 as to the first

half of 2010 in respect of return on equities and assets. The sector had the highest after tax
profit/own funds ratio by 19.8% in 2008 before the crisis. The highest ratio in respect of return on
asset was experienced in end -2009 by 3.9%. NPL ratio of financial leasing sector has entered
into decreasing trend as of mid -2010 which is evaluated as positive . The provision ratio
increased significantly as of 2008 and has reached 50.6% as of June 2011.

Financial Leasing Sector Performance Indicators
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The share of financial leasing sector in non  -banking financial sector has been in a decreasing
trend as of the first quarter of 2009 and it has protected its level of around 42% as of June 2011.
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There was no any significant changes in FX risk of the sector. The number of loss -making

companies increased by 1 to 5 in the second quarter of 2011 as to the pre vious period.
Financial Leasing Sector Soundness Indicators

(%) 2008 2009 Mar.l0 Jun10 Sepl0 Decl0 Mar.1l Junil
Share in NorBanking Sector 57,9 49 47,1 44.8 43,1 42,7 42,4 42,5
Receivabés/Own Funds Ratio 4.7 3,1 2,9 2,7 2,6 2,6 2,7 3,0
Profit After-TaxOwn Funds 19,8 16,5 3,7 7.3 10,0 12,0 34 7,3
Profit After TaxAssets 3,4 3,9 0,9 1,9 2,6 2,9 0,9 1,8
NPL 6,6 12,3 13,2 13,4 13,1 126 11,8 99
Reserve Ratio 37,7 40,7 415 42,8 459 476 496 50,6
FX Assets/Assets 79,2 73,2 70,1 69,9 67,4 67,5 73,0 71,6
FX LiabilitiegLiabilities 76,7 68 65,3 64,0 60,8 61,0 648 654
Onbalance Sheet FXlet Pasition/Own funds 14,1 21,8 19,6 22,9 25,4 27,0 32,4 25,5
Off-Balance Sheet FXet Positio/Own funds 339,9 315,3 317,2 306,2 293,3 313,7 319,8 3558
Transaction Limit Ratiq<30) 5 3,8 3,2 3,0 2,9 3,0 3,0 3,3
Number of Lossmaking CompaniegNumber) 4 5 7 7 9 9 4 5
When the service lines in financial leasing sector are evaluated, a recession is observed in the

first half of 2011 as to the same period of the previous year. While the number of representative
offices and personnel of the sector decreased in the second quarter of the year, as to the same
period of the previous year, th e number of branch increased by 1. On the other hand, there
was a decrease amounting to 15.6% and 9.8% respectively in the number of customers and
contracts.

Financial Leasing Sector Operational  Indicators

(Unit) 2008 2009 Mar.10 Junl0 Septl0 Decl0 Mar.11 Jun.11 Changée
Number of Companies 18 18 17 16 16 16 16 17 1 Number)
Number of Rep.Offices 80 76 75 72 69 69 68 68 -4 (Number)
Number of Personnel 1427 1280 1271 1287 1286 1286 1280 1281 -6 (Number)
Number of Customers 73577 60010 56750 54741 51716 50428 46950 46219 -(%)15,6
Number of Contracts  121.627 98.596 92.337 89.251 84.806 82.615 82.127 80.487 (%39,8

*As to previous year
2.3.2 Factoring

The assets of the fact oring sector grew by 22.7% in June 2011 as to the same period of the
previous year. The receivables item which had a share by 90.2% within the assets of the sector
grew by 31% as to the same period of the previous year. The increase of the loans received
realized as 22.3% in June 2011 as to June 2010. On the other hand, when the developments in
off-balance sheet accounts are observed, it can be seen that the guarantees received and
derivative instruments increased by 40.9% and 7.8% respectively, while custo dy accounts
decreased by 24.3% as to the previous year. While the share of custody accounts and
derivative financial instruments in off -balance sheet accounts decreased, the weight of
guarantees received increased as to the same period of the previous year

Factoring Sector Main Balance Sheet Sizes

(%) (%¥phare of Balance Shee

(TLBillion) 2008 2009 Mar.10 Junel0 Septl0 Decl10 Mar.11 Junll Change* Jun.10 Junll
Receivables 5,6 8,4 9,1 10,4 11,4 12,4 12,4 13,7 31,0 84,5 90,2
NPL 0,5 0,5 0,5 0,5 0,7 0,5 0,5 0,5 3,7 4,2 3,6
Reserves 04 04 0,4 0,4 0,5 0,4 0,5 0,4 1,1 3,6 2,9
Banks 1,1 1,1 1,1 1,0 1,0 1,2 0,9 0,5 -50,1 8,4 3,4
Total Assets 78 10,5 11,1 12,3 13,4 14,5 14,4 151 22,7 100,0 100,0
Loans Received 4,9 7,6 8,2 9,3 10,2 11,1 10,8 11,4 22,3 75,4 75,1
Own Funds 24 25 2,5 2,7 2,8 3,0 3,0 3,1 15,9 21,5 20,3
Total OffB/S Accounts 30,6 283 301 33,8 34,5 37,9 34,0 35,2 4,2 273,6 232,4

Factoring Transactionsvhich

the risk was not assumed 39 24 2,7 3,0 2,6 3,1 3,2 3,5 17,5 24,3 23,2

Guarantees Received 15,6 10,5 11 10,9 13,1 17,4 15,5 15,4 40,9 88,7 101,9
Derivative Fin. Instruments 1,4 1 1,1 1,9 2,2 1,9 2,2 2,0 7,8 15,3 13,4

Custady Accounts 79 128 13,6 15,6 14,9 12,7 10,5 11,8 24,3 126,5 78,0

*As to previous year
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The profitability performance of the factoring sector has progressed positively in the first half of
2011as to the same period of the previous year. The period prof

increased by 24.3%, non -factoring incomes regressed by 31.6%. Non

behind the operational incomes of the secto

it of the sector increased by 16%
as to the same period of the previous year. While the factoring incomes among income items

-factoring incomes are
r nominally, on the contrary of financial leasing

sector.
Factoring Companies Income Statement Selected Items

(TL Million) 2008 2009 Mar.10 Jun.10 Sepl0 Dec10 Mar.11 Junll Cha *(%)
Factoring Incomes 1.757 1.358 329 699 1.098 1.514 411 869 24,3
Non -factoring Incomes 1.926 1.708 460 998 1.754 2.945 321 683 -31,6
FactoringExpenses 808 527 148 314 495 685 189 411 30,9
Non -Factoring Expenses 1.838 1.649 426 926 1.651 2.720 304 629 -321
Operation expenses 345 315 86 184 279 390 104 219 18,5
Tax Provision 53 96 16 44 58 87 18 35 -20,0
Net Period ProfifLoss 440 327 98 194 295 390 103 224 16,0

*As to previous year

The ratio of profit after tax to own funds was 7.3% in factoring
to the level 27% in 2006. In spite of that, NPL ratio regressed to 3.8% from 4.1% as to the previous

period.

Factoring Sector Performance Indicators
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trend as of the third quarter of 2010. ROE and ROA have progressed in similar levels in June 2011
as to the same period of the previous year. FX denominated assets and

into an increasing trend as of March 2010. The number of loss

1to 11 in the second quarter of 2011 as to the previous quarter.

Factoring Se ctor Soundness Indicators

liabilities have entered
-making companies increased by

(%) 2008 2009 Mar.10 Junl0 Sepl0 Decl10 Mar.11 Jun.1l
Share in Non Bank Financial Sector 26,3 34,9 36,5 38,8 40,2 39,2 38,5 37,7
ReceivablefOwn Funds Ratio 2,4 3,4 3,6 3,9 4,0 4,2 4,1 4,4
Profit After TaxOwn Funds 18,5 131 3,9 7,3 10,5 13,1 3,4 7,3
Profit After TaxXAssets 5,6 3,1 0,9 1,6 2,2 2,7 0,7 15
NPL 8,2 5,9 52 4,7 55 4,0 4,1 3,8
Reserve Ratio 77,0 83,7 84,8 85,2 73,7 85,3 85,2 83,0
FX AssetgAssets 15,4 8,2 6,9 7,8 8,7 9,1 13,1 11,0
FX LiabilitiefL iabiities 35,1 16,9 16,1 16,2 17,0 17,5 19,7 19,1
On-Balance SheeEX Net PositiofOwn Funds -64,6 -36,6 -40,0 -39,0 -39,6 41,2 -31,2 -39,8
Off -Balance SheeFXNet Positio/Own Funds 175,3 189,7 184,8 209,8 196,6 188,6 266,4 260,4
Transaction Limit Rtio (<30) 2,3 3,5 3,7 4,1 4,3 4,4 4,2 4,6
Number of Lossmaking CompaniegNumber) 13 15 15 14 17 14,0 10,0 11,0

In parallel with the asset expansion performance of the sector, there is an increase in the

number of branches, representative offices and p

by 6, the number of representative offices and personnel were increased by 44 and 534

BRSA
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respectively. The increases were 30.6% and 28.6% respectively in the number of customers and
contracts as of June 2011.

Factoring Sector Operational Indicators

(Number) 2008 2009 Mar.10 Jun.10 Septl0 Decl0 Mar.11 Jun.1l Change
Number of Branches 20 26 27 27 27 28 29 33 6 (Number)
Number of Rep.Off. 128 116 139 1% 163 175 184 199 44 (Number)
Number of Personnel ~ 3.009 2.959 3.051 3.229 3.445 3.557 3.678 3.763 534 (Number)
Number of Customers  50.228  40.997 46.750 50.869 53.747 57.094 61.602 66.414 30,6 (%)
Number of Contracts  146.558  65.952 72.082 68.732 75.142 89.516  88.259 88.369 28,6 (%)

*As to previous year
2.3.3 Consumer Financing

Total assets of the consumer financing sector increased by 53.9% in the first half of 2011. The
weight of receivables item in assets was progressing by 93.2% in June 2011, over 87.1% in the
same period of the previous year. There is a decrease in NPL in this period as it was in the first
quarter. But the share of balance sheet of own funds regressed to 7.4% from 9.4%. Loans, in
liabilities provided, increased by 58.7% in Ju ne 2011 as to the same period of the previous year.
The increases both seen in guarantees received and derivative transactions were affective in

the growth in off -balance sheet accounts.

Consume r financing Sector Main Balance Sheet Sizes

Change*
(%) Share of B.Shed®bo)

(TLBillion) 2008 2009 Mar.10 JunlO Septl0 Decl0 Mar.1l1 Junll Jun.10 Junll
Receivables 4 3,9 3,8 4,1 4,6 54 5,8 6,7 64,7 87,1 93,2
NPL 0,3 0,4 0,3 0,3 0,3 0,3 0,3 0,2 -26,2 6,6 3,1
Provisions 0,1 0,1 0,2 0,2 0,2 0,2 0,2 0,2 1,3 3,3 2,2
Banks 0,3 0,3 0,5 0,4 0,3 0,4 0,4 0,3 -17,5 7,9 4,2
Total Assets 4,7 4,5 4,5 4,7 51 6,1 6,4 7,2 53,9 100,0 100,0
Loans Received 3,7 3,6 3,5 3,6 3,9 4,5 4,9 57 58,7 76,2 78,5
Own Funds 0,4 0,4 0,4 0,4 0,5 0,5 0,5 0,5 21,4 9,4 7,4
Total OfB/S Accounts 0,9 2,5 1,9 2,5 3,4 4,4 4,4 5,8 134,4 52,3 79,6
Guarantees Received 0,2 1,2 1,3 1,6 2,1 2,9 3,2 3,9 138,4 35,0 54,1
Derivative Financial Instruments 0,7 0,9 0,5 0,8 1,0 1,2 1,1 1,5 83,3 17,2 20,5

*As to previous year

Net period profit of consumer financing sector has shown an increase amounting to 83.7% as to
the previous year. There was an increase amounting to 20.3% experienced in consumer
financing inco mes in June 2011 as to the same period of the previous year. The consumer
financing expenses increased by 19.1% in the same period.

Consumer Financing Companies Income Statement Selected Items

(TLMillion) 2008 2009 Mar.10 Jun10 Sepl0 Decl0 Mar.11 Jun.ll Cha* (%)
Consumer financing Incomes 688 666,8 154,4 307,3 469,7 6435 177,8 369,6 20,3
Non- Consumer financing Incomes 1515 540 100,1 236 278,2 344,6 123,1 278,1 17,8
Consumer finaning Expenses 490,8 457,2 97,4 201,7 303,8 412,2 116,5 240,3 19,1
Non- Consumer financing Expenses 1523  523,4 100,3 226,7 261,9 3235 104,4 249,1 9,9

Operation expenses 138 118,1 25,3 54,5 85,8 142,2 31,2 65,7 20,6
Tax Provision 11,6 12,5 4 2,6 118 16,0 8,9 18,3 602,9
Net Period Profit/Loss 9,5 13,3 8,2 29,2 46,0 43,0 28,3 53,6 83,7

*As to previous year

While there was a positive progress In the profitability indicators of the sector as of the first
quarter of 2010, it reached to th e level of 53.6% with a performance higher than its pre -crisis
periods. The decrease in NPL has not yet reached the level observed in 2007, together with the

fact that this has affected the asset structure of the sector in a positive manner. On the other

hand, there is an increase in reserve ratios as of 2008.
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Consumer Financing Sector Performance Indicators
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There is an increase in the share of consumer financing sector within non -bankin g financial

sector since the first quarter of 2010. There is an increase in respect of rate of exchange risk as of
the first quarter of 2010. It is seen that the decreasing trend of FX asset and liabilities in the
balance -sheet of the sector, experienced a s of the beginning of 2009 has left its place to the
increase in the second half of 2011. The number of loss -making companies of the sector

regressed to 026 in the first quarter of 2011, as a posit
Consumer Financing Sector Soundness Indicators

(%) Dec08 Dec09 Mar.10  Junl0  Septl0 Dec10 Mar.11 Jun1l
Share in NorBank Financial Sector 15,8 15,1 14,9 14,8 15,2 16,3 17,2 18,0
ReceivablefOwn Funds 10,6 9,5 9,1 9,2 9,9 116 11,6 12,5
Profit after Tax/Own Funds 2,5 3,2 2 6,6 9,9 9,1 5,6 10,0
Profit after Tax /Assets 0,2 0,3 0,2 0,6 0,9 0,7 0,4 0,7
NPL 7,4 9,6 8,9 7,5 6,4 5,0 4,4 3,4
Reserve Ratio 21,5 35,6 45 50,8 55,4 60,2 68,6 69,7
FXassetgAssets 9,3 8,1 7,6 5,7 51 3,9 3,7 51
FX LiabilitiegLiabilities 43,9 42,7 34,8 32 31,0 28,9 27,2 30,3
On-Balance Sheet FXet Pasition/Own Funds -432 -380,7 -295,2 -279,7 -283,0 -322,0 -301,5 -338,4
Off-Balance Sheet FX Net Positiwn Funds 82,3 180,5 128,8 146,9 1539 233,2 218,4 322,3
Transaction Limit Ratio(<30) 10,8 10 9,4 9,9 10,4 11,7 12,3 2,0
Number of Lossmaking Companies 4 4 4 2 5 4 4 2

Among the operational indicators of consumer financing sector, while the number of
representative offices did not cha  nge, the numbers of branhces, personnel and contracts
increased. 47 more persons were employed in the sector in the second quarter of 2011
comparing to the same period of previous year. The numbers of customers and contracts
increased nearly by 30%.

Consumer Financing Sector Operational Indicators

(Number) 2008 Dec09 Mar.10  Junl0 Septl0 Decl0 Mar.11 Jun.11 Change
Number of Branches 3 1 1 1 1 1 1 2 1 Number)
Number of Rep.Off. 0 0 0 0 0 0 0 0 0 (Number)
Number of Personnel 544 512 509 514 538 551 567 561 47 Number)
Num. of Customers 357.475 229.676 220.181 225.150 238.113 261.905 272.861 292.325 29,8 (%)
Num.of Contracts 371.965 242.441 232.217 233.035 251.324 276.208 287.576 309.719 329 (%)

*As to previous year
2.3.4 Asset Management

It is observed that the growth in the sector was amounting to 54.7% in June 2011 as to the same

period of the previous year, when the main balance sheet sizes of asset management

companies are eva luated. While the increase was determinant in this development seen

especially in banks and other financi al institutions® acc
increased to 17.7% from 11.7%. While the provisions increased by 13.8%, the share of bal ance

sheet regressed to 15.7% from 21.3% in the same period. In spite of the fact that the own funds

increased by 39.7% in the liability structure of the sector, the share of balance sheet regressed
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to 28% from 31.1%. The fact that the growth in own funds has been left behind the growth in
total assets was affective in the decrease of balance sheet share. Similarly, depending on the

fact that the balance sheet share of custody accounts and derivative financial instruments
decreased, it is seen that the rati o of off -balance sheet accounts to balance sheet regressed in
significant manner. According to that, there is a recession amounting 65.6% and 60.3% in
custody accounts and off  -balance sheet accounts respectively in the first half of 2011 as to the
previous year.

Asset Management Companies Main Balance Sheet Sizes

Share of Balance

Change _ Sheet

(TLMillion) 2008 2009 Mar.10 Junl0 Septl0 Decl0 Mar.11 Junll *(%) Junl10 Junll
Banks and Other Fin. Institution 40,9 39,6 41,5 56,9 747 1035 1250 132,9 133,7 11,7 17,7
Loans Taken Over 17,9 190,2 2546 2369 2359 3443 0,0 0,0 -100,0 48,9 0,0
NPL Taken Over 311 198,7 261,7 256,7 2492 2779 6838 677,4 1639 530 904
Provisions 78 962 99,7 1033 1101 1089 1144 1176 13,8 21,3 15,7
Total Assets 369,8 3555 480,3 4845 4917 657,7 7323 7497 54,7 100,0  100,0
Loans Received 287,01 218 297,01 310,3 307,7 466,7 5252 5211 67,9 64,0 69,5
Own Funds 748 1266 1475 1505 1660 1786 191,7 2103 39,7 31,1 28,0
Total OffB/S Accounts 1885 1189 1809 1856 1857 2140 209,9 73,7 60,3 38,3 9,8
Letter of Guarantees 16,3 10,1 18,5 22,1 23,0 22,1 13,1 12,6 43,1 4,6 1,7
Commitments 5,6 0 2,9 2,9 21 2.3 0,8 15 49,0 0,6 0,2
Derivative Financial Instruments 28,2 7,8 7,8 7,6 7,6 7,6 7,6 0,0 -100,0 1,6 0,0
Custody Accounts 137 101  151,7 153,0 1530 1819 1840 52,6 65,6 31,6 7,0
*As to Previous Year
The profitability performance of asset management companies in creased in the second
quarter of 2011 as to the previous quarter and the profit of the sector grew by 20.3% in June
2011 as to the same period of the previous year. While interest and other activities incomes

continued to increase in this period, as inth e first quarter of the year, it is observed that loss in FX
transactions has continued. Fees and commission incomes progressed similarly in negative as
of 2009.

Asset Management Companies Selec  ted Income Statement Items

(%hange
Jun.2010
(TLMillion) 2008 2009 Mar.10 Junl0  Septl0 Dec10 Mar.11 Junll Junll

Interest Incomes 2,4 129,8 34,9 82,2 126,0 179,4 65,1 129,0 57,1
Interest Expenses 15,5 27,3 7,6 15,6 26,2 35,8 11,0 24,0 54,5
Fees and Commission Incomes 2,4 4,4 0,2 -7,0 -12,0 -16,0 -8,6 -14,6 107,4
Other Operating Incomes 24,2 61,4 6 25,8 56,2 79,4 23,3 46,6 80,5
Other Operating Expenses 36,5 38 9,3 47,3 86,2 139,3 42,0 83,6 76,8
FX Transactions Profit/Lss -33,276 -7,362 0,71 2,5 2,5 1,3 -2,6 -8,8 253,9
TaxProvision 2,2 1 0,3 0,8 4,4 0,6 2,0 1,4 74,7
Net Period Profit/Loss 54,7 24,1 19,6 27,4 41,6 54,2 15,8 33,0 20,3
There is an improvement in the performance of asset management companies in r espect of

ROA and ROE, in the second quarter of 2011. While the balance sheet share of FX assets
decreased in the second quarter of 2011 as to the same period of the previous year, it is
observed that the balance sheet share of FX liabilities increased. Th e fact that there were no
lossmaking companies since the last quarter of 2010 is evaluated as a positive respect.
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Asset Management Sector Performance Indicators
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The share of asset m anagement companies in non bank financial sector increased to 2% from

1.8% in the first quarter of 2011 as to the previous quarter. The own funds /receivables ratio has
shown a slight increase in June 2011 as to the previous period. When the reserve ratio o f the
sector is evaluated, it is understood that the ratio which was 17.4% slightly increased as to the
previous quarter and is still quite far away from the level of around 40% in and after 2009.

Asset Management Sector Soundness Indicators

(%) 2008 2009 Mar.10  Jun.10 Sept.10 Decl0 Mar.1l1  Junil

Share in Norgrow Bank Financial Sector 1,2 1,2 1,5 1,5 1,5 2,0 2,0 1,9
Own FundgReceivables Ratio 22,8 32,5 23,4 30,5 34,2 28,7 28,0 31,0
Profit After TaxOwn Funds -73,1 19 16,2 18,2 25,0 30,3 8,2 15,7
Profit After TaxXAssets -14,8 6,8 4,4 57 8,5 8,2 2,2 4,4
Reserve Ratio 2,5 48,4 38,1 40,2 44,2 39,2 16,7 17,4
FX Assets/Assets 19,1 17,7 14,7 13,1 13,8 13,2 11,9 10,6
FX LiabilitiegLiabiities 78,4 16 30,6 27,6 26,1 29,4 30,5 29,5
On-Balance Sheet FX\et PositionOwn Funds  -292,9 4,9 58,4 -46,6 -36,6 59,9 -70,9 67,5
Number of Lossmaking CompaniegNumber) 4 3 2 3 1,0 0,0 0,0 0,0
Total Number of Firm(Number) 5 6 6 6 6 6 6 6
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2011. The growth observed in loan volume causes the amount subject to credit
as well. The mentioned amount increased by 10.5% when compared to the previous quarter
and reached to TL 719.8 billion. When the compounds of the amount subject to credit risk are
analyzed, it is seen that the increase by 400% realized i
The reason of the mentioned increase is that the risk weight of consumer loans having maturity
of more than two years excluding housing and vehicle loans was increased to 200% by a
regulation made on June 18, 2011
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-up ratio (FR) decreased to 2.9%. The mentioned
value is the lowest value obs erved since end -2002 and it is important as it shows the increase in
loan quality of banking sector. The addition of the increase in loan volume to the decrease in

NPLs explains the decrease observed in follow
of 2009. As of June 2011, the NPL amount decreased by 1.5% to TL 18.6 billion when compared
to the previous quarter. As of June 2011, the ratio of provisions to NPLs increased by 0.2 points to
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NPLRatios for Selected Countries

During global crisis, many banks became bankrupt and some banks had big problems in financia
terms. FR which is one of the most important indicators of credit risk was in an increasing trend in
general excluding some exemption countries in this period. It is seen that this trend ended as of
2010.

These ratios are not absolutely comparable becau se there are differences in accounting, taxing

and supervising regimes of the countries. Reducing the amount of non -performing loans by
increasing the quality of loans shall affect positively the banking sector. The improvement of loan

quality duetothed ecrease of NPLs wild.l have positive effe
the sectords capital structure will be sounder.
sector will increase. When the examples of S. Korea and Spain before c risis are analyzed, it is seen
that there is a long distance for the increase of the asset quality of the Turkish banking sector.

Emerged Economies 2005 2006 2007 2008 2009  2010/2011 Latest Data
Australia 0,2 0,2 0,2 0,8 1,2 2,2 2011/March
Austria 2,6 2,7 2,2 2 2,3 2,8 2010/December
Belgium 2 1,7 1,1 1,7 2,7 2,8 2010/June
Canada 0,5 0,4 0,7 1,1 1,3 1,2 2010/December
Denmark 0,4 0,3 0,3 - 3,3 4,4 2011/March
Finland 0,3 0,3 0,3 0,5 n.d. n.d. 2010/December
France 3,5 3 2,7 2,8 4 n.d. 2010/December
Gamany 4 3,4 2,6 2,8 3,3 3,3 2011/March
Greece 6,3 5,4 4,5 5 7,7 10,1 2011/March
Iceland 1,1 0,8 - - 61,2 n.d. 2010/December
Ireland 0,7 0,7 0,8 2,6 9 12,8 2010/September
Israel 2,3 1,9 1,4 15 15 n.d. 2010/June
Italy 53 49 4,6 4,9 7 9,9 2010/Jue
Japan 1,8 15 1,4 1,6 1,7 2,5 2010/September
S. Korea 1,2 0,8 0,7 11 0,6 0,6 2010/December
Luxemburg 0,2 0,1 0,2 1 0,7 0,3 2011/March
Malta 3,9 2,8 1,8 1,7 5,6 7,3 2011/March
Holland 1,2 0,8 - - 3,2 2,6 2010/September
Norway 0,7 0,6 0,5 0,8 1,3 n.d. 2010/December
Portugal 1,5 1,3 1,5 2 2,8 3,2 2011/March
Singapore 3,8 2,8 15 1,7 2 1,3 2011/March
Spain 0,8 0,7 0,9 3,4 4,1 4,6 2010/June
Sweden 0,8 0,8 0,6 1 n.d. n.d. 2010/December
Switzerland 0,5 0,3 0,3 0,5 0,5 0,9 2010/December
England 1 0,9 0,9 1,6 3,5 3,7 2010/January
USA 0,7 0,8 1,4 2,9 5 4,3 2011/March
Emerging economies
Central and Eastern Euroj
Hungary 2,3 2,6 2,3 3 6,7 10,4 2011/March
Poland 11 7,4 5,2 4,5 3,9 n.d. 2010/September
Turkey 4,7 3,7 3,5 3,7 5,3 2,9 2011/June
Asia
China 8,6 7,1 6,2 2,4 1,6 11 2010/December
India 5,2 3,3 2,5 2,3 VY. 2,2 2011/March
Indonesia 7,4 6 4,1 3,2 3,3 2,5 2010/December
Latin America
Argentina 52 3,4 2,7 2,7 3,5 2,1 2010/December
Brazil 3,5 3,5 3 3,1 4,2 3,2 2011/March
Other
Russia 2,6 2,4 2,5 3,8 9,5 8,2 2010/December
Mexico 1,8 2 2,7 3,2 2,8 2,3 2010/June
S. Arabia 1,9 2 2,1 1,4 3,3 n.d. 2010/December

Source: IMF Global Financial Stability Report, October 2010, http://fsi.imf.org/ , BRSA
Note: As there are differences in accounting, tax and supervision regime of countries, the data should be evaluated with
care while making comparisons between the countries.
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When loans are analyzed by types, it is seen that the decreasing trend in NPL and FR of SME
loans, retail loans and commercial loans continues as of June 2011. In this period, NPL amounts

of SME loans, retail loans and commercial loans decreased by 3.6%, 1.1% and 0.1%,
respectively. As a result of th e faster decrease of NPL amount relating to SME loans, the
difference between FR of SME loans and FR of retail loans is closed. As of June 2011, follow -up
ratios for SME loans decreased to 3.4%, FR for retail loans to 3.3% and FR for commercial loans to
2.4%. The mentioned ratios for SME loans and commercial loans are the lowest values observed

since end -2007.

NPL and FR Development of Consumer and Commercial Loans as well as SME Loans
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As of June 2011, it is seen that NPL amount relating to housing, vehicle and consumer loans
decreased by 10%, 7.9% and 3.5% respectively when compared to the previous period while

NPL amount relating to credit cards increased by 0.2%. The increase in credi t volume for all
types of retail loans caused FR to decrease for the mentioned loan types. Credit card amount

grew by 10.3% in June 2011 when compared to the previous qguarter and had the highest
increase after June 2008. FR of retail loans decreased to 7.3 % for credit cards, 4.3% for vehicle
loans, 1.0% for housing loans and to 2.4% for consumer loans. The mentioned ratios are the
lowest values observed since end -2008. These indicators show that the quality of retail loans
increased after the global crisis.  On the other hand, it is thought that follow -up ratios for credit
cards and vehicle loans are relatively high and especially increasing the loan quality of credit

cards is important for reducing the credit risk exposed by the banking sector.

NPL and FR Development of Consumer Loans
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When the aging analysis of consumer loans is made, it is seen that loans granted after the
global economic crisis fall to follow  -up with a slower speed t han those granted during the crisis
period. Especially the follow -up ratio of loans granted after the first half of 2009 decreased
remarkably. This explains the recession in NPL and FR. When the mentioned analysis is made for
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housing loans, a similar scene is observed. Moreover, it is seen that  follow -up ratios of housing
loans granted in December 2008 and March and June 2009 are very close to each other.

Aging Analysis of Consumer Loans
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When the sector distribution of NPLs are analyzed, it is seen that, as of June 2011, NPL amount
relating to loans granted to sectors other than agriculture sector decreased while there is a
partial increase in NPL amount relating to loans granted to agriculture sector. FR of the loans
granted to those sectors decreased by the increase in loan volumes. FR of retail loans as well as
the loans granted to agriculture, industry and services sector realized as 3.3%, 3.3%, 2.8% and
2.2% respectively in th e mentioned period. The decreases observed in NPL amounts and FRs are
assessed as positive in the context of the increase seen in loan quality.
Sector Distribution of NPLs and FR
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As of the first half of 2011, FR values relating to the sub  -sectors having the highest share in NPLs
decreased in all sectors when compared to the previous period. Moreover, the ratio of NPL
amount relating to credit cards, consumer loans and agriculture loans whose NPL amounts
increased when compared to the previous period to total NPL amount increased in this period.

Credit cards still continues to be the loan type having the highest share in total NPLs by 20.4%,

and are followed by retail consumer and o ther loans by 12% and textile and textile products
industry by 8%. When considered that it has a share by 8.1% in cash loans, more decrease in
NPLs relating to credit cards are thought to have positive impacts on banking sector credit risk.
Similarly, it can be said that FR relating to loans granted to textile sub -sector as well as computer
and related activities sub -sectors is higher when compared to other sectors. FR relating to
mentioned sectors are realized as 8% and 16% respectively as of June 2011.
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Sub-Sectors Having the Highest Shares within NPL

Dec.10 Mar.11 Jun.11
. Share in . . . Share in
Share in Share in Share in Share in
%
) NPL FR Cash NPL TR Cashloans NPL FR Cash
Loans Loans
Credit Cads 19,4 7,9 8,3 20,0 75 8,0 20,4 6,9 8,1
Individual Loans Other 12,1 3,7 11,5 11,8 3,1 11,9 12,0 2,8 12,5
Textile and Textile Products Ind. 7,8 9,0 2,9 8,2 79 3,1 8,0 71 3,1
Construction 6,4 4,1 5,6 6,7 3,7 57 6,7 3,4 5,6
Wholesale Trade and Bierage 6,5 4,1 5,6 6,8 3,7 5,8 6,4 3,2 5,8
Agriculture 4,7 4,2 4,0 4.9 3.8 4,0 5,0 33 43
Individual Housing Loans 4,3 1,4 11,2 4,2 1,2 11,3 3,8 1,0 11,2
Retail Trade and Personal Products 3,6 4,1 3,1 3,7 3,6 3,2 3,6 3,1 3,3
Food, Beverage and dbacco 3,1 3,3 3,4 3,3
Industry 3,4 3,3 3,4 3,0 3,2
As of the first hal f of 2010, banking sectords total NPL
when compared to the previous quarter. When it is analyzed by collateral structure, it is seen
that the source of the mentioned decrease is the decrease observed in NPLs with II. group
collateral. By the mentioned decrease, the share of NPLs with Il. group collateral in total NPLs
decreased to 32.3%. In this period, the share of NPLs without collateral in total NPLs increased by
1 point to 50.7%. As of June 2011, it is seen that NPL amount deducted from assets maintains its
decreasing trend. The amount deducted from assets which amounts to TL 341.9 million in the
first quarter of 2011 decreased to TL 13 3.3 billion in the second quarter of the year. The ratio of
collateralized portion of NPLs to total loan amount decreased by 1.7 points and realized as 34%
in the second quarter of 2011 when compared to the previous quarter.
Collateral and Guarantee Information Related to NPL
Gross Balance ( TL Amount Deducted from Assets$
Billion) (TL Million) Total Collateral /Loan (%)
Dec.10 Mar.11 Jun.11 Dec.10 Mar.11 Jun.11 Dec.10 Mar.11 Jun.11
Total NPL 20,0 189 18,6 427,7 341,9 133,3 365 357 34,0
With I. Group Collateral 0,1 0,1 0,1 0,1 0,0 0,0 64,1 74,1 70,0
With I1. Group Collateral 6,7 6,3 6,0 76,6 67,4 7.4 723 740 72,6
With 11l. Group Collateral 3,1 2,8 2,7 65,5 44,6 12,5 71,4 66,8 64,5
With IV. Group Collateral 0,4 0,4 0,4 3,1 0,5 0,1 53,3 51,8 47,8
Without Collateral 9,8 9,4 9,5 282,5 229,4 113,4
ReStructured Receivables 0,6 0,6 0,7
Receivables Attached to a new RedemptionPla 08 0,7 0,7
" Defines the deducion of a loan or other receivable classified as NPL from bank records due to impossibility of its collection or other reasons
The fact that the loan volume grew faster than own funds as of the second quarter of caused
the impacts of probable losses to occ ur in cash and non -cash loans on own funds to increase.
In this period, the impact of the loss to occur in the case that 5% of cash loans turn into loss to
own funds increased by 1.18 points and realized as 18.53%. Even if a loss by 10% is realized in
cash andnon -cash | oans, the sectords capital woul d be above
situation points out that the sector has a sound capital structure.
Credit Risk Stress Test Results
Mar.11 Jun.11
Scenaio Loss Cﬁ:nZe Loss/ Loss CAR IE)O;EI
(7L Milon) AR 8 (poingy  Own (TL Milliony ~ CAR (% Change ¢
. funds(%) (Point)* %)
1% of Cash Loans Turn into Loss 4.603 16,69 -0,53 3,47 5.112 15,88 -0,54 3,70
5% of Cash Loans Timo Loss 23.017 1452 2,70 17,35 25.563 13,65 2,77 1853
10% of Cash Loans Turn into Loss 46.034 11,71 551 34,71 51.127 10,76 5,66 37,07
1% of Norof Cash Loans Turn into Loss 1.257 17,08 0,14 0,94 1.379 16,28 -0,14 1,00
5% of Nornof Cash Loas Turn into Loss 6.288 16,49 0,73 4,74 6.897 15,69 0,73 5,00
10% of Norof Cash Loans Turninto Loss 12577 1576  -1,46 9,48 13.794 14,95  -1,47 10,00
Note: the data of «kller Bankasé& are excluded.

* Average CAR of March 2011 period is 17.22%. Average CAR of June 2011 period is 16.42%.
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3.1.2 Market Risk

Within the period of June 2011, the capital amount banking sector has to reserve for the market

risk to which it was subjected increased by 4.2% comparing to the period of March 2011 to TL

2.9 billion. When t he sub -risk components composing the market risk are analyzed,; it is seen that
during the period of June 2011, the capital amounts to be reserved by the sector for stock
position risk and interest rate risk decreased respectively by 13.8% and 1% to TL 110. 2 million and
TL 2.006 million comparing to previous period, while the capital amounts to be reserved for
commodity risk and exchange rate risk increased respectively by 130% and 20.9% to TL 48.3
million and TL 739.3 million. The remarkable increase (130%) of capital amount the banking
sector has to reserve for commodities risk (%130) was caused by the significant increase of the
banksd pr eci oustacooantsand daivagves portfolio based on precious metal and
commodities. The market risk capital requirement to own funds ratio didn
period of June 2011 comparing to previous period and remain ed 2%.
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Within the se cond quarter of 2011, the shares of GDS and stocks and investments funds within

the commercial portfolio of the banking sector decreased respectively by 1.1 and 0.2 points to

86.3% and 0.2% comparing to previous quarter, while the share of Eurobond and oth ers items

increased respectively by 0.6 and 0.5 points to 8.8% and 4.5%. When the interest structure of the

sectords commerci al portfolio is analyzed, it is seen th

share of portfolio with fixed interest decreased ¢ omparing to previous quarter but this decrease
is reflected as an increase in the share of portfolio with variable interest. As of June 2011, the
share of FX portfolio within commercial portfolio increased by 1 point comparing to March 2011

to 13.6%, while the share of TL portfolio decreased to 86.4%.
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Banking Sector Commercial Portfolio Distribution

%) December 2010 March 2011 June 2011
TL FX Total TL FX Total TL FX Total
GDS 84,4 1,6 86,0 85,8 1,6 87,4 84,7 1,6 86,3
Variable Interest 45,1 0,0 45,1 49,3 0,0 49,3 51,4 0,3 51,7
Fixed Interest 38,6 1,6 40,2 35,5 1,6 37,1 32,4 1,3 33,7
Other 0,7 0,0 0,7 0,9 0,0 0,9 0,9 0,0 0,9
Eurobond 0,0 9,2 9,2 0,0 8,2 8,2 0,0 8,8 8,8
Variable Inteest 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0
Fixed Interest 0,0 9,2 9,2 0,0 8,2 8,2 0,0 8,8 8,8
Stock and Investment Fund 0,3 0,1 0,4 0,3 0,1 0,4 0,2 0,1 0,2
Other 1,1 3,2 4,4 14 2,6 4,0 14 3,1 4,5
Variable Interest 0,4 2,0 2,5 0,5 1,8 2,3 0,5 2,2 2,7
Fixed Interest 0,7 1,2 19 0,8 0,8 1,6 0,8 0,9 1,7
Other 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0
TOTAL 85,8 14,2 100,0 87,4 12,6 100,0 86,4 13,6 100,0
Variable Interest 45,6 2,0 47,6 49,8 1,8 51,7 52,0 2,5 54,5
Fixed Interest 39,3 12,0 51,3 36,3 10,6 47,0 332 11,0 44,2
Other 1,0 0,1 1,1 1,2 0,1 1,3 1,2 0,1 1,3

Within the period of June 2011, capital amount the banking sector has to reserve for the interest

rate risk decreased by 1% comparing to previous period, which caused the interest rate risk

capital r equirement to own funds ratio to decrease as well. This ratio which was 1.5% in March

2011 decreased to 1.4% in June 2011. GDS interest which was conducted in the track of 6% -9.2%
within the first quarter of 2011 conducted in the track of 6.2% -9.2% within the second quarter.
The volatility of GDS interest decreased moderately in the second quarter of 2011 comparing to

first quarter. GDS interest which was 8.2% as of end -March 2011 increased to  8.7% by the end of
June 2011.

Interest Rate Risk Cap. Req. Own Funds Ratio, GDS Interest and Interest Volatility

2.0 (%) 45 (%) GS Compound Interest Rate Maturity One
40 Day
16 35 GS Inerest Rate Volatility
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In the second quarter of 2011, the banking sector s
by 9% comparing to previous perio d, accordingly, the decreasing effect of the possible
downfalls in second hand GDS prices on the sectords

previous quarter. The decreasing effect of a possible drop by 10% in second hand GDS prices
on t he s e pithlodecteaseddram 5.3% to 4.7% in June 2011 comparing to previous
quarter, and its decreasing effect on the capital of deposit banks decreased from 5.9% to 5.2%.
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Effects of Possible Changes

in Second Hand GDS Prices

June 2011 (TL Million)

Change in Second Hand GDS Prices (%)

-10 5 -1 1 5 10
Own Effect of Price Changes on Capital (%)
Commercial Pf.  GDS with Fixed Int.  Funds
Deposit Banks 187.087 61.686 118.47¢ 5,2 -2,6 0,5 0,5 2,6 52
DIB 3.168 1.194 14.844 0,8 0.4 0,1 0,1 0,4 0,8
Total 190.255 62.880 133.32C 4,7 2,4 0,5 0,5 2,4 4,7
March 2011 (TL Million)

Deposit Banks 185.471 67.601 114.95¢ 5,9 -2,9 0,6 0,6 2,9 59
DIB 3.446 1.485 14.473 -1,0 0,5 0,1 0,1 0,5 1,0
Total 188.917 69.086 129.428 5,3 2,7 05 0,5 2,7 53
Within the period of June 2011, banking sectords

funds increased in ratios close to each other comparing to previous period, consequently the

decreasing ef fect of a possible drop by 10% in fixed -i nt er es't Eurobond pri
capital did not change within the second quarter of 2011comparing to previous quarter and
remained as 1.2%, while its decreasing effect on the capital of deposit banks increas ed by 0.1
points to 1.4%.
Effects of Possible Changes in Eurobond Prices
- Change in Eurobond Prices %
June 2011 (TL Million) 10 5 1 1 5 10
Commercial Pf. Eurobond with Fixed Int. Own Funds Effect of Price Changes on Capital (%)

Deposit Banks 187.087 16.089 118.476 1,4 0,7 0,1 0,1 0,7 1,4
DIB 3.168 314 14.844 02 01 0,0 0,0 0,1 0,2
Total 190.255 16.403 133.320 12 06 01 01 0,6 1,2

March 2011 (TL Million)
Deposit Banks 185.41 15.014 114.956 1,3 0,7 0,1 0,1 0,7 1,3
DIB 3.446 306 14.473 02 01 0,0 0,0 0,1 0,2
Total 188.917 15.319 129.428 12 06 01 01 06 12

As a result of the decrease of banking sector stocks and derivative portfolio based on stocks
within the second quarter of 2011 comparing to previous quarter, the capital amount the sector
has to reserve for the stock position risk decreased by 13.8% comparing to previous quarter. By

consequence

of t his

decrease,

t he

which was 0.09% in March 2011 decreased to 0.08% in June 2011. ISE 100 index which was
64.434 by the end of March 2011 kept increasing until the beginning of May and reached

70.072 points and re -started decreasing afterwards and realized a

s 63.269 points by the end of

June 2011. When the volatility of ISE 100 index is observed, it is seen that the fluctuation
decreased moderately in the second quarter of 2011 comparing to previous quarter.
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Banking index which was 131.478 points by the end of March 2011 increased in the first month of

the next quarter, but then started to decrease and realized as 130.746 points by the end of

June 2011. In the second quarter of 2011, the fluctuation of the banking index is reduced.

Banking Index and Its Volatility
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Source: Bloomberg,
Inthesecond quarter of 2011, banking sectorfds stock

comparing to previous quarter, as a result, the decreasing effect of a possible drop in stock and

and inv

investmentfun dpri ces by 10% on the sector 0s topeypoustqaalterdecr eased

from 0.06% to 0.05%. As of June 2011, the effects of these scenarios on the capitals of deposit
banks and Development and Investment Banks have also decreased.

Effects of Possible Changes in Stock and Investment Fund Prices

i i 0,
June 2011 (TL Million) Change in S+IF Prices (%)

-10 5 -1 1 5 10

Commercial Pf.  Stock and Investment Fund Own Funds Effect of Price Changes on Capital (%)
Deposit Banks 187.087 631 118.476 0,05 0,08 0,01 001 0,03 0,05
DIB 3.168 80 14.844 0,05 0,03 0,01 0,01 0,03 0,05
Total 190.255 711 133.320 0,05 0,03 0,01 0,01 0,03 0,05

March 2011 (TL Million)

Deposit Banks 185.471 647 114.956 0,06 0,03 0,01 0,01 0,03 0,06
DIB 3.446 88 14.473 0,06 0,03 0,01 0,01 0,03 0,06
Total ) 188.917 735 129.428 0,06 -0,03 0,01 0,01 0,03 0,06

Turkish banking sectords FX ¢e nbalaneel sheptopen and ofh
bal ance sheet surplus positions. T hhas beee cconducting

relatively low for a long time. By the effect of the fluctuation occurring in global markets, the on
balance sheet open and off  -balance sheet surplus positions which were decreasing since the

end of April 2011, decreased respectively to USD -17.6 billion and USD 18.6 billion by the end of

June 2011. FXNGP which was USD 1 billion by the end of March 2011 decreased to USD 0.96
billion by the end of June 2011. Within the

is

gener al

FX net g

period of J

capital requirement increa  sed by 20.9% comparing to the period of March 2011 to TL 739.3

million. The increase in t he sectords exchange

exchange rate risk capital requirement to own funds ratio to increase as well. This ratio which
was 0.44% as of March 2011 increased to 0.51% by the end of June 2011.
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OBSP, FXNGP and Exchange Rate Risk Capital Requirement
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Banking sector FXNGP/Own funds ratio which was 1.1%
increasing until mid -May 2011 and started to decrease on the third week of May 2011 and
realized also as 1.1% by the

analyzed by FX types, it is seen

These two FX types are fo
were respectively EUR 5.4 billion and USD 8.5 billion within the period of March 2011 decreased
respectively to EUR 4 .7 billion and USD 8 billion in the period of June 2011.
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EUR/TL and GBP/T L which increas ed until March 2011 started to
decrease since the beginning of March and kept decreasing until the beginning of May and

then restarted to increase. When the volatilities of these rates are analyzed, it is seen that in the
second quarter of 2 011, the fluctuation increased moderately when compared to first quarter.
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USD, EUR and GBP Rates and Volatilities

30 6.0
28 USDITL EUR/TL GBP/TL (%)
2.6 5.0 USD/TL Volatility
2.4 40 EUR/TL Volatility
2.2 GBP/TL Volatility
2.0 3.0
18
16 2.0
1.4 10
12
10 0.0
Ssgg8gggsgssgdy &833823338839¢%
9383938339888 588 ~ 88383888 ~38823~
Source: CBRT
Decreasing effect of possible changes in exchange rate s on the banki

decreased in the second quarter of 2011 for deposit and participation banks and increased for
DIBs and there was no significant change for the sector in general. In the second quarter of
2011, the decreasing effect of poss i bl e i ncrease by 25% in e
capital did not change comparing to previous period, while its decreasing effect on the capital

of deposit banks decreased from 6.3% to 6.2%. In the period of June 2011, the decreasing effect
of a possible decrease by 20% in exchange rates on the capital of participation banks
operating in on -balance sheet FX surplus position decreased from 4.4% to 3.5% comparing to
previous period.

Effets of Possible Changes in Exchange Rates

03/11
06/11

ng sectords

xchange

As of June 24, 2011 (USD Million)

Change Ratio in Exchange Rates (%)

20 -10 1 5 25 50
On-Balance
Sheet Position Own Funds OBSOP/OWH' FXNGP FXNGOP/Own. Effect of Changes in Exchange Rates on Capif%)
(OBSP) (Own.) (%) (%)
Deposit Banks -18.785 75.591 -24,9 892 1,2 5,0 2,5 0,2 -1,2 6,2 -12,4
DIB 531 9.154 5,8 14 0,2 -1,2 0,6 0,1 0,3 15 2,9
Participation B 624 3.517 17,7 53 15 3,5 -1,8 0,2 0,9 4,4 8,9
Total -17.630 88.262 -20,0 959 1,1 4,0 2,0 0,2 -1,0 5,0 -10,0
As of March 25, 2011 (USD Million)

Deposit Banks -19.447 77.266 -25,2 921 1,2 5,0 2,5 0,3 -1,3 6,3 -12,6
DIB 469 9.436 5,0 21 0,2 -1,0 0,5 0,0 0,2 1,2 2,5
Participation B 777 3.536 22,0 52 1,5 4,4 2,2 0,2 1,1 5,5 11,0
Total ) -18.201 90.238 202 994 1,1 40 20 0.2 -1,0 5,0 -10,1

3.1.3 Risks Arising from Derivative Transactions

In the first half of 2011, total position size of the derivative transactions realized by the banking

sector increased by 33.4% to TL 269.27 billion. When analyzed by types, the share of swap

transactions having the highest share within total derivative transactions decreased from 62.29%
to 58.6%. The share of futures within total derivative transactions decreased, while the share of
option and forward transactions incr  eased.

When the distribution by subjects of the derivative transactions realized by the banking sector is

analyzed, it is seen that the weight of derivative contracts realized on money -FX and interest in
connection with the two important risk item which a re exchange rate and interest rate risk is still

continuing in the first half of 2011. When derivative transactions are analyzed by their subjects, it

is seen that the share of money -FX and interest derivatives which was 97.17% by the end of 2010

realized as 97.55% in the first half of 2011.
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It is seen that the most traded derivative products in the banking sector are money swap
transactions, interest swap transactions, money option transactions and money forward
transactions. The share of these four trans actions within total derivative transactions is 94.64%.
Among these transactions, the share of money swap transactions within total derivative
transactions decreased from 44.11% to 37.75%. The share of interest swap transactions
increased from 17.31% to 20 .10%.

Chart 3.1-14: Derivative Transactions by Type and Subject
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When derivative transactions are analyzed by maturity, it is seen that in the first half of 2011,
their maturity has been extended . By the end of 2010, 49.92% of total derivative transactions
were with maturity up to 3 months and short er, but as of the first half of 2011, this ratio is realized
as 46.80%. When analyzed by transaction types, it is seen that maturity structures of money
swap t ransactions and interest swap transaction s are considerably different. While the share of
deriv ative transactions with maturities  up to 3 months and short er for money swap transactions is

61. 10 %, itds 2.48% for interest fdergptivettransactorsavithi on s .
maturites | onger than 1 year is 20.33% for money swap
transactions.

Chart 3.1-15: Derivative Transactions by Maturity
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Distribution of derivative transactions by their purpose did not change mu ch as of the first half of
2011; it is seen that in 2011, 91.85% of derivative transactions were realized for trading purposes.
Transactions realized for hedging risk are mostly concen trated in swap transactions. 4.82% of

money -FX swaps and 31.21% of interest swaps were realized for hedging risk.
Derivative Transactions by their Purposes
% December 2010 June 2011

Hedging Trading Hedging Tradng
Option 0,67 99,33 0,26 99,74
Forward 0,02 99,98 0,00 100,00
Futures 0,00 100,00 0,00 100,00
Swap 9,80 90,20 13,81 86,19
Other 0,00 100,00 0,00 100,00
Total 6,25 93,75 8,15 91,85

The counterparties of derivative transa  ctions are usually banks. The share of banks decreased in
the first half of 2011 from 74.46% to 72.67%. On the other hand, the share of other legal entities
increased in 2011. Especially the high share of banks in swap transactions having a considerably
high share in total amount is remarkable. As of the first quarter of 2011, another important

development is the decrease seen in the share of banks and the increase of non -bank ing
financial institutions in futures transactions.
Counterparties of Derivative Transactions
December 2010 June 2011
Non-
% Non-Bankng  Other Legal Natural BankingFin. Other Legal Natural
Banks Fin. Ins. Entities Persons Banks Ins. Entities Persons
Option 52,76 1,73 24,74 20,76 54,58 4,28 24,07 17,07
Forward 41,65 4,60 46,82 6,92 43,55 3,11 47,13 6,21
Futures 70,32 26,90 0,73 2,05 51,49 46,16 1,20 1,15
Swap 89,09 3,08 7,74 0,09 88,78 3,14 7,98 0,10
Other 64,22 3,07 1,23 31,48 61,38 0,97 1,16 36,50
Total 74,46 3,71 16,32 5,51 72,67 3,81 18,42 5,10

When the counterparties of derivative transactions are analyzed, it is seen that the transactions

in which the counterparty is non  -resident have a higher share comparing to others. Especially, it
is interesting to se e that the counterparties of 47.90% of total derivative transactions and 59.1%
of swap transactions are residents in the United Kingdom.

Counterparties of Derivative Transactions According to Re sidence
December 2010 June 2011
% Domestic U.K. France  America Other Domestic U.K. France  America Other
Abroad Abroad
Option 47,31 29,73 5,10 6,36 11,51 44,78 32,71 5,68 4,36 12,47
Forward 61,43 21,27 4,70 1,69 10,92 58,08 29,83 5,33 2,38 4,37
Futures 3,96 31,08 0,00 64,95 0,00 32,88 50,94 0,00 16,18 0,00
Swap 9,44 59,52 10,23 6,18 14,63 10,42 59,05 9,25 5,35 15,94
Other 35,78 58,62 0,00 0,00 5,60 38,62 57,54 0,00 0,00 3,84
Total 24,28 47,29 8,07 7,34 1301 26,85 47,90 7,64 4,69 12,92

When derivative transactions are analyzed to see if they are over -the -counter or organized, it is
seen that the share of over -the-counter transactions within total derivative transactions is still
increasing in the first h alf of 2011. The share of over -the-counter transactions is 99.01%. In this
evaluation, it is assumed that all of option transactions are over -the -counter.

Derivative Transactions: Over -the-Counte r/Exchange Traded

% December 2010 March 2011
Overthe-Counter Exchange Traded Overthe-Counter Exchange Traded

Option 100,00 0,00 100,00 0,00

Forward 100,00 0,00 100,00 0,00

Futures 0,00 100,00 0,00 100,00

Swap 100,00 0,00 100,00 0,00

Other 100,00 0,00 100,00 0,00

Total 97,03 2,97 99,01 0,99

BRSA 49 Financi al Markets Report -June 2011



3.1.4 Structural Interest Rate Risk 2

In the second quarter of 2011, banking sectords open posi
up to 1 month kept continuing. The continuation of these open positions was reflecte d positively
to the banks®é profitability due to the fall of interests,

case there are interest increases in short -term. In the second quarter of 2011, 1 month TL and
USD open positions increased comparing to p revious quarter, while 1 month EUR and total FX
open positions decreased. In 1 -3 months open positions, all money units increased comparing

to previous period. As of June 2011, the 1 -3 months TL, USD, EUR and total FX open positions all
increased comparing  to previous period. In the period of June 2011, the open positions were as
follows: TL 142.1 billion in 1 month TL, TL 54.7 billion in 1 month USD, TL 20.9 billion in 1 month EUR
and TL 66.3 billion in total FX. Open positions for 1 -3 months are as follo ws: TL 7.6 billion in 1-3
months TL, TL 12.2 billion in 1-3 months USD, TL 18.3 billion in 1-3 months EUR and TL 26.2 billion in
FX total.

Development of Interest Deficits
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In the period of June 2011, placement interest decreased by 0.1 points comparing to previous
period, while the interest cost increased by 0.1 points. A s a result of the changes occurred in
placement interest and interest cost, interest margin decreased by 0.2 points in th e period of
June 2011 to 2.9%.

Development of Interest Margin and Its Components

(%) Junel0 July.10 Aug.10 Sep.10 Oct.10 Nov.10 Dec.10 Jan.11 Feb.11 Mar.11 Apr.11 Mayll Junell
Placement Intere$
1) 9,1 9,1 9,0 8,8 8,7 8,6 8,4 8,0 7,3 75 75 7.4 74
Interest Cost (2) 4,9 5,0 51 50 50 4,9 4,8 47 43 45 4.4 4,5 4,6
Interest Margin (3) 4,2 4,1 4,0 3,8 3,8 3,7 3,6 3,3 3,0 3,1 3,0 2,9 2,9
(1): ((1+( Total Interest Incomes/Average Interest Se  nsitive Assets))*(12/Range of Related Month)) -1
(2): ((1+(Total Interest Expenses/Average Interest Sensitive Liability))*(12/ Range of Related Month)) -1
@) [(1)-@)]
To evaluate the amount of structural interest rate risk that the sector is exposed to, t he effect of
interest changes within the frame of scenari o analyses
calculated. In the analyses, the times remaining to the re pricing dates of the banks?®
liabilities, average placement interest and resourc e costs are taken into consideration. In the
cal cul ati ons, it i s assumed t hat t he sensitiveness of

remained the same during the analysis period, there were no new resource entries and the
money has no time value.

2 Differently from the interest rate risk taken into consideration within the scope of market risk, this is a risk emanating fr om
the mismatch between the re  -pricing times of all asset and liab ility items of the bank.
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Scenarios Concerning Structural Interest Rate Risk and Results Thereof

Change in TL Interests (point) Change in FX Interests (point)
Scenarios 1 month 13 months  3-6 months 6-12 months 1 month 13 months 36 months  6-12 months
Scenario 1 1,00 0,00 0,00 0,00 0,00 0,00 0,00 0,00
Scenario 2 0,00 0,00 0,00 0,00 1,00 0,00 0,00 0,00
Scenario 3 1,00 2,00 3,00 6,00 0,00 0,00 0,00 0,00
Scenario 4 0,00 0,00 0,00 0,00 0,25 0,50 0,75 1,50
Scenario 5 100 1,00 1,00 1,00 0,50 0,50 0,50 0,50
Scenario 6 10,00 0,00 0,00 0,00 5,00 0,00 0,00 0,00
Scenario 7 0,00 0,00 10,00 0,00 0,00 0,00 5,00 0,00
Scenario 8 -1,00 0,00 0,00 0,00 0,00 0,00 0,00 0,00
Scenario 9 0,00 0,00 0,00 0,00 -1,00 0,00 0,00 0,00
Scenaio 10 -1,00 -2,00 -3,00 -6,00 0,25 0,50 0,75 -1,50
Profit/Loss (TL March 2011 June 2011
Billion) TL uUsD EUR Ot.FX Tot.FX Total TL UsD EUR Ot.FX  Tot.FX Total
Scenariol 2,5 0,0 0,0 0,0 0,0 2,5 2,7 0,0 0,0 0,0 0,0 2,7
Scenario2 0,0 -1,0 0,5 0,0 -1,4 2,8 0,0 -1,0 0,4 0,1 -1,3 2,7
Scenario3 -40,8 0,0 0,0 0,0 0,0 -40,8 -48,5 0,0 0,0 0,0 0,0 -48,5
Scenario4 0,0 6,1 4,2 1,3 9,0 -18,0 0,0 6,7 4,4 1,4 9,7 -19,4
Scenario5 -14,3 -3,7 2,5 0,6 5,5 -25,3 -16,6 4,1 2,6 0,8 5,9 -28,3
Senario6 -25,0 4,8 2,4 0,2 -7,0 -38,9 27,4 4,8 2,2 0,4 6,6 -40,7
Scenario? 50,3 -14,2 -10,4 2,8 -21,8 93,9 -60,3 -15,8 -10,3 3,2 22,9 -106,0
Scenario8 2,5 0,0 0,0 0,0 0,0 2,5 2,7 0,0 0,0 0,0 0,0 2,7
Scenario9 0,0 1,0 0,5 0,0 1,4 2,8 0,0 1,0 0,4 0,1 1,3 2,7
Scenariol0 40,8 6,1 4,2 -1,3 9,0 58,8 48,5 6,7 4,4 -1,4 9,7 67,9

When the profit and loss expected from TL and FX items within the scope of scenarios
concerning structural interest rate are analyzed; it is seen that due to the increase occurred in
TL, USD and total FX open positions for maturity up to 1 month and 1 -3 months in the period of
June 2011 comparing to previous period, the loss expected from TL, USD and total FX positions

for scenarios involving the increase of interest increa sed. The loss expected from EUR open
position for 1 month maturity decreased comparing to previous period, while it increased for
maturity up to 1 -3 months.

3.1.5 Liquidity Risk

Lately, banks have reduced their GDS portfolio and raised loan supply within the sco pe of their
strategy to increase their capacity to grant credits, which was reflected negatively on liquidity
indicators. The decrease of maturing securities portfolio and the increase of funds provided by

repo in the sector, accordingly the total liquidit y ratio concerning the first maturity tranche
tends to decrease. This indicator which was 195% within the period of March 2011 decreased to

167% as of June 2011. On the other hand, the mentioned ratio is widely higher than 100% which

is the legal limit. Th e FX liquidity adequacy ratio also decreased in June 2011 comparing to
previous quarter. The increase of FX repo transactions and derivative transactions creating

liability increased during the period of April -June, which was affective on the decrease of F X
liquidity adequacy ratio.

When total liquidity adequacy ratio concerning the first maturity tranche is analyzed on
functional bank group basis, it is seen that the said ratio increased for participation banks in the
second quarter of the year and it dec reased for deposit and participation banks. The decrease

in maturing credit receivables in development and investment banks group and the clear
increase in repo transactions in deposit banks group caused liquidity adequacy ratio to
decrease. FX liquidity a dequacy ratio concerning the first maturity tranche decreased for each
three bank groups.
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Development and Total and FX  LARconcerning the First Maturity Tranche
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Although the decisions of the CBRT on required reserves caused the liquidity adequacy ratios
concerning required reserves to increase, the increase in repo transactions in banking sector
especially in the second quarter of 2011, in addition, recession in securities portfolio caused
total liquidity adequacy ratio concerning the second maturity tranche to decrease to the
lowest level. When sub -components of the said ratio which was about 120% as of June 2011 is
analyzed, it is seen that all items on liability side increased except dep osit. The biggest change
when compared to March 2011 period was in other liabilittes item which is dominantly
constituted of repo transactions (70%). While securities portfolio on assets side decreased by 8%,
cash assets item increased by 54% due to requir  ed reserves item. When compared to March
2011 period, in June 2011, assets having maturities less than one month increased by 3.4%, while
liabilities in the same nature increased by 12.4%. FX liquidity adequacy ratio concerning the
second maturity tranche  decreased to 109% from 112% in the period mentioned.

FX and Total LARComponen ts concerning the Second Maturit y Tranche

TL Million, (%) FX Total

Assets June 10 Dec10 March1l June 11| June D Dec 10 March 11  June 11
Derivatives 55.493 (42 51.110 (4 64.784 (47 64.784 (45| 68.396 (15 65.835 (14 78.535 (1€ 81.381 (1
Banks, Abroad Centers and Branches 19.913 (1! 17.905 (1« 18.279 (1: 18.279 (11 23.948 (5 27.965 (6 25.394 (5 24.567 (5
Fair Value 14.781 (1 16.258 (1: 14.017 (1t 14.017 (1(141.332 (3172.670 (3€160.45983)148.186 (3(
Held to Maturity 10.797 (8 8.134(7 6.560 (5, 6.560 (4) 77.521 (1 66.205 (14 57.453 (1 52.262 (1(
Loans 14.255 (1 11.767100 14.771 (1 14.771 (1 83.208 (19 88.951 (1€ 88.709 (18 86.570 (17
Cash Assets, CBRT 8.611 (7 11.673 (¢ 10.710 (¢ 10.710 (1 36.467 (8 43.918 (9 58.367 (1 89.940 (18
Receivables 7.658 (6 7.011(€ 7.479(5 7.479 (7] 16.992 (4 18.073 (4 13.095 (2 15.314 (
IS (Net) 5 (0) 1(0 10 (O 10 (O 16 (O 10 (O 13 (0 10 (0
Total 131.5: 123.86( 136.61 136.61 447.88: 483.627 482.02:¢ 498.23:
Liabilities

Deposit 52.818 (46 55.593 (50 59.055 (48 58.561 (45168.961 (5:188.98(53) 192.381 (5:190.90446)
Derivatives 48.489 (42 41.453 (3€46.059 (38 49.827 (39| 68.827 (21 65.250 (18 79.328 (21 81.320 (2C
Other Liabilities 6.815(6 5.382(5 4.971(4 9.589 (7] 54.999 (17 65.760 (19 60.066 (16 102.316 (2!
CBRTBanks, Abroad Centers and Branches 2,529 (2 2.635(2 5.726(5 4.191(3 8.776 (3 7.905(2 9.668 (3) 12.087 (G
Other Loans 3162 (2 2918(3 3.710(: 4.529 (4] 4.345(1 6.555(2 7.030(2 7.471(c
Off-Balance Sheet Transactions 2.095(2 2218(2 2.389(2 2.645(2| 18.056 (6 19.602 (6 21.961 (€ 22.254 (£
Total 115.90 110.19 121.91 129.34. 323.96¢ 354.06: 370.43¢ 416.35
Liquidity Adequacy Ratio (%) 113, 112, 112 109, 138, 136,¢ 130, 119,

Stock Value Liquidity Ratio (SVLR ) which is calculated for monitoring and evaluating the liquidity
balance between assets and liabilities of banks realized as 16% as of June 2011 and reached
the peak point since the period it began to be calculated. The main reason of this is the fact

that effect of money policy decisions of the CBRT <concer
balance -sheet are begun to be perceived completely. Because, Cash Asset and CBRT item
among thesub -components of the ratiods account incrleased when

period by about 48% in June 2011.
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Stock Value Liquidity Ratio 3

18
TL Million June 10 Dec 10 Mar.11 June 11 %
Cash Assets and CBRT 31.204 47550 57.732 85.293 "
Banks, Abroad Centers and Branches 16.137 15.396 10.815 11.745
Receivables 27.198 22.263 24.272 31.459
TOTAL ASSETS 74539 85.210 92.818 128.497 10 o )
. Stock Value Liquidity Ratio
Deposit 574.985 633.151 659.244 684.361 . . \
Banks, Abroad Centers and Branches 31.928 40.693 42.487 49.370 6
® 5 o o @ 9 o o g o
Other Loans 52.426 62.717 68.302 75.919 S & @8 @8 9 4 g o © o
N o © o N © 6 o § 9
TOTAL LIABILITIES 659.340 736.561 770.034 809.650 < o ©o & < © o ©o

Due to the recession in securities portfolio of banks in recent periods, share of domestic debt

stock of the sector in distribution by buyers continues to decrease. Share of the banking sector
which was 62.9% in December 2009 and 59.6% in March 2011 decreased to 58.1% as of June
2011. TL 210.7 billion of the domestic debt stock which amounted to TL 362.7 billion in the
second quarter of the year is receivables of the banking sector. Share of the banking sector in
distribution of domestic debt by buyers was 39.9% and this figure is equivalent to TL 144.7 billion.

TL 59.5 billion of this amount belongs to  non - residents.

Distribution of Do mestic Debt Stock by Buyers

2011 450 60
% 2006 2007 2008 2009 2010, =" 400 Billion TL
Banking Sector 49,1 51,7 549 634 62,9 59,6 58,1 350
State B. 242 234 26 269 257 254 252 300 0
Private Banks 21,5 23,4 233 30,8 30,7 282 27,1 250
Foreign B. 29 41 49 49 55 51 5,0
Dev. Inv. B. 06 08 07 08 10 10 08 200
Non-Bankng Secto* 44 42,3 40,6 34,2 351 384 399 150 20
Natural Persons 88 59 55 29 15 17 16 100
Legal Entities 18,1 18,5 19,8 185 17,0 17,6 17,8 50
sip 35 45 5 42 41 42 41 0 0
Non-esidents 136 134 10,3 86 12,5 148 164 B g 3289 99333
CBRT 69 6 45 23 20 20 20 SRR YyZ8ggd8SY
TOTAL 100 100 100 100 100 100 100 Total Cash Non-Cash (Right Axis)

Source: Turkish Treasury

As of June 2011, Turkish Banking Sector finances almost 58% of its assets with
deposit/participation funds and this instrument contin ues to be the most important funding
resource of the system. A couple of measures were taken recently by the CBRT for extending

the maturity of liabilities and to remove maturity mismatch against the risks which may emerge

due to the fact that the average maturity of assets in banking system is longer than the
average maturity of liabilities. The required reserve ratios imposed on deposit, the biggest item
especially on liability side were differentiated by maturity structure according to the decisions

made in end -2010 and 2011. Effects of the said decisions were begun to be perceived in the
first quarter of 2011 and perceived clearly in the second quarter of the year. Because, share of
deposit with maturities longer than 3 months within total deposit which was 8.4% in December
2010 and 10.6% in March 2011 increased to 15.4% in June 2011. On the contrary, share of
deposit with maturities up to 1 month within total deposit decreased in the second quarter of

the year by 5.6 points and realized as 16.1%.

3pursuant to the Article 15/A (1) of the Regulation on Measurement and Evaluation of Liquidity Adequacy of Banks, it is provis ioned that Simple
arithmetic average of 14 -day period including the period of establishment of statutory provisions of the ratio of the sum of cash position,
effective depots, checking free accounts opened by the Central Bank, cash in transit, due securities, depots of precious meta Is, checks
purchased, checking free accounts opened by banks, overseas head of fices and branches including overnight placements, overnight
receivables from the interbank money market, statutory reserves which are to be calculated over their stock values irrespecti ve of their
respective terms to the sum of total deposits, CBRT, Banks , Headquarters and Branches Abroad Accounts and Other Loans excluding quasi

capital loans cannot be less than seven percent.

4 Non -bank sector includes all natural persons and legal entities excluding the Savings Deposit Insurance Fund.
5 SIF Securities Investment Fund
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Maturity Structure of Deposit

%

Jun.08 Sep.08 Dec.08 Mar.09 Jun.09 Sep.09 Dec.09 Mar.10 Jun.10 Sep.10 Dec.10 Mar.11 Jun.11

At 158 154 13,7 136 142 158 156 148 155 154 159 156 16,6
Up to IMonth 31,0 284 315 316 30,7 293 277 299 303 29,7 260 21,7 16,1
Between 1 to 3 Months 44,6 46,6 46,1 46,1 46,8 46,4 485 47,7 46,7 46,4 49,7 52,1 51,9
Up to 3 Months 91,4 90,4 91,2 913 916 914 919 924 925 915 916 894 846
Between 3 to6 Months 3,7 4,4 3,3 3,5 3,4 3,5 3,3 3,3 3,6 4,5 4,1 54 8,9
Between 6 to 12 Months 2,2 2,4 2,5 1,9 1,8 1,7 1,6 15 1,3 1,4 15 1,7 2,3
Over 1 Year 2,8 2,7 2,9 3,3 3,2 3,4 3,3 2,8 2,5 2,6 2,7 3,5 4,2
Total 100,0 100,0 100,0 1000 100,0 1000 1000 1000 100,0 100,0 100,0 1000 100,0

In consequence of decisions of the CBRT concerning required reserves and with the effect of
liquidity requirement of banks having increased, a significant increase was observed in funds
procured via repo in the second quar ter of 2011. In this period, repo transactions the banks
make with the CBRT increased by 145% and amounted to TL 58.7 billion. While TL 28.5 billion of
total TL 105 billion repo transactions was made with banks, TL 17.8 billion was made with other
parties. The share of repo transactions within liabilities of banking sector was 6.3% in March 2011,
this ratio increased to 9.3% in June 2011. This development confirms repo transactions reached

to a very significant level in liquidity management.

Development of Repo Transactions
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Source: BRSA, CBRT.

Overnight interest ratios in money markets which the banks use for funding their short -term
liquidity need began to fluctuate in a limited band since end -2009. In addition, interest rates in
secondary markets increased slightly in April  -June 2011. Overnight TL interest both in Settlement
and Custody Bank and in interbank market which is also known as the secondary market was

7.3% as of June 2011. It is observed that Settlement and Custody Bank has made a progress
recently in respect of transaction volume.

Interbank Markets and Settlement and Custody Bank

25 o 8 0.45
Billion TL 0.40
20 In.Bank Exchange M. 0.35
12 In.Bank TLM. 0.30
15 0 TBPP (Right Axis) 0.25
0.20
10 6 0.15
0.10
5 Interbank TL M. 3 0.05
TBPP 0 0'00
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When liquidity of the sector by m  aturities is analyzed, it is seen that a liquidity deficit arose for
foreign exchange for 3 months and 12 months maturities. The increase in deposit and repo
transactions in maturities up to 3 months as well as the increase in derivative transactions
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beari ng liability cause liquidity deficit. On the other hand, syndication dsecuritization loan
repayments condensed especially in September also lead liquidity deficit to arise in the maturity
mentioned. For Turkish Lira, liquidity surplus continue to arise on m  aturity basis.

Upon the decision it reached in July, the CBRT, for encouraging maturities of liabilities in banking

sector to extend, decreased foreign exchange required reserve ratios for long -term liabilities
and did not change the required reserve ratio for short-term liabilities which is 12%. The CBRT
which procured about USD 590 million of liquidity into the market subsequent to this decision,
decreased foreign exchange required reserve ratios for all maturities by half points in August. As

a result of this decision, the market procured liquidity by about USD 930 million. Concerning
foreign exchange liquidity, the CBRT, upon the decision reached in August, decided to provide

the market with foreign exchange liquidity, when deemed necessary, via foreign exchange
sale biddings.
Liquidity Surplus/Deficit by Maturity
50
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On the medium and long term, syndication and securitization loans, one of the factors effecting

FX liquidity of banks, contribu te liability maturity of banks to extend. As of June 2011, syndication

and securitization loans constitute 3.6% of total liabilities of banking sector and 4.1% of liabilities.

In the present situation, the amount of syndication loan the sector should pay u ntil end -2011 is
about TL 13.6 billion (USD 8.4 billion), the amount of securitization loan is TL 1.8 billion (USD 1.1
billion). Repayments in the highest amount shall realize in September, October and December.
During 2012 -2023, a total of TL 25.3 billion (USD 15.7 billion) syndication and securitization loans
shall be repaid.

Syndication and Securitization Loans Payment Schedule

EURO DOLLAR

(Million) Syndication Securitization Syndicaton Securitization TOTAL

TL $ Equivalent TL $ Equivalent TL $ TL $ TL $
July 2011 1.287 807 9 6 331 207 283 177 1.910 1.197
August 2011 709 439 39 24 192 119 287 178 1.226 760
September 2011 3.353 2.076 0 0 1.023 634 302 187 4.678 2.897
October 2011 2.505 1.567 9 6 749 469 310 194 3.573 2.235
November 2011 0 0 39 24 0 0 311 193 350 218
December 2011 2.369 1.469 0 0 1.049 649 243 151 3.662 2.269
2012-2023 9.736 6.054 2.212 1.381 2.868 1.782 10.487 6.517 25.304 15.734

Net liquidity deficitint he market which was TL 24 billion in March 31, 2011 realized as TL 59 billion

in end -June 2011 due to the fact that required reserves set aside by banks increased
significantly. As of June 30, 2011, the CBRT met the said deficit by funding the market with TL 59
billion of repo transactions.
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Liquidity in the Market
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Source: CBRT
3.1.6 Concentration Risk

As of June 2011, share of large loans which are defined as loans extended a natural person or

legal entity or a risk group at 10% or more of own -funds within total loans and own -funds
decreased when compared to end -2010. In the second quarter of 2011, ratio of loans larger
than 10% of own -funds of banks to total own -funds, despite the slight increase , decreased by
1.1 points when compared to end  -2010 and realized as 31.4%, while their ratio to total loans
decreased in end -2010 by 0.9 point and realized as 6.5%. The said decrease was derived from

the decrease in the share of loans extended at 15% and 2 5% of own -funds.

Distribution of Large Loans the Banks Extend

%) Dec.10 Mar.11 Jun.11

Ratio to Ownfunds Ratio to Loans  Ratio to Ownfunds Ratio to Loans  Ratio to Ownfunds Ratio to Loans
Larger than 10 32,5 7,4 31,0 6,8 31,4 6,5
Between 10 to 15 16,0 3,7 19,7 4,4 20,7 4,3
Between 15 to 20 13,0 3,0 10,4 2,3 10,3 2,1
Between 20 to 25 3,5 0,8 0,8 0,2 0,3 0,1
When the development of the largest 25, 50 and 100 cash and non -cash loans t he banking

sector extended within total loan amount, it is seen that the moderate decrease began in
December 2009 still continues. In this period, shares of total cash loan amount of the largest 50

and 100 cash loans continued to decrease and realized as 1 9% and 25%, respectively. Shares of
the largest 25, 50 and 100 non -cash loans within total non -cash loans amount and the share of
the largest 25 cash loan within total cash loan amount experienced no change at all.

Share of the Largest 25, 50 and 100 Loans the Banks Extend

(%) Dec.07 Dec.08 Dec.09 Mar.10 Jun.10 Sep.10 Dec.10 Mar.11 Jun.11
Share of the Largest 25 Cash Loans within Total Cash Loans 16 17 17 17 17 16 16 15 15
Share of the Largesb0 Cash Loans within Total Cash Loans 20 23 23 22 22 21 21 20 19
Share of the Largest 100 Cash Loans within Total Cash Loans 25 28 29 28 28 27 27 26 25

Share of the Largest 25 Ne@ash Loans within Total No€ash Loans 32 36 38 37 36 35 35 34 34
Shareof the Largest 50 NorRCash Loans within Total Ne@ash Loans 41 46 48 47 46 45 45 44 44
Share of the Largest 100 NeBash Loans within Total No@ash Loans 52 56 58 57 55 55 55 54 54

When loan size distribution as of the first half of 2011 is analyzed, i  tis seen that the share of loans
larger than TL 1 million within total loans maintained its decreasing trend began in December

2010 and decreased to 48.3%. In this period, share of loans less than TL 51 thousand within total

loans decreased slightly and |  oans between TL 51 thousand -TL 100 thousand, TL 101 thousand -TL
500 thousand and TL 501 thousand -TL 1 million increased stably.
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Distribution of Loans by Size and Number of Customers
Credit Total (%) Number of Customers (% Credit Amount per Customer (TL thousand

Credit Amotnt Dec.10 Mar.11 Jun.1l Dec.10 Mar.1l Jun.1l Dec.10 Mar.11 Jun.11
Larger than TL 1 million 49,7 48,7 483 0,1 0,1 0,1 7.722 7.376 7.214
Between TL 501 thousand@L 1 milbn 4,3 4,4 4,5 0,1 0,1 0,1 717 727 732
Between TL 101 thousar®lL 500 thousand 10,8 11,3 11,7 0,7 0,8 0,9 192 197 196
Between TL 51 thousandL 100 thousand 7,5 7,9 8,1 1,4 1,5 1,6 70 71 71
Less than TL 51 thousand 278 277 275 978 97,6 97,3 4 4 4
Total 100,0 100,0 100,0 100,0 100,0 100,0 13 13 14

There was no significant change in sector composition of cash loans as of the first half of 2011. It

is observed that 61.4% of total loans were extended to 10 different sectors. It can be said that

cons umer loans substituting credit card usage, depending on relative lowness in interest rates,
caused the share of credit cards within total loans to decrease continuously beginning from

2008. In addition, the fact that about 32% of total loans are constitute d of consumer loans such
as housing loans, retail loans and credit cards usage, in which the number of customers is pretty
high, is considered positive in respect of concentration risk.

Concentra tion of Loans on Sector Basis

(%) Dec.08 Dec.09 Mar.10 Jun.10 Sep.10 Dec.10 Mar.11 Jun.11
Consumer and Other Loans 10,3(2) 11,1(2) 10,3(2) 11,3(1) 11,8(1) 11,5(1) 11,9(1) 12,5(1)
Consumer Housing Loans 10,4 (1) 11,3(1) 10,4(1) 11,2(2) 11,3(2) 11,Z2) 11,3(2) 11,2(2)
Credit Cards 93(3) 95(3) 91(3) 88(3) 883) 833 80(3) 813
Wholesale Trade and Brokerage 56(@4) 57(() 5405) 58(5) 5905) 56(5) 584 584
Construction 54(5) 6,0(4) 55(4) 6,04 594) 556) 57() 5605
Agriculture 3,3(10) 3,8(6) 3,4(8) 3,6(8) 36(8) 40(7) 40(7) 4,22(6)
Monetary Institutions (Bank, Financial Leasing, Fac., Fin. Com 3,7(8) 3,6(8) 3,8(6) 39(6) 4,506) 56(4) 48(@6) 3,9(7)
Metal Main Ind. and Processed Mine Prod. Ind. 38( 36(7) 357 397 377 38@8 37(8) 3,6(8)
Retail Commerce and Personal Products 2,5(13) 3,2(9) 3,0(10) 2,9(13) 3,2(10) 3,1(10) 3,2 (10) 3,3(9)
Food, Beverage and Tobacco Ind. 3,1(11) 2,8(12) 3,1(11) 3,1(9) 3,4(9) 3,409 3,3(9) 3,2(10)

Note : Figures in parenthesis indicate the order of share of credit amount extended to that sector within total loans.

In consequence of the analysis of the distribution of deposit in respect of size and number of
customers as of June 2011, it is seen that shar e of deposit larger than TL 1 million increased
slightly; however number of depositors of the group did not increase. Besides, it is observed that

the decreasing trend observed in the distribution of deposit amount and number of customers

in deposit group less than TL 10 thousand since September 2010 continues in the period
mentioned. Deposit per depositor increased in general total by TL 0.4 thousand when
compared to end -year to TL 6.3 thousand. In this period, the aforementioned increase in
deposit per de positor was derived especially from the decrease in number of depositors in
deposits group less than TL 10 thousand and the increase in deposit amount larger than TL 1
million.

Distribution of D eposit by Size and Number of Customers

Deposit Amount per Depositor (TL

Deposit Amount Total Deposit (%) Number of Depositors (%) thousand)

Dec.10 Mar.11 Jun.11 Dec.10 Mar.11 Jun.11 Dec.10 Mar.11 Jun.11
Larger than TL 1 million 47,1 47,0 47,6 0,0 0,0 0,0 8.349,2 7.919,4 7.695,9
Between TL 250 thousand L
1 million 14,6 14,6 14,7 02 0,2 0,2 508,0 491,9 488,1
Between TL 51 thousandiL
250 thousand 206 20,9 20,6 L1 1,2 1,2 110.5 108,6 108,9
Between TL 11 thousartlL
50 thousand 12,6 12,5 12,2 3.0 31 3,2 24,6 24,3 24,5
Less than TL 10 thousand 5,1 5,0 4,6 95,7 95,5 95,4 0,3 0,3 0,3
Total 100,0 100,0 100,0 100,0 100,0 100,0 5,9 6,1 6,3

When the distribution of deposit under insurance by size and number of customers is analyzed, it

is seen that 50% of the deposit mentioned is between TL 40 thousand

-TL 50 thousand tranche as

of the first half of 2011. However, accounts of 87.6% of depositors having deposit under
insurance are less than TL 10 thousand. Amount of deposit under insurance per depositor
increased by TL 1.000 when compared to end -2010 to TL 4.4 thousand. It is understood that the
sharp increase was derived from the increase in the share of deposit amount of all groups
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between TL 10 thousand -TL 50 thousand and the decrease in the distributio n of number of
customers in insured deposit group less than TL 10 thousand.

Distribution of Deposit under Insurance by Size and Number of Customers

o - o - -
Deposit Amount Total Deposit (%)  Number of Desitors (%) Deposit Amount per Depositors (TL thousand

Dec.10 Mar.11 Jun.11 Dec.10 Mar.11 Jun.1l Dec.10 Mar.11 Jun.11
Less than TL 10 thousand 16,8 16,6 14,5 90,8 90,7 87,6 0,6 0,6 0,7
Between TL 10 thousand@L20 thousand 13,5 13,5 13,7 3,2 3,2 4,3 145 14,5 14,2
Between TL 20 thousand'L30 thousand 11,6 11,4 119 1,6 1,6 2,2 25,0 24,2 24,2
Between TL 30TL 40 thousand 9,6 9,5 10,0 0,9 1,0 1,3 34,9 34,4 34,1
Between TL 40TL 50 thousand 48,5 49,0 50,0 3,4 3,5 4,6 48,4 48,2 47,8
Total 100,0 100,0 100,0 100,0 100,0 100,0 3,4 3,5 4,4

When geographical distribution of total assets and liabilities of Turkish banking sector as of June

2011 is analyzed, it is seen that 4.08% of assets are constituted of funds transferred abroad, while
17.76% of liabilities are constituted of funds procured from abroad. Although England is the
country havin g the highest concentration by o n and off -balance sheet transactions, share of
the funds transferred to the country mentioned is only 1.06% and the sha re of the funds used is
5.04%. Share of off -balance sheet transactions made with England is 22.17%, majority of the said
transactions is constituted of derivative transactions.

Country Concentration of Assets an  d Liabilities

(%) Jun.10 Dec.10 Jun.11
On-Balance Sheet On-Balance Sheet On-Balance Sheet On-Balance  On-Balance Sheet
Countries Total Asset Total Total Asset Total Sheet Total Total Off-Balance
Liabilities Liabilities ASel | iabilies  oeet
USA 0,56 1,90 2,85 0,56 2,02 2,56 0,47 2,08 2,44
Germany 0,69 0,66 1,83 0,49 0,84 1,62 0,37 0,97 1,93
Belgium 0,13 0,61 0,61 0,03 0,58 0,57 0,03 0,47 0,14
France 0,22 0,60 3,77 0,14 0,94 3,28 0,05 1,20 3,53
Netherlands 0,51 0,95 0,52 0,52 0,98 0,47 0,50 1,24 0,69
England 1,62 4,96 20,97 1,09 3,91 18,51 1,06 5,04 22,17
Iran 0,05 0,35 0,17 0,14 0,44 0,03 0,28 0,63 0,00
Switzerland 0,08 0,73 2,06 0,07 0,86 1,52 0,04 1,18 1,79
Luxemburg 0,07 1,63 0,41 0,06 1,63 0,36 0,03 1,44 0,10
Other 1,37 3,42 1,74 1,15 3,43 1,60 1,25 3,51 1,57
Turkey 94,70 84,18 65,07 95,74 84,24 69,48 95,92 82,24 65,63
Total 100,00 100,00 100,00 100,00 100,00 100,00 100,00 100,00 100,00

Explanation: Off -Balance sheet accounts are taken from UL211AS form and, derivati ve transactions are recorded as purchase -sale in their
nominal values.

3.2 Capital Adequacy Analysis

As of June 2011, capital adequacy ratio (CAR) of the banking sector is 17.1%. CAR maintains its
strong outlook despite the moderate decrease since end -2009. The high increase trend in risk
weighted assets when compared to equity continues. While equity of the sector increased by
4% in the second quarter of the year, risk weighted assets increased by 9% and a decrease by

0.9 point was experienced in CAR decrea  se. The increase observed in risk weighted assets of
large -scale state banks affected CAR negatively. The biggest increase in risk weighted assets
was in assets having 100% risk weight by TL 54.5 billion, while the biggest increase in equity in the
period mentioned was observed in capital by reserves by TL 2.5 billion.
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Equity, Risk Weighted Assets and Capital Adequacy Ratio
Equity (TL Billion) RWA (TL Billion) CAR (%)

% Bange
(Jun.1Mar.11)

% Bange
(Jun.1Mar.11)

% Bange
Dec.10 Mar.11 Jun.11 Dec.10 Mar.11 Jun.11 Dec.10 Mar.11 Jun.11 (Jun.1Mar.11)

Sector 137,6 140,2 1458 4,0 725,6 780,0 8504 9,0 19,0 18,0 17,1 4,7
Deposit 118,0 120,0 125,0 4,1 6655 7158 7820 9,2 17,7 168 16,0 4,9
- State 29,4 30,3 31,2 2,9 173,3 184,8 203,2 9,9 17,0 16,4 15,4 6,4
-Dom.Private 68,5 70,7 74,1 4,7 376,1 416,9 4551 9,2 18,2 17,0 16,3 4,3
-Global 20,0 19,0 19,7 3,9 116,0 114,0 123,7 8,5 17,3 16,6 15,9 -3,9
DIB 14,2 14,6 15,1 3,3 242 25,9 27,7 7,1 58,6 56,5 54,4 16,9
Participation 54 5,6 5,8 3,1 358 382 407 6,5 15,1 14,6 14,2 2,7
Large Scale 91,6 926 96,7 4,4 511,1 550,0 6014 9,3 179 168 16,1 4,3
Medium Scale 23,5 24,4 25,3 3,6 150,3 161,4 175,0 8,4 15,6 15,1 14,4 4,3
Small Scale 22,4 232 239 2,9 64,2 68,8 74,0 7,6 350 337 32,2 4,3
Explanation: Equity amount is taken from SY440 form and differs from balance -sheet equity .

When it is analyzed by function groups, it is seen that CAR of deposit, participation and
dev elopment -investment bank groups decreased by 0.8, 0.4 and 2.1 points, respectively, in
June 2011.

Equity, Risk Weighted Assets Index

1000 500
goo  (2002=100) Million TL . .
RWA Equity 000 Assets Risk Weighted Assets
600
400 500
200
0 0
N ™ [Te} ~ o -
§838853338g333852285y  $8g8858338233838954
ﬁﬁﬁggﬁgggﬁgggggggﬁgg A0 da9a9383839383834888 -0
CAR which experienced a moderate decreasing t rend, excluding the increase by 0.1 point in

the third quarter of 2010, depending on the increase in growth and risk preferences beginning
from end -2009 maintained this trend also in the second quarter of 2011. According to the
evaluation on asset size of the sector and risk weighted assets, it is seen that risk weighted assets
increase ratio was below assets increase ratio since the second quarter of 2008, while risk
weighted assets increased higher than assets, due to the effect of the changes in risk
pre ferences after the first quarter of 2010. In the second quarter of 2011, increase rate of risk
weighted assets and assets realized as 9% and 9.5%, respectively and returned to the structure
before 2010.

In the second quarter of 2011, tier -l of banking sect or increased by TL 4.6 billion. The biggest
increase within tier -l items was in capital reserves by TL 2.5 billion. Share of tier -l within equity
realized as 90.7% as of June 2011. Weight of tier -1 within equity indicates to the high capital
quality of Tur kish banking sector.

Equity Main Components

. b K
(TL Million) 2008 2009 Mar10 Juni0 Sep.10 Deci0 Maril Junil Sorae€Min1g
Equity
Mar.11)
Tierl 88.619 104.139 109.097 113.056 117.597 12.625 127.652 132.276 90,7 3,6
-Paidup Capital 39.406 42.542 44.459 46.298 46.653 47.931 48.558 49.490 33,9 1,9
- Paidup Capital Inflation Difference 7.263  7.057 6.693 6.634 6.640 6.640 7.309 7.259 5,0 0,7
-Share Premiums 3.333 3.174 3.134 3.169 3.169 3.170 3.170 3.170 2,2 0,0
-Capital Reserves 39.911 49.228 56.206 62.431 62.376 62.023 76.841 79.296 54,4 3,2
-Net Period Profit and Profits of Previous Year 13.718 20.568 17.222 13.159 17.490 22.752 9.245 10.522 7,2 13,8
-Losscannot be Covered by Capital Reserves -18.023 -17.992 -17.942 -17.945 -17.864 -17.867 -17.822 -17.822 -12,2 0,0
Tierll 8.560 12.201 12.763 12.321 13.634 14.493 13.849 14.567 10,0 5,2
-General provisions 3.641 4.083 4.310 4.584 4.665 5.060 5.902 6.789 4,7 15,0
-Secondary subordinated debts 5493 5.538 5.523  5.460 5.339 5.182 5.115 5.289 3,6 3,4
-45% of value increase funds relating to securi
available for sale and subsidiaries and affiliates 692 2461 2.798 2111 3420 4022 2644 2.301 16 13,0
Values Decreased from Capital 4.452 -1.300 -1.343 -1.392 -1.346 553 -1.252  -1.010 0,7 -19,3
Equity 92.727 115.040 120.517 123.984 129.885 137.564 140.249 145.833 100,0 4,0
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84.7% of risk weighted assets is constituted of amount subject to ¢ redit risk. 86% of amount
subject to credit risk total is constituted of assets having 100% risk weight. In parallel with credit
expansion, the biggest increase within items of banking book s in the second quarter of the year
was in assets having 100% risk weight by TL 54.5 billion. TL 38.2 billion of this increase is derived
from assets having 100% risk weight, while TL 10.5 hillion was derived from non -cash loans and
commitments. In parallel with the increase in housing loans, assets having 50% risk weight by TL
6.3 hillion. The increase experienced in assets having 0% risk weight in the period mentioned is TL

37.7 billion. Depending on the fact that risk weight of consumer loans longer than 2 years
excluding housing and vehicle loans was increased to 200% upon a regulation made in June

18, 2011, assets having 200% risk weight increased by 402%.

Risk Weighted Assets and Amount Subject to Risk

Jun.11 %

illi Weighted Change

(TL Million) 2008 Dec.09 Mar.10 Jun.10 Sep.10 Dec.10 Mar.11 Amount  Amount  Jun.1d

Mar.11
- Assets having 0% Risk Weight 228.731 262.657 251.271 261.134 246.219 264.778 275.581 313.324 0 13,7
- Assets having 10% Risk Weight 0 0 0 0 0 0 0 0 0 0,0

- Assets having 20% Risk Weig 48.257 51.460 51.711 49.248 51.603 55.585 52.550 55.150 11.030 4,9
- Assets having 50% Risk Weight ~ 94.785 99.039 105.458 113.131 117.472 129.169 137.155 150.401 75.201 9,7
- Assets having 100% Risk Weight 375.908 402.532 424.448 461.338 482.725 526.55 566.321 620.837 620.837 9,6
- Assets having 150% Risk Weight  1.747 2.228 2.104  2.464 2.683  2.942 3.023 4.254 6.381 40,7
Assets having 200% Risk Weight 173 392 431 426 513 636 659 3.307 6.613 401,8

Amount Subject to Credit Risk 435.919 466.470 491.538 532.300 556.832 607.912 651.261 720.062 10,6
Amount Subject to Market Risk 19.947 24.939 27.591 28.494 29.669 32.694 34.753 36.304 4,5
Amount Subject to Operational Risk 59.681 70.569 84.975 84.975 84.975 84.975 93.991 94.027 0,0
Total REk Weighted Assets 516.547 561.979 605.103 645.769 671.475 725.581 780.005 850.392 9,0
*Amount subject to operational risk is taken from SY430 form and differs from the value calculated according to main indicato r approach.

Capital requirement refers to  the minimum capital amount that should be held due to the risks
exposed and is calculated by taking risk -based amounts as basis. As of June 2011, 84.7% of
capital requirement of banking sector is constituted of credit risk, 11.1% of operational risk and
4.3% is constituted of market risk. Free equity amount which is calculated by decreasing capital
requirement from equity total experienced no significant change since March. However, when
compared to end -2010, free equity amount decreased by TL 1.7 bilion  depending on the
relatively high increase experienced in risk weighted assets and hence capital requirement and
realized as TL 77.8 billion.

Distribution of Legal Capital Requirement

June 2011 Deposit DIB Participation B. Total
TL Million % Share TL Mil. % Share TL Mil. % Share TL Mil. % Share

Credit Risk CapitaRequirement 52.880 84,5 1.860 83,8 2.864 88,0 57.605 84,7
Market Risk CapitaRequirement 2.773 4,4 107 4,8 25 0,8 2.904 43
Operational Risk CapitaRequirement 6,905 11,0 251 11,3 365 11,2 7.522 11,1
Total CapRequirement 62.558 100,0 2.219 100,0 3.254 100,0 68.031  100,0
FreeEquity 62.421 12.859 2.522 77.802

March 2011
Credit Risk CapitaRequirement 47.713 83,3 1.717 82,9 2.672 87,3 52.101 83,5
Market Risk CapitaRequirement 2.654 4,6 103 5,0 24 0,8 2.780 4,5
Operational Risk CapitdRequirement 6.903 12,1 251 12,1 365 11,9 7.519 12,1
Total CapitaRequirement 57.269 100,0 2.071 100,0 3.061 100,0 62.400 1000
FreeEquity 62.751 12.556 2.542 77.849

When the probable effects of rate of exchange and interest changes to CAR are stable, the

increase that shall arise in USD rate of exchange shall cause a decrease amounting to 0.37

points in CAR. An increase that may occur amounting to 10% in EUR rate of exchange shall
cause a decrease amounting to 0.27 points in CAR. On the contrary, an upside change by 1
point that shall occur in rate of interest shall decrease CAR by 0.57 points; and a downside
change shall increase CAR by 0.6 points.
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Effect of Possible Chnages in Rate of Exchange on CAR

(June 2011) (%)Change in FX raf&/SD) (%) Change in FX rafEuro) Change TL interest Rates (Point)

-10 1 5 10 -10 1 5 10 2 -1 +1 +2
Estimated RWI Change (%) -1,29 0,13 0,64 1,29 0,71 007 036 0,71 0,85 0,42 0,41 0,81
EstimatedEquity Chan. (%) -1,13 011 0,03 -1,00 100 0,10 050 -0,99 8,20 4,04 3,92 7,73

Estimated CAR Change (point) 0,03 0,00 -0,10 0,37 029 0,02 014 -0.27 1,20 0,60 0,57 -1,14

Capital Adequacy Ratios for Selected Countries

When the development of ratios of Capital Adequacies is analyzed o  n countries basis, it can be
seen that CAR of Greece, Portugal and Norway got close to 8% which is the international threshold
value within the scope of Basel standards, in 2008 where the effects of global crisis were
experienced deeply, and that developed economies such as France, Italy and Sweden have

maint ained their relatively low CAR levels. There was not any dramatic change in CAR of the other
countries. There was a partial recovery in all countries ratios as of 2009. In this period, CAR of Turkish
banking sector has progressed quite over threshold of 8% and it has shown an increase amounting
to 2.6 points in 2009 following a limited decrease amounting to 0.9 in 2008. In spite of the partial
decrease in CAR of our countryd®6s banking sector r
and it is in between the countries having the highest values among selected countries. Since the
ratio of Tier -1 capital to risk weighted assets is an indicator relating to capital quality, the said ratio
indicat es the high quality of Turkish banking sector capital s tructure.

2005 2006 2007 2008 2009 2010 = 2005 2006 2007 2008 2009 2010

Capital Adequacy Ratios Tier 1 Capital/RWA
Developed Economies
Australia 10.2 10.3 10.1 11.3 11.9 11.4 7.5 7.3 7.1 8.5 9.3 9.6
Austria 11.8 13.2 12.7 12.9 5.0 17.4 9.0 8.8 9.3 111 131
Belgium 11.5 11.6 11.3 16.4 17.3 19.3 8.4 12.0 115 13.2 515
Canada 12.9 12.5 12.1 12.2 14.7 15.6 9.8 121 131
Denmark 11.5 - 10.6 12.4 16.1 16.0 10.1 - 8.4 9.4 13.5 13.9
Finland 17.2 15.1 15.1 13.6 14.6 14.4 13.5 12.5 13.8 13.6
France 11.3 10.9 10.2 10.5 12.4 - 8.5 10.2 -
Germany 12.2 125 12.9 13.6 14.8 16.1 8.0 8.2 9.6 108 118
Greece 13.2 12.2 11.2 10.0 11.7 12.3 8.6 11.1 113
Ireland 12.7 12.0 11.8 12.1 12.8 14.5 9.4 9.7 9.0 9.3 9.8 11.6
Italy 10.0 10.1 10.1 10.4 11.7 12.0* 7.2 7.1 7.1 6.9 8.3 8.6*
Japan 12.2 13.1 12.3 12.4 12.4 13.8 9.1 10.7
Korea 13.0 12.8 12.3 12.3 14.4 14.3 8.8 10.9 11.3
Luxembourg 15.5 15.3 14.3 15.4 19.2 17.4 13.0 16.7 149
Malta 17.1 15.0 14.7 14.6 15.9 15.3 15.6 13.5 12.7 12.5 13.0 12.3
Netherlands 12.6 11.9 13.2 11.9 14.9 13.7* 9.6 12.4 11.8*
Norway 11.9 11.2 11.7 10.1 12.8 14.2 7.5 10.3 11.8
Portugal 12.5 11.8 10.4 9.4 10.5 10.3 8.3 8.7 7.0 6.6 7.9 8.3
Singapore 15.8 15.4 13.5 14.7 17.3 18.6 115 141 155
Spain 12.0 11.9 11.4 11.3 12.2 12.0 8.1 7.6 7.9 8.4 9.7 10.2
Sweden 10.1 10.0 10.1 10.2 12.7 - 7.1 7.3 7.7 10.6 -
Switzerland 12.4 13.4 12.1 15.0 17.9 17.0 12.5 152 15.6
Endand 12.8 12.9 12.6 12.9 14.8 15.0* 9.6 11.6 12.4*
USA 12.9 13.0 12.8 12.8 13.9 14.8 11.5 125

Emerging Economies
Central and Eastern Europe

Hungary 12.4 13.9 14.1 10.3 11.6 11.6
Poland 14.5 13.2 12.0 11.2 13.3 - 10.7 11.1 --
Turkey 23.7 22.2 18.9 18.0 20.6 19.0 17.2 18.6 17.0
Asia

China 2.5 4.9 8.4 12.0 11.4 12.2 11.2 12.9 10.1
India 12.8 12.3 12.3 13.0 13.2 15.2 9.1 9.2 10.3
Latin America

Argentine 15.9 16.9 16.9 16.9 18.8 17.7 14.1 14.1 14.6 14.2 14.5 13.1
Brazil 17.9 18.9 18.7 18.2 18.9 17.6 14.7 14.8 14.1 14.4 151 135
Other

Russia 16.0 14.9 15.5 16.8 20.9 18.1 11.6 14.7 13.2

(*) June 2 010, (**) September 2010 data

Source: CAR IMF Global Financial Stability Report, October 2010, IMF FSI data base,

NOTE: Due to differentiations on accounting, tax and supervision regimes of the countries, these must be interpreted prudent| y while making
comparisons.
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3.3  Profitability Analysis

Period net profit of banking sector realized as TL 10.3 hillion by decreasing TL 1.8 billion in June
2011 as to the same period of the previous year. The decrease occurred in net interest incomes

was determinative in  the decrease in profitability. As a matter of fact, although interests from
loans increased by TL 3 hillion in the same period, interest incomes increased by TL 1.4 billion
and interest expenses increased by TL 3.4 billion in the period mentioned due to t he decreased
in interests from securities and interests from banks and money market transactions, causing net
interests incomes to decreased by TL 2 billion. By the effect of the increase by TL 1.4 billion in
non interest incomes and an increase by TL 2.6 billion in non -interest expenses in the same
period, the balance of non interest income/expense has concluded in favor of non interest
expenses. The highest increase in non interest incomes was in banking services incomes by TL 1
billion. The sector which made profit by TL 1.4 billion from capital market transaction has made

loss by TL 1 billion. The highest increase in non -interest expenses was in personnel expenses and
general provisions. The increase in general provisions derived from the increase of ge neral
reserve ratios for consumer loans and non -cash loans having the qualities stated in the
regulation by the amendments made in May, 28, 2011 and June 18, 2011 in the Regulation
concerned.

With the effect of the increase amounting to 36.4% occurred i n loan volume in the last 12
months, there was an increase amounting to TL 3.1 billion in interest incomes from loans in June
2010-June 2011. The increase ratio in deposit volume remained by 16.8% in the same period and
there was an increase in the level o f TL 2 billion in interest expenses to deposit. With the effect of
the said state, loan interest income  -deposit interest expense margin has continued to increase

in the second quarter of the year. Interest income -expense margin calculated on annualized
amo unts of loan interest incomes and deposit interest expenses, had a decreasing trend as of

the first quarter of 2010 to the beginning of 2011, and it entered to an increasing trend as of
2011. The said amount was TL 16.9 billion as of June 2011.

Interest Income Margin and Operational Income Margin
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Note: Change indexes were gained by collecting amounts belonging to previous 12 months for each period.

The value of operational in come margin, which is equal to difference of non interest incomes

and non -interest expenses, calculated as to annualized amounts regressed to TL 7.3 billion in
June 2011 with the effect of relatively high increase in non -interest incomes. 92.1% of banking
sector net period profit belons to deposit banks, 3.5% belongs to participation banks and 4.4%
thereof was belonging to development and investment banks in June 2011. While the net profits

of deposit banks and participation banks decreased by TL 1.9 billio n and TL 23 million
respectively as to the same period of the previous year, net profit of development and
investment banks increased by TL 25 million by the effect of the increasing trend in net interest
incomes. Net profit share incomes of the participat ion banks increased but the deformation in
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favor of non -interest expenses in the balance of non -interest income expense affected
profitability negatively in the period mentioned. Net interest incomes of deposit banks
decreased by the effect of the decrease in interest received from securities and financial
markets.

Income -Expense Items by Function Groups

- Deposit Participation DIB Total
(December 2010) (TL Million) Juni0 Junil  Juni0 Junil Juni0 Junil Juni0  Junil
Interests from Loans 21.249 24.051 1.392 1.553 376 472 23.017 26.075
Interests from Financial Markets 884 560 34 11 198 195 1.116 766
Interests from Securities 13.437 11.933 75 81 175 176 13.686 12.190
Interest Incomes 36.356  37.314 1.573 1.687 765 1.063  38.693 40.065
Interests to Deposit 14.283  16.227 820 832 0 0 15.103 17.059
Interests paid to Financial Markets 3.073 4.058 16 44 125 148 3.215 4.251
Interest Expenses 17.552 20.721 836 876 144 380 18.532 21.977
Net Interest Incomes 18.804  16.593 736 811 621 683 20.162 18.088
Special Provisions 2.804 1.704 158 184 30 7 2.992 1.894
Feesand Commissions from Loans 1.300 1.459 279 307 57 58 1.636 1.824
Banking Service Incomes 5.183 6.126 140 172 39 123 5.362 6.420
Non interest Incomes 11.131 12.523 616 643 211 292 11.957 13.455
Operation Expenses 5.984 6.639 393 457 173 202 6.550 7.298
Provision for Securities Impairment 67 137 0 0 3 2 71 139
Subsidiaries, affiliates, jointly controlled partnerships
value decrease provision 16 1 10 0 4 0 30 1
Non-Interest Expenses 13.409 15.735 802 929 312 441 14.523 17.105
Capital Market Transaction Profit/Loss -1.595 1.334 73 91 5 -28 -1.516 1.397
FX Profit/Loss 1.867 -1.102 18 20 17 56 1.902 -1.025
Other Norrinterest Incomes 274 196 92 111 22 28 388 336
Period Profit 13.996 11.874 484 451 512 556 14.992 12.879
Period Net Profit 11.352  9.497 381 358 436 461 12.169 10.314
Interests from financial markets: Interests from banks +Interests from Money Markets +Int erests from reverse repo transactions
Interests paid to financial Markets: Repo Interest Expenses + Interest Expenses Paid to Banks + Money Market Transactions Int erest Expenses

Operation Expenses: Personnel Expenses+ expenses for provisions for terminat ion indemnities + Other Operation expenses + Amortization
Expenses

There was a profit by TL 1.4 billion from capital market transactions in the second quarter of
2011. While the sector made profit by TL 531 million from trading derivative transactions in  this
period , it made loss by TL 15 million from derivative transactions for  hedging risk Total of TL 515
million was profited from derivative transactions. | t has made profit by TL 1.4 billion from trading
securities transactions in the same period. Secto  r began to profit from derivative transactions as

of the first quarter of 2011 , causing capital market transactions  to profit.

Profit/Loss from Derivative Financial Instruments

1500 — (TL Million) 2009 2010 Mar.11 Jun.1l
1000 ‘Nl'"'on M 236 From Forward Exchange Transactions 742 579 213 428
500 il_ls ‘92 From Forward Interest Contracts 22 4 -3
0 466, Transactions -1
500 ‘69 From Sw_ap Money Purchase and Sale -862 -1.745 148
1000 . 1,367 Transactions 124
I From Swap Interest Purchase and Sale -1.191 -1.572 -130
1500 Transactions 309
-2000 1435800 From Credit Default Swap Purchase 4 -7 -3
2500 $ ] . ,‘ and Sale Transactions 7
-3000 - From Futures Money Purchase and Sa -4 6 1
-3500 T 1%'2'911 Transactions 0
Egggd s g 8 g = 2 g From Futures Interest Purchase and 4 9 3
S g g S8 8835 8 8 8 Sale Transactions 1
P/L on Tradable Derivative:mmmmmm P/L on Hedging Derivatives From Money Purchase and Sale 181 233 -7
P/L on Derivatives Options 114
From Interest Purchase and Sale 28 15 6
Options 8

Total P/L from protection from risk and marketable derivatives.
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The stable structure seen in the composition of interest incomes by loan types continued in the

second quarter of the year. Interest incomes from consumer loans constittutes the biggest part
of the loan interest incomes by 31.5%. The increase in consume r loans interest incomes was TL
4.2 hillion in the second quarter of the year. While the interest incomes from installment
commercial loans increased by TL 1.6 billion, interest incomes from credit cards increase d by TL
1.1 billion in the same period.

Interest Incomes by Credit Types

2009 06.2010 2010 03.2011 06.2011
(June 2011) TL Mil.  Share TL Mil. Share% TL Mil. Share% TLMil Share% TL Mil Share%
%
Interest Incomes from Consumer Laes 14399 27,4 7.248 315 14967 31,5 3960 31,8 8.207 315
Interest Inc. from Installment Commercial Loan 6.406 12,2 2.749 11,9 5.530 11,6 1.468 11,8 3.076 11,8
Interest Incomes from credit Cards 6.102 11,6 2414 105 4.840 10,2 1.084 8,7 2.163 8,3
Interest Incomes from Directed Loans 3.203 6,1 1.328 5,8 2.757 5,8 742 6,0 1.566 6,0
Interest Incomes from Export Loans 2.643 5,0 808 3,5 1.655 3,5 455 3,7 965 3,7
Interest Incomes from Credit Deposit 2.603 5,0 1.168 51 2.372 5,0 594 4,8 1242 48
Interest Incomes from Loans to Financial Sectc 630 1,2 307 1,3 715 15 188 1,5 384 15
Interest Incomes from NPL 803 1,5 561 2,4 1.155 2,4 342 2,7 626 2,4
Interest Incomes From Loans 52.478 100,0 7.248 31,5 47.498 100,0 12.439 100,0 26.075 100,0

When the distribution of income items in total income is analyzed, it is seen that the share of
interest incomes from loans in total incomes has reached 48.3% from 46.8% in the second
quarter of the year. The income composition of the sector is showing a chang e in favor of loan
interest incomes. In addition, the share of interest incomes received from securities in total
incomes regressed to 22.6% from 26.8% as to June 2010, due to decrease in interest rates and

the fact that there was no significant increase in securities portfolio in the last 12 months period,
on the contrary to loan volume. However, the positive effect of banking service incomes on
profitability which are comprised predominantly of money order commissions, insurance
commissions, expertise fees and credit card fees and commissions is continuing and the share
thereof in total incomes reached to 11.9% from 11.4% in the second quarter of the year.

Shares of Income/Expense Items in T otal Income/Expenses
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ROA and ROE of banking sector realized as 2% and 15.4% by decreasing 0.6 and 3.7
respectively as to the same period of the previous year in the second quarter of 2011.

ROA and ROE Income Ratios

ROA (%) ROE (%)
2008 2009 Jun.l0 Dec.2010 Mar.il June.ll 2008 2009 June.l0 Dec.2010 Mar.ll June.ll

Sector 2,0 2,6 2,6 2,5 2.2 2,0 168 20,2 19,1 18,1 16,7 154
Deposit 1,9 2,6 2,6 2,5 2,1 18 17,5 220 208 19,7 16,7 15,2
Participation 2,8 2,4 2,2 2,0 18 17 216 17,3 16,5 15,5 14,4 13,6
DIB 45 4,0 3,2 3,0 2,9 2,8 9,4 8,5 6,8 6,3 6,3 6,2
Large Scale 2,2 2,7 2,8 2,6 2,1 18 193 246 241 21,9 17,3 15,7
Medium scale 1,4 1,9 1,6 1,9 1,4 1,4 102 14,3 118 14,5 10,5 11,0
Small Scale 2,4 3,0 2,5 2,2 2,2 14 9,9 9,3 77 75 9,2 6,2
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The ratio of total incomes to average assets in banking sector regressed to 5.3% by decreasing

0.9 points in June 2011 as to the same period of the previous year, by the effect of negative
directional changes occurred both in net interest incomes and in balance of non interest
income/( expense. The average asset size of the sector increased by 21.7% and total incomes
increased by 5.5% in the period mentioned. The ratio of total i ncomes to average liabilities
regressed to 4 .3% by decreasing 0.4 points as to June 2010.

Profitability Ratios

(%) 2003 2004 2005 2006 2007 2008 2009 June.10 Dec.10 Mar.ll June.1l

Profitability Ratios

Total Incomes Average Asset 22,9 17,2 15,9 155 16,4 159 138 6,2 11,3 2,8 53
Total Expenses/Average Liability 20,4 14,9 14,2 130 137 125 11.2 4,7 8,8 2,2 4,3
Net Interest Margin* 51 6,4 5,4 47 49 4.8 54 24 43 1,0 18
Interest Incomes /Interest Expenses 140,8 177,6 176,33 160,9 1580 156,5 196,1 208,8 199,9 190,0 1823
Interest Incomes /Interest Yield Assets 197 16,2 126 129 140 139 119 49 8.9 2,2 4,2
Interest Expenses/Interest Yield Liabilities 14,2 9,6 74 8,4 9,5 9,3 6,6 2,6 4,9 1,23 2,4
Spread** 55 6,7 51 46 45 46 53 2,4 4,0 0,9 1,8
Non-interest Incomes/Non Interest Expenses 80,0 43,1 536 639 674 662 640 712 679 737 701
Activity Ratio*** 54,3 58,0 629 530 512 546 443 447 480 517 53,5
Interest Paid to Deposit /Average Deposit 166 11,0 9,5 100 108 110 74 2,9 57 1,4 2,8
Interest Income From Loans /Average Loans 199 189 16,7 151 161 158 14,4 59 10,7 2,6 5,0
Fees and Commission Income from Loans /Ave.Loai 1,6 13 1,0 08 07 0.8 0.9 04 07 0,2 0,3
Interest Income From securitieg{verage SP 245 181 14,0 140 148 153 123 53 9,5 2,2 4,4
Number of Profiting Banks/Total number of Baks 39/50 40/48  45/51 41/50 46/50 44/49 46/49 44/49  46/49 41/48  45/48
Assets ofProfiting Banls/Total Assets 97,6 91,7 939 993 997 998 998 996 99,6 98,9 99,8

*Net interest margin: Net Interest Incomes/Average Total Assets

**Spread: (Interest Incomes/Interest Yield assets) -(Interest expenses/Interest Yield Liabilities)

*** Act ivity Ratio: Non Interest Expenses/(Net interest incomes +non  -interest expenses)

While the fact that interest incomes increased by 3.5% in June 2011 as to the same period of the
previous year, and that interest expenses increased by 18.6% which is quite ov er this ratio, has
caused interest incomes to interest expenses ratio to regress to 182.3% from 208.8%.

Net interest margin displaying the net interest income creating degree of the assets of the
sector regressed to 1.8% level by decreasing 0.63 point whe n compared to June 2010. While the
interest income creating capacity of interest yield assets was 4.2%, the ratio of interest expenses

to interest cost liabilities was 2.4% in June 2011. Spread, indicating the difference between
interest income margin and  interest expense smargin regressed to 1.8% as to the same period of
the previous year, decreasing by 0.6 points.

By the effect of relatively high increase occurred in average loans , the decrease in the ratio of
interests from loans to average loans is hig her than the decrease in the ratio of interests from
deposit to average deposit in the last 12 months . Due to the fact of relatively high increase
occurred in non -interest expenses, there was a decrease observed in the balance of non -
interest incomes/ non -interest expenses. The ratio of non -interest incomes to non -interest
expenses was 70.1% in June 2011.

The number of profiting banks improved relatively from the state seen in  the first quarter of 2011
in the number of banks made profit. As a matter of fact while 41 of 48 banks profit ed in March
2011, this number increased to 45 in June 2011. The ratio of the asset total of the number of
profiting banks to the assets of the sector was 99.8%.

3.4  Scenario Analysis

Within the scope of econometric model used comp rise scenarios, scenarios foreseeing model
based changes of various stress factors, by assuming four different development s were
produced . In the said scenario, basic values of TL interest rate, USD interest rate, EUR interest
rate, FRand CAR were consid ered as base values as 7.02%, 2.09%, 2.14%, 2.92%, and 16.42%
respectivel y. B & sdatal veese excluded irethe edalaatidns. The expected values

of risk factors as to developments foreseen are included hereunder.
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It is predicted in the scenario  of 4 points increase in TL interests that cash loan loss ratio shall be
0.52% and the ratio of TL EUR and USD interest ratios shall be 11.02%, 2.27%, 2.33% respectively.
Besides, there shall be an increase by 10.60% in stock prices, a decrease by 14.35% in USD
exchange rate and anincrease by 3.27% in EURexchange rate, monthly.

It is predicted that the increase scenario amounting to 20% in Euro, shall cause a decrease in TL,
USD and EUR interest rates. Within the scope of the same scenario, stock prices shall show an
increase by 23.57% monthly and inter -ma turities deposit transition rate shall be 3.04%.

In the decrease scenario by 20% observed in ISE 100 index, it is predicted that TL,EUR and USD
interest rates shall be 6.94%, 2.31% and 2.19% respectively. Besides, an increase is expected by
4.08% in USDand 2.97% in EURexchange rates. It is expected that the scenario of increasing
20% of USD shall cause a decrease in TL, USD and EUR interest rates. It is expected that stock
prices shall show an increase by 3.64% monthly and inter -maturities deposit tran sition ratio shall
be 2.90% and that there shall be an increase by 9.41% in EURexchange rate.

Scenarios and Scenario Analysis Findings

Cash TL UsD EURInte
Scenarios and Stress Factors calculated asa  Loan USD FX EURFX Interest Interest rest Deposit
result of Scenario results Loss Change of change change( Rate? Rate? Rate®  Gradatio
(-%Monthly effects) Ratict  Stock Prices (%) %) (puan) (puan) (puan)  n Rate®
Increasein Euro/TLFX Rate b20% 0,00 23,57 -10,49 20,00 3,66 1,60 1,74 3,04
Increasein USD/TLEXRate by 20% 0,00 3,64 20,00 9,41 4,40 1,60 1,91 2,90
Increase in T rate by4 points 0,52 10,60 -14,35 3,27 11,02 2,27 2,33 3,11

0,00 -20,00 4,08 2,97 6,94 231 2,19 2,87

Decrease in Indexy 20%

1indicating the percentage of the ratio of loan to losswith in the current performing loan portfolio

2ndicating the changes on ISE 100 index .

3 Indicating CRBTovernight borrowing interest rate.

4 FX interest rates are calculated by ta  king LIBORas a basis.

5 Indicating the ratio of transferring to maturity tranche less than 1 month by drawing the deposit which was on maturity tranche more than 1
month.

When the effect of the scenarios developed on profitability upon banking sector po rtfolio
values in December 2010 is analyzed , it is foreseen that the loss to be realized as a result of the
scenario of 4 points of increase in TL interest shall be around TL 29 billion. In other scenarios, it is
observed that profit was  made derived mainl y from TL interest chnages

Scenario Test Results Profit 8 Loss

Received
from
exchnage FromTL From USD From EUR Estimated Securities
Scenario Results Profitoss (TL Million) rates. From loans interest Interests interests Tot. P/L P/L
Increase in EUR/Téxchange rates by20% -4.403,7 0,0 22.257,9 773,7 242,2 18.870,0  6.890,8
Increase in USD/Texchange rates by20% -1104,5 0,0 17.137,4 773,6 138,8 16.945,3 5.371,0
Increase in TL interestby 4 points -2697,0 -2.658,6 23.491,2 -280,6 -113,7 29.241,2 -7.022,0
-966,6 0,0 501,5 -342,7 -30,0 -837,8 -28,8

Decrease in Indexoy 20%

In parallel with estimated p rofit/loss information, it is estimated that the increase scenario

amounting to 4 points in TL interests shall decrease CAR to 13.43%. In other scenarios, the

estimated CAR shall increase. The scenario analysis resul
strong capital structure remains and the risks exposed as a result of positions taken a re at

manageable level.

Scenario Test Results § Capital Adequacy
Estimated P/L FX change

Scenario Results Capital Adequacy (TL Million) effecting RWA amount affecting (%)Estimated CA
Estimated Own f.  (Except FX) RWA Estimated RWA
Increase in Euro/Texchange rates by20% 156.780,1 23.273,7 617,1 855.114,6 18,33
Increase in USD/TL exchangates by20% 154.859,7 18.049,8 27.235,0 878.416,4 17,63
Increase in TL interestby 4 points 108.668,9 -26.544,2 -13.552,0 809.221,7 13,43
137.076,6 128,8 6.183,6 845.938,9 16,20

Decrease in Indey 20%
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