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BRSA

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 holding
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 Financial Markets Report is comprised of three sections. The
First section of the Report includes the evaluations concerning
international and national economical developments, the second section
includes analysis of the performances, on group and sector basis, of
banks and leasing, factoring and consumer finance companies, and the
last section includes assessment of the risk level, profitability and capital
adequacy of banking sector.

In this Report, data relating to banks, unless otherwise specified, cover
domestic and also foreign branch offices of the banks and are presented
by consolidating thereof.

The BRSA declines any liability on account of tables and charts published
in the Financial Markets Report.

Periodic information included in any issue of Financial Markets Report
may be changed as a result of updating due to various reasons in the
following issues.

Information and evaluations concerning Participation Banks in this issue
of the report, unless otherwise specified, are included in sections relating
to Banking Sector.

The Report was prepared dependent on data received by the date of
December 13, 2007. The updates following the mentioned date are
outside the scope of the Report.
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GENERAL EVALUATION

Following the developments occurred in financial markets depending on the
macroeconomic policies applied within the period of 2006-2007, the world
economies have entered to a new conjuncture. In this new structure, the high
levels of supply-based energy and commodity prices and inflationist pressure
which were considered as risk factors within previous periods are now considered
as secondary factors. However, the fact that NPLs are composed in mortgage
market receivables and that some loan risks have transformed to losses caused
the risks which were considered as potentials formerly to realize now. Especially
the losses formed in the financial institutions of developed market economies,
sustained their effects by spreading between country and financial institutions.
Also the slowdown of demand and stagnation which were not considered as risk
factor previously in developed markets, have gained importance within the new
conjuncture. Because of the signals of slowdown which increase especially in the
USA economy, the economic environments have started to mention the
possibility of recession in the economy.

Within the second part of 2006; it is expected that the growing tendency which
had slowdown because of the slowdown of US economy, the stress in financial
markets, the increase of entry prices, the recessive monetary policies applied,
would continue relatively in 2007 and 2008, even if it had get loosen. It is
predicted that the world economy which grew more than 5% within the second
part of 2007 would grow by 5.2% within the whole of 2007 and by 4.8% within
2008.

The early elections realized within the third quarter of 2007 in Turkey were the
fundamental determiner of the developments in Turkish economy. In fact, after
the elections the consumer demand which was relatively slowed down as of the
second part of 2006 and growing speed of which had turned into negative within
the second part of 2007 restarted to increase. Especially the increase occurred in
private sector durable and semi-durable consuming goods, was determiner in this
increase. When the sectoral added values are analyzed, it is seen that the
recession in agricultural production affected the national income results in the
third quarter of year. Within the framework of these developments, in January-
September period, the cumulative GDP growth was realized as 3.8%. The fact
that domestic demand has entered to an increasing tendency and that foreign
demand remained vivid, show a positive appearance for growth within the next
period.

The new international financial environment, formed as of the second part of
2006, as a result of corruption in global risk perceptions and relative recession in
international liquidity, effects especially the domestic interest, price and exchange
rate levels. When the price evaluations as of November 2007 are analyzed, it is
seen that CPI inflation expectations and realizations were above the year-end
target. Furthermore, the price increasing speed of 12 months which tended to
reduce since March, regained a relative acceleration after July 2007.

Another factor affecting negatively the price expectations is the market perception
evolving that detention risk has increased in finance policy. In fact, the budget
performance and the elections within the first part of year have strengthened
these expectations. However, with the additional measures taken in post-
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electoral public finance implementations, the protection of the public finance
targets in the Program of Year 2008, made this view change. When the
realization ratios of central management budget are analyzed, it is seen that
within the period of January- September, the 89.7% of budget target has been
reached in non-interest surplus. The budget deficit formed within this period
corresponds to 72.9% of the yearly target which was TRY 16.8 billion.

As of the third part of year, when foreign trade balance and payments balance
evaluations are observed, it is seen that the strong performance of exportations
continue, and that the importations have a parallel conduct to domestic demand
conditions and evaluations of energy prices. The current accounts deficit is still
around USD 29-30 hillion, it is expected that the deficit would be USD 33.6 billion
as of end-year and that its rate to domestic product would decrease when
compared to previous year to 7.4%. Especially direct foreign capital investments
are used in financing this deficit. This situation is independent from international
financial conjuncture, and shows the foreign interest in Turkish economy.

When the upcoming period is analyzed within the framework of current national
and international developments, it can be mentioned that fluctuations in global
financial markets will continue and thus, the health of domestic financial markets
gain more importance. Furthermore, it is observed that geo-political risks are
increasing. It is compulsory that the economic policies shall be established so as
to minimize the uncertainties and their implementation shall be sensitive and
prudential. A sound and active financial system alongside with the continuation of
confidence and stability in economy, will contribute to strengthen the predictability
in the economic framework.

The Turkish financial sector had continued its growing tendency which was
relatively faster than general economic activity in September 2007. As of
September 2007, the total asset size of Turkish financial sector grew by 8.7%
comparing to previous end-of-year to TRY 726.8 billion. The rate of asset size of
financial sector to GDP is 116.3%, while the rate of banking sector assets to GDP
is 87%. The rate of assets of financial leasing, factoring and consumer financing
companies, which are the other institutions subject to BRSA’s surveillance and
supetrvision, to GDP is 3.1%.

The financial soundness indicators related to banking sector show that the sector
keeps operating with a capital adequacy ratio which is highly above the legal
limits and that it increases its free capital as well. The positive conduct of
profitability indicators remained in September 2007 too; the share of 45 banks
which profited within total assets is realized as 99.6%.

The total operating expenditure to total income ratio is increased throughout
sector compared to June 2007, while the share of personnel expenditure within
operating expenditure decreased slightly. The commission income are now
covering more than the half of operating expenditure, this situation helps to
maintain the profitability. Furthermore, the weighted share of net interest income
within total income of the sector is remaining.

The asset amount per bank, which is a banking sector capacity indicator,
increased to TRY 10.9 billion. As of June 2007 the number of branches per bank
kept increasing and it is realized as 157. The BRSA Performance Index, which
completed the years 2004, 2005 and 2006 with figures which are above the
figures of 2003 December which is the base period, has reached its highest level
as of the third quarter of 2007.
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The banking sector asset size increased by 1.8% to TRY 543.5 billion within the
last quarter of 2007, while the total loan volume reached to TRY 261.4 billion and
increased its share within the balance sheet to 48.1%. It is seen that the banking
sector continues its positive tendency to fulfill the intermediation function. Within
this framework, the deposit to loan ratio kept increasing within the third quarter of
year to 78%.

Within the third quarter of 2007, the average interest rate of housing loans
decreased to 1.40%. This situation is thought to be appeared as a result of
despite the proportional slowdown of total demand seen before the elections the
continuation of international funding possibilities and the strong competitiveness
occurred in the housing loan market. A similar development is occurred in credit
card interest rates, however as of the third quarter, the credit card interest rates
are conducting horizontally.

Within the second quarter of year, contrary to the previous quarter, the share of
securities portfolio within total assets decreased and it is realized as 30.6%.

The total deposit volume, which has a share by 61.9% within total sources,
reached to TRY 336.3 billion as of September.

The volume of off-balance sheet transactions reached to TRY 376.8 billion as of
June 2007 and its ratio to total balance sheet size is realized as 69.3%. The total
of derivative transactions within this period is realized as TRY 169 billion. In this
period, the biggest share among derivative transactions belongs to swap
transactions with 41.7%.

In June 2007, the net profit of period of Turkish banking sector increased by 35%
nominally to TRY 11.8 billion. As to PPI index based to 2003, this increase is
28.6% in reel terms. The high profitability formed in September 2007 when
compared to previous period is attained mainly by the fast increase of interests
taken from loans and the ones from securities portfolio when compared to
previous periods.

Within this period, the growth speed of the assets of financial leasing and
consumer financing companies is above that of factoring sector. It is observed
that in all three sectors, the employment is increased. While the share of financial
leasing receivables within total assets is increasing, the shares of
receivables/loans of factoring and consumer financing companies within total
assets decreased. Similarly to previous periods, the construction sector has the
biggest share within the financial leasing receivables, textile leather clothing
sector has the biggest share within factoring receivables and transportation
vehicles sector has the biggest share within financing loans.

Although cash and non-cash amount increased when compared to the second
guarter of 2007, the decrease observed in exchange rates especially in August-
September reduced the TRY provisions of FX and FX indexed loans. Within the
third quarter, the cash loans increased by 5.6%, while gross and net NPL
amounts increased respectively by 4% and 4.7%, which contributed to the
relative reduction of the risk. Within the same period, the share of TL loans in the
portfolio is increased, the distribution of the portfolio between short and long
maturity remained the same. NPL ratios maintained their stable movement
generally, the average NPL ratio which was 3.64% in June 2007, decreased to
3.58% in September 2007. Scenario analysis related to loan risk show that, if
cash or non-cash loans turn into losses by 1% or 5%, the decreases which will be
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formed in capital adequacy would considerably be near to each other in periods
of June and September.

Within the third quarter of year, a partial increase is observed in commercial
portfolio while derivative transactions increased considerably. Within the same
period, there are no important variations in the distribution of commercial portfolio
by security types; while the share of securities with variable interest within
portfolio is increasing, the share of securities with fixed interest is decreasing.
The average compound interests realized in Government Securities secondary
markets increased within July and August with the effect of turbulence which
influenced world markets, then they decreased and realized as 16.99% in
September. When the scenario analysis related to market interest rate risk are
compared with the results of June 2007, alongside with the decreases of GS and
Eurobond amounts with fixed interest, the increase occurred in own funds
emanate the result of a relatively positive realization of scenario. The effect
which can be created on sector by the changes which may be occur in stock and
investment fund prices, the share of which within commercial portfolio is very
little, remains to be limited. The on- balance sheet open position was realized as
USD 6.8 hillion by the end of first quarter of 2007, by the end of second quarter it
began to increase and reached its top level by July with USD 9.2 billion. By the
end of the analyzed period, it decreased and realized as USD 7.5 billion. FX net
general position turned into positive value as of end September 2007 and
realized as USD 73 million. Subsequent to the fluctuations occurred in world
markets, the exchange rates and the volatility of exchange rates increased within
August but they decreased afterwards. It is seen that the deposit banks in which
the on-balance position amounts to own funds ratio is high, are the group the
most sensitive to exchange rate increases.

When the interest deficits which are the amount subject to structural interest rate
risk are analyzed, it is seen that within the third quarter of year TL deficits are
changed into increase (towards negative) and that FX deficits are conducting
horizontally. CBRT Monetary Policy Committee has reduced the interest rate by
0.25 points as of September 14, 2007, and the CBRT Interbank interest rate is
realized as 17.25 by the end of September 2007. When the alternative profits and
losses appeared in TL and FX items as a result of policies applied, it is seen that
almost all scenarios, the absolute profit and loss values are higher in September
2007 when compared to June 2007 as absolute value.

In all banking groups, it is seen that total liquidity adequacy ratios related to daily
and 1-month maturities have realized above the minimum limits determined in
Regulation on Liquidity. Furthermore, it is seen that the operational risk increased
the capital adequacy ratio by 2.8 points in September.

The Capital Adequacy Ratio which was realized as 18.7% in June 2007 is
realized as 19.4% in September 2007. The banking sector own funds increased
by TRY 4.7 billion within the period of June-September to TRY 72.3 hillion,
however the risk weighted assets increased to TRY 373.8 billion. It is seen that
within June 2007 — September 2007, despite the decrease occurred in the capital
adequacy ratio in development and investment banks, throughout sector, the
personal capital adequacy ratio increased. Another observation is that the
consolidated capital adequacy ratio increased throughout sector. Furthermore, in
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parallel with the increase of capital adequacy ratio, capital surplus ratio also
increased.

The profitability of banking sector increased by 35% in September 2007 when
compared to September 2006; the profit of period of sector within the first three
quarters is realized as TRY 11.4 billion. The source of the important increase of
the profitability is still the increases occurred in loan interest income and
securities portfolio interest income. When the profitability of sector is analyzed by
banking groups, it is seen that the share of public banks within sector profitability
decreased, while the one of private banks increased. The average own funds
profitability of sector is realized as 22.5%, and its average asset profitability is
realized as 2.8%.

It is seen that financial leasing sector transaction limit ratio increased in all scale
groups, and especially in small scaled companies the transaction limit ratio
increases are emanated from the reduction of own funds. Furthermore, while in
small scaled companies the NPL ratio is realizing high, in other companies it
follows a movement adequate to sector in general and the risk is decreasing as
the scale of companies is increasing. It is observed that large scaled companies
are generally operating with open positions but within the period of March 2006 -
September 2007, they have mainly closed these positions. This situation is
largely influenced by the decreases occurred in exchange rates. In financial
leasing sector, the profitability rates decreased when compared to June 2007 and
asset profitability is realized as 3.5% and own funds profitability is realized as
18.3%.

It is seen that in factoring sector, the transaction limit ratio of companies are
realized rather below the maximum legal limit, that the large scaled factoring
companies have bigger risk possibilities but they become nearer to sector in time.
The NPL ratio of sector remained in its stable situation in September 2007. It is
seen that small scaled companies have more risks than the sector in general for
NPL ratios. Furthermore, especially in large scaled companies the fragility
against exchange rate risk is decreasingly remaining. Within the period of
September 2007 the profitability performance of sector experienced an evident
decrease.

In consumer financing companies, it is seen that transaction limit ratio follows a
decreasing movement, medium scaled companies excluded. The NPL ratios are
realizing in high levels in small scaled companies and in low levels in other
companies. Furthermore, it is observed that the NPL ratio is decreasing as the
scale of companies gets larger. Throughout sector, there are important open
positions emanating from large scaled companies. Within the period of
September 2007, the asset and own funds profitability of sector have
experienced a decrease.
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1. ECONOMIC FRAMEWORK AND DEVELOPMENTS
1.1. Global Outlook

1.1.1.Macroeconomic Developments

Despite the negative developments in financial markets, the slow down in the
USA economy and the increase in input prices, growth tendency of global
economy is expected to continue in 2007 and 2008 by decreasing relatively.
World product which grew by above 5% in the second half of 2007 is foreseen to
grow by 5,2% in whole 2007 and by 4,8% in 2008.

Concerns relating to inflation and the increase in oil prices which were assessed
as a risk on growth in previous periods decreased as of the second half of 2007.
Instead, developments in financial markets as well as the demand shortage
which may occur in European and USA markets are perceived as new risk
factors. In the case that developments in financial markets is limited with
increasing volatility and risk premiums, it is expected that markets will turn back
to their normal operating and there will not occur a sharp narrowing in loan
markets. Nevertheless, there is the risk of deeper economic consequences to
occur as a result of a sharp tightness in loan market due to the developments in
the market. As a matter of fact, narrowing probability in consumer demands
increased when compared to the previous period due to the developments
experienced in financial markets. Developments in labor force markets in
developed countries and in asset prices will be determiner on consumer demand.
Due to all these factors, recession risk for the USA economy increased.

The updating made in growth predictions in the light of new global developments
is mostly effective on the USA economy and the foresight for 2007 and 2008
decreased to 1,9%. In the economy which grew by 2,25% in the second half of
the year; the vitality in the data of consumption, employment, non-housing
construction sector is continuing, nevertheless indicators for consumer reliance,
business world expectations, housing market data, durable consumer goods
demand give weak signals. Furthermore, the slowing down in housing sector is
continuing. Developments in high-risk mortgage market and the narrowing loan
market conditions sign out that the said slowing down may have negative effects
on consumption and investment decisions in the further periods. Another
negative evaluation in USA economy is related with whether the recent slowing
down in production is structural or not. The fact that the said tendency in
production is emanating from structural factors beyond the developments in
housing and financial markets strengthens the stagnation probability in the future.

The ratio of current deficit to GDP in the USA is foreseen to decrease to 5,5% in
2008. Furthermore, within the direction of USA government’s target to reach at a
balanced budget in 2012, the budget deficit in 2007 is expected to recess to 1,2%
of the GDP . Problems such as high energy prices, slowing down labor force
increase and the decreasing prices in housing sector are thought to restrain the
growth rate in 2008. This situation also decreased the inflationist pressure on
economy and 12-month inflation decreased to 2%. In addition, the softness in
housing demand is expected to contribute to the decrease in inflationist pressure.
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However, importation prices which increased by the value loss in USD will have
adverse impacts on inflationist pressure.

Developments in the USA economy in the following period are closely followed-
up by all other countries. However, there are opinions such as it is not possible
that the USA economy be effective individually in the global economy. According
to those opinions, commerce, links in financial markets and the relations between
regions are evaluated as the leading main factors in the new global system.

Euro Zone annual growth rate is about 3% since mid-2006 and it has been
expanding for last 10 years. Nevertheless, the growth tendency in Euro Zone
slowed down in the second quarter of 2007. The factors of the growth in 2007 are
especially the active investment demand construction and exportation in
Germany. The slowing down in the second quarter of the year is said to appear
as a result of consumption decrease experienced for once only in Germany and
France. Growth predictions for Euro Zone in 2008 is realized as 2,1% by the
impact of negative developments in financial markets and the valuation of Euro.
However, it is foreseen that strong company profitability will feed the investment
demand and the positive view in labor force markets will feed the consumption
demand. The increase in food and energy prices in general is foreseen to affect
negatively the inflation in Euro Zone. However, the economic slow-down in the
region and the relaxation in labor force markets is foreseen to balance this
pressure.

Following the expansion in previous two quarters in Japan, the GDP narrowed in
the second quarter of 2007 due to the decrease in investment and consumption
expenditures. While reliance of firms continues, power loss is seen in
consumption. Within this scope, growth by 2% and 1,7% respectively is foreseen
in Japan in 2007 and 2008. High profitability, strong company balance-sheets
and the positive developments in labor force markets in Japan affect the
economic activity positively. Nevertheless, valuation of Yen may have a negative
impact on growth. Inflation ratio which proceeds negatively recently again does
not give confidence that the economy wholly get out of the deflation process.

High growth performance continued in developing countries in the first half of the
year. According to the IMF data; China, India and Russia grew by 11,5%, 9% and
8% respectively in the first half of 2007. The contribution of these three
economies to global growth in 2006 is about 1,5 points. The growth in Brazil is
expected to accelerate and realize as 4,4% in 2007. It is foreseen that the strong
growth in developing markets will also continue in 2008 however it may slow
down relatively due to the global developments, high input and energy prices.
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Table 1.1.1-1: World Economy Basic Economic Indicators

Difference
between IMF
July 2007
Prediction
Change % 2005 2006 2007P 2008P 2007 2008
World Output 48 54 5,2 4,8 - -0,4
Developed Economies 25 29 2,5 2,2 -0,1 -0,6
USA 3,1 2,9 1,9 1,9 -0,1 -0,9
Euro Zone 15 28 2,5 2,1 -0,1 -0,4
Japan 1,9 2,2 2,0 1,7 -0,6 -0,3
England 1,8 2,8 3,1 2,3 0,2 -0,4
Canada 31 28 25 2,3 - -0,5
Other Developed Economies 39 44 4,3 3,8 0,1 -0,3
New-Industrialized Asian Economies (1) 47 53 4,9 4,4 0,1 -0,4
Other Emerging Markets and Developing Countries 75 8.1 8,1 7,4 0,1 -0,2
Middle and East Europe 56 6,3 5,8 5,2 0,1 -0,2
Commonwealth of Independent States 66 7,7 7,8 7,0 0,2 -0,1
Russia 64 6,7 7,0 6,5 - -0,3
Developing Asia 9,2 98 9,8 8,8 0,2 -0,3
China 104 11,1 11,5 10,0 0,3 -0,5
India 9,0 97 8,9 8,4 -0,1 -
Asian — 4(2) 51 54 5,6 5,6 0,2 -0,1
Middle East 54 56 5,9 5,9 0,5 0,4
West Hemisphere 46 55 5,0 4,3 - -0,1
Brazil 29 37 4,4 4,0 - -0,2
Mexico 28 48 2,9 3,0 -02 -05
World Trade Volume (Goods and Services) 75 9.2 6,6 6,7 -05 -0,7
Import
Developed Economies 61 74 4,3 5,0 -0,3 -1,0
Other Emerging Markets and Developing Countries 12,1 14,9 12,5 11,3 -0,3 0,2
Export
Developed Economies 58 8.2 5,4 5,3 -0,1 -0,9
Other Emerging Markets and Developing Countries 11,1 11,0 9,2 9,0 -1,5 -0,2
Commodity Prices (USD)
Qil 41,3 20,5 6,6 9,5 7,4 1,7
Non-fuel (Average based on World Goods Export Weights) 10,3 28,4 12,2 -6,7 -2,3 11
Consumer Prices
Developed Economies 23 23 2,1 2,0 0,1 -0,1
Other Emerging Markets and Developing Countries 52 51 59 53 0,5 0,6
LIBOR (%)
Over USD Deposits 38 53 5,2 4,4 -0,2 -0,9
Over Euro Deposits 22 31 4,0 4,1 0,2 0,4

(1) Hong Kong, Korea, Singapore, Taiwan
(2) Indonesia, Malaya, Philippines, Thailand
Source: IMF — World Economic Outlook
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Transition Impacts from Aerican EEonomy to Global Eonomy

The USA economy which has the size of about 1/3 of the world economy is the biggest
AYLR2 NI SN aAyOS telydifs of@erld imgort dnd at SheRamd tivhe, it is the
biggest exporter following the Euro Zone. Since regional associations and foreign trade in
general has become free globally, exportation made in the USA increased significantly. The
said amounts in many countries exceeded the export amounts made to Japan and Euro
Zone. Developments in financial asset prices in the USA which has the most developed and
the deepest financial markets in the world, has significant effects on other economies.
Furthermore, financial investments in the USA of foreign investors have a significant size
and this deepens the dimension and importance of the links of the USA economy.

It is remarkable that the slow down experienced in the USA economy recently did not have
significant effects as predicted in other economic regions of the world. During the slowing-
down movement experienced in 1986 and 1995 in the USA economy, like the recent
slowing-down movement, median growth decreased by 0,1% in developed countries while
median growth increased mildly in developing countries. The extend that the slow-downs
affects other countries may vary depending on the reasons for the slow-down in the USA,
the economic conjuncture in the beginning, fragilities and the policies applied in other
regions. Nevertheless, there are two obvious leading factors. These are the intensity level
of commercial links and financial market links between other countries and the USA.

Recently, some factors which define the low transitivity from USA economy are discussed.
Main factors can be defined as (1) that the developments occurred in the USA are limited
with mortgage markets and production industry on sector basis ¢a more widespread oil
shock, that it does not have value loss movements in 2001 technology stocks -, (2) that the
global economic structure has gained flexibility by thanks to the compensation of the slow-
down in the USA by other developed countries and emerging markets. In the new
restructuring; the importance of emerging markets increased, other developed economies,
regional commercial-financial links and economy policies implemented by countries gained
importance.
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1.1.2.Developments in the Financial Markets

The recessive policies which were applied to reduce the inflationist pressures in
developed economies and the financial pressure experienced have created
fluctuation movements which begun in the second half of 2006 and which
continued within 2007 too. In view of these developments which were started
within the last days of July 2007 and deepen in August, and which affected
several financial institutions especially in the USA but also in Australia, Germany,
France, and England, FED had to intervene to the global markets. First of all,
FED provided liquidity to money markets and reduced the discount interest rates.
Then, within September and October, it reduced the interest rate for borrowing (a
total of 0.75 points with two discounts). Within the framework of the problems
occurring in the financial markets, the European Central Bank (ECB), Bank of
Japan (BoJ) and Bank of England (BoE) have provided liquidity and postponed
their decisions to raise the interests. The policies and measures taken by the
world’'s monetary authorities have prevented the developments to turn into crisis.
During November 2007, the profitability kept being affected negatively in the
biggest investment banks of USA and Europe and in fund and banking groups.
Presently, the effects of the fluctuations in the financial markets are still
continuing. Especially in US markets, both economic conjuncture and negative
developments in the ruling financial institutions effect the international risk
perception. However, monetary authorities follow closely the developments and
they take new measures. The volatility in the global financial markets have
increased and the monitoring of indicators related to global liquidity have gained
importance (Chart 1.1.2-1 and 1.1.2-2).

Chart 1.1.2-1: Volatility Indexes in Financial Markets
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The fluctuations in the financial markets caused the increase of the rate of
securities secured with high risk mortgage loans in July and August and increase
of risk premiums in the earnings of the structured loan market assets. The
diversity and complexity of the structured financial instruments make complicated
the calculation for determining which institution is affected in which level, and this
uncertainty increased the validity. Moreover, while there is liquidity congestion in
developed markets, the resource tightness of the financial institutions providing
funds from short-term money market is also increased. While the offer of high-
yield commercial borrowing instruments is nearly disappearing, a strict recession
has occurred in the assets-backed securities market.
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In EU banking, the high amounts in the assets-backed securities are considered
as a factor increasing the resource tightness. The strength of the capital structure
of investment banks as well as fund and banking groups ruling in global markets
and the fact that the structure of companies sector is not fragile, increases the
expectations related to the size of fluctuation would be limited.

Chart 1.1.2-2: Global Liquidity and Annual Percentage Change
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Recent fluctuations have also effects on developing market economies by the
decrease of country rates, decrease of financial instrument prices dependent on
the decrease of capital entries, and the increase in risk premiums. In many
countries, these developments were not permanent, they only influenced the
prices and then they relapsed. This event in the developing countries emanates
from the fact that macroeconomic variables are strong and from the flexible
policies. It is interesting to see that the developing markets were less affected by
the fluctuations of August and September, contrarily to previous global
movements. This situation is interpreted by the fact that turbulence is emanating
from complex financial products and financial institution structure which are rarely
seen in these countries.
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Chart 1.1.2-3: Interest Rates in Developed Countries
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1.1.3.Global Conjuncture and Expectations

Following the developments occurred in financial markets depending on the
macroeconomic conjecture within the period of 2006-2007, the world economy
has entered into a new era. In this new conjuncture, the conduct in high levels of
energy and commodity prices and inflation which were formerly perceived as a
risk factor, are now considered as secondary risk factors. However, because of
the fact that non-performing amounts are composing in the receivables of
mortgage market, and that some loan risks have turned to loss because of over-
expanded loan offer, the potential risks in financial markets have been realized.
Especially the non-performing mortgage and losses related to unstructured loans
in the financial institutions of developed market economies are still influencing the
global economy. Similarly, the demand deceleration and stagnation which were
not considered as risk factors in past periods have become prominent within the
new era.

Following the developments in the financial markets, volatility increase and raise
of risk premiums appeared in markets. It is expected that the volatility would
continue in short and medium terms. But the fact that this situation had corrupted
the expectations and the confidence of the investor and had reached to a level, in
which it can create deeper effects in the production level, is considered as a
negative scenario.

The increase of risk premiums, together with the tightness of the supervision and
rating process and the strengthening of the measures in many countries, will
create an augmentation in funding costs. It is seen that the risk premiums
increase generally in high-risk mortgage market and also high-risked corporate
financing instruments. In low-risk institutions, the risk increase is still in limited
levels.

The latest appearance in the global economy may create two sided results on
global basis. These are respectively, (1) in micro level, the loan discipline
loosened within previous periods and speculative decreases in loan risk
premiums would be replaced by higher risk premiums and tight loan market and
(2) in macroeconomic level, a slowdown in the economic activity. The first effect
would feed the slowdown by restricting loan offer and by intensifying the demand
structure which is already slowed down in the USA and Western Europe.
Besides, the optimism in the expectations which has been continuing since 2002,
created over inflation in some markets, increased the fragility, and have caused
the risks to be postponed to the next periods. The present vivacity is considered
as a correction for the imbalances in risks but also for preventing that the balloon
effect in prices to be resolved with a bigger crisis in the future. Thanks to the fact
that major financial institutions possess high capital and profitability rates, and
that the risks realized are limited between some investment institutions, the
fluctuation in financial markets did not deepen and become a major crisis.
According to basic expectations, with the new pricing process, the fluctuation
movement will return to its normal conduct. However, even if it's a small
possibility, there is still a possibility that the loan recession will increase and turn
to an economic crisis.
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Chart 1.1.3-1: Energy and Commodity Prices
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1.2.1. Growth, Production and Employment
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Within the third quarter of 2007, GNP is increased by 2% in fixed prices of 1987,
when compared to the same period of previous year and the growth rate is
realized as 4% in the period of January-September 2007. When the national
income by sectoral added values is analyzed, it is observed that within the third

quarter of year, the fact that agricultural production decreased by 7.8% when

compared to the same period of previous year, was affective in this decrease. In
fact, the decrease in agricultural production has also caused that the growth rate
of total industrial added value to be stable in 3.7%. Thus, although the continuous
growth performance has reached to 23rd quarter, it is the lowest growth rate of

the last 22 quarters.
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Chart 1.2.1-1: Growth and Contributions to Growth
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When the GDP by expenditure is analyzed, it is seen that the total consumption
expenditure increased by 3.8% within the third quarter of 2007 when compared to
the same period of previous year, and thus, in the mentioned period the growth is
realized as 1.5%. Within the same period, the contribution of total consumption to
GDP growth is 2.5 points, and the contribution of total investments is 1.4 points,
the contribution of net export is -3.1 points. In fact, within the third quarter of year,
it is seen that consumption demand in private sector increased especially

depending on the increase in demand of durable and semi-durable consumption
goods.

The index of industrial production which was high within the first months of 2007 had
lost relatively strength in next periods. However, when the corrected seasonal series
are analyzed, it is seen that the industrial production increases consistently. The
development in industrial production index follows a movement parallel to confidence
in the market and maintains its general increasing tendency. In fact, the monthly
industrial production index increased by 7.9% in October 2007 when compared to
October 2006, and the average growth in ten months is realized as 5.3%. When it's
analyzed as sub-sectors, it is seen that the production in mining and energy sectors
increased respectively by 12% and 9.6% within this period, and in manufacturing
sector, there is an increase by 4.4% which is under the general average.
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Chart 1.2.1-2: Ind. Production Index, Capacity Usage and Real Sector Conf.
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The capacity usage rates in manufacturing sector are still high. As of October, the
capacity usage rates are as 83.3% (seasonal corrected as 82.7%). Among the
reasons for why the business places did not work with full capacity in October 2007,
there is the insufficiency of total demands and especially the insufficiency of internal
demand. As a reason for not working with full capacity, it is declared that the
insufficiency in internal market is 45.1% and 20.6% in external markets and the
financial impossibilities are 4.7%.

The rate of unemployment which was 9.6% by the end of 2006 increased to
11.4% with the figures of the first quarter of 2007. The increasing employment
within the second quarter of 2007 provided the rate of unemployment to reduce to
8.9%. The vivacious conduct of industrial production and the increase of the rates
of capacity usage reflect to the employment figures. Furthermore, it is expected
that the total internal demand which tends relatively to increase after the second
part of 2007 will influence positively the employment. The developments in
external markets will be determiner for the compensation of total domestic
expenditure with external demand.

Chart 1.2.1-3: Unemployment and Labor Force Participation Rates
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1.2.2. Inflation

As of the second half of 2006, the new international financial atmosphere formed
as a result of the corruption in the global risk perceptions and the relative
tightening of international liquidity, affects especially domestic interest, price and
exchange rate levels. Within this scope, when the price developments by
November 2007 are analyzed, it is seen that the Consumer Price Index (CPI)
expectations and realizations are above the year-end target. Furthermore, the
price rate of increase which tends to reduce since March, regained acceleration
after July 2007, even if it's relative. However the CBRT declared that when the
Special CPI Indicators are analyzed, it is seen that the increase of inflation is not
permanent and reduced the interests on December 13.

In November, while CPI increased by 1.95% when compared to previous month,
the annual inflation is realized as 8.40%. The increase of Private Consumption
Tax which was realized in fuel oil and tobacco products after the elections was

affective on this situation.
Chart 1.2.2-1: CPI, Custom- Defined CPI Rates and Expectations
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The Government declared that the inflation targeting regime will be kept
continuing by the CBRT in 2008 too, and that the year-end inflation target for
2008 and 2009 is determined to be 4%. Within this framework, the Central Bank
will continue to use short-term interest rates as policy instruments.

As it is mentioned above, the Monetary Policy Committee pulled down the over-
night borrowing interests by 0.50 points and fixed them to 15.75% in its meeting
dated December 13. The Committee denoted that; within the third quarter of 2007
the growth had slowed down mainly because of offer factors and that the demand
conditions supported the decrease in the inflation with the effects of the
slowdown in public expenditure and external demand. The Committee also
declared that the increase observed in inflation within the latest period is not
permanent and that the probable interest discounts in the future will be
determined according to the developments in global markets, external demand,
accounting policy applications and to other factors affecting medium-term inflation
outlook. The fact that the Committee declared that the effects in general pricing
conduct of increases of food and energy prices will be monitored closely in
inflation outlook shows the presence of risks emanating from this area.
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1.2.3. Balance of Payments

The current accounts deficit which keeps increasing since 2002 is realized as
USD 26.1 billion in January-September 2007 and as USD 34.4 billion in total
within the last 12 months. This increase was influenced by the developments of
domestic demand but also the increases of energy and commodity prices.
Despite the strong exportation performance, the foreign trade deficit which is an
important component of current accounts deficit is increasing. The foreign trade
balance had a deficit of USD 34.4 billion within the period of January-September
2007. Furthermore, depending on the smoothening of the borrowing possibilities
under the floating rate regime and the relatively high internal interest rates, as a
result of capital entries realized, TRY is gaining strength and also this situation is
enforcing the demand of importation.

Table 1.2.3-1: Balance of Payments

USD Million January- Sept. January- Sept.  Absolute Change
2006 2007 Change %
A. BALANCE OF CURRENT ACCOUNTS -24.522 -26.054 -1.532 6,2
A.1 BALANCE OF TRADE -32.195 -34364 -2.169 6,7
Total Export of Goods 65.878 80.592 14.714 22,3
Total Import of Goods -98.073 -114.956 -16.883 17,2
A.2 BALANCE OF SERVICES 11.293 12.143 850 7,5
Tourism Income 13.733 14.622 889 6,5
Investment Income -4.730 -5.074 -344 7,3
A.3 CURRENT TRANSFERS 1.187 1.325 138 11,6
Employee Pension 819 849 30 3,7
B. CAPITAL AND FINANCE CALCULATIONS 25.809 25.479 -330 -1,3
B.1.FINANCE CALCULATIONS 25.809 25.479 -330 -1,3
Direct Investments 12.765 13.545 780 6,1
Portfolio Investments 3.128 3.883 755 24,1
Other Investments 14.843 15.985 1.142 7,7
C. RESERVED ASSETS -4.927 -7.934 -3.007 61,0
D. NET ERROR DEFECTS -1.287 575 1.862 -144,7

Source: CBRT

The fact that current deficit is still continuing since 2002 even though its share
within the national income is increasing as nominal amount, shows us that there’s
no difficulty in financing the deficit. The international liquidity abundance, the
floating rate regime application and the interest policies implementations made by
the Central Bank to provide the price stability show that generally the economic
agencies do not expect that the current deficit is unsustainable. Furthermore, the
fact that the share of direct foreign investments among the finance of current
deficit keep increasing within the last three years helps that the strong domestic
demand of Turkey to be covered by foreign disposals.

In fact, when the evolution of payments balance within the period of January-
September 2007 is analyzed, the realization of financing is clearly observable.
Within this period, the current deficit was realized as USD 26.1 billion, but net
error defects item was USD 0.6 billion in excess, so the deficit exposed to
financing was USD 25.5 billion. While financing the above-mentioned deficit, a
capital entry of USD 36.5 billion (including the increase of reserves) was realized.
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Chart 1.2.3-1: Balance and Financing of Current Accounts and Short-
Termed Debts
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In financing of current deficit, the weights of loans provided by private sector and
direct foreign investments show themselves also in “International Investment
Position”. When the International Investment Position of Turkey is observed, the
direct investments item which increased by USD 92 billion in cumulative in June
2002-2007, differently than other periods and the loan procurement of sectors
excluding government and banks item by USD 45 billion are remarkable. Again in
this period, a considerable increase is realized in portfolio investments.

1.2.4. Public Finance

Within the period of January-October 2007, central government budget income
increased by 10.9% when compared to the same period of the previous year and
was realized as TRY 155.9 billion, while expenses increased by 16.5% and was
realized as TRY 168.2 hillion. Thus, budget deficit increased by TRY 8.5 billion
within the said period when compared to the previous period and amounted to
TRY 12.3 billion. The increase by 19.3% in non-interest expenses in this period is
noteworthy. As a matter of fact, non-interest surplus in January-October 2007
period decreased by 12.4% when compared to the same period of the previous
year and was realized as TRY 32.4 billion.

However, when central government budget realization rates are analyzed, it is
observed that 89.7% of 2007 budget target has been achieved in non-interest
surplus in January-October 2007 period. Within this period, budget deficit arisen
is equivalent to 72.9% of TRY 16.8 bhillion which is the annual target. The Ministry
of Finance announced 2007 budget year-end realization estimates that central
government budget expenses will be TRY 202.9% and incomes are TRY 188
billion, while budget deficit will realize as TRY 14.9 billion and non-interest
surplus as TRY 34.1 in accordance to their estimations.
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Table 1.2.4-1: Central Governance Budget Sizes

TRY Million January — October  |ncrease 2007 Budget Realization Rate
2006 2007 (%) Exp./St. Allowance (%)
Income 140549 155.938 10,9 188.159 82,9
General Budget Income 136575 151.858 11,2 183.460 82,8
Tax Income 112529 123.833 10 158.153 78,3
Non-Tax Income 23528 20.346  -135 22.261 91,4
Capital Income 276 6.027  2.080,90 2.566 234,9
Donations and Aids 241 1.651 585,2 480 343,9
Special Budget Incomes 2.694 2.680 05 3.264 821
Sup. and Reg. Board Inc. 1.281  1.400 9,3 1.435 97,6
Expenses 144.336  168.214 16,5 204.989 82,1
Non-Interest Expenses 103.536 123527 19,3 152.043 81,2
Personnel Expenses 31.814  36.782 15,6 43.670 84,2
Soc. Sec. Ins. State 3.985 4.550 14,2 10.102 45
Premium
Purchases of Goods and 12.624 15.307 21,3 15.587 98,2
Service
Current Transfers 42523 52761 24,1 60.863 86,7
Capital Expenses 7.116 8.509 19,6 12.104 70,3
Capital Transfers 2225  2.706 21,6 3.647 74,2
Loan Service 3.248 2912 -10,3 3.695 78,8
Reserve Allowance 0 0 2.375 0
Interest Expenses 40.801  44.686 9,5 52.946 84,4
Budget Balance -3.787  -12.275 2242 -16.830 72,9
Non-Interest Balance 37.014 32411 12,4 36.116 89,7

Source: CBRT

It is seen in the domestic borrowing in January-July 2007 period that domestic
debt maturity is extended in accordance to debt strategy, interests tends to
decrease when compared to the second half of 2006, borrowing is made in terms
of TRY by 92% and that about 80% is fixed-interest. It is known that fluctuation in
July exposed a short-term uptrend pressure on interest. Accordingly,
developments in foreign loan markets will influence the developments in
borrowing cost and public finance balance. Increase in borrowing cost other than
the expansion of expenses stands out as a risk factor.

It is announced by the Treasury that domestic borrowing is used as a main
instrument in securing budget financing deficit and that main strategy is getting
into debt dominantly in terms of Turkish Lira especially in cash loaning and this
borrowing is realized dominantly by means of fixed interest instruments.
Moreover, it is expressed that additional strategy is to hold strong reserve in
order to extend average maturity in accordance to sector conditions; debt roll
over ratio concerning domestic debts in terms of foreign exchange do not exceed
80% and to decrease possible liquidity risk in debt management.

Having analyzed 2007 central governance budget financing, it is observed that
net domestic borrowing was realized as TRY 14.6 billion. As a matter of fact, total
domestic debt stock as of September amounted to TRY 257.5 billion. 88.9% of
the stock was composed of TL-denominated instruments, while the remaining
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11.1% of foreign exchange instruments or instruments indexed to foreign
exchange. Half of the TL-denominated debt stock is fixed interest.

TRY 257.5 billion (USD 217.1 billion) of total central governance debt stock which
was TRY 336.4 billion (USD 283.6 billion) in end-September 2007 was composed
of domestic debt, while TRY 78.9 billion (USD 66.5 billion) was composed of
foreign debt.

1.2.5. Money and Capital Markets

Within the scope of open inflation targeting, the CBRT continued to use short-
term interest ratios as main policy instrument in 2007. Accordingly, when CBRT
balance is analyzed, it is observed that net external assets amounted to TRY
68.8 billion, while net domestic assets amounted to TR Y 16.5 billion. Having
analyzed the liability of the balance sheet, it is observed that monetary base
increased by TRY 3.3 hillion in September and amounted to TRY 54.3 billion.
Within this period, reserve money increased by TRY 1.2 billion and amounted to
TRY 40.8 billion. Moreover, in September, debts from API increased by TRY 4.5
billion and amounted to TRY 12.4 billion.

Chart 1.2.5-1: Interest Rates
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As the Central Bank decreased the overnight Central Bank borrowing ratio to
16.25% from 16.75% in November 14, 2007, a relative deceleration is
experienced in market interest rates. Weighted average interest ratio in domestic
borrowing tended to decrease as of end-September and was realized as 16.5%.
Having regard to the developments in inflation expectations, it is observed that
real interest rate decreased.

As of 2000s, when global liquidity is abundant and international borrowing
opportunities are acceptable, Turkish Lira experienced a real valuation process
as a result of the fact that domestic economic and political developments
increased the trust of the investor. On the other hand, the increase in real
exchange rates under current relative interest conditions promotes the capital
inflows. As a matter of fact, nominal level of foreign exchanges fluctuated
according to the variation in international interest rates and in risk perceptions of
investors since 2006, independent from the developments in Turkish economy.
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Chart 1.2.5-2: Istanbul Stock Exchange, Gold Price and Real Exchange
Index
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Another investment field which is influenced from the said fluctuation is capital
market. However, during this process, interest of global capital to Turkey as main
tendency continued and ISE-100 index continued to increase. The index
increased by 38.9% as of end-November, when compared to the end of the
previous year. The increase in financial index is 37.4% in the said period.

1.3. Sectors Demanding for Fund

1.3.1. Household

Since the second quarter of 2006, acceleration rate of private consumer
expenditures decreased in parallel with the fluctuations originated from global
developments especially in financial markets and realized as negative in the
second quarter of 2007. However, following the early general elections, the
increase in the consumption of durable consumer goods and semi-durable
consumer goods on the top accelerated in the third quarter of the year. Within
this period, real private consumer expenditures increased by 3.6%, when
compared to the same period of the previous year. Thus, growth in private
consumer expenditures was realized as 1.8% in January-September 2007 period.

Table 1.3.1-1: Development of Private Consumption Expenditure

Quarterly Cumulative

(Annual Real % Change) 2006Q1 2006Q2 2006Q3 2007Q1 2007Q2 2007Q3 2006Q3 2007Q3

Private  Final Consumption

Expenditures 8,1 11,5 2,3 2,1 -0,7 3,6 6,9 1,8
Food 6,6 55 1,2 3,7 3,6 1,5 3,9 2,7
Durable Consumer Goods 12.7 15.9 83 11 97 51 6.1 21
Semi- Durable Consumer

Goods and Non- Durable

Consumer Goods 11,8 30,3 19,8 1,0 -3,6 9,1 20,2 2,2
Energy-Transportation-

Communication 3,2 5,6 2,6 3,6 4,0 1,5 3,8 3,0
Services 5,5 6,8 3,9 6,0 4,0 31 5,2 41
House Property 20 2,1 2,2 23 24 24 21 24

Source: Turkish Statistical Institute
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Chart 1.3.1-1: Private Final Consumption Expenditure Acceleration
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Having analyzed the real development of household consumer loans, it is
observed that total loan expansion rate which was 100% annually during 2003-
2005 decelerated relatively in 2006 due to national and international
developments; and maintained deceleration tendency in the first half of 2007.
However, an increase was observed in household consumer loans in the third
quarter of the year in parallel with the development in private consumer
expenditures. What is noteworthy in this period is that the share of credit card
debts within consumer loan composition continue to decrease and that it
decreased by 15.6% in September 2007 from about 20% in February 2007.
Consequently, relative share of consumer loans continued to increase and
amounted to 82.9% from 70% in end-2004.

Chart 1.3.1-2: Consumer Loans / Private Consumption and Household Debt
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The ratio of household liabilities to household usable income increased since
2003 and total liabilities including consumer loans and non-performing loans
relating to these loans reached to 26% of household income. However, as of the
second half of 2006, gross domestic product and demand developments,
financial market deepening and variation indicators designate that the increase
rate of consumer loan turned into a more slow increase tendency in the short run.
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Chart 1.3.1-3: Ratio of Liabilities to Disposable Income and Financial Assets
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Household financial liability portfolio which grew by 5.3% and 7.9% in real terms
in 2005 and 2006, respectively, increased by 3.4% in January-September 2007.
While the real increase in savings deposit, participation fund and current
accounts total continue; components of currencies in circulation and public
securities stock continued to decrease.

The increase in the household financial leverage ratio (household liabilities to
assets ratio) kept continued in 2007 too. The ratio of liabilities including interest to
financial assets increased by 4.2 points when compared to end-2006 and was
realized as 32% as of September 2007.

Chart 1.3.1-4: Household Financial Leverage Ratio
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1.3.2. Sector of Companies

1.3.2.1. Growth and Production

As it was mentioned in Growth, Production, Employment section, domestic
demand experienced a relative deceleration period in 2007, upon the influence of
tight monetary policies being implemented as of the second half of 2006.
However, domestic demand due to the increase in consumption demand
especially after the elections increased again depending on the development in
interest rates as of the third quarter of the year. When national income is
analyzed through production, it is observed that real decrease in agricultural
added value is determining basically in the third quarter of the year. Decrease in
agricultural production influenced the other sectors and decelerated the
production increase rates generally.

Chart 1.3.2-1: Growth Rates by Main Sectors
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However, having analyzed the seasonal adjusted series, manufacturing industry
production index kept a steady increase, as mentioned in previous sections. As of
October 2007, capacity utilization rates in manufacturing industry amounted to
83% (seasonal adjusted ratio 82.7%).

Company Demography

In addition to the high growth continued since 2002, the fact that Turkey has
entered into full membership procedure with EU and eventually become an
economy to which international capital is interested in increases the value of
Turkish companies, accompanied by the economic and political stability
procured. Moreover, as a result of factors such as steps taken within the scope of
improving investment environment, measures for real sector from financial sector
like Istanbul Approach and Anatolian Approach, the number of companies
founded in Turkey increased resolutely. This tendency, continued in spite of the
global fluctuations. According to TSI data, it is observed that 45.524 (net 37.734)
companies started operating as of end-October 2007.
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Chart 1.3.2-2: Number of Companies Opened and Closed
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Outsourcing

Increase in international financing opportunities and strong domestic demand in
2000s caused the borrowing of private sector increase rapidly. Total foreign debt
stock amounted to USD 226.4 billion as of end-June 2007. 61.2% (USD 138.5
billion) of this stock belongs to private sector. 26.6% of private sector debts
composed of short-term debts, while the remaining 74.4% was long-term debts.

Chart 1.3.2-3: Private Sector Foreign Debt Indicators
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The share of debts belonging to sectors excluding financial sector within private
sector debt stock was about 63.9 (USD 88.6 billion). Real sector total debt stock
increased about three times as of June 2007 from USD 31.3 billion in 2000.
Within total private sector borrowing, financial institutions have a share by 38.6%.
The amount mentioned is USD 52.2 billion in end-June 2007; 80% of this amount
is bank borrowing by USD 41.5 billion.
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Protested Bills and Bad Cheques

Having analyzed the data on protested bills and bad cheques displaying the
performance of sector of companies and financial market risks for this sector as
well, it is observed that the number of unpaid bill and bad cheques increased
suddenly in 2005 and increased in 2006 too. As of end-September 2007, it is
observed that the number of bad cheques decreased when compared to the end
of the previous year, while the increase in the number of protested bills slowed
down. The increase in protested bills and bad cheques are roughly due to
buoyant economic activity and the increase in transaction numbers, while there is
no negative development in other credit risk indicators. Moreover, relative
improvement in domestic demand in the third quarter of the year assists to limit
the number of protested bills and bad cheques. In addition to this, the fact that
sharp tightness in monetary policy decreased relatively in the second half of 2006
softened the pressure on payment instruments.

Chart 1.3.2-4: Protested Bills and Uncovered Cheques
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2. FINANCIAL SECTOR ASSESSMENT

2.1. General Outlook of the Financial Sector
2.1.1.Asset Size of the Financial Sector

As of September 2007, asset size of the Turkish finance system including the
CBRT increased by 8,7% when compared to the end of previous year, to TRY
726,8 billion. When compared with the previous periods; although the growth
tendency slowed down in Turkey economy in the first three quarters of 2007, by
thanks to the relative high growth performance mainly in financial leasing,
banking sector and investment partnerships, it is observed that there existed a
more rapid growth tendency in whole financial sector than general economic
activity. In the same period, when national income is considered by ratio, it is
seen that the ratio of total assets of Turkish finance sector to Gross Domestic
Product is 116,3% and the ratio of the assets of banks to the above-mentioned
size is about 87%. Relative structural weight of banking sector in finance sector
is continuing and 74,8% of total assets of finance sector is composed of banking
sector assets as of September 2007. In addition; the share of financial leasing,
factoring and consumer financing companies which are the main institutions of
non-bank financial sector is realized about 3,1% in the said period. Therefore,
when compared by asset size, 77,9% of the financial sector is under the primary
duty field of the BRSA.

Asset Size of the Financial Sector

Asset /

GDP
(%)

(Sep.

(TRY Billion) 2002 2003 2004 2005 2006 Mar.07 Jun.07 Sep.07 2007)
CBRT 74,1 76,5 74,7 90,1 104,4 112,6 109,2 108,2 17,3
Banks 216,7 255 313,8 406,9 499,5 5153 533,7 5435 87,0
Financial Leasing Companies 3,8 5 6,7 6,1 10,0 10,5 11,4 12,2 2,0
Factoring Companies 2,1 2,9 4,1 53 6,3 59 6,6 6,8 11
Consumer Fin. Companies 0,5 0,8 15 25 3,4 3,3 3,4 3,6 0,6
Insurance Companies (1) 54 7,6 98 144 174 185 19,6 19,6 3,1
Retirement Companies 0,0 3,3 4,2 5,7 7,2 7,2 9,2 9,2 15
Securities Intermediation Ins. (1) 1,0 1,3 1 2,6 2,7 3,4 3,5 3,5 0,6
Securities Investment Associations 0,1 0,2 0,3 0,5 0,5 0,6 0,5 0,6 0,1
Securities Investment Funds 93 199 244 294 220 253 24,6 24,9 4,0

Real Estate Investment

Associations 1,1 1,2 14 2,2 2,5 2,6 2,7 3,9 0,6

Total 314,1 370,4 437,7 560,0 668,6 698,0 7151 726,8 116,3

Source: BRSA, CBRT, Turkish Treasury, CMB, Association of the Insurance and Reinsurance Companies of Turkey,
Association of Capital Markets Intermediary Institutions of Turkey, Turkish Statistical Institute

(1) June 2007.

GDP is turned into annual data by aggregating the last four quarters. CBRT data is obtained from the CBRT analytical balance-
sheet.

2.1.2.Performance Indicators of the Financial Sector

Total profit of the finance sector is about TRY 12,8 billion as of September 2007
and 92% of this amount is from banking sector. Institutions operating in Turkish
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finance sector have been in a growth tendency due to the macroeconomic
environment which has recovered significantly since 2002 with the structural
reforms and financial stability. Besides the increase in total asset size by also the
impact of the increase in domestic demand, profitability of financial institutions is
also in a positive movement.

Term Profit of the Institutions in Financial sector

(TRY Billion) 2002 2003 2004 2005 2006 Sep.07
Banks 2,90 5,61 6,45 5,96 11,50 11,80
Financial Leasing Companies 0,07 0,58 0,12 0,26 0,38 0,28
Factoring Companies 0,06 0,16 0,13 0,23 0,49 0,20
Consumer Financing

Companies 0,02 0,06 0,04 0,05 0,05 0,04
Insurance Companies (1) 0,28 0,27 0,38 0,35 0,24 0,36
Securities Intermediary Ins. (1) 0,10 0,14 0,12 0,27 0,19 0,15
Total 3,41 6,82 7,24 7,12 12,8 12,8

Source: BRSA, Turkish Treasury, CMB, Association of the Insurance and Reinsurance Companies of Turkey, Association of
Capital Markets Intermediary Institutions of Turkey

(1)June 2007. Includes the member institutions of Association of the Insurance and Reinsurance Companies of Turkey,
Association of Capital Markets Intermediary Institutions of Turkey

2.1.3.Investment Preferences of Domestic Residents and Residents Abroad

Total portfolio size belonging to domestic residents increased to TRY 436 billion
as of September 2007. When the distribution of the portfolio is observed, it is
seen that deposit and investment funds collected by participation banks
comprises 72,2% of total portfolio. In the same period, the share of Government
Securities held by domestic residents in total portfolio is 12,4% while the shares
of stock investments and investment funds are 7,1% and 5,7%, respectively.
When compared to June 2007 period, preferences for repo and precious metals
accounts decreased on nominal basis significantly (34,4% and 42,1%
respectively). As of September 2007, the fact that Turkish currency continued to
gain value against USD had impacts on savings behavior of domestic residents in
favor of TL deposit. TL deposits increased while FX deposit decreased in this
period.

Investment Preferences of Domestic Residents

2007/09 2007/06-
Distribution ~ 2007/09

(TRY Billion) 2005 2006 2007/03  2007/06 2007/09 % Change %
TRY Deposit 141.716 168.943 174.410 185.419 192.170 44,1 3,6
FX Account 82.128 108.754 111.297 111.561 109.277 25,1 -2,0
Precious Metal Accounts 96 250,07 241 240 139 0,0 -42,1
Funds Collected from

Participation Banks 8.369 10.788 11.405 12.642 13.130 3,0 3,9
GS 55.276 55.781 55.297 51.547 54.099 12,4 5,0
Eurobond 5.348 5.413 5.244 4.880 4597 1,1 -5,8
Investment Funds 29.374 22.012 25.336 24.575 24.925 57 1,4
Repo 1.486 2.202 1.932 3.273 2.148 0,5 -34,4
Retirement Investment

Funds 1.219 2.821 3.201 3.746 4.117 0,9 9,9
Stocks 23.020 26.256  25.752 27.064 31.093 7,1 14,9
Total 348.032 403.220 414.115 424.947 435.695 100,0 2,5

Source: BRSA, CMB, ISE, CBRT, Central Registration Agency
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Portfolio investments of residents abroad increased by USD 37 billion when
compared to the end of previous year and realized as USD 101,4 billion as of
September 2007. This increase is due to the increase in GS and stock
investments of residents abroad as they continued to rely on Turkish economy as
the effects of the fluctuation experienced in May and June 2006 decreased. Thus,
stock placements by 64,1% and GS by 30,7% have the biggest share in total
investment preferences of residents abroad as of September 2007.

Investment Preferences of Residents Abroad

2007/09 2007/09-
Distribution ~ 2007/06

(USD Million) 2005 2006  2007/03 2007/06  2007/09 % Change %
Stock 33.483 35.083 42.476  49.840 64.949 64,1 30,3
GS 17.528 24512 27.171  31.949 31.139 30,7 -2,5
Eurobond 634 555 554 543 405 0,4 -25,4
Deposit 3.434 4.186 4.199 4.708 4.895 4,8 3,7
TOTAL 55.079 64.336  74.400  87.040 101.388 100,0 16,5

Source: BRSA, CMB, ISE, Central Registration Agency
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2.2. Banking Sector

Data in this section is formed by consolidating the individual data belonging to
banks.

2.2.1.Market structure

2.2.1.1. General View

Banking sector continues to grow in the third quarter of 2007. Access
opportunities to services granted by the sector increase. Total number of
branches is 7.856; number of ATMs is 21.342 and the number of POS is 1.465.

Structural Indicators of Banking

2002 2003 2004 2005 Dec.0 Mar.07 Jun.07 Sep.0

Number of Banks 59 55 53 51 50 50 50 50
State Banks 3 3 3 3 3 3 3 3
Private Banks 20 18 18 17 14 13 13 13
SDIF 2 2 1 1 1 1 1 1
Foreign Banks 15 13 13 13 15 16 16 16
Development and Investment Banks 14 14 13 13 13 13 13 13
Participation Banks 5 5 5 4 4 4 4 4

Number of  Deposit  Accounts g7993 78790 80.087 82.958 86.131 85.408 89.329 89.636

ll\l_lljmber .f)f Participation  Accounts 1.202 1.414 1.431 1526 1.624

Number of Total Loan Customers 15784 18707 25.168 29.153 30.685 30.555 29.493 32.326

Number of Branches 6.203 6.078 6.219 6.537 7.296 7.431 7.654 7.856
Deposits Banks 6.169 6.046 6.186 6.220 6898 7.023 7.234 7.410
Development and Investment Banks 34 32 33 25 42 40 40 42
Participation Banks 292 356 368 380 380

Number of Personnel 124.00 124.03 127.94 138.72 150.79 153.64 156.74 162.95
Deposit Banks 118.32 118.60 122.50 127.85 138.42 140.72 14315 148.59
Development and Investment Banks 5.688 5.427 5.352 5.126 5.255 5.348 5.372 5.356
Participation Banks 5.747 7.112 7.563 8.219 8.676

Number of ATMs 12.035 12.726 13.556 14.836 16.513 16.888 21.183 21.342

Number of POS (Thousand) 662 912 1.141 1283 1.299 1.400 1.465

Source: BRSA, BCC
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Capital Structure in Turkish Banking Sector

September 2007 i . . o
Public, Private and Foreign Distribution of Shareholders (%)

;h?—r;m B}Z':PIIC SiEe Eﬁg?ée(%) Foreign Share (%)

Assets q o
Bank (%) Ehcg?grﬂ?nal E %?Penqe Total (**)
ABN AMRO BANK 0,2 0,0 0,0 100,0 0,0 100,0
ADABANK 0,0 100,0 0,0 0,0 0,0 0,0
AKBANK T.A.S. 11,8 0,0 52,1 21,0 27,9 48,9
ALTERNATIFBANK 0,4 0,0 98,9 0,0 1,1 11
ANADOLUBANK A.S. 0,6 0,0 100,0 0,0 0,0 0,0
ARAP TURK B. 0,1 15,0 20,0 65,0 0,0 65,0
BANCA DI ROMA 0,0 0,0 0,0 100,0 0,0 100,0
BANK MELLAT 0,0 0,0 0,0 100,0 0,0 100,0
BANKPOZITIF KREDI VE KALKINMA BANKASI A.S. 0,2 0,0 42,5 57,6 0,0 57,6
BIRLESIK FON BANKASI A.S. 0,2 100,0 0,0 0,0 0,0 0,0
CALYON BANK T.AS. 0,1 0,0 0,0 100,0 0,0 100,0
CITIBANK 0,9 0,0 0,0 100,0 0,0 100,0
CALIK YATIRIM 0,0 0,0 100,0 0,0 0,0 0,0
DENIZBANK 2,4 0,0 0,0 99,8 0,2 100,0
DEUTSCHE BANK A.S. 0,3 0,0 0,0 100,0 0,0 100,0
DILER YATIRIM 0,0 0,0 100,0 0,0 0,0 0,0
FINANSBANK A.S. 3,5 0,0 9,7 89,7 0,7 90,4
FORTIS BANK A.S. 1,7 0,0 2,1 94,1 3,8 97,9
GSD YATIRIM B. 0,0 0,0 100,0 0,0 0,0 0,0
HABIB BANK 0,0 0,0 0,0 100,0 0,0 100,0
HSBC BANK 2,2 0,0 0,0 100,0 0,0 100,0
ILLER B. 1,0 100,0 0,0 0,0 0,0 0,0
JP MORGAN CHASE BANK 0,0 0,0 0,0 100,0 0,0 100,0
MERRILL LYNCH 0,0 0,0 0,0 100,0 0,0 100,0
MILLENIUM BANK 0,2 0,0 0,0 100,0 0,0 100,0
NUROL YATIRIM B. 0,0 0,0 100,0 0,0 0,0 0,0
OYAKBANK 2,2 0,0 100,0 0,0 0,0 0,0
SOCIETE GENERALE 0,1 0,0 0,0 100,0 0,0 100,0
SEKERBANK 1,0 0,0 52,3 34,0 13,7 47,7
T.C.ZIRAAT B. 14,2 100,0 0,0 0,0 0,0 0,0
T.EKONOMI B. 2,0 0,0 43,4 42,1 14,5 56,6
T.GARANTI B. 10,9 0,0 28,2 25,5 46,3 71,8
T.HALK B. 7,0 75,0 2,4 0,0 22,6 22,6
T.iS BANKASI 14,1 0,0 78,8 0,0 21,2 21,2
T.KALKINMA B. 0,1 99,1 0,9 0,0 0,0 0,0
T.SINAI KALKINMA B. 0,8 14,2 53,1 51 27,5 32,7
T.VAKIFLAR B. 7.4 58,6 18,5 0,0 22,8 22,8
TAIB YATIRIM BANK 0,0 0,0 1,0 99,0 0,0 99,0
TAKASBANK IMKB 0,2 0,0 90,1 9,9 0,0 9,9
TEKFENBANK A.S. 0,4 0,0 6,8 93,2 0,0 93,2
TEKSTIL BANKASI A.S. 0,5 0,0 89,4 0,0 10,6 10,6
TURKISH BANK 0,1 0,0 94,2 58 0,0 58
TURKLAND BANK A.S. 0,1 0,0 9,0 91,0 0,0 91,0
TURK EXIMBANK 0,8 100,0 0,0 0,0 0,0 0,0
WESTLB AG 0,1 0,0 0,0 100,0 0,0 100,0
YAPI VE KREDI B. 8,8 0,0 47,9 40,1 12,0 52,1
ALBARAKA TURK KATILIM BANKASI A.S. 0,6 0,0 26,2 61,9 11,9 73,8
ASYA KATILIM BANKASI A.S. 1,0 0,0 68,2 0,0 31,8 31,8
KUVEYT TURK EVKAF FINANS KURUMU A.S. 0,7 0,0 19,8 80,2 0,0 80,2
TURKIYE FINANS KATILIM BANKASI A.S. 0,9 0,0 100,0 0,0 0,0 0,0
Total (%) 1000 26,0 344 228 16,9 39,7

@) share excluding the shares of foreigner (proportional and stock market) and public (Turkey) and including the shares of stock market not held by
real persons, foundations, supplementary funds, foreign residents and similar shareholders.

(*)Proportional Calculation = (foreign share ratio in the bank * bank’s assets) / total assets of the sector
(**)Total = Proportional calculation + stock market shares.

Note: The distribution of the stock market shares is as of June 2007. The banks permission process of which relating to takeover in BRSA is over are
used to find the proportional shares.

Source: BRSA (HS200AS), CRA, Data from Banks. The monthly data is temporary; there may be some mistakes emanating from rounding off and
differences between information sources.

Relating to the ownership and capital structure in the Turkish banking sector, an analysis has been made alternatively to the distribution by majority
shareholding used within the framework of BRSA-BRS (Banking Reporting System), based on the portion of shares, the shares open to public also
considered. In this analysis, additionally to the BDDK-BRS HS200AS form which the banks declare to BRSA within the scope of their reporting, the
information provided from the banks and the data from Central Registry Agency for the stock market shares are used. Within this scope, the rates
presented here are different from the capital shares presented within the other parts of the report, in accordance with the character f the analysis.

Pursuant the analysis made within this framework, and the asset sizes of September 2007, in the Turkish banking sector, the share of “public” capital
is 26,0% and the share of “private” capital is 34,4%. On the other hand, according the calculations made regarding the banks stock transfer process
of which is over in the same period and considering the new foreign capital investments made in different rates, the proportional share of the foreign
capital in the Turkish banking system is 22.8%. When the stocks held by foreign residents (16.9% stock market shares) are added to this ratio, the
total foreign capital share becomes 39.7%. Furthermore, in the case that 100% of Oyakbank sales processes of which are announced to the public
and 60% of Turkiye Finans Katilim Bankasi is transferred to the control of foreign capital, above-mentioned foreign capital proportional share will
increase to 25,6%. When stock market shares are added to this ratio, “total foreign capital” share may increase to 42,5%.
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2.2.2.Performance Indicators

Financial Deepening

The high increasing tendency seen within the period of 2002-20025 in financial
deepening indicators which are expressed as the fundamental grandeurs of the
banking sector to national income ratio, began to slowdown as of 2006. As of
September 2007, there are no important variations in the deepening indicators
comparing to previous period. As of the mentioned period, the rate of total
assets/GDP is 87.0%.

Chart 2.2.2-1: Financial Deepening
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Financial Soundness

When the development of financial soundness indicators which are built to follow
up the possible fragilities of the banking sector as well as its strengths are
observed, it is seen that the banking sector has a high level of capital adequacy
ratio and that it operates with a CAR which is notably above the legal limits and
that its free capital is increasing. In fact, by September 2007, the sector's CAR is
realized as 19.4% which is above the minimum of 8% accepted internationally.
Within the previous period, the amount subject to operational risk was taken into
account in capital adequacy calculations, consequently, the CAR decreased to
18.7%, but recently, it re-entered to an increasing tendency. On the other hand,
even though the speed of economic growth started to slowdown within the first
part of 2007, the non-performing loans to gross loans ratio, which is an important
indicator of asset quality, reduced within the last quarter. The reduction in the
banks’ non-performing loans is an important indicator about the sector’s risk
management quality. Additionally, the positive conduct of profitability indicators
kept continuing within the third quarter of 2007, the share of 45 banks which
realized profits within total assets kept its level of 99.6%.
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Table 2.2.2-1: Financial Soundness Indicators of the Banking Sector

(%) 2005 Mar.06 Jun.06 Dec.06 Mar.07 Jun.07 Sep.07
Capital Adequacy Standard Ratio 23,7 23,1 18,4 22,3 22,2 18,7 19,4
Main Capital/Risk Weighted Assets 24,3 23,2 20,2 21,6 214 20,7 21,3
Free Capital/Total Own Funds 65,7 67,0 63,4 72,6 73,5 73,6 75,4
FX Net General Position /Own Funds -0,2 -1,6 -1,2 0,5 -1,3 -1,2 01
NPLs/Gross Loans 4,8 4,5 3,8 3,8 3,9 3,9 3,6
Personal Loans /Total Loans 31,1 32,0 31,6 32,3 314 31,2 32,9
Banks Realizing Profits/Total Banks 45/51  41/51 35/51  41/50  44/50  45/50  45/50
Assets of Banks Realizing Profits/Total 93,9 99,1 92,2 99,4 99,3 99,6 90,6
After-Tax Asset Profitability (ROA) 1,7 1,7 1,7 2,5 2,5 2,9 25
After-Tax Own Funds Profitability (ROE) 10,9 11,4 13,1 19,2 20,6 23,5 20,5
Net Interest Income After Provision/Total

Gross Income(1) 30,8 27,4 26,0 26,9 26,7 26,2 26,8
Non-Int(_erest Income/Non-Interest 52,0 79,4 101,8 79,3 71,1 80,9 75,2

(1) Total Gross Income= Interest Income +Non- Interest Income

Productivity Indicators

The total operating expenditure to total income ratio in banking sector which
tended to decrease within the first half of year, started to increase by the third
quarter. With the increases of economic activity and branch number, the number
of personnel within the sector increased by 3.9% within the third quarter of year,
but a minor decrease is observed in the share of personnel expenditure within
total operating expenditure. As a result of the more effective fulfill of
intermediation function and the sustenance of policies related to increase the
income and financial product diversity, the commission income of the sector have
become capable to cover more than the half of operating expenditure. It is
expected that this tendency will contribute to maintaining the profitability in the
sector. Additionally, the interest income weighted structure of total income in the
sector keeps increasing.

Table 2.2.2-2: Banking Sector Productivity Indicators

% 2005 Mar.06 June.06 Dec.06 Mar.07 June.07 Sep.07

Total Operating Expenditure/Total Income(1) 65,5 51,1 45,8 50,4 48,7 47,3 48,6
Personnel Expenditure/Total Operating

Expenditure 28,9 35,8 35,4 36,0 38,4 39,5 39,3
Commission  Income  /Total  Operating

Expenditure(2) 35,5 45,6 45,6 46,0 50,0 51,2 50,7
Net Interest Income/Total Income 64,8 58,5 51,5 58,7 64,0 60,8 62,3

(1)Total Operating Expenditure = Non- Interest Expenditure-General Provision; Total Income= Net Interest Income +Non-
Interest Income

(2)Commission Income = Commission from Loans + Banking Services Income

Banking Sector Capacity Indicators

The capacity indicators of banking sector were composed based on the
evolutions of fundamental sizes per bank, personnel, branch and person. Within
this context, the increase of fundamental sizes per bank within the sector shows
that the capacity is increasing.
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Table 2.2.2-3: Capacity Indicators

2005 Mar.06 June.06 Sep.06 Dec.06 Mar.07 June.07 Sep07

Assets per Bank (TRY Million) 7.979 8288 9.167 9.288 9.993 10.305 10.677 10.870
Branches per Bank 129 131 137 139 146 148 152 157
Working Personnel per Bank 2720 2.750 2.857 2907 3.016 3.068 3.134 3.259
ATM per Bank 291 295 304 314 330 338 424 427
Asset per Branch (TRY Million) 62,0 63,1 66,9 66,6 68,5 69,6 68,0 69,2
Number of Personnel per Branch 21 21 21 21 21 21 21 21
Person per Bank (1000) 1413 1417 1422 1426 1459 1466 1514 1.563
Person per Branch 10.972 10.795 10.376 10.227 10.002 9.909 9.946 9.983
Person per One Bank Personnel 519 515 498 491 484 478 477 476

Banking Sector Performance Index

The developments occurred in the Banking Regulation and Supervision Agency
Performance Index (BDDK-PE), built to monitor the performance of the banking
sector within the third quarter of 2007 are evaluated below.

BDDK-PE completed the years 2004, 2005 and 2006 above the year 2003
which is the base period. The Index maintained its tendency to increase
within the third quarter of 2007, despite the decrease of profitability
component.

The sector’'s own funds adequacy increased within the third quarter of 2007
comparing to previous quarter, similarly to the increase of the amount of own
funds generally in the sector.

It is seen that the profitability which increased within the first two quarters
comparing to 2006 can not maintain this tendency within the third quarter of
2007. It is observed that the fact that the increase in period profits was low
comparing to the increase in own funds and assets caused the decrease
mentioned.

The asset quality component of the sector which maintained its positive
progress in 2006 within the first two quarters of 2007 too, kept its stable
conduct also within the third quarter of 2007. Dependently to the expansion
of loan portfolio, the continuation of the increase of the loans/deposit ratio
was effected on the asset quality to reach its top level since now in
September 2007.

A major increase is occurred in the exchange rate risk of the index within the
third quarter of 2007 comparing to previous period. What mattered the most
in this increase is that the FX net general position was realized in a very low
level.

Within the third quarter of year, the performance index value of private banks
increased comparing to previous quarter. In this increase, the increases
occurred in components other than profitability component was effective. The
performance index value of state banks kept their stable value.
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Chart 2.2.2-2: Banking Sector Performance Index
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Table 2.2.2-4: Banking Sector Performance Index

Exchange Rate

Pl Liquidity Own Funds Risk Profitability Asset Quality
Dec./2003 100,0 100,0 100,0 100,0 100,0 100,0
Dec./2004 100,2 100,2 99,5 100,1 99,8 101,2
Dec./2005 100,1 100,8 99,4 99,8 98,7 102,2
Dec./2006 100,7 100,5 99,4 100,1 100,4 103,0
Mar./2007 100,7 100,5 99,6 99,1 101,1 103,0
June/2007 101,0 102,3 99,3 99,2 101,9 103,1
Sep./2007 101,2 102,4 99,8 99,8 101,4 103,2

Developments in the Intermediation Costs

In the table below, the intermediation costs of banking sector as of the third
quarter of 2007 are analyzed. No major variations have occurred within this
period comparing to previous period. The interest margins decreased slightly
more than the total loan costs in customers, consequently the share of public
liabilities within loan costs kept their stable conduct and they realized as 22.3%.

Table 2.2.2-5: Developments in the Intermediation Costs

June07 Sep.07

(%) Dec.05 Sep.06 Dec.06 Mar.07
(a) Net Interest Paid to Depositor (c-b) 16,6 19,9 19,7 19,7
(b) Tax Paid by Depositor (point) 3,6 3,5 3,5 3,5
(c) Interest Paid by Bank 20,2 23,4 23,2 23,1
(d) Public Burden on Deposit (point) 12 12 12 12
(e) Loan Interest Rate (c+d) 214 24,7 24,4 24,3
() Taxes Paid by Loan Customer (point) 0,7 1,0 1,0 1,0
(g) Total Loan Cost on Customer (e+f) 22,1 25,7 25,4 25,3
(h) Interest Margin (point) (g-a) 55 5,8 57 57
(i) Public Burden Share within Total Loan Cost (h/g) 250 224 224 22,3

19,0
3,4
22,4
1,2
23,6
0,9
24,5
55
22,3

19,0
3,4
22,4
1,2
23,6
0,9
24,5
55
22,3

(a) Net interest rate left to the customer after the deduction of public burdens in the mentioned periods.
(b) Public burdens taken as income tax stoppage in saver.

(c) TRY deposit interest rate with 1 one maturity given to depositor yearly by Bank in the mentioned month.

(d) Public qualified payments collected by bank from depositors composed of SDIF premiums on funds, participation share to

BRSA expenditure, and statutory provision liabilities.

(e) At-par loan interest rate calculated by bank by considering that profit and operational expenditure margins as nil.
(f) The cost decreasing effect of deduction of Banking and Insurance Transaction Tax and taxes considered as expenditure from

tax assessment is taken into consideration.
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2.2.3.Analysis of Financial Statements®

Fund Flow

When the fund flow table of June-September 2007 is analyzed, it is seen that
within this period, a fund flow of TRY 19.4 billion was realized to the banking
sector. 23% of the increase in funds was provided in deposit and 26% in own
funds. On the contrary to the deposit weighted structure observed within previous
periods, it is seen tin the last quarter hat the increase in own funds is bigger than
the increase in deposit. Again in the same period, a fund of TRY 3.9 billion was
provided by collecting the receivables from banks.

85.7% of the funds provided were invested on new asset items. The fund used in
financing loans is 72% of the funds provided. 14.3% of the funds were used to
pay the liabilities.

Among the funds provided within the mentioned period, only TRY 904 million was
transferred to the securities portfolio, which is 4.7% of total change.

Table 2.2.3-1: Banking Sector Fund Transfers

June-September 2007 Fund Transfers — TRY Million

Total % Total %
Active Reductions 16.603 85,7 Active Increases 6.790 35,1
Receivables from banks
Loans (including CBRT, Monetary
13.951 72,0 Markets) 3.871 20,0
Securities Portfolio(net) 904 4,7 Statutory Provisions 1.169 6,0
Interest and Income Assessment
Other Assets 970 5,0 and Rediscount 1.686 8,7
Subsidiaries (net) 322 1,7 Financial Leasing Receivables 30 0,2
Non- Performing Loans (Net) 55 0,3 Fixed Assets (Net) 34 0,2
Cash Values 128 0,7
Other Receivables 273 1,4
Passive Reductions 2.767 14,3 Passive Increases 12580 64,9
Loans Granted 1.851 9,6 Deposit 4430 22,9
Other Debts 875 4,5 Own Funds 5119 26,4
Subordinated Notes 41 0,2 Other Liabilities 791 4,1
Interest and Expenditure
Rediscount 1.366 7,1
Premium excluding the paid tax
rediscount 180 0,9
Provisions 634 3,3
Funds 56 0,3
Financial Leasing Debts 4 0,0
Total 19.371 100,0 Total 19.371 100,0

! Information in this section is presented in order to summarize the developments in general balance sheet structure. More detailed
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Balance Sheet

As of September 2007, the fundamental sizes related to banking sector are given
in the table below. Accordingly, the banking sector grew by 1.8% within the last
quarter. It is seen that in parallel with stability of macroeconomic environment and
other positive developments in other economic indicators, the banking sector
changes its asset structure which was for financing the public sector into a
placement structure which is for financing companies and household. In fact,
within recent years, within the asset structure of sector, the share of securities is
decreasing while the share of total loans is increasing.

Table 2.2.3-2: Banking Sector Fundamental Balance Sheet Sizes

Share in
TRY Billion 2006 Mar.07 June07 Sep.07 Balance Sheet
Sepl.07
Assets
Receivables from Cash Value, Banks, CBRT and 448 575 606 56,8 105
Monetary Markets
Securities 158,9 165,6 166,8 166,5 30,6
Net NPL 0,9 1,0 1,2 1,2 0,2
Loans 219,0 230,3 247,5 261,4 48,1
Affiliates, _SubS|d|ar|es, and Jointly Controlled 9.2 9.6 9.8 101 1,9
Partnerships
Other 66,9 51,3 48,0 47,5 8,7
Total 499,7 515,3 533,7 543,5 100,0
Liabilities
Deposit (Funds Collected) 307,6 319,5 331,9 336,3 61,9
Debts to Banks(including Monetary Markets, CBRT) 70,9 67,3 67,9 66,1 12,2
Own Funds 59,5 64,2 66,4 71,6 13,2
Other 61,6 64,2 67,6 69,5 12,8
Total 499,7 515,3 533,7 543,5 100,0

Additionally, 68.2% of the total assets of banking sector and 65.4% of total
liabilities are TL.

Chart 2.2.3-1: TL-FX Assets and Liabilities
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Securities Portfolio

As of the third quarter of 2007, the stable conduct in the banking sector Securities
Portfolio composition is still continuing, and it is seen that the public borrowing
bonds maintain their weighted structure within the portfolio. While 59.3% of the
securities portfolio is at variable interest, 40.4% are at fixed interest. 0.3% of the
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portfolio is composed by securities of which its yields are not dependent on
interest rate.

Table 2.2.3-3: Distribution of Securities Portfolio by Types

Sep.07
Distribution

TRY Billion Dec.05 June06 Dec.06 Mar.07  June07 Sep.07 %
Public Borrowing Bonds 139,9 156,8 152,7 164,0 161,9 162,1 97,3
- Government Bonds 117,4 133,9 132,9 139,5 139,5 141,0 84,7
-Treasury Bills 3,3 2,3 0,4 0,9 0,3 0,2 0,1
-FX Indexed Bonds 5,2 1,6 1,6 1,5 15 1,2 0,7
-Eurobond 14,1 18,8 17,8 22,1 20,4 19,7 11,8
Stocks 1,0 0,6 0,3 0,4 0,5 0,5 0,3
Investment Bond Participation
Documents 1,6 0,3 0,3 14 14 0,0 0,0
(TRY Million)
P7L partnerships documents
Exported from Abroad (TRY Million) 20 2.4 2.1 2.1 2.6 2.4 0.0
Other 1,9 2,0 5,6 2,5 1,6 1,6 2,4
Total Security 143,0 159,4 158,9 166,9 165,5 166,5 100,0

Loans

Within the third quarter of 2007, the total loan volume of banking sector increased
by 5.6% to TRY 261.4 billion comparing to previous quarter. In parallel with the
increase of financing need of real sector and household, the rapid increase in the
share of loans within total assets is still continuing. In fact, in December 2005 the
mentioned share which was 38.4% increased to 48.1% as of September 2007. In
this increase, the increase by 1.7 points of the share of loans opened especially
by deposit banks within total assets was effective. Consequently, these
developments show that the sector keeps maintaining its tendency to fulfill their
intermediation function. Within this scope, the deposit to loan ratio kept
increasing within the third quarter of 2007 and reached nearly to 78%. The share
of TL loans kept increasing, the share of TL loans within total loans which was
75.1% within the second quarter of 2007 increased to 76.1% within the third
quarter.

Chart 2.2.3-2: Share of Loans within Total Assets and Deposit by Groups
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When the loan volume is analyzed by types, it is seen that as of September 2007,
there was no big change comparing to previous period; only the personal loans
are slightly changing and that while the share of credit cards is decreasing, a little
increase in the share of consumer loans is observed.

Chart 2.2.3-3: Distribution of Loans by Types
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When the variation indexes related to total and personal loans extended by
banking sector is analyzed, it is seen that since 2002 until September 2007, in
parallel with the growing economy, both personal and commercial and corporate
loans increased rapidly. Especially personal loans have followed a fast increase
since 2002. When the increasing speed of personal loans by types is observed, it
is seen that the fastest increase was the one of housing loans. While credit cards
follow a stable conduct, a little decrease occurred in vehicle loans as of 2005.

Chart 2.2.3-4: Variation Indexes of Total and Personal Loans
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When the distribution of personal loans are analyzed by banking groups, it is
seen that among TRY 83.7 billion personal loan extended by deposit banks,
21.6% are extended by state banks; 19.7% by foreign banks and 58.7% by
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private banks. The highest NPL ratio in personal loans is in private deposit banks
with 3.6%. In state deposit banks, a more prudent approach is observed for
personal loans management.

Table 2.2.3-4: Distribution of Personal Loans by Banking Groups

TRY Billion 2004 2005 2006 2007/03 2007/06 2007/09
Deposit 26,44 45,52 67,16 70,35 77,17 83,70
-Public 5,37 8,73 14,21 15,39 16,75 18,11
-Foreign 2,73 5,58 12,82 13,66 15,06 16,48
-Private 18,34 31,21 40,13 41,3 45,36 49,11
Participation - 1,19 1,88 1,98 2,11 2,16
Development and Investment Banks 0,01 0,02 0,06 0,09 0,12 0,16

Table 2.2.3-5: NPL Ratio of Personal Loans by Banking Groups

% 2004 2005 2006 2007/03 2007/06 2007/09
Deposit 6,9 9,8 8,2 8,5 8,2 8,2
-Public 14 1,2 1,1 1,2 1.2 1,2
-Foreign 2,4 5,2 3,7 3,7 34 34
-Private 31 3,4 3,4 3,6 3,6 3,6
Participation - 53 6,8 7,6 7,1 5,7
Development and Investment Banks 0 0 4,1 2,8 1,2 1,8

As it can be seen in the table in which the variation of number of personal loan
customers since 2004 are given, the reflection of tight monetary policy and the
slowdown of domestic demand on personal loans, was realized as a decrease in
especially consumer loans. Additionally, what is interesting in the table is the
increase of the number of customers with NPL in every loan item within the last
quarter.

Table 2.2.3-6: Number of Personal Loans Customers

Number of Customer with NPL

Tg‘;‘::g‘:d 2004 2005 2006 2007/03 2007/06  2007/09
2007/03  2007/06 2007/09
Consumer 3.655 6309  6.855  7.819 8343  7.612 13,8 9.2 26,3
Housing 112 313 495 524 556 572 03 0,2 05
Vehicle 461 630 764 812 789 810 13 08 2,0
Consumer 2.624 4.765 3.852 4.188 4.598 4.518 8,1 54 14,2
Other 460 624 2006 2593  2.801  2.159 7.3 37 10,4
Credit
Cards 22533 24.909 25287 25483 26503 26949 63,1 54,4 65,0

It is seen that as of September 2007, the share of consumer loans within the
personal loans increased compared to previous period, and the share of credit
cards decreased. Within this period, the housing loans still has the biggest share
with 34.6%, they are followed respectively by personal credit cards with 28.9%,
consumer loans with 26.3%, and vehicle loans with 75. Within personal loans, the
item which grew fastest comparing to previous period is consumer loans with
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38% real growth. They are followed by housing loans with 22% and personal
credit cards with 10.8%. However the vehicle loans decreased to 14%.

Chart 2.2.3-5: Development of Personal Loan Volume
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Chart 2.2.3-6: Development of Credit Cards Debt Balance
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The effective consumer loan interest burden which is important for household
financing balance and which increased within the period of December 2006-
March 2007 and which returned to its old conduct before June 2006 in June 2007
continues its decreasing tendency as of September. The mentioned rate is in its
lowest level since today.

BRSA 56  Financial Markets Report/September 2007



Chart 2.2.3-7: Conduct of Consumer Loan Interest Burden
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The housing loans average interest rate which increased to the level of 1.99%
monthly in July 2006 is maintaining the tendency of average interest decrease.
As parallel to the decreasing tendency of interest rates, the monthly average
interest rate of housing loans decreased to 1.40% within the third quarter of 2007.
In the appearance of this decreasing tendency, the continuation of international
funding possibilities and strong competition in housing loan market were
effective. If the international finance markets maintain their stability, it is possible
that the decrease of interest rates would continue.

Chart 2.2.3-8: Conduct of Monthly Interest Rates for Housing Loans and
Credit Cards
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As of third quarter of 2007, no important changes happened in interest rates of
the credit cards. The average interest rate of credit cards is sustained in 4.80%.
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Chart 2.2.3-9: Share of Housing Loans within Total and Personal Loans
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With the contribution of macroeconomic indicators improved in 2005, the housing
loans made a rapid increase, and as of the second part of 2006 the increasing
speed reduced slightly. As of the third part of 2007, the share of housing loans
within total cash loans and personal loans increased respectively to 34.5% and
11.4%.

Table 2.2.3-7: Development of Housing Loans

Provision for
Housing Loans.
Incr. per Year-

Period Housing Loans End Share in Tot. Assets Share within Tot. Loans NP Housing Loans NPL rate * S.
TRY Million % % % TRY Mil. % TRY Mio.

Dec.02 460 - 0,2 0,9 11 2,3 4
Dec.03 786 70,9 0,3 1,2 10 1,2 5
Dec.04 2.631 2348 0,9 2,7 14 0,5 11
Dec.05 12.407 3715 3,1 8,4 16 0,1 13
Mar.06 17.039 37,3 43 11,4 20 0,1 13
June06 21.551 73,7 4,6 12,6 26 0,1 19
Sep.06 22.183 78,8 4,7 12,5 37 0,2 29
Dec.06 23.377 88,4 47 10,7 56 0,2 42
Mar.07 24.529 4,9 4.8 10,7 86 0,3 59
June07 26.960 15,3 5,0 10,9 119 0,4 79
Sep.07 29.730 27,2 55 11,4 160 05 109

* Gross NPL / (Performing Loans + Gross NPL)*100

The increase of housing loans extended within the third part of 2007, fastened
with the influence of decreasing interest rates. Within this period, the share of
housing loans within total assets amounted to 5.5%. In parallel with the
decreasing interest rates, it is expected that the increase in the demand and
offer in housing loans will keep continuing.
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Table 2.2.3-8: Development of SME Loans

- Number of Customers
TRY Billion (Thousand)
2006 Mar.07 JuneQO7 Sep.07 2006 Mar.07 June07 Sep.07 2006 Mar.07 June07 Sep.07
SME Loans 58,1 63,2 68,8 74,2 1554 1913 2.071 2172 265 27,4 27,8 28,4
-T(_)M|cro 235 25,6 26,0 27,3 1.214 1496 1571 1632 10,7 111 10,5 10,4
Institutions
-To Small
Institutions
-To Medium-
Size 17,8 17,8 19,9 21,8 61 59 70 85 8,1 7,7 8,0 8,3
Institutions

Share within Total Loans

16,8 19,7 229 251 279 358 429 455 7,7 8,6 9,3 9,6

When the loans extended to SMEs as of the third part of 2007 are analyzed, it is
seen that the stable increase in the amounts of loans is continuing. As of
September 2007, in parallel with this increase, the share of SME loans within
total loans kept increasing and has reached to 28.4%. The majority of the
institutions in Turkey are qualified as SMEs, thus Turkey is an emerging market
related to loans granted to SMEs in which the use of corporate credit cards is
relatively low, so there is a big potential in this area. Consequently, there are
strong signals showing that the increase of loans granted to SMEs would
continue in the future.

Chart 2.2.3-10: Provisions to SME Loans and Non-Performing Loans
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The ratio of NPLs of loans extended to SMEs which was 4% in December 2006 is
realized as 4.3% in September 2007 with a slight increase. The amount of
provisions for these loans decreased in March and June but re-augmented in
September in parallel with the increasing NPL ratio.
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Analysis of Off-Balance Sheet Operations

The volume of off-balance sheet operations increased to TRY 376.8 billion as of
September 2007. The off-balance sheet operations to total asset size ratio
increased by 4.8 points to 69.3%. When the off-balance sheet operations are
analyzed by their structure, no important changes are observed but it is seen that
derivative financial instruments increased to first line with a share of 32.8%.

The total of derivative operations is TRY 169 billion as of September. When they
are analyzed by their structure, it is seen that the biggest share still belongs to
swap transactions with 41.7%, and that the option transactions are in second
range with 30.2%. The most important subject which attracts attention in the
period of June-September 2007 is that a decrease by 6 points occurred in the
share of swap transactions and an increase by 5 points occurred in the share of
option transactions.

Income Statement Analysis

As of September 2007, net profit for the period of Turkish banking sector
increased nominally by 35% when compared to the previous period (September
2006) and amounted to TRY 11.8 billion. When the increase mentioned is
analyzed (in real terms) according to 2003 PPI index, it is 28.6%. Within the
same period, due to the fact that dollar price is low when compared to previous
year, net profit for the period of the sector increased by 67.8%”.

Table 2.2.3-9: Selected Income Statement Items

TRY Million % Distribution % Change

Sep.06 Sep.07 Sep.06 Sep.07 Nominal Real
Interests from Loans 20.487 28.458 51,3 54,8 38,9 32,3
Interests from Securities Portfolio 15.580 18.419 39,0 35,5 18,2 12,6
Other 3.838 5.028 9,6 9,7 31,0 24,7
Interest Incomes 39.904 51.905 100 100 30,1 23,9
Interest to Deposit 19.923 26.241 81,3 79,6 31,7 25,4
Interest to Banks 3.135 3.904 12,8 11,8 24,5 18,6
Other 1.448 2.818 5,9 8,5 94,5 85,2
Interest Expenses 24.506 32.963 100 100 34,5 28,1
Net Interest Income(Expense) 15.399 18.942 - - 23,0 17,1
Fees and Commissions from Loans 1.253 1.524 10,4 13,3 21,6 15,8
Banking Services Incomes 4.886 5.971 40,4 52,1 22,2 16,4
Other 5.957 3.955 49,2 34,5 -33,6 -36,8
Total Non-Interest Income 12.096 11.449 100 100 -5,3 -9,9
Personnel Expenses 4.811 5.811 35,2 38,2 20,8 15,0
Provisions 2.060 1.620 15,1 10,6 -21,4 -25,1
Other 6.779 7.793 49,7 51,2 15,0 9,5
Total Non-Interest Expense 13.650 15.223 100 100 115 6,2
Net Non-Interest Income(Expense) -1.554 -3.774 - - 143 131
Capital Markets Transactions Profit(Loss) (Net) 1.347 -478 -99,4 -43,1 -135 -134
Foreign Exchange Profit(Loss) (Net) -2.683 1.177 198,0 106,2 -144 -142
Other -19 410 1,4 36,9 -2.220 -2.118
Total Other Non-Interest Incomes(Expenses) -1.355 1.108 100 100 -181,8 -177,9
Tax Provision 2.264 2.534 - - 12,0 6,6
Net Profit (Loss) 8.726 11.782 - - 35,0 28,6

? Including Participation banks.

BRSA 60  Financial Markets Report/September 2007



High profitability in September 2007, when compared to the previous period
derived largely from interests from loans (38.9%) and interests from securities
portfolio (SP) (18.2%) having increased rapidly in comparison to the previous
year. Especially interests from securities available for sale, due to its high share
in SP, is the most important component of interest incomes from SP. Moreover,
within the same period, despite total interest expenses increased by 34.5%, net
interest incomes increased by 23%.

In addition to this, total non-interest expenses increased as total non-interest
incomes decreased, leading net non-interest expense and created an influence
decreasing the sector profitability. However, in contrary to this development,
foreign exchange loss item arose due to the fluctuation in financial markets in
May-June 2006 gained profit as the financial markets became normal again in
September 2007. Hence, the profitability of the sector was affected positively.

On the other hand, when it is analyzed as of function groups, it is observed that
net profit fort he period of deposit banks in September 2007 has the biggest
share within the total net profit fort he period of the sector by TRY 10.8 billion.
Within the same period, participation and development and investment banks
made net profits fort he period by TRY 371 million and TRY 610 million,
respectively.

2.3. Non-Banking Financial Sectors?®

In this section, leasing, factoring and consumer finance companies are analyzed
according to their total asset shares in their sectors. Companies shares of which
is less than 1% in total assets are grouped as small scale companies; shares of
which are between 1% and 5% are medium scale and shares of which are more
than 5% are grouped as large scale companies.

2.3.1.Financial Leasing Sector Activities

In September 2007 period, increase tendency in HH index and employment
continue in the asset concentration of the sector.

Table 2.3.1-1: Main Structural Figures in Financial Leasing Sector

200 Mar.0 Jun.0 Sep.0 Dec.O Mar.0 Jun.0 Sep.0

Structural Indicators 5 6 6 6 6 7 7 7

Number of Companies 84 83 83 83 81 75 71 70

Number of Branches 5 5 5 5 5 3 2 2

1.14

Number of Personnel 6 1.194 1.273 1285 1311 1.366 1.408 1.479

HH Index 688 722 700 672 812 835 894 923

Asset Concentration (First 5 Company

Share %) 52,0 50,9 48,3 53,8 54,1 56,4 57,8
36.48 41.07 4258 4390 49.31 53.14 56.00

Number of Customers 8 6 2 8 6 8 6

Own-funds profitability and asset profitability of the sector decreased when
compared to the same period of the previous year. The share of costs within
incomes experienced no considerable change. The open position in in-Balance

® Main Tables of Leasing, Factoring and Consumer Finance Companies in this section are available in www.bddk.org.tr.
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Sheet FX net position is met considerably. Horizontal progress in transaction limit
ratio continues.

Table 2.3.1-2: Main Figures in Financial Leasing Sector Performance

200 Mar.0 JunO Sep.0 DecO Mar.0O JunO Sep.0

% 5 6 6 6 6 7 7 7
NPL/Gross Receivables 2,9 3,3 2,9 2,9 3,1 3,4 3,5 3,5
Number of Loss-Making Companies 24 20 17 19 18 19 24 22
Profit for the Period/Total Own-funds 5,6 53 9,0 14,6 19,1 5,5 9,1 12,8
Profit for the Period / Total Assets 2,0 1,3 1,9 3,0 3,8 1,0 1,7 2,3
FX net Position in In-Balance / Own-funds -13,0 -11,0 -9,0 -5,5 -12,9 -9,2 -2,2
Asset per Company (TRY million)* 112 130 168 175 185 191 211 234
Employee per Company (person)* 21 22 24 24 24 25 26 29
Transaction Limit Ratio (< 30) 3,6 3,3 4,0 4,0 4,7 49 55 5,5
Number of Companies with

Costs/Incomes >0,8 ** 35 41 36 40 27 27 26

* Calculated considering the number of companies in reporting.
**Costs are calculated excluding interest.

While growth rates of the total assets of the sector decreased, the share of
receivables in assets increased. The share of own-funds within liabilities
experienced no considerable change when compared to the previous period.

Table 2.3.1-3: Main Figures in Financial Leasing Sector Development

Mar.0 JunO Sep.0 DecO Mar0O0 Jun.0O Sep.0

2005 6 6 6 6 7 7 7

6.09 10.52  11.39 12.19
Total Assets (TRY million) 2 7.051 9.096 9.453 9.968 1 7 2
Profit for the Period (TRY million) 128 90 169 284 381 112 192 284
Receivable or Loans /Total Assets
% 86 82 82 83 85 85,2 85,4 86,6
Own-funds/ Total Liabilities % 29 24 21 21 20 19,4 18,4 18,2
2.3.1.1. Balance-Sheet Analysis

Asset growth nominally by 7% in financial leasing sector was experienced as of
September 2007, when compared to June 2007 period. The growth mentioned is
5.8% in real terms, having regard to the fixed prices. In September 2007 period,
no evident share change was experienced in asset items excluding financial
leasing receivables. Nevertheless, in parallel with previous periods, growth rate of
NPL exceeded growth rate of receivables.

In September 2007 period, it is observed that the sector got fund inflows by TRY
1.611 million. 51.2% of the funds obtained were used in financial leasing
receivables while 40.7% was used in paying commercial debts.

In comparison to the previous period, the share of large-scale companies
increased by 1.6 points, the share of medium-scale companies decreased by 1.2
points.

In September 2007 period, the share of NPL increased by 13% when compared
to the previous period and amounted to 1.7%.

Debts (financial and commercial) grew by 8.4% when compared to the previous
period %38.
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Growth rate of own-funds of financial leasing companies (5.5%) was realized
below the growth rate of liabilities and accordingly the relative share of this item
within liabilities decreased by 0.3 points when compared to the previous period.

When financial leasing receivables in Annex-table 2.3-2 is analyzed, it is
observed that sectoral distribution of financial leasing receivables experienced no
evident change.

Weighted average maturity of receivables of financial leasing companies is 1.186
days, while weighted average maturity of their debts is 492 days. Maturity of
debts increased about 17 days, while the maturity of receivables increased by 36
days. Ratio of receivables to NPL is 0.75%. Ratio of NPL decreased by 0.08
points. Receivables as of customer types are 33% in commercial enterprises,
7.1% in individual firms, and 56% in SMEs and 3.9 in other sectors. The increase
rate in the share of SMEs was 10.4 when compared to the previous period.

When TL-FX composition of financial leasing companies’ balance sheet is
analyzed (Table 2.3.1-4); it is observed that these companies carry a very low in
balance sheet position risk as sector.

Table2.3.1-4: TL-F X Composition of L @aancerBhgeetCompani esb

Sector Distribution by Group Basis

(% Share) (Sep.07)
Asset Jun.06 Sep.06 Dec.06 Mar.07 Jun.07  Sep.07 Large Small Medium
TL 31 30 29 29 29 28 29 22 35
FX 69 70 71 71 71 72 71 78 65
Liability
TL 28 28 28 27 27 27 27 22 45
FX 72 72 72 73 73 73 73 78 55
2.3.1.2. Income Statement Analysis

While the financial leasing incomes of financial leasing companies grew by 32.7%
when compared to the same period of the previous year, total income (net FX
incomes) decreased by 4.8%. The decrease mentioned is 7.4% in real terms
having regard to the fixed prices.

2.3.1.3. Financial Leasing Transactions

Transaction quantity performed by financial leasing companies in September
2007 period was TRY 2.644,3 million, having experienced a growth by 20.7%
when compared to September 2006 period. In parallel with the general growth, a
growth is observed in sub-sectors. Construction sector transactions which have
the biggest share in transactions grew by 30% when compared to the same
period of the previous year. Financial leasing intermediation activities, which have
a share of about 6% grew by 119.6%. The growth in textile and textile products
industry is 48.1%.

Hotel and restaurants enterprises are the most decreasing sector in point of
transaction quantity with a decrease by 71.7%.
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When the distribution of financial leasing companies transactions are analyzed as
of product groups, it is observed that among the product groups, the share of
machinery and equipments is 24.3%, the group mentioned grew by 5.8% when
compared to the previous period. The influence of the general growth in
construction sector on the share of heavy construction and construction
machineries among financial leasing assets continue. Heavy construction and
construction machineries item with a share of 22.7% grew by 8.6%. Among total
assets, real estate item, increased by 11.9% from 8.2%.
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Capital Structure in Consumer Finance Sector

September 2007 Share in Public, Private, Foreign Distribution of Shareholders (%)
Name of the Company AS;'e(;tsal(%) Public Private Foreign Share
Share Share (1)

Proportional Stock Market Total*

Share* Share
ANADOLU FINANSAL KIRALAMA A.S. 0,52 0 100 0 0 0,0
ATA FINANSAL KIRALAMA A.S. 0,03 0 100 0 0 0,0
AVRASYA FINANSAL KIRALAMA A.S. 0,06 0 100 0 0 0,0
BARSAN FINANSAL KIRALAMA A.S. 0,00 0 100 0 0 0,0
BILMAR FINANSAL KIRALAMA A S. 0,06 0 100 0 0 0,0
MNG FINANSAL KIRALAMA A.S. 0,10 0 100 0 0 0,0
TEKSTIL FINANSAL KIRALAMA A.S. 0,52 0 54,5 0 45,5 455
ZIRAAT FINANSAL KIRALAMA A.S. 1,75 50 40,0 10,0 0,0 10,0
FINANS FINANSAL KIRALAMA A S. 8,23 0 13,2 46,1 40,7 86,8
HALK FINANSAL KIRALAMA A.S. 2,60 47,8 41,4 10,8 0,0 10,8
RAIMLER CHRYSLER FIN.KIRALAMA 0,71 0 0,1 99,9 0,0 99,9
VAKIF FINANSAL KIRALAMA A S. 1,50 0 86,6 13,4 0,0 134
DARI FINANSAL KIRALAMA A.S. 0,03 0 9,0 91,0 0,0 91,0
KARACABAY FINANSAL KIRALAMA 0,05 0 100,0 0 0,0 0,0
DESTEK FINANSAL KIRALAMA A.S. 0,01 0 100,0 0 0,0 0,0
DING FINANSAL KIRALAMA A.S. 0,03 0 100,0 0 0,0 0,0
EKO FINANSAL KIRALAMA A S. 0,01 0 80,1 19,9 0,0 19,9
QIJERNATiF FINANSAL KIRALAMA 1,98 0 100,0 0 0,0 0,0
TEKFEN FINANSAL KIRALAMA A S. 0,23 0 6,8 93,2 0,0 93,2
TEB FINANSAL KIRALAMA A S. 3,67 0 43,4 56,6 0,0 56,6
FFK FON FINANSAL KIRALAMA A'S 4,18 0 93,8 0 6,2 6,2
DENIZ FINANSAL KIRALAMA A.S. 7,58 0 0,0 100,0 0,0 100,0
HALIC FINANSAL KIRALAMA A S. 0,17 0 0,0 100,0 0,0 100,0
HARMAN FINANSAL KIRALAMA A.S. 0,04 0 100,0 0,0 0,0 0,0
SUZER FINANSAL KIRALAMA A S. 0,04 0 100,0 0,0 0,0 0,0
KENT FINANSAL KIRALAMA A.S. 0,07 0 100,0 0,0 0,0 0,0
AK FINANSAL KIRALAMA A.S. 5,66 0 51,1 48,9 0,0 48,9
MEKSA FINANSAL KIRALAMA A.S. 0,03 0 100,0 0 0,0 0,0
MERKEZ FINANSAL KIRALAMA A.S. 0,06 0 100,0 0 0,0 0,0
MERSAN FINANSAL KIRALAMA A.S. 0,01 0 100,0 0 0,0 0,0
PAMUK FINANSAL KIRALAMA A S. 0,49 0 100,0 0 0,0 0,0
PRIME FINANSAL KIRALAMA A.S. 0,01 0 100,0 0 0,0 0,0
SEKER FINANSAL KIRALAMA A S. 0,90 0 47,3 20,5 32,2 52,7
TICARET FINANSAL KIRALAMA A.S. 0,04 0 100,0 0 0,0 0,0
GARANTI FINANSAL KIRALAMA A.S. 15,31 0 28,0 72,0 0,0 72,0
IS FINANSAL KIRALAMA A.S. 7,41 0 51,8 5,9 42,3 48,2
SANKO FINANSAL KIRALAMA A.S. 0,29 0 100,0 0 0,0 0,0
XAPI KREDI FINANSAL KIRALAMA 19,23 0 86,6 13,4 0,0 134
SIEMENS FINANSAL KIRALAMA A.S. 1,73 0 0,4 99,6 0,0 99,6
SUN FINANSAL KIRALAMA A.S. 0,00 0 100,0 0 0,0 0,0
FORTIS FINANSAL KIRALAMA A S. 6,08 0 0,0 100,0 0,0 100,0
KAYNAK FINANSAL KIRALAMA A.S. 0,01 0 100,0 0 0,0 0,0
TEPE FINANSAL KIRALAMA A.S. 0,03 0 100,0 0 0,0 0,0
ULUSAL FINANSAL KIRALAMA A.S. 0,19 0 100,0 0 0,0 0,0
YAKIF DENIZ FINANSAL KIRALAMA 114 0 84,4 15,6 0,0 15,6
VFS FINANSAL KIRALAMA A.S. 0,83 0 0,0 100 0,0 100,0
YATIRIM FINANSAL KIRALAMA A.S. 0,35 0 100,0 0 0,0 0,0
ABN AMRO FINANSAL KIRALAMA 2,28 0 2,0 98,0 0,0 98,0
A&T FINANSAL KIRALAMA A.S. 0,68 0 35,0 65,0 0,0 65,0
RIZILEASE FINANSAL KIRALAMA 2,94 0 0,0 100 0,0 100,0
TURKISH FINANSAL KIRALAMA A.S. 0,10 0 94,2 58 0,0 5.8
Total (%) 100,0 2,1 43,9 46,7 73 54,0
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2.3.2.Factoring Sector Activities

2.3.2.1. Market Structure

In September 2007 period, branching, employment and number of customers in
factoring sector increased when compared to the previous period. The humber of
companies in the sector within this period amounted to 87, number of branches to
16 and the number of personnel to 2.824.

Table 2.3.2-1: Main Structural Figures in Factoring Sector

Mar.0 JunO Sep.0 DecO Mar0O Jun.0 Sep.0
a a a w4

A wa wa

Number of Companies 88 87 87 86 86 86 87
Number of Branches 0 0 0 3 5 5 16
Number of Personnel 2.164 2.247 2.323 2.425 2.604 2.690 2.824
HH Index 426 416 425 521 431 450 438
éf‘sit‘\(:oncentratlon (First 5 Company 377 373 37.8 435 376 34.4 38,2

52.02 57.25 56.76 59.82 66.14 65.12 71.28
Number of Customers 5 2 5 2 - P ~
2.3.2.2. Performance Indicators

As of September 2007, as it can be seen in the tables 2.3.2-2 and 2.3.2-3 below
that the growth rate of the asset total of the sector, the share of receivables within
asset, and when compared to the same period of the previous year asset
profitability and own-fund profitability decreased. The ratio of NPL to gross
receivables and provisions allowed increased and the number of loss-making
companies increased accordingly.

Table 2.3.2-2: Main Figures in Factoring Sector Performance

Mar. Jun. Sep. Dec. Mar. Jun. Sep.

% 06 06 06 06 07 07 07
NPL/Gross Receivables 2,5 2,0 2,1 2,3 2,5 2,7 2,9
Number of Loss-Making Companies 10 18 11 11 14 11 15
Profit for the Period /Total Own-funds 4,4 34 251 279 7,2 6,2 11
Profit for the Period / Total Assets 1,3 0,8 7,4 7,8 2,2 1,4 0,6
f.)i,?,et Position in In-Balance/ Own- 37 45 351 -433 41 50 .49
Asset per Company (TRY million)* 52 59 65 72 73 81 83
Employee per Company (person)* 246 258 264 283 32,1 328 34
Transaction Limit Ratio ( < 30) 2,8 3,3 2,8 3,0 3,0 3,2 3,4
Number of Companies with

Costs/Incomes > 0,80 * * 12 16 10 12 12 11 12

* Calculated considering the number of companies in reporting.
**Costs are calculated excluding interest.

Table 2.3.2-3: Main Figures in Factoring Sector Trend

Mar.06 Jun.06 Sep.06 Dec.06 Mar.07 Jun.07 Sep.07

Total Assets (TRY Million) 4552  5.087 5.672 6.332 5.928  6.597 6.859
Profit for the Period (TRY Million) 57 43 421 494 130 108 208
Receivables or Loans / Total Assets% 78 81 81 81 85 86 85
Own-funds/ Total Liabilities % 28 24 29 28 29 26 28
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2.3.2.3. Financial Statement Analysis

In September 2007 period, factoring sector when compared to June 2007 period
grew nominally by 4% and 2% by fixed prices.

When balance sheet items are analyzed vertically, it is observed when compared
to the previous period that the share of assets in banks within balance sheet
increased by 1.4%, profit for the period by 1.4% and the share of own-funds by
1.7%; while the share of factoring receivables decreased by 1.7% and the share
of other liabilities by 1.1%.

When balance sheet items are analyzed horizontally it is observed that banks,
securities, NPL (net), other assets, financial debts, debt, expense and other
provisions, profit for the period and paid-in capital items increased by 67.7%,
26%, 15.1%, 11%, 2.7%, 40.4%, 92.6%, 7.4%, respectively; while cash item,
other liabilities, revaluation fund and profit of previous years items decreased by
14.4%, by 32%, 31.8% and 54%, respectively.

Factoring companies obtained a fund inflow by TRY 343.9 million in June 2007 —
September 2007 period. While 30.3% of the fund obtained is kept in banks, 32%
were used in factoring receivables and 21.9% was used in financing the
decreases in liabilities.

On the other hand, the share of 4 large-scale companies in assets of factoring
companies is 33%, while the share of 57 small-scale companies is 21%.

As it can be seen in the table below, the sector carries an in-balance sheet open
position by 13% of the sector balance sheet.

Table 2.3.2-4: TL-F X Composition of Factoring Companies

Distribution in Group

(% Share) Sector Basis(Sep.07)
Asset Jun.06 Sep.06 Dec.06 Mar.07 Jun.07 Sep.07 Large Medium Small
TL 86 86 88 89 89 88 77 94 96
FX 14 14 11 11 11 12 23 6 4
Liability
TL 70 76 76 76 76 75 48 86 94
FX 30 24 24 24 24 25 52 14 6

When sectoral distribution of factoring receivables is analyzed, it is observed that
68.4% of September 2007 period factoring receivables concentrated in industry,
while 27.8% concentrated in services. When compared with June2007, it is
observed that the share of agriculture sector increased by 1.3 points, while the
share of industry sector decreased by the same amount. Within the same period,
while the share of medium-scale companies decreased by 4%, the share of
small-scale companies increased by about at the same rate. In the distribution of
receivables by customers, the share of SME2 increased by 1.6%.

Weighted average maturity of factoring receivables is 136 days, while weighted
average maturity of debts is 66 days. When compared to the previous period,
maturity of debts decreased by 47 days.

2.3.2.4. Income Statement Analysis

It is observed that total income of factoring companies increased by 7.9% when
compared to the same period of the previous year and amounted to TRY 1.793
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million, while profit fort he period decreased by 50.6% to TRY 208 million. By
fixed prices, total income increased by 4.5%, while profit for the period decreased
by 53%. The decrease in profit of the period derived from the increase in
provision expenses and extraordinary expenses and losses.

2.3.2.5. Factoring Transactions

The transactions made by the factoring companies in September 2007 period are
TRY 8.431 million, having experienced a growth by 27.9% when compared to the
same period of the previous year. However, annual growth rate decreased by
14.6% from 41.1%.

Chart 2.3.2-1: Factoring Transactions and Growth Rates
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69.6% of factoring transactions is used in industry sector. The share of services
in the transactions mentioned is 27.1%, while the share of agriculture and other
sectors are 1.1% and 2.2%, respectively.

15.8% of the transactions factoring companies made in September 2007 period
include collateral function. When compared to the previous period, transactions
which include collateral function increased by 0.7%.

Distribution of transactions has experienced no considerable difference when
compared to the previous period. Nevertheless, metal main industry transactions
increased by 93.5%, electricity, gas and water sources transactions by 392%,
construction sector transactions by 51%, monetary institutions transactions by
158.2%, education sector transactions by 377.3% and international organization
and institutions transactions by 491.5%.
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Capital Structure in Factoring Sector

September 2007

Name of the Company

ACAR FAKTORING A.S.

ADK FAKTORING HizM. A.S.

AK FAKTORING HiZM. TICARET A.S.
AKGE FINANS FAKTORING HIiZM. A.S.
AVRASYA FAKTORING HIZMETLERI A.S.
AKDENIZ FAKTORING HIZMETLERI A.S.
AKIN FAKTORING HIZMETLERI A.S.
MNG FAKTORING HizZM. A.S.

TEKSTIL FAKTORING HIZMETLERI A.S.
ANADOLU FAKTORING HIZMETLERI A.S.
FIBA FAKTORING HIZMETLERI A.S.

ANA FAKTORING HIZMETLERI A.S.

ARTI FINANS FAKTORING HizZ. AS.
VAKIF FINANS FACTORING HiZ. A.S.
ATAK FAKTORING HIZMETLERI A.S.
ATILIM FAKTORING A.S.

DESTEK FINANS VE FAK. HIZ. A.S.

BATI FAKTORING HIZMETLERI A.S.

EDF FINANS FAKTORING Hiz. A.S.
YEDITEPE FAKTORING HIZMETLERI A.S.
EKO FINANS FAKTORING Hiz. A.S.
ENDEKS FAK. VE FINANSMAN A.S.
DEMIR FACTORING A S.

GUVEN FINANS FAKTORING Hiz. A.S.
BAYINDIR FAKTORING HIZMETLERI A.S.

BAYRAMOGLU FINANS FACTORING HiZ. A.S.

BEST FACTORING A S.

TEB FAKTORING A.S.

GCAGDAS FINANS FAKTORING HiZ. A.S.
DENIZ FAKTORING A.S.

GCOZUM FINANS FAK. HiZ. A.S.

DEVIR FAKTORING HIZMETLERI A.S.
DOGA FAKTORING HIZMETLERI A.S
DOGAN FACTORING HiZM. A.S.
EKSPO FAKTORING HIZMETLERI A.S.
C FAKTORING A S.

SUZER FAKTORING A S.

KENT FAKTORING A S.

ILKE FAKTORING A.S.

KURTULUS FAKTORING HIZ. A.S.
ERISIM FINANS FAKTORING Hiz. A.S
EURO FAKTORING ALACAK ALIMI A.S.
MERKEZ FAKTORING HIZM. A.S.

FACTOTURK FAKTORING HIZMETLERI A.S.

FON FAKTORING HIZMETLERI A.S.
GIRISIM FAKTORING A.S.

YASAR FAKTORING HIZMETLERI A.S.
GISAD FAKTORING HizZ. A.S.

PAMUK FAKTORING A.S.

PERA FAKTORING Hiz. A.S.

PRIME FAKTORING HIZM. A.S.

SEKER FAKTORING HIiZMETLERI A.S.
GLOBAL FAKTORING A.S.

GARANTI FAKTORING HIZMETLERI A.S.
IS FAKTORING FINANSMAN Hiz. A.S.
GOLD FAKTORING HIZMETLERI A.S.
SER-AY FACTORING A.S.

TEK FAKTORING HIZMETLERI A.S.
OPTIMA FAKTORING HIZMETLERI A.S.
BASER FAKTORING A.S.

FORTIS FAKTORING A.S.

HEDEF FINANS FAKTORING Hiz. AS.
HEPKON FAKTORING HIZMETLERI A.S.
ULUSAL FAKTORING HIZMETLERI A.S.
KAPITAL FAKTORING HIZMETLERI A.S.
KATAR FAKTORING FIN. HiZM. TIC. A.S.
KOROGLU FINANS FAKTORING HIZ A.S.
KREDI FINANS FAKTORING

LIDER FAKTORING A S.

MAKRO FAKTORING A.S.

MET-AY FAKTORING FiN. HiZ. A.S.
ORTAK FAKTORING A.S.

PARA FINANS FACTORING HIZM.A.S.
SAFIR FINANS FACTORING A.S.
STRATEJI FAKTORING Hiz. A.S.
SUMER FAKTORING HizZM. A.S.

YAPI KREDI FAKTORING A.S.

SARK FINANS FAKTORING A.S.
SIRINOGLU FAK. FINANSAL HiZ. AS.
TREND FINANS FAKTORING HizM. A.S.
TUNA FINANS FACTORING A.S.
UNIVERSAL FINANS FAKTORING A.S.
Total (%)

Share in

Public, Private, Foreign Distribution of Shareholders (%)

Total Assets

(%)

0,11
0,08
0,09
0,08
0,64
0,68
1,06
1,86
1,63
0,81
9,12
0,09
0,19
0,78
0,09
1,06
1,43
0,07
0,75
0,27
1,63
0,09
0,92
0,24
0,07
0,67
0,97
454
1,17
6,10
0,34
0,49
0,24
0,22
1,83
3,00
0,15
0,16
0,38
2,46
0,26
0,19
0,26
2,16
0,15
4,90
1,26
1,36
0,73
0,05
0,09
1,22
0,10
6,16
0,71
0,04
0,40
0,94
0,93
1,08
2,21
1,32
0,68
0,76
4,59
0,41
0,07
0,16
2,28
0,28
0,44
0,09
0,59
0,08
0,93
0,38
11,91
0,18
2,18
0,28
0,34
0,12
100,0

Public Share Sflral\rl:tfl) Foreign Share
Proportional Stock
Slr)'|are * Market Total**

0 100 0 0 0,0
0 100 0 0 0,0
0 100 0 0 0,0
0 100 0 0 0,0
0 100 0 0 0,0
0 100 0 0 0,0
0 100 0 0 0,0
0 100 0,0 0 0,0
0 100 0,0 0 0,0
0 100 0,0 0 0,0
0 100 0,0 0 0,0
0 100 0,0 0 0,0
0 100 0,0 0 0,0
0 82 17,9 0 17,9
0 100 0 0 0,0
0 100 0 0 0,0
0 100 0,0 0 0,0
0 100 0 0 0,0
0 100 0,0 0 0,0
0 100 0,0 0 0,0
0 75 25 0 25,0
0 100 0,0 0 0,0
0 100 0,0 0 0,0
0 100 0,0 0 0,0
0 100 0,0 0 0,0
0 100 0,0 0 0,0
0 100 0,0 0 0,0
0 0 100 0 100,0
0 100 0 0 0,0
0 100 0 0 0,0
0 100 0 0 0,0
0 100 0 0 0,0
0 100 0,0 0 0,0
0 100 0 0 0,0
0 100 0,0 0 0,0
0 100 0,0 0 0,0
0 100 0 0 0,0
0 100 0,0 0 0,0
0 100 0,0 0 0,0
0 100 0 0 0,0
0 100 0,0 0 0,0
0 100 0 0 0,0
0 100 0 0 0,0
0 85 0 15 15,0
0 100 0,0 0 0,0
0 100 0 0 0,0
0 100 0 0 0,0
0 100 0,0 0 0,0
0 100 0,0 0 0,0
0 100 0 0 0,0
0 100 0 0 0,0
0 100 0 0 0,0
0 100 0 0 0,0
0 25 39,8 34,8 74,6
0 100 0 0 0,0
0 100 0 0 0,0
0 100 0 0 0,0
0 100 0 0 0,0
0 100 0 0 0,0
0 100 0 0 0,0
0 3 96,9 0 96,9
0 100 0 0 0,0
0 100 0 0 0,0
0 100 0 0 0,0
0 100 0 0 0,0
0 100 0 0 0,0
0 100 0 0 0,0
0 100 0 0 0,0
0 100 0 0 0,0
0 100 0 0 0,0
0 100 0 0 0,0
0 100 0 0 0,0
0 100 0 0 0,0
0 100 0 0 0,0
0 100 0 0 0,0
0 100 0 0 0,0
0 49 50,8 0 50,8
0 100 0 0 0,0
0 100 0 0 0,0
0 100 0 0 0,0
0 100 0 0 0,0
0 100 0,0 0 0,0

0,0 81,8 15,7 2,5 18,2
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2.3.3.Consumer Finance Sector Activities

2.3.3.1. Market Structure

In September 2007 period, although the number of companies and branches of
consumer finance companies has not changed considerably, the decrease trend
in HH Index continues. Concentration in the sector continues to decrease.

Number of personnel of consumer finance companies amounted to 468 as of
September 2007 from 445 in June 2007. The number of customers is 105.470 as
of September 2007.

Table 2.3.3-1: Main Structural Figures in Consumer Finance Sector

Jun.06 Sep.06 Dec.06 Mar.07 Jun.07 Sep.07

Number of Companies 9 9 9 9 9 9
Number of Branches 4 4 6 5 5 4
Number of Personnel 433 436 443 453 445 468
HH Index 3.390 3.194 3.086 3.005 2.805 2.779
Asset Concentration (First 5 sector share) 97 96 95 95 92 93
Number of Customers 115.465 117.114 112.454 100.937 98.688 105.470
2.3.3.2. Performance Indicators

As of September 2007 period, own-fund profitability and asset profitability which
are the main performance indicators of consumer finance companies, continue to
display a positive outlook. Moreover, there is a loss-making company whose
expenses are getting more close to its incomes.

When compared to the previous period, the shares of consumer finance
companies’ loans in balance sheet decreased by 2 points.

Table 2.3.3-2: Main Figures in Consumer Finance Sector Performance

% Mar.06 Jun.06  Sep.06 Dec.06 Mar.07 Jun.07 S.07
NPL/Gross Receivables 1,4 1,6 1,7 2,4 2,0 1,7 2,0
Number of Loss-Making Companies 2 0 1 0 1 1 1
Profit for the Period /Total Own-funds 4 10 16 19 6 11 14
Profit for the Period / Total Assets 0,3 0,7 1,2 1,4 0,4 0,9 1,1
FX net Position in In-Balance/ Own-funds -167 -211 -113 -153 -157 -152 -163
Asset per Company (TRY million)* 295 343 353 376 367 375 403
Employee per Company (person)* 46 48 48 49 50 49 52
Transaction Limit Ratio ( < 30) 13,1 14,2 13,3 13,6 13,0 11,9 11,3
Number of Companies with

Costs/Incomes > 0,80 * * 2 1 1 0 0 1 1

* Calculated considering the number of companies in reporting.
**Costs are calculated excluding interest.

Table 2.3.3-3: Main Figures in Consumer Finance Sector Development

Mar.06 Jun.06 Sep.06 Dec.06 Mar.07 Jun.07 Sep.07

Total Assets (TRY Million) 7 21 37 46 14 31 41
Profit for the Period (TRY Million) 2.659 3.085 3.181 3.384 3.305 3.376 3.623
Receivables or Loans / Total Assets% 95 98 95 95 94 93 91
Own-funds/ Total Liabilities % 7 7 7 7 8 8 8
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2.3.3.3. Financial Statements Analysis

Assets of consumer finance companies in end-September 2007 increased
nominally by 7.3% when compared to June 2007 period, by 6.2% as fixed prices.
Loans which have a share of 91% in assets grew when compared to the previous
period. Share of loans within asset decreased by about 2 points. On the other
hand assets in banks increased by 56.6% when compared to the previous period.

As of June 2007-September 2007 period, financing companies got fund inflows
by TRY 255.8 million. 63% of the funds obtained were extended as loans, while
22.8% was turned to accounts in banks and 4.5% was used for NPL.

When consumer finance companies are classified as of asset size, it is observed
that 5 large-scale banks hold 92.7% of the asset size of the sector and 84.7% of
loans extended. The share of 2 medium-scale companies in assets is 7%, while
their share in liabilities is 6.3%. As 2 companies are included in large-scale
companies, total assets of large-scale companies increased considerably, while
total asset of medium-scale companies decreased.

When balance sheet of consumer finance companies is analyzed vertically no
considerable difference is observed.

Current loans of consumer finance companies is TRY 3.430 million as of
September 2007, after the increase by 5.5% when compared to the end of the
previous period. Distribution of current loans is similar to the previous period;
63.6% of loans concentrated in transportation vehicles and 11.6% in
transportation and communication. 93% of loans were extended by large-scale
companies while 7% were extended by medium-scale companies. Similar to June
2007 period, 67% of loans are long-term, 9% short-term, while no maturity is
specified for the remaining 24%. Ratio of loans to NPL is 1.7% in parallel with the
previous period. When current loans are grouped as of customer groups, it
displays a distribution similar to the distribution in previous year. It is observed
that 32.7% of loans were extended to household, 22.1% to non-financial
commercial enterprises, 14.1% to SMEs and 31.1% to other persons. When
compared to June 2007 period, the use of credit shares of household and SMEs
increased by 1 points each.

Chart 2.3.3-1: Distribution of Financing Companies Loans
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Weighted average maturity of receivables of consumer finance companies
increased 4 days when compared to June 2007 period and amounted to 833
days. Weighted average maturity of debts increased by 95 days when compared
to the previous period and amounted to 418 days.

Table 2.3.3-4: TL-F X Composition of Consumer Finance Co
Balance Sheet

(% Share) Sector Distributi(lJﬂ_iQ g_rls)up Basis
Asset Sep.06 Dec.06 Mar.07 Jun.07 Sep.07 Large Medium Small
TL 83 82 81 82 83 82 100 98
FX 17 18 19 18 17 18 0 2
Liability
TL 75 71 69 69 70 67 100 100
FX 25 29 31 31 30 33 0 0

When table 2.3.3-4 on TL-FX composition of consumer finance companies’
balance sheet is analyzed, it is observed that FX assets within total assets are
17%, while TL liabilities are 30%.

2.3.3.4. Income Statement Analysis

When compared to September 2006, interest incomes, the main income sources
of financing companies, increased by 26.4%. Moreover, the proportional share of
interest incomes within total incomes increased by 5.8 points when compared to
the previous period. Total income when compared to the same period of the
previous year increased by 14.8%. In September 2007 period 64% of financing
companies are interest incomes, while 36% was composed of other incomes.
Total income increased by 11.6% by fixed prices, while profit for the period grew
by 7.7%.

The ratio of activities of financing companies to total income is 58.4% and the
ratio of total operation expenses including interest income is 56.7%.

2.4 points of profit of the period of financing companies derived from operation
profit, while 4.1 points derived from other activities.
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Capital Structure in Consumer Finance Sector

Public, Private, Foreign Distribution of Shareholders (%)

September 2007

Public Share  Private Share (1) Foreign Share
- Stock
Name of the Company Tostala ;\essmets Pr(;;?g:legnal Nslig(f; Total*
(%)

1.1 8/ ,5 #%4%, %- 4-+%4d#d &d. 3,18 0 0,0 100 0 100,0
1331, 4- +%4d#d &d.!.3-1.) 6 % 0,13 0 100,0 0 0 0,0
$1d-, %2# (293, %2 4-2+ 4-+%4d 14,23 0 0,1 99,87 0 99,9
+/ K &d!4 +2%$d 4-+%4d#d &d. ! 5,30 0 37,8 379 24,3 62,2
+/ K 4-+%4d#d &d.!.3-1.) 6% + 24,73 0 100,0 0 0 0,0
-l . 4-+%4d#d &d.!.3-1.) 808 3,86 0 0,0 100 0 100,0
3#1.)! 4-+%4d#d &d.!.3-1.) | 5,02 0 0,0 100 0 100,0
5: %, 4-+%4d#d &d.!.3-1.) 6 % 0,12 0 100,0 0,0 0 0,0
6/, +37!" %. $/ X5o 4-+%4d#d &d 43,43 0 49,0 51,0 0 51,0
Total (%) 100 0 48,3 50,4 1,3 51,7

@ Share excluding foreign (proportional and stock market) and public (Turkey) shares and including stock market shares not held by natural persons, foundation,
collateral case, foreign residents and including suchlike shareholders.

(*)Proportional calculation = (foreign share of the company * asset of the company) /total asset of the sector

(**) Total = Proportional calculation + stock market shares.

Note: Stock market shares are the share of companies under public offering.

Source: BRSA (HS100UF) and Statement on Foreign Shareholding in Banks prepared according to the Period.

Having prepared the tables considering the shareholders in Non-Bank financial institutions indirect shareholders in institutions at which foreign partner banks are

shareholders, it is observed that total foreign shareholding in leasing sector, one of the non-bank financial sectors is 54%, shareholding rate of Turkish private sector is
44.2%; the ratio mentioned in factoring sector are 18.2% and 81.8%, respectively; while it is 51.7% and 48.3% in consumer finance sector.
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3. RISK, CAPITAL and PROFITABILITY EVALUATION

3.1. Banking Sector Risk, Capital and Profitability Evaluation
3.1.1.Credit Risk

In the evaluation of credit risk, the total credit and over-due receivables are
analyzed with the aim of determining the amount of position which is exposed to
risk and the sensitivity of positions to the risk factors in several aspects are
analyzed. Furthermore, there are also scenario analyses concerning the loss
amount to occur as a result of development of risk factors and accordingly in the
case that loans turn to NPL.

3.1.1.1. Position Amount Exposed to Risk

The loans extended are the principal source of loan risk to which the banks are
exposed. In this section, performing loans portfolio and over-due loans portfolio
are analyzed to determine the position amount exposed to risk in the sector.

Loans

The loans are in an increasing tendency within the last one-year period. Total
loans increased by TRY 13.9 billion in the third quarter of 2007 and the portion
amounting to TRY 12.9 billion realized in TL loans. Loans increased by 25% from
TRY 208.5 billion to TRY 261.4 billion in September 2006- September 2007
period. Both TL and FX loans increased in this period. On the other hand, FX
loans increased by 8% in provision for TRY in the same period and realized as
TRY 62,5 billion. FX increase despite the decrease in exchange rate is a sign for
a significant real increase. FX-indexed loans which was in a regular increase until
September 2007 decreased by 4% in September and realized as TRY 17.3 billion
as of September 2007. (Chart 3.1.1-1).

Chart 3.1.1-1: Development of TRY and FX Cash Loan Volume
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When the distribution of non-cash loans by currency is analyzed; it is seen that
the majority thereof is comprised of FX loans, besides TL loans was in a
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continuous increasing tendency in September 2006 — September 2007 period.
Therefore, the weight of FX non-cash loans in total non-cash loans decreased
from 63,3 to 58,7% in the same period. FX non-cash loan amount decreased by
6,2% when compared to the previous month and realized as TRY 54 hillion in
September 2007 and continued to its nominal level in the previous year. TL non-
cash loan amount increased by TRY 1.9 billion to TRY 38.4 billion in the third
quarter of 2007 (Chart 3.1.1-2). Decreases experienced in exchange rates had
significant effects on these developments.

Chart 3.1.1-2: Non-cash Loans
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Non-Performing Loans

Gross and net NPL amounts was in a continuous increasing tendency during
2007 and reached its highest value within the analyzing periods in September
2007 (Chart 3.1.1-3). When third quarter of 2007 is analyzed, it is seen that gross
NPL amount increased by 4% to TRY 9,8 billion and net NPL amount increased
by 4,7% to TRY 1,2 billion. Provision amount in sector total increased by 3,9% in
the same period.
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Chart 3.1.1-3: Development of Gross and Net NPL Amounts
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3.1.1.2. Sensitivity to Risk Factors

In this section, the distribution by maturity and monetary unit of the loans which
have the highest share among the positions exposed to loan risk, the level of
concentrations seen in the portfolios from different angles, the ratio of becoming
NPL which is determinant of default possibilities and the indemnification levels
are analyzed.

Distribution of Maturity and Monetary Unit

There do not exist a significant change in the distribution of loans by maturity
terms on proportional basis in June 2007 — September 2007 period. The share of
medium and long-term TL loans increased by 0.72 points in the analyzed period
while the share of FX loans decreased in the same proportion. The share of
short-term TL Loans increased, as well. The share of TL loans in total loans
increased by 0.92 points to 76.17% when compared to June 2007 (Table 3.1.1-
1).

Table 3.1.1-1: Distribution of Maturity and Monetary Unit of Loans

Distribution of Maturity and Monetary Unit of Loans Sep. June Sep.
Total Short-termed 46,12 46,44 46,44
TL 36,06 38,09 38,28
FX 10,06 8,35 8.15
Total Medium and Long-termed 53,88 53,56 53,56
TL 36,19 37,16 37,88
FX 1769 16,40 15,68
Total 100,00 100,00 100,00
TL 72,25 75,25 76,17
FX 27,75 24,75 23,83
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Distribution of Loans By Sectors

When distribution of loans by sectors is analyzed, it is seen that sectoral
distributions of short and long-term cash loans are different. Among the short
term loans, the short-term loans extended to industrial sector are in the first range
with 49.66%, and these are followed by services sector with 45.64%; among the
medium and long-term loans, services sector is in first range with 61.60% and the
share of industrial sector is 35.62%. Within total loans, services sector
maintained its place in first range. Totally, 88.57% of the loans extended to
industrial sector are extended to manufacturing industry (Table 3.1.1-2).

Table 3.1.1-2: Distribution by Sectors of Corporate and Commercial Loans

September 07 (%) Sectoral Distribution of Cash Loans Ratio of NPL Non-Cash
Short Medium-Long Total Loans

Agriculture 4,70 2,78 3,81 4,27 0,99
Industry 49,66 35,62 43,58 4,96 43,49
Mining 2,34 1,97 2,12 1,56 2,41
Manufacturing Industry 45,61 29,50 38,60 5,30 37,72
Electricity-Gas-Water 0,52 2,35 1,35 0,50 2,72
Services 45,64 61,60 52,61 2,57 55,52
Total 100,00 100,00 100,00 3,58 100,00
Tot. Corp. and Com. Loans (TRY 93,14 85,59 178,72 7,14 93,01
Corp and Com. Loans/Total Loans 75,64 60,44 65,09 72,72 64,57

When the ratio of NPL by sectors is analyzed, it is seen that the ratio of NPL of
the loans extended to industrial sector was 4.96% in September 2007. In the
manufacturing sector which is a sub-sector of industry, the NPL ratio of extended
loans was 5.30%. The average ratio of NLP was realized as 3.58% in September
2007. The ratio of NPL of services sector was under the average with 2.57%. The
ratio of NPL of services sector remained under the average. It is interesting that
although total corporate and commercial loans were extended less in the
agricultural and industrial sector when compared to the services sector, the ratio
of NPL in the mentioned sectors is higher than the ratio of NPL of services sector.
In non-cash loans, like in total cash loans, the services sector has the biggest
share, while the industrial sector is in second range. (Tables 3.1.1-2).

3.1.1.3. Development of Risk Factors

The risk factors for loan risk are the default possibilities, the default ratios in case
of loss and default amounts. In this section, the sectoral NPL ratios are analyzed
as an estimation of default possibilities which are principal risk factors for loan
risks.
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Ratios of NPL

As a result of the positive developments and stable growth occurred in the
economy in recent years, a decrease is observed throughout sectors in ratios of
NPL. The ratio of NPL which was 3.75% in September 2006 decreased to 3.58%
in September 2007.

The ratio of NPL of consumer loans and services sector was in a slight
decreasing tendency and realized as 3,02% and 2,57% respectively in
September 2007. By sectors, it is seen that the volatility of agricultural sector and
other sectors is relatively higher.

Chart 3.1.1-4: NPL Ratios by Sectors
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3.1.1.4. Risk Level

In this section, the risk level of the sector is analyzed by using various scenarios.
Within the framework of these scenarios, the capital adequacy ratio and loss
amounts for the sector are calculated in case of which cash and non-cash loans
suffer a loss by 1% and 5%. When the scenario analyses are examined; it is seen
that the results of March 2007, June 2007 and September 2007 are pretty close
to each other. As of September 2007, in case of which 1% of cash loans meet a
loss, the CAR will decrease by 0.52 points and in case of 5% loss, the decrease
of CAR will rise to 2.64 points. In case of which 1% and 5% of non-cash loans
meet a loss, CAR will decrease respectively by 0.14 and 0.71 points (Table 3.1.1-
3).
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Table 3.1.1-3: Loan Risk Scenario Analysis Results

March 2007 June 2007 September 2007
. Loss Loss Loss CAR
Scenario (TRY CAR AR (TRY CAR &AR (TRY CAR Change(
Change(P Change(P .
thous (%) oints) * thous (%) oints)** thousan (%) Points)
and) and) d) ik

1% of Cash Loans to turn into NPL
1.80520,85 -0,59 1.93117,47 -0,51 2.041 18,11 -0,52

5% of Cash Loans to turn into NPL
9.023 18,50 -2,94 9.653 15,38 -2,60 10.207 15,99 -2,64

15 of Non-cash Loans to turn into NPL
511 21,27 -0,17 544 17,84 -0,14 557 18,49 -0,14

5% of Non-cash Loans to turn into NPL
2,557 20,61 -0,83 2.72017,26 -0,72 2.783 17,92 -0,71
Note: Excluding iller Bankasi and participation banks data.
* Average CAR of March 2007 period is 21.44%.
** Average CAR of June 2007 period is 17.98%.
*+* Average CAR of September 2007 period is 18.63%.

3.1.2.Market Risk

Market risk, depending on interest, exchange and share price changes
emanating from fluctuations and shocks in financial markets, is defined as
possibility to make loss occur in the positions the banks recorded in on-balance
and off-balance sheet accounts. Interest rate risk analyzed within market risk in
this report includes only business portfolio.

3.1.2.1. Market Interest Rate Risk

Position Amount Subject to Risk

When the change experienced in the amounts of business portfolio and derivative
financial instruments, of the positions subject to market interest ratio risk in
September 2006- September 2007 period is analyzed, it is observed that
business portfolio amount was realized in TRY 121 billion levels, while derivative
financial transactions was TRY 162 billion as of September 2007. The increase
experienced in usage of derivative instruments by banks is noteworthy (Chart
3.1.2-1).
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Chart 3.1.2-1: Development of Business Portfolio and Derivative Financial
Trans.
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Sensitivity to Risk Factors

Distribution of securities by types shall be considered in evaluation of the
sensitivity to risk factors in market interest rate risk. It is observed that no
considerable change realized in the distribution of business portfolio by security
types. The share of variable interest within portfolio increased, while the share of
fixed interest securities decreased (Table 3.1.2-1).

Table 3.1.2-1: Distribution of Business Portfolio by Security Type

Jun.07 Sep.07
TL FX Total TL FX Total
Government Securities + Liquidity Bills 66,44 19,04 85,48 67,67 17,71 85,38
Variable Interest 37,70 12,46 50,15 39,09 11,60 50,69
Fixed Interest 28,74 6,59 35,33 28,58 6,10 34,69
Eurobond 0,00 11,64 11,64 0,00 11,39 11,39
Variable Interest 0,00 0,00 0,00 0,00 0,00 0,00
Fixed Interest 0,00 11,63 11,63 0,00 11,39 11,39
Stock and Investment Fund 0,34 0,07 0,41 0,41 0,05 0,46
Other 0,02 2,45 2,47 0,08 2,71 2,79
Variable Interest 0,01 2,16 2,16 0,02 2,43 2,45
Fixed Interest 0,01 0,29 0,31 0,05 0,28 0,33
Not Subject to Interest 0,00 0,00 0,00 0,00 0,00 0,00
TOTAL 66,81 33,19 100,00 68,16 31,84 100,00
Variable Interest 37,71 14,61 52,32 39,12 14,02 53,14
Fixed Interest 28,75 18,51 47,27 28,63 17,77 46,41
Other 0,34 0,07 0,41 0,41 0,05 0,46
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Development of Risk Factors

Government securities interest rates are the most important risk factor affecting
the value of the items of banks exposed to interest rate risk.

Due to the turbulence in world market, average composite interests realized in
Government Securities (GS) secondary market, however increased in July and
August, decreased in June-September period and realized as 16.99%. Having
analyzed the interest yield volatility data to be published in the following volumes
of the report instead of the interest volatility, as it reflects the affect of the change
in Government Securities to securities, it is observed that interest yield volatility
did not exceed 0.4% throughout 2007 and is considered as a positive
development in point of the market interest risk the sector is exposed to (Chart
3.1.2-2).

Chart 3.1.2-2: Average Composite Interest and Volatility in Second-hand GS
Market
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In this sub-section, it is aimed to estimate the changes to be experienced in
capital, through scenarios on the changes possible to arise in bond and bill
prices.

It is observed that deposit banks, whose ratio of total fixed interest GS and
Eurobond in their portfolio to own-funds is high, are likely to be affected mostly
from the changes in GS and Eurobond prices. Moreover, while fixed interest GS
and Eurobond amounts decreased when compared with June 2007 results,
increase in own-funds resulted in relatively positive scenario results (Table 3.1.2-
2)
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Table 3.1.2-2: Effects of Possible Changes in Second-hand GS and
Eurobond Prices

Change in Second-hand GS Prices (%)

As of September 2007 (TRY Million) -10 -5 -1 1 5 10
Business Oown-

Banks Portfolio Fixed Interest GS  fund Effects of Changes in Prices to Capital (%)
Deposit 119.482 41.401 60.969 -6,8 -3,4 -0,7 0,7 3,4 6,8
DIB 1.845 698 8394 -08 -0,4 -0,1 0,1 0,4 0,8
Total 121.327 42.099 69.363 -6,1 -3,0 -0,6 0,6 3,0 6,1

Change in Eurobond Prices (%)

As of September 2007 (TRY Million) -10 -5 -1 1 5 10
Business Fixed Interest Own-
Portfolio Eurobond fund Effects of Changes in Prices to Capital (%)
Deposit 119.482 13.651 60.969 -2,2 -1,1 -0,2 0,2 1,1 2,2
DIB 1.845 171 8394 -0.2 -0,1 0,0 0,0 0,1 0,2
Total 121.327 13.821 69.363 -2,0 -1,0 -0,2 0,2 1,0 2,0
3.1.2.2. Stock Price Risk

In this section the stock price risk possible to be exposed due to unexpected
changes in market prices of stocks and derivative transactions based on stocks
the banks monitor in their business portfolios is analyzed within the scope of the
development and risk level of risk factors.

Development of Risk Factors

ISE price movements at which a considerable part of investments in stock
portfolio of banks transact is the most important risk factor determining the value
of positions composed of stock prices and positions emanate from these stocks.

It is observed that ISE-100 index, following the decrease originated from the
mortgage crisis in July 23— August 16 period began to increase and realized by
54.973 points level in September 2007. Although the index yield volatility
increased during mortgage crisis period, it decreased in the following period and
fluctuated in 0.5% and 4% band in June— September 2007 period (Chart 3.1.2-3).
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Chart 3.1.2-3: ISE-100 Index and Daily Yield Volatility
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In this section, it is aimed to calculate the changes possible to occur in capital,
through scenarios concerning the changes possible to arise in stock ad
investment fund prices.

It is observed that price changes in stock and investment fund has limited effect
on the profitability of the sector and that scenario results display no considerable
change in September 2007 when compared to June 2007 (Table 3.1.2-3).

Table 3.1.2-3: Effect of Possible Changes in Stock and Investment Funds
Prices

Changes in S+IF Prices (%)

As of September 2007 (TRY Million) -10 -5 -1 1 5 10
Stock and

Business Investment Oown-

Portfolio Fund funds Effects of Changes in Prices to Capital (%)
Deposit 119.482 491 60.969 -0,08 -0,04 -001 001 004 0,08
DIB 1.845 65 8.394 -0,08 -0,04 -001 001 004 0,08
Total 121.327 556 69.363 -0,08 -0,04 -001 001 004 0,08
3.1.2.3. Foreign Exchange Risk

Position Amount Subject to Risk

When on-balance sheet and general FX open position is analyzed (Chart 3.1.2-
4), it is observed that on-balance sheet open position (OBP) was realized as USD
6.8 billion in end of the first quarter of 2007, it began to increase in the second
quarter and amounted to USD 9.2 billion in July. At the end of the analysis period
OBP began to decrease and was realized in USD 7.5 hillion levels. Throughout
the sector foreign exchange net general position (FXNGP) maintained its positive
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value until end-2006 and had negative values until September 2007. However, it
returned back to positive value and was realized as USD 73 million as of end-

September.
Chart 3.1.2-4: In-Balance Sheet Position and FX Net General Position
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Development of Risk Factors

Main risk factors for the foreign exchange risk the sector is exposed to are USD
and EUR rates. When rate changes are analyzed, it is observed that both in USD
and EUR rates, following the fluctuation in May 2006, decreased generally
despite the minor rapid increase in rates in August. The soft increasing tendency
in cross rates owing to the fact that dollar weakened in global markets attracts the

attention.
Chart 3.1.2-5: Development of USD and EUR Exchanges and EUR/USD

2,00

1,90 -

1,80

1,70

1,60 -

1,50

1,40

1,30

1,20

1,10 -

1,00
(=] [ P~ e [ P~ P~ P~ P~ P~ P~ P~ P~ P~ P~ [ [ [ [ [
2 ° ] ° = =] ° ° ° ° ° @ @ - - ° ° ° ° ]
g T T & @ ® @®w F ¥ @© 4B 9 ¢ & = w @w & & o
2 o 2 5 B s © & & ©& © & & &5 © & =& & 5 =
(=] [=] s = -+ - I3 = I3 =3 e = = = + - "I =~ prd I~
A8 % g T T 8 eos e wm g 3T om o5 od0b

usp EUR Cross exchangerate

BRSA 84  Financial Markets Report/September 2007



Following the fluctuation in May 2006, it is observed that the volatility decreased
in the first two quarter of 2007 when compared to the previous period (Chart
3.1.2-6). However, as a result of the problems in USA mortgage market in July, it
is observed that volatility in rates increased. While the decrease in USD rate as of
June 2007-September 2007 period had an effect decreasing the exchange risk
the banks are exposed to due to USD items, the increase in volatility had an
effect on increasing this risk.

Chart 3.1.2-6: Development of USD Yield Volatility
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In this section, effects of changes in foreign exchanges on capital are evaluated
through scenarios.

In September 2007, the changes which possible rate changes may cause in
capital in all scenarios did not, by absolute value, change considerably in deposit
and development and investment banks in comparison with June 2007 period,
while it increased considerably in participation banks (Table 3.1.2-4). Moreover, it
is observed that deposit banks with high ratio of on-balance sheet position
amounts to own-funds is the most sensitive group to exchange increases.

Table 3.1.2-4: Effects of Possible Changes in Rates

Change Rate in Exchanges (%)

As of September 28, 2007 (USD Million) -20  -10 1 5 25 50
on OBP/O
Balance wn-
Sheet wn- - funds  pyxngp FANGPIOWN- oo of Changes in Rates to Capital (%)
- ds funds (%)
Position (%)
(OBP)
Deposit -7.505 50.684 -14,8 25 0,0 2,96 1,48 -0,15 -0,74 -3,70 -7,40
Development  -208 6.958 -3,0 4 0,1 0,60 0,30 -0,03 -0,15 -0,75 -1,49
Participation 255 1.796 14,2 40 2,2 -2,84 -1,42 0,14 0,71 3,55 7,10
Total -7.458 59.438 -125 69 0,1 251 1,25 -0,13 -0,63 -3,14 -6,27

Central Bank term-end rate is used.

Only on-balance sheet position is taken into consideration when calculating the effect of changes in rates to capital.
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3.1.3.Structural Interest Rate Risk

3.1.3.1. Position Amount Subject to Risk

Position subject to risk for structural interest rate risk is interest deficits defined as
the difference between assets and liabilities to be revaluated in the related
maturity tranche. In June 2007-September 2007 period, 1-month TL deficit
increased by TRY 16 billion and amounted to TRY 70.9 billion, while 1-3 months
TL deficit was TRY 19.7 billion in June and TRY 11.6 billion in September. It is
observed that the change between two periods is TRY 33.6 billion. In the related
period, 1-month FX deficit decreased by TRY 0.3 billion and realized as TRY
33.65 billion, while 1-3 months FX deficit decreased by TRY 7.5 billion and
realized in TRY 5.79 billion level (Chart 3.1.3-1).

Considering the change in the period, it is observed that 1 month deficit
decreased in TL by absolute value in the last two quarters of 2006 however, a
considerable increase occurred in the deficit mentioned in the first quarter of
2007. It is observed that the horizontal process continued in 1 month TL deficit in
the second quarter of 2007 however, a considerable increase occurred in the
third quarter. It is observed that no considerable change was experienced in 1
month FX deficit and 1-3 months FX deficit levels throughout September 2006—
September 2007 period. 1-3 months TL surplus increased considerably in the
last quarter of 2006, while it fluctuates in 2007.

Chart 3.1.3-1: Development of Interest Rate Deficits
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3.1.3.2. Development of Risk Factors

In this section, TL and FX exchange rates known as the main risk factors for
structural interest rate risk are analyzed.
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Development of Interest Rates

In September 2006— September 2007 period, Clearing Bank simple interest
continued to process in 16-18% band, while GS value today composite interest
decreased by 17% in the third quarter of 2007 from 18%. The Central Bank
Monetary Policy Board decreased interest rate by 0.2 base points in September
14, 2007 and CBRT Interbank interest rate was realized as 17.25 in end-
September.

Chart 3.1.3-2: Development of Interest Rates
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3.1.3.3. Risk Level

In this section, various scenario analysis and results made in order to determine
the structural risk level the sector is exposed to is analyzed. In the analysis, when
the residual terms to reprising of asset and liability of the bank and average
placing interest and liability cost are constant, the effect of interest changes on
the profitability of the bank is calculated. In the calculations, it is assumed that
sensitivity of asset and liability of the bank to interest is stable during the analysis
period. Moreover, it is assumed that there is no new liability access and the time
value of money neglected during the analysis. Interest changes being
implemented according to periods are displayed in the Table 3.1.3-1. For
instance, in Scenario 3, TRY interests increase by 1 point after 1 month, 2 points
in 1-3 months period, 3 points in 3-6 months period and 6 points in 6-12 months
period.
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Table 3.1.3-1: Scenarios on Structural Interest Rate Risk

Change in TL Interests (points) Change in FX Interests (points)
Scenarios
1ay 1-3 ay 3-6 ay 6-12 ay 1ay 1-3 ay 3-6 ay 6-12 ay

Scenariol 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 1,00 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
Scenario 10  -1,00 -2,00 -3,00 -6,00 -0,25 -0,50 -0,75 -1,50

When alternative profit and loss arise as a result of the scenarios implemented in
TL and FX items, it is observed that total profit and loss values in all scenarios,
excluding scenario 1 and scenario 8 is higher by absolute value in September
2007 period are higher as absolute value when compared June 2007 period.

Table 3.1.3-2: Scenario Results on Structural Interest Rate Risk

Profit/Loss March 07 June 07 September 07

(TRY Million) 1 FX  Total TL FX Total L FX Total
Scenariol -1.006 0 -1.006  -1.035 0 -1.035 -1.203 0 -1.203
Scenario 2 0 -672 -672 0 -710 -710 0 -691 -691
Scenario 3 -9.775 0 -9.775  -12.239 0 -12.239 -13.451 0 -13.451
Scenario 4 0 -4.076  -4.076 0 -4.098 -4.098 0 -3.468 -3.468
Scenario 5 -4.206 -2.589 -6.795 -4549 -2.675 -7.224 -5.654 -2.254 -7.908

Scenario 6 -10.069 -3.362 -13.431 -10.348 -3.548 -13.896 -12.035 -3.456 -15.492
Scenario 7 -10.468 -9.833 -20.301 -16.689 -9.899 -26.587 -17.571 -7.728 -25.300
Scenario 8 1.006 0 1.006 1.035 0 1.035 1.203 0 1.203

Scenario 9 0 672 672 0 710 710 0 691 691

Scenario 10 9.775 4.076 13.851 12.239 4.098 16.337 13.451 3.468 16.919

When scenarios are analyzed stating unit increases in interests, it is observed
that the loss amount arise in Scenario 1 representing 1 point TRY interest rate
increase in 1-month period was calculated as TRY 1.203 million for September
2007 period while it was TRY 1.035 million in June 2007 period. Similarly, in
Scenario 2 representing 1 point USD interest rate increase in 1-month period was
calculated as TRY 691 million for September 2007 period while it was TRY 710
million in June 2007 period.
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3.1.4.Liquidity Risk

In this section, it is aimed to analyze the liquidity risk to which the Turkish banking
system is exposed, within the framework of the provisions of “Regulation on
Calculation ad Evaluation of the Liquidity Adequacy o Banks” (Regulation on
Liguidity) became operative pursuant its publication in November 1, 2006.

When the evaluation of daily total liquidity adequacy rates are analyzed by
banking groups, it is seen that they have realized above the minimum levels
determined in Regulation on Liquidity for all banking groups.(Chart 3.1.4-1)

Chart 3.1.4-1: Evaluation of Daily Total Liquidity Adequacy Ratios
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When the evaluation of total liquidity adequacy ratios related to one-month
maturity slice by banking group is analyzed, it is seen that as of September 2007,
for all the banking groups, the liquidity ratio are above the legal limits (Chart
3.1.4-2).

Chart 3.1.4-2: Total Liquidity Adequacy Ratios Related to One-Month
Maturity Tranche
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3.1.5.0perational Risk

When the influence of operational risk on capital adequacy ratio is analyzed, it is
seen that as of June 2007, as a result of calculating the amount subject to
operational risk and using fundamental indicator method to face this risk and
separating the capital, the capital adequacy ratio decreased by 2.9 points. As of
September, operational risk decreased the capital adequacy ratio 2.8 points

(Chart 3.1.5-1).
Chart 3.1.5-1: Influence of Operational Risk on Capital Adequacy Ratio
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3.1.6.Capital Adequacy

The capital adequacy (CAR) ratio which was realized as 18.7% in the period of
June 2007 is realized as 19.4% in September 2007. The total own funds of the
banking sector are increased by TRY 4.7 billion to TRY 72.3 billion within the
period of June- September 2007, the risk weighted assets are increased to TRY

373.8 billion (Chart 3.1.6-1).

Chart 3.1.6-1: Own fund, Risk Weighted Assets and Capital Adequacy Ratio

TRY Billioy %
400 25
35C 220 21 20 220 g X

p 21 21.¢ 20
300

i 18 18,68 18,68 19/
25¢ [ 1c
20¢C
15 K
10¢

i 5
50

0 0
10/0€ 1106  12/0¢ 01/07 02/07 03/07 04/07 05/07 06/07 07/07 08/07 09/07
I |
Total Own funds Total RW/ CAR (Right
BRSA 90 Financial Markets Report/September 2007



Despite the decrease of solo CAR in Development and Investment Banks within
June 2007 - September 2007 period, the solo CAR increases throughout the
sector. The consolidated CAR also increased throughout the sector (Table 3.1.6-
1).

Table 3.1.6-1: Solo and Consolidated CAR by Banking Groups

March 07 June 07 September 07

Solo Consolidated Solo Consolidated Solo Consolidated
Deposit 20,3 19,9 17,1 15,9 17,8 16,5
DIV 84,2 76,5 68,0 33,9 66,4 33,9
Participation 16,6 16,5 16,1 14,3 16,2 14,3
Total 22,2 20,8 18,7 16,1 19,4 16,7

* Consolidated data includes only banks calculating consolidated capital
requirements while solo data includes all the banks.

When the data related to the share of minimum capital required for risks exposed
within total capital requirements given in the Table 3.1.6-2 are analyzed, it is seen
that in parallel with the increase of capital adequacy ratio, the capital surplus ratio
has increased. The operational risk which is added to the calculations since June
2007 creates a higher capital requirement than market risk.

Table 3.1.6-2: Distribution of Legal Capital Adequacy

Deposit DIB Participation Total

June 07 September 07 June 07 Sept. 07 June 07 Sept. 07 June 07 Sept. 07

Loan Risk 38,4 37,4 9,3 9,8 44,1 43,7 35,2 34,3
Market Risk 2,1 1,9 0,7 0,6 0,3 0,8 1,8 1,7
Operational Risk 6,2 5,8 1,8 1,7 53 5,0 57 53
Capital Surplus 53,3 55,0 88,2 88,0 50,2 50,5 57,3 58,7

3.1.7.Profitability Analysis

The profitability of banking sector increased by 35% in September 2007 when
compared to September 2006 and the period profit of sector within the first three
quarters are realized as TRY 11.4 billion. The source of important increase of
profitability is still loan interest income and the increase of interest income of
securities portfolio. The increases in these items were respectively 38.7% and
18.2%. When the total income-expenditure structure of the sector in September
29007 is analyzed; it is seen that total income of sector is increased by 26.9%
when compared to September 2006 and its total expenditure increased by25.9%.

Table 3.1.7-1: Shares of Chosen Income Table ltems within Total Income

% Dec.04 Dec.05 Dec.06 Sep.07
Loan Interest Income 20,0 23,2 18,9 20,9
Securities Portfolio Interest Income 23,7 20,1 13,8 15,6
Capital Market Transaction Income 2,6 7,3 18,2 22,2
Banking Services Income 4,9 5,5 4,2 4,2
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Table 3.1.7-2: Shares of Chosen Income Table ltems within Total
Expenditure

% Dec.04 Dec.05 Dec.06 Sep.07
Deposit Interest Income 22,8 22,4 18,7 20,4
Interests d to Financial Markets 4,2 4,5 4,4 5,2
Provision Expenditure 4,6 7,2 3,0 2,6
Operational Expenditure 10,4 12,0 8,3 8,3
Financial Liabilities 3,8 4,2 25 0,3
Other Non-Interest Expenditure 15 3,0 1,2 0,9
Capital Market Transaction Loss 0,9 6,2 16,0 22,0

Securities Interest Income: Trading Securities + Securities Available to Sale + Securities to be Held until Maturity

Capital Market Transaction Income: Security Trading Profit + Income from Derivative Financial Instruments

Capital Market Transaction Loss: Securities Trading Loss + Loss from Derivative Financial Instruments

Banking Services Income: Transfer Commission + Collection and Payment Commissions +Credit Card Fees and Commissions + Other

Operation Expenditure: Personnel Expenditure + Severance Pay Provision Expenditure + Other Operational Expenditure + Amortization Expenditure
Interests Paid to Financial Markets: Repo Interest Expenditure + Interest to Banks Expenditure + Interest Expenditure for Monetary Market
Transactions

When the profitability of sector is analyzed by banking groups, it is seen that the
profitability of public banks within the sector is decreasing, while the share of
private banks is increasing. The reason of this is accepted to be the decreasing
inflation and crowding out effect and within this context, the amelioration of
competition environment. Within the period of September 2007 the share of
public banks within total profitability of sector is 30.4% while in private banks this
rate is as 52.7%.

Chart 3.1.7-1: Profitability Shares by Banking Groups
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The banking sector sustained the increase in its profitability performance within
period of September 2007, too. The average own funds profitability of sector is
realized as 22.5% and its average asset profitability is realized as 2.8%.

When the profitability of banking sector is analyzed by function, it is seen that the
increasing tendency continued in deposit banks, however there is a decrease in
development and investment banks and participation banks. The reason of this is
the fact that in development and investment banks and in participation banks, the
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assets and own funds increase considerably faster than the profitability and that
the mentioned ratios are influenced negatively from this situation.

Table 3.1.7-3: ROA and ROE Ratios by Function Group

ROA % Dec.05 Sep.06 Dec.06 Sep.07 ROE % Dec.05 Sep.06 Dec.06 Sep.07
Sector 1,7 2,4 2,4 2,8  Sector 11,8 18,8 18,7 22,5
Deposit Banks 15 2,3 2,4 2,7  Deposit Banks 11,7 19,7 21,1 239
Participation Banks 3 3,2 3,3 3,1 Participation Banks 335 31,9 308 27,3

Dev. and Inv. Banks 5,8 5,6 5,2 4,7  Development and Investment Banks 12,1 11,7 10,8

9,8

The ratios are calculated as the average by own funds or assets of 12 months of total profit 12 months.

When the profitability performance is analyzed by scales it is seen that asset and
own funds yields of small and large scaled banks are remaining while those of
medium scaled banks are decreasing. After the period of June 2007 the
profitability speed of medium scaled banks slowed down, and after August 2007,
less profit are started to be made when compared to the same period of 2006.
The net profit of period of medium scaled banks in September 2007 decreased
by 7% when compared to the net profit of September 2006.

Table 3.1.7-4: ROA and ROE Ratios by Scale

ROA % Dec.05 Sep.06 Dec.06 Sep.07 ROE % Dec.05 Sep.06 Dec.06 Sep.07
Large 1,2 2,2 2,3 2,9 Large 9,1 19,8s 20,9 26,5
Medium 3,0 2,9 2,6 2,1 Medium 22,7 24,9 23,1 17,5
Small 3,5 3,2 2,5 3 Small 13,9 12,4 9,6 10

The ratios are calculated as the average by own funds or assets of 12 months of total profit 12 months.

3.2. Non-Banking Financial Sector Risk, Capital and Profitability
Evaluation

In this section, the risk assessment of financial leasing, factoring and consumer
financing companies will be given. The data reported by these companies are
more limited than the data reported by banks, consequently, the analysis made
for companies are less scoped than the analysis made for banks. Furthermore,
the reporting by these companies are made quarterly, thus the number of
observations are less in these analysis.

3.2.1.Financial Leasing Sector

3.2.1.1. Loan Risk

The fundamental indicator of the size of positions subject to risk in the financial
leasing sector is the transaction limit ratio defined as the receivables to own
funds ratio. The legal limit determined for this ratio is 30.

When the transaction limit ratio for financial leasing sector within the period of
March 2006 — September 2007 is analyzed, (Chart 3.2.1-1), a continuous
increase is observed in this ratio. This increase is observed for all scale groups.
This situation shows that the increase in receivables is more than the increase in
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own funds and it is evaluated as a development causing the increase of positions
subject to risk and thus loan risk of sector. Especially because of the decreases
occurred in own funds of small sized enterprises, an important increase occurred
in transaction limit ratio within the period of March 2007-September 2007. When
the transaction limit ratio is analyzed generally, it is seen that the group with
highest risk is medium scaled enterprises while large scaled enterprises are
operating with a transaction limit adequate to the general movement of sector.

Chart 3.2.1-1: Transaction Limit Ratio for Financial Leasing Sector
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Another indicator reflecting the quality of loans granted within previous periods in
financial leasing sector is the ratio of NPLs to gross receivables given in the
Chart 3.2.1-2. While this ratio is realizing low in small scaled enterprises, it
conducts normally to sector for other enterprises and the larger the scale of
enterprises, the lower the risk. The average NPL ratio of the sector is 3.4% as of
September 2007.

Chart 3.2.1-2: Financial Leasing Sector NPLs / Gross Receivables
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3.2.1.2. Market Risk

The financial leasing sector is exposed to an important amount of exchange rate
risk because of the on-balance sheet deficit position. When the FXNGP/Own
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funds ratio within the Chart 3.2.1-3 is analyzed, it is seen that large scaled
enterprises are operating generally with open positions but that within period of
March 2006 - September 2007 they have closed considerably these open
positions. The reductions occurred in exchange rates are affective in this
situation. The medium scaled enterprises which had open positions within June
2007 have closed these positions as of September. In small scaled enterprises,
the on-balance sheet positions have always realized as closed. Within the third
quarter of 2007, a tendency to close is observed throughout sector.

Chart 3.2.1-3: Financial Leasing Sector FX Net Position/Own Funds
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3.2.1.3. Profitability Analysis

When the average asset profitability (ROA) and average equity profitability (ROE)
of financial leasing companies in September 2007 are analyzed (Table 3.2.2-1); it
is seen that profitability ratios decreased when compared to June 2007 and asset
profitability is realized as 3.5% and the own funds profitability is realized as
18.3%.

Table 3.2.1-1: Average Asset and Equity Profitability of Financial Leasing
Companies

% Dec.06 Mar.07 June07 Sep.07
ROA 4,3 4,4 4,2 35
ROE 20,3 21,1 20,6 18,3

3.2.2.Factoring Sector

3.2.2.1. Loan Risk

The legal upper limit corresponding to factoring sector transaction limit ratio is 30.
Within the period of September 2007, the transaction limit ratio of sector was 3,
which was below the legal upper limit. When the transaction limit ratio is analyzed
by scale, it is seen that large scaled factoring companies had higher risks, but it
approached to the general of sector in time. Within September 2007, the
transaction limit ratio of large, medium and small scaled companies were 3.9; 2.9
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and 2.2, respectively. It is seen that in factoring sector, the larger the scale of the
company, the higher the risks for transaction limits.

Chart 3.2.2-1: Factoring Sector Transaction Limit Ratio
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3.2.2.2. Market Risk

The NPL ratio of factoring sector kept its stable movement in September 2007
and is realized as 2.8%. It is seen that small scaled enterprises have higher risks
of NPL ratio than the sector in general. When the transaction limit ratio and NPL
ratio are evaluated together, it is seen that large scaled companies have a bigger
appetite for taking risks, and that their NPL ratio is low; and that small scaled
companies have lower appetite for taking risks while their NPL ratio is high.

Chart 3.2.2-2: Factoring Sector NPLs /Gross Receivables
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When the on-balance sheet FXNGP/own funds ratio is analyzed for factoring
sector, it is observed that especially in large scaled companies the fragility face to
exchange risk is decreasing but it also keep existing. Within September 2007 the
open position ratio throughout sector is realized as -49.2%, and as -134.4% for
large scaled companies.
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Chart 3.2.2-3: Factoring Sector FX Net Position/Own Funds
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3.2.2.3. Profitability Analysis

Within the period of September 2007, a significant decrease occurred in the
profitability performance of sector. Within this framework, the profitability in
September 2007 decreased by 51% when compared to September 2006.

Table 3.2.2-1: Average Asset and Equity Profitability of Factoring Sector

% Dec.06 Mar.07 JuneQ7 Sep.07
ROA 9,1 10,3 9,7 4,4
ROE 32,9 36,3 34,9 15,5

3.2.3.Consumer Financing Sector

3.2.3.1. Loan Risk

The legal upper limit corresponding to consumer financing sector transaction limit
ratio is 30. When the evaluation of the ratio is analyzed (Chart 3.2.3-1), it is seen
that the ratio calculated for throughout sector is realized within the interval of 10-
15. In the consumer financing sector, in which the asset size is considerably
composed by large scaled companies, this ratio is decreased within the period of
June 2007 - September 2007, however the risk levels are increased, because the
medium scaled companies augmented their transaction limits within the period of
June 2007-September 2007. In small scaled companies, the transaction limit ratio
is considerably low, so the risk levels are also low.
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Chart 3.2.3-1: Consumer Financing Sector Transaction Limit Ratio
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Another important indicator of the risk levels of consumer financing sector is NPL
ratio given in the Chart 3.2.3-2. This ratio is realizing high in small scaled
companies, while in other companies it approaches to sector-wide figures which
are low. Furthermore, it is observed that the larger the scale of companies; the
lower the risk level. Especially in small scaled companies, an important increase
is observed in NPLs within June 2006-September 2006. However, it is seen that
this situation reduced as of the first quarter of 2007.

Chart 3.2.3-2: Consumer Financing Sector NPLs /Gross Receivables
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3.2.3.2. Market Risk

When the on-balance sheet FXNGP/Own funds ratio presented in Chart 3.2.3-3
is analyzed, it is seen that there are important open positions emanated from
large scaled companies throughout sector. The open position ratio throughout
sector is -160%. Large scaled companies have high open positions in sector.
While medium scaled companies had closed positions in March 2007, they
passed to open positions in June 2007, however as of September 2007 they
returned to closed positions. Small scale companies preserved their closed
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positions in general. It is seen that the exchange risk that the companies are
exposed to is in the same proportion as company scale.

Chart 3.2.3-3: Consumer Financing Sector FX Net Position/Own funds
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3.2.3.3. Profitability Analysis

When the average asset profitability (ROA) and average equity profitability of
consumer financing sector for the period of September 2007 are analyzed, it is
seen that the asset profitability is 1.5% and the own funds profitability is 19%.

Table 3.2.3-1: Average Asset and Equity Profitability of Consumer
Financing Sector

% Dec.06 Mar.07 June07 Sep. 07
ROA 15 1,7 1,8 15
ROE 21,5 23,9 24,3 19
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ANNEXES

Annex Table 2.3-1 Distribution of Leasing Receivables September 2007

Receivables Distribution by Customers %
% Ind. Commer
Jun07 Share Sep07 % Share Change Growth Enterp. cial SME Other
AGRICULTURE
714 72 811 7,5 0,3 13,5 58,2 2,1 4,7 1,7
INDUSTRY
4412 44,5 4.819 44.8 0,3 9,2 16,0 48,0 49,0 9,5
Mining
243 24 271 2,5 0,1 11,8 0,7 2,5 2,9 1,2
Food, Beverage, Tobacco
565 57 614 57 0,0 8,7 0,9 8,2 5,2 0,8
Textile, Leather, Cloth
1.075 10,8 1.138 10,6 -0,3 5,8 4,0 10,0 124 2,0
Wood, Paper, Printing
568 57 616 57 0,0 8,4 2,0 5,2 6,9 0,2
Chemistry Plastic and Oil
Products
461 4,7 520 4,8 0,2 12,7 1,1 5,8 5,0 1,8
Non-Metal Mines
238 2,4 244 2,3 -0,1 2,3 15 2,0 2,7 0,3
Metal Main Industry
445 45 487 4,5 0,0 9,3 2,7 4,3 51 0,6
Machine and Equipment Ind.
295 30 331 3,1 0,1 12,0 15 2,4 3,7 2,1
Electrical and Optic Device
Industry
121 1,2 130 1,2 0,0 7,9 0,2 11 1,4 0,4
Transport Vehicles Industry
119 1,2 136 1,3 0,1 14,0 0,3 1,4 1,4 0,0
Other Production Industry
281 2,8 333 3,1 0,3 18,2 1,3 5,2 2,3 0,1
SERVICES
4.742 47,8 5.081 47,2 -0,6 7,1 25,6 49,7 45,6 88,8
Construction
1.976 19,9 2.135 19,8 -0,1 8,1 16,4 20,3 21,2 3,7
Wholesale, Retall
Commerce, and Commission
400 40 423 3,9 -0,1 5,8 1,8 4,8 3,9 0,4
Hotels and Restaurants
186 1,9 204 1,9 0,0 9,4 0,2 1,9 2,1 1,4
Transpor.and Comm.
881 89 969 9,0 0,1 10,0 2,5 13,4 7,8 1,6
Financial Companies
353 3,6 366 3,4 -0,2 3,7 0,1 1,4 0,5 68,3
Real Estate Commission,
Consultation, Advertisement
187 1,9 174 1,6 -0,3 -7,0 0,7 1,9 1,6 0,6
Health, Edu. and Soc. Serv.
546 55 594 5,5 0,0 8,9 2,9 3,9 6,4 11,0
Culture, Entertain. and Other
Serv.
211 2,1 214 2,0 -0,1 1,3 0,9 2,1 2,1 1,8
OTHER
45 0,4 53 0,5 0,0 19,3 0,2 0,2 0,8 0,0
TOTAL TRY Million 10.76
9.913 100,0 4 100,0 0,0 8,6 765 3.548 6.025 420
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Annex Table 2.3-2 Distribution of Factoring Receivables September 2007

Receivables Distribution by Customers %
TRY Million Jun07 % Share Jun07 % Share Change Growth% Ent:er:g: Cé)rrgr;} SME Other
AGRICULTURE 84 14 164 2,7 1,3 95,9 2,1 14 2,0 0,0
INDUSTRY 4.057 69,7 4.099 68,4 -1,3 1,0 59,8 70,7 73,6 8,9
Mining 69 1,2 73 1,2 0,0 5,6 0,2 1,3 0,7 0,0
Food, Beverage, Tobacco 370 6,4 449 7,5 11 21,3 10,1 6,3 6,9 0,3
Textile, Leather, Cloth 968 16,6 959 16,0 -0,6 -09 12,7 158 234 4,6
Wood, Paper, Printing 395 6,8 320 53 -1,4 -18,9 4,6 7,2 55 0,2
Chemistry Plastic and Oil Products 579 9,9 500 8,3 -1,6 -13,6 8,0 10,1 10,7 1,9
Non-Metal Mines 372 6,4 375 6,3 -0,1 1,0 5,2 6,2 8,4 0,6
Metal Main Industry 565 9,7 625 10,4 0,7 10,7 6,8 105 6,6 0,1
Machine and Equipment Industry 236 40 255 4,3 0,2 8,2 7,7 3,9 5,0 0,8
Electrical and Optic Device
Industry 191 33 223 3,7 04 16,9 15 3,6 2,1 0,0
Transport Vehicles Industry 195 33 191 3,2 -0,2 -1,8 1,5 3,7 1,8 0,1
Other Production Industry 120 2,1 129 2,2 0,1 8,1 1,7 2,0 25 0,2
SERVICES 1.617 27,8 1.679 28,0 0,2 38 355 268 241 91,1
Construction 522 9,0 564 9,4 0,4 8,0 13,0 8,8 10,6 0,2
Wholesale, Retail Commerce,
Repair and Commission 522 9,0 482 8,0 -0,9 -7,7 13,7 9,3 7,6 0,1
Hotels and Restaurants (Tourism) 53 0,9 47 0,8 -0,1 -11,2 0,2 1,0 0,4 0,0
Transportation and
Communication 125 22 142 2,4 0,2 13,7 3,9 2,1 2,7 0,3
Financial Companies 115 2,0 110 1,8 -0,1 -4,7 0,8 1,6 0,1 34,0
Real Estate Commission,
Consultation, Advertisement 122 2,1 144 24 0,3 18,3 2,6 1,4 0,9 42,4
Health, Education and Social
Services 44 0,8 50 0,8 0,1 13,1 0,1 0,5 0,3 14,1
Culture, Entertainment and Other
Services 114 2,0 140 2,3 0,4 23,0 1,4 2,1 1,4 0,0
OTHER 62 1,1 51 0,9 -0,2 -16,6 2,5 1,2 0,3 0,0
TOTAL TRY Million 5.819 100,0 5.993 100,0 0,0 3,0 103 4787 821 110
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Annex Table 2.3-3: Distribution of Financing Receivables September 2007

Loans Distribution by Customers%
Com
% % merci

Jun07 Share Sep07 Share Change Growth Household al SME Other

AGRICULTURE

13 0 13 0,4 0,0 5,3 0,1 0,0 2,6 0,0
INDUSTRY
2.123 65 2.261 65,9 0,6 6,5 88,9 60,7 15,9 68,2
Mining
1 0 2 0,1 0,0 60,6 0,0 0,0 04 0,0
Food, Beverage, Tobacco
9 0 9 0,3 0,0 1,8 0,0 00 1.8 0,0
Textile, Leather, Cloth
11 0 10 0,3 0,0 -8,8 0,2 0,0 1,7 0,0
Wood, Paper, Printing
3 0 3 0,1 0,0 -6,2 0,0 0,0 0,6 0,0
Chemistry Plastic and Oil
Products
35 1 35 1,0 -0,1 -0,1 0,1 0,0 7,0 0,0
Non-Metal Mines
4 0 4 0,1 0,0 -4,2 0,0 0,0 0,7 0,0
Metal Main Industry
7 0 7 0,2 0,0 7,1 0,1 00 14 0,0
Machine and Equipment
Industry
4 0 4 0,1 0,0 -7,3 0,0 0,0 0,6 0,0
Electrical and Optic Device
Industry
2 0 1 0,0 0,0 -6,5 0,0 0,0 0,3 0,0
Transport Vehicles Industry
2.042 63 2.181 63,6 0,8 6,8 88,3 60,7 0,5 68,2
Other Production Industry
5 0 5 0,1 0,0 -4,9 0,1 0,0 0,8 0,0
SERVICES
561 17 556 16,2 -1,1 -1,0 2,3 16,5 81,3 1,1
Construction
61 2 61 1,8 -0,1 -0,8 0,2 0,0 12,0 0,0
Wholesale, Retail Commerce,
Repair and Commission
14 0 14 0,4 0,0 -2,0 0,0 00 28 0,0
Hotels and Restaurants
(Tourism)
9 0 9 0,3 0,0 -6,5 0,1 00 1,7 0,0
Transport. and Comm.
392 12 398 11,6 -0,5 1,4 0,7 16,5 52,3 1,1
Financial Companies
2 0 2 0,1 0,0 -3,8 0,1 0,0 0,2 0,0
Real Estate Commission,
Consultation, Advertisement
2 0 2 0,0 00 -294 0,0 0,0 0,2 0,0
Health, Edu. and Soc. Serv.
12 0 9 0,3 -0,1 -22,1 0,2 00 14 0,0
Culture, Entertainment and
Other Services
68 2 62 1,8 -0,3 -9,5 0,9 0,0 10,7 0,0
OTHER
553 17 599 17,5 0,5 8,3 88 229 0,2 30,6
TOTAL TRY Million/%
3.250 100 3.430 100 0,0 55 1.120 759 483 1.067
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