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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 evaluatfions 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 the Financial Markets Report is composed of three sections. The report
includes the evaluations concerning infernational and national  economic
developments, performance analysis by functional group and sector along with risk
level and capital adequacy of banks, financial leasing, factoring and consumer
financing companies.

In this Report, data related 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
in the following issues as a result of updating due to various reasons.

The Report was prepared depending on data received from the database by the date

of December 5, 2008. The updates following the mentioned date are outside the scope
of the Report.
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GENERAL EVALUATION

The global economic conditions are sfill declining because the financial crisis has spread to the
real sector and the loan constriction has deepened. This situation is reflected clearly on the current
economic indicators and to the latest expectations of international institutions and the
developments in financial markets became the main determinants of the economic outlook. The
IMF has decreased its predictions of 2008 and 2009 world revenue respectively to 3.7% and 2.2%,
while World Bank has decreased its predictions to 2.6% and 1%. When all these expectations are
observed, the correction of the 2009 growth predictions downwards is significant. Furthermore, alll
the infernational institutions are pointing out to the increasing uncertainty of the next period. Within
this framework, it is expected that the developed and developing countries will show a
performance below their long-term tendencies in 2008 and 2009. The worsening of the global
growth performances causes especially the deterioration of external demand conditions. The
development of economic confidence indicators and other leader indicators are indicating that
the dimensions of financial crisis will be deeper and its effects will be long-termed. In addition to
this deterioration of the general appearance, a possible increase in the volatility of energy and
product prices is considered as an important risk factor. All these developments cause the
increase of application of more protective policies. The deepening of the financial crisis by
including the financial institutions caused that in developing countries some measures to be taken
in addition to the traditional monetary policy instruments. The negative effects of these measures
on the public debt stock of these countries within the next period are unavoidable. Furthermore, it
is also seen that the present financial crisis is affecting negatively the capital flows related to the
emerging economies which hit the top in 2007. In 2008 and 2009, a slowdown is expecting in the
capital flows relating to emerging economies, new policies may be determined considering that
the fundamental capital inflow item will be by direct investments.

When 1itds obsetrevrents fsorncleonnghe 199008s; the Turkish

in average within the period of 199962002 has reached to a high growth average by 6.9% during
2003-2007 and within the third quarter of 2008 it grew by 0.5%. Despite the slowdown tendency
within the third quarter of 2008, it uninterrupted growth tendency which has been continuing for 27
quarters. However the negativities emanated by the global financial crisis have their reflection in
Turkey too. This situation may slowdown the economic growth within the third quarter of 2008 and
may also make difficult to reach the rate by 4% which is expected to be realized in 2008. As a
matter of fact, the developments in leader indicators such as the industry production index,
capacity usage ratio, consumer confidence index, and real sector confidence index do not
indicate that within the remaining part of year there will be a strong growth. While the recessing
internal demand and the decrease in energy prices make the inflation risk to reduce, the effect of
the increase in exchange rates on the inflation may remain limited for a while because of the
weak demand. On the other hand, in the entourage of recessed economic activity, a balance
between financial discipline and growth target is very important for long-term macro stability.
Furthermore, even if the structural problem in the current deficit kept remaining as of September
2008, due to the augmentation in exchange rates and the decrease in energy prices, it is thought
that this deficit would ease down.

In the global crisis environment, some measures aiming to minimize the risks are coming up.
Gaining the assets abroad to the national economy, making easier that the income and
corporate tax payers to bring their assets they possess o the country to their corporations as
capital, the profits earned abroad to be encouraged to be brought to the country, the tax by
10% taken by local investors in stock purchase and sale to be reduced fo 0, SME investment
support program and research and development incentfives are some of the structural
measures taken face to the crisis. Additionally, the Central Bank has decreased the FX required
reserve ratio by two points and has increased the export rediscount credit limit and interests
paid to TL required reserve ratio. Accordingly, with these applied measures and new economic
measures to be applied, it is expected that the liquidity recession in markets would be resolved
and that the loan channels would perform better.

The asset size of the Turkish financial sector increased by TRY 28.1% billion to TRY 889.9 billion in
the third quarter of 2008, and the ratio of financial sector assets to GDP is realized as 926.9%. In
the first three quarters of year, the total assets of the Turkish banking sector increased nominally
by 16.9% when compared to the previous year-end. When the global economic crisis is
considered, it is seen that the growing performance of Turkish banking sector makes important
contribution to the economy. The portfolio investments of domestic residents increased by 3.5%
when compared to previous quarter to TRY 512 billion, while total amount of investments of
residents abroad is realized as USD 77 billion. GS investments of residents abroad decreased
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compared to previous period, while their deposit increased. In September 2008, stock
investments of domestic residents decreased by 19.1%, and the stock investments of residents
abroad decreased by 34.5%. When looked generadlly, it is observed that within the first three
quarters of 2008, the investments of domestic residents increased while the investments of
residents abroad decreased.

The banking sector maintained its organic growth in the first three quarters of 2008, the number of
branches increased by 314 and the number of personnel increased by 4.352. The increasing
tendency of the number of ATMs in the banking sector is still continuing since the first half of year,
while the increase in the number of POS machines clearly sliowed down. The increase in the number
of credit and credit card customer which was started in the second quarter kept going on within the
third quarter too. The indicators showing the financial soundness of sector keep their positive conduct
as of September. Furthermore, the appearance relating to the capital structure of sector is positive.
The indicators showing the capacity fo measure the solvency present a little corruption comparing to
the previous year-end. The FX net general position presents a controlled appearance. The global
crisis conditions caused t h-odlantehsteetdXdosition and acaordingle
the off-balance sheet transactions to reduce. The off-balance sheet fransactions to total assets ratfio
decreased from 76.1% in March to 70.1% in September. The NPLs to gross loans ratio which is 3.2% in
September presents a healthy structure in loan portfolio. The indicators related to the profitability
have decreased when compared to previous periods but the effects of global crisis are reflected
finitely. It is seen that the BRSA BDDK Performance Index is above its basis year value as of September
and around ifs level within the first half of year. The present situation of the index shows that the sector
is presenting a positive performance in the global crisis conditions.

The fotal assets of the banking sector grew by 25.1% in the first nine months of year when compared
to the same period of previous year to TRY 680 billion. While there are no important changes in the
conduct of the increase of total assets, the increase in loans seems to be slowed down relafively. The
banks increased their cash values by TRY 1.5 billion pursuant the prudence principle face to negative
effects of global crisis. The deposit maintains its stable share by 70% within total foreign sources.
However, the maturity shorthess of sector in total resources is still continuing. The increase of the
bonksd tot al own funds by 7.6% within the third
them to protect their financial structure face to possible fluctuations and to continue supporting the
real sector.

While the share of banking sector TL assets in total increased to 68.4%, the share of TL liabilities within
total liabilities increased by 1.3 points to 66.6% when compared to previous quarter. The fact that
loans/deposit ratfio by banking groups keeps increasing in September shows that the infermediation
function maintains its strong conduct. Loans/deposit ratio increased by 1.8 points when compared to
the previous three months and realized as 86.3%. when analyzed the change index concerning
consumer loans extended by the sector, it is observed when compared to the previous quarter that
personal and other consumer loans increased higher than total consumer loans, the increase in
vehicle loans decelerated evidently, high growth in housing loans loosened in the third quarter of
2008.

Deposit-weighted resource structure of banking sector contfinues, of deposit which comprises 62% of
total liabilities as of September; about 40% is saving, 32% FX domestic account, 20% commercial and
other instfitution deposit, 5% deposit public enterprise and 4% is special current accounts in
participation banks. While the share of FX domestic account decreased by 1.4 points when
compared to the end of the previous year, savings deposit increased by about 1 point.

Resources from foreign markets due to the increases in borrowing costs in consequence of the global
crisis experienced no evident change throughout 2008. However, as no serious deterioration was
experienced in the curent macroeconomic outlook of Turkish economy and banking sector
maintains ifs strong condition as well as good risk management practices assist the procurement of
the said resources despite the cost increase. This development confirms the positive outlook of Turkish
Banking sector. Due to the decrease in the volume of derivative tfransactions made depending on
the fact that the deficit in on-balance sheet FX position shrank when compared to June, total off-
balance sheet fransactions decreased by 3.8% to TRY 476 bilion in September when compared to
the previous three months.

In financial leasing sector, return on equities and return on assets increased in September, the
number of loss-making companies decreased fo 10 in June. However, on the contrary in-balance
sheet FX net position ratio is 7.8% and the share of NPL within total receivables amounted to 5.7%. In
this period, assets of financial leasing companies increased by 0.2 points. Financial leasing incomes
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increased by 47.8% in the third quarter when compared to June 2008 period. In September 2008,
profitability of the sector increased by 36.7% when compared to the previous period. Return on assets
and return on equities of factoring companies experienced a noteworthy increase. Nevertheless,
ratio of NPL to total receivables increased by 0.9 points and amounted to 5.7% in September 2008
period. On the other hand, number of lucrative companies decreased to 14. Return on assets and
refurn on equities of consumer finance companies decreased significantly in the third quarter of
2008. As of September 2008, net profit of consumer finance companies decreased by 93.8% when
compared fo the same period of the previous year. While asset size of the sector increased by 2.65%
when compared to the second quarter of the year, the increase in loan is limited.

When the credit risk of banking sector in the third quarter of 2008 is analyzed, it is seen that it followed
a process in the sector in parallel o the previous period. As of the third quarter, NPL amount
increased by 7.3% when compared fo the previous quarter and realized as TRY 11.6 bilion. The share
of unsecured NPL within total NPL decreased by 0.4 points and the ratio of guarantee amounts to
loans increased by 4.1 points which both can be considered as positive developments in respect of
credit risk management. The decrease in the ratio of provisions set aside to NPL continues in this
period. The share of FX loans in total loans experienced no change when compared to the previous
quarter and remained in 24.9% level. As of September 2008, ratio of NPL maintained its stable
progress and realized as 3.1%. When the ratios of NPL in sectoral basis is analyzed, it is observed that
ratios of NPL extended to the sectors excluding industry sector increased. When the credit risk
concerning consumer loans is analyzed, it is observed that NPL amount relating to housing loans,
personal loans and credit cards and ratios of NPL increased. In this period, share of short-term loans
within fotal loans decreased by 0.9 points to 44.6% when compared to the previous period.

September 2008 credit risk scenario analysis results including the scenarios that cash and non-cash
loans convert into 1% and 5% of loss display that increases were experienced in the loss amounts
however the ratfio of these losses to own-funds decreased for all scenarios as the increase rate in
own-funds is higher. As a result of these scenarios, no significant change was observed in respect of
CAR change when compared to the previous period.

Commercial portfolio decreased by 19.4% in the third quarter of 2008, when compared to the
previous quarter and realized as TRY 104.2 bilion. The most important factor in the said decrease is
the legal amendment made on accounting securities. As a result of scenario analysis made in order
fo measure market risk for September 2008 period, rapid increase in own-funds and the decrease in
second-hand GS and Eurobond amounts the banks hold in their portfolios caused the effect of the
change in the said financial instruments on capital decreased slightly when compared to the
previous period. Scenario analysis concerning the changes in stock and investment fund prices of
which the amount within commercial portfolio decreased by about 30% in parallel to the decrease
in ISE demonstrate that the effect of these changes on capital decreased due to the increase in
own-funds.

Capital of development and investment banks are affected positively from exchange rate increases,
negatively from decreases, while deposit banks affected positively from decreases, negatively from
increases. Throughout the sector, sensitivity to exchange rate changes decreased when compared
fo the previous period.

Increase observed in TL deficits in the last quarter is considered as a negative development in respect
of structural interest rate risk. In the third quarter of 2008, average placing interest, average interest
cost and inferest margin experienced no significant change. Scenario analysis conducted in order to
determine the structural interest rate risk level the sector is exposed to designate the sensitivity to
structural interest rate risk increased in TL and FX.

In all banks groups, it is observed that FX liquidity adequacy ratios and total liquidity adequacy ratios
conceming daily and second-maturity tfranche were redlized above the determined threshold.
Throughout the sector, that FX liquidity adequacy ratio conceming the second-maturity franche
decreased by 127.8% and total liquidity adequacy ratio increased by 135.5%. This is derived from the
fact that the decrease rate in FX assets is higher than the decrease rate in FX liabilities.

Capital adequacy ratio which was 16.7% in June 2008 period was realized as 17.5% as of September
2008. The increase by 0.8 points observed in the third quarter stem from the fact that own-funds of
the sector increased higher than the increase in risk weighted assefts. It is considered that the sector
maintains ifs prudential approach by preserving its strong capital structure against the possible
deteriorations. As a matter of fact, paid-up capital of the sector increased by 11.4% in the said
period.
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As of September 2008, profitability of banking sector decreased by 5.4% when compared to the
same period of the previous year and redlized as TRY 11.1 billion. In the said period, high increase in
non-interest expenses when compared to non-interest incomes affects the profitability of the sector
negatively. Distribution of income items within total incomes displays that the customer-focused
profitability tendency continue in the sector. As a matter of fact, interest from loans, fees and
commissions and banking service incomes constitute 64% of total incomes. It is observed in the
weights of expense items of the sector in total expenses that interests to deposit constitute 55% of
fotal expenses. Hence, deposit weighted finance structure continue in the sector.
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IFS International Financial Statistics

IMF International Monetary Fund

ISE Istanbul Stock Exchange

IPE International Petroleum Exchange
ICI Istanbul Chamber of Industry
JPMHNDU JP Morgan Industry Index
JPMIGLOB JP Morgan Global Index

SME Smalland Medium Size Enterprise
SSDB Small Scaled Deposit Banks

DIB Development and Investment Banks
,d" /2 London Inter-Bank Offered Rate

MF Ministry of Finance

SP Securities Portfolio

CRA Central Registry Agency

MSCI Morgan Stanley Capital Index

MXX MXSE IPC

OECD Organization for Economic Corporation and Development
MSDB Medium Scaled Deposit Banks

AMA Automobile Manufacturers Association
Pl Performance Index

PMI Global AHindustry Output Index

POS Point of Sale

RWA Risk Weighted Assets

ROA Return on Assets

ROE Return on Equities

S&P Standard and Poors

CMB Capital Markets Board

CAR Capital Adequacy Ratio

CBRT Central Bank of the Republic of Turkey
NPL Non-Performing Loans

SDIF Saving Deposit and Insurance Fund
TL Turkish Lira

ACMII The Association of Capital Market Intermediary Institutions of Turkey
AIRC Association of the Insurance and Reinsurance Companies of Turkey
CPI Consumer Price Index

TSI Turkish Statistical Institution

uUsD American Dollar

PPI Producer Price Index

SHTM Securities Held to Maturity

TDE Turkish Derivatives Exchange

FX Foreign Exchange

FXNGP FX Net General Position

TRY New Turkish Lira
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1 ECONOMIC FRAMEWORK and DEVELOPMENTS
1.1 Global View
1.1.1 Macroeconomic Developments

Global economic conditions continue to be corrupted by the spread of financial crisis to real
sector and the deepening of credit shortage. This situation reflected significantly on the latest
economic indicators and the latest predictions of international institutions and the
developments in financial markets became the main determiner of the economic view.

IMF decreased its 2008 and 2009 world product predictions to 3,7% and 2,2%, respectively and
the World Bank decreased its predictions to 2,6% and 1%, respectively. The OECD predictions for
the said economic area are updated as 3,3% and 1,6%, respectively. When all these predictions
are considered, the downwards correction in 2009 growth predictions is remarkable.
Furthermore, all the infernational instfitutions point out to the increasing uncertainties belonging
to the following period. Accordingly, when the growth for 2008 and 2009 is considered by
developed and developing countries, a performance below the long-term tendencies is
predicted.

Chart 1.1-1: Global Growth Tendencies
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JPMI decreased more in October. This situation emerges from the confidence lack towards the
economic activity in addition to the financial crisis. The index is continuing below 50 which is the
threshold value. Global inflationist pressures decreased especially depending on the decrease
in product prices and the economic slow-down. The weakening global demand has significant
effects on the decrease in product prices. When 12-month consumer prices increase speed in
the OECD area is analyzed, it is seen that the increase was realized about 4,5% level which was
below the previous month in September.

When the measures taken towards the said corruption in global view are evaluated, it is seen
that monetary policy instruments will be useful in the first phase. Besides, especially in this period
in which the uncertainties increased, with the aim of the re-implementation of consumer and
investor confidence, evaluation of the practice of effective finance polices is presented as an
important policy option.

Chart 1.1-2: JPMorgan PMI and 12-Month CPI Changes for Selected Regions
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Chart 1.1-3: Growth Predicitons by Selected Countries
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When the developments and latest predictions by regions are analyzed, it is seen that the
developments in the US economy are much more worrying than expected. The US economy is
foreseen to get smaller by 0,3% in the third quarter after the growth by 2,8% in the second
quarter of 2008. Fundamentally, the regress in private sector consumption expenditures by the
decrease in the affects of financial recovery program announced is effective on this
development. The value loss in household financial assets, especially the correction in housing
market, leads household wealth stock to decrease. In addition, the corruption in indebtment
facilities causes economic view to be corrupted significantly. Furthermore, in the beginning of
December, The USA National Bureau of Economic Researches (NBER) declared the last quarter
of 2007 as the peak point of the economic period officially. Thus, after an expansion period
lasting for 73 months, the USA economy entered intfo a narrowing period as of December 2007.
In total of 10 periods which are determined between 1945-2001 period, while the average
narrowing lasted for 10 months, the average period between two peak points is calculated as
67 months.

Despite the decrease in foreign demand, it is seen as a positive development that (net) foreign
tfrade had positive contributions to growth in the third quarter in the USA. The IMF foresees that
the GDP growth will decrease to 1,4% in 2008 in the USA and the economy will narrow by 0,3% in
2009. The OECD predicts that the narrowing will be by 0,9% in 2009. The main reasons for the
regression of 2009 predictions are listed as the increase in indebtment costs besides the
decrease in private consumption expenditures in parallel with the decreasing confidence as
well as the corrupted employment and real income dynamics.

Chart 1.1-4: CPI Inflation Predictions as of Selected Countries
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When the price developments are analyzed, it is seen that annual consumer prices inflation in
the USA was in a relative slackening in September. However, CPI inflation which was realized as
4,9% in the said period is still above the long-term averages which are between 2-3% interval.

Following the inferest discount on October 08 which was readlized in addition to the liquidity
supports opened with ot her c 0 u #8eptembees, 6the dEDnrhade la
discount of 50 base points in short-term interest rates on October 29, and 2008 interest rates was
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realized as 1%. Furthermore, the FED made an interest discount again on December 16, 2008
and the interest rates was realized as 0,25%.

Euro Zone GDP which only grew by 0,7%, in the first quarter of 2008, shrank by 0,2% in the second
quarter of the year when compared to the same period of the previous year. The narrowing in
domestic demand was affective on this development. As a matter of fact, the decrease by 1%
in total investment expenditures in the said period is remarkable. Furthermore, real income
growth which was under pressure by the increase in inflation in the previous period and
negative wealth effect created by value loss of financial assets caused private consumption
expenditures fo be limited. However, in the following period, similar to the one in the USA, it is
expected that spendable income will increase relatively and consumption demand will be
supported by the help of decreasing energy pric
Euro Zone growth predictions are 1,2% and -0,5% as well as 1% and -0,6% respectively for 2008
and 2009.

When Euro Zone price developments are analyzed, it is seen that the HCIP inflation which was in
peak point in the middle of the year decreased to 3,6% in September and to 3,2% in October.
Al t hough, the | atest developments in product an
significant inflation pressure in 2009, the ECB stipulates that the increasing volatility is a risk factor
for inflation. Developments in financial markets and the corruption in macroeconomic view
caused the ECB to make a discount of 50 base points twice, each on October 08 and
November 06 2008, 75 base points on December 08, 2008 (marginal lending interest rate in total
decreased from 5,25% to 3,00%), and increased liquidity possibilities by expanding the collateral
framework which was being implemented on October 15, 2008.

Chart 1.1-5: Short-term and Long-term Interets Rates
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In parallel with the above-mentioned predictions, the European Commission foresees in Autumn
2008 predictions that especially the weakening in growth performance and the effects of the
financial crisis will constrain the public finance in 2008 and 2009. The consolidated public sector
deficit which is 0,6% of the GDP in Euro Zone in 2007 is predicted to increase to 1,3% in 2008 and
to 2,6% in 2009 under the assumption of not having policy change. This leads public debt stock
GDP ratio predictions to increase to 66,6% in 208 and to 67,2% in 2009.

Chart 1.1-6: Economic Confidence Indicators for Euro Zone and England
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Chart 1.1-7: Consumer Confidence Indexes
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Source: Reuters

Corruption in the economic conditions increased in Japan by the impact of the stagnation in
domestic demand in addition to the corruption in exportation performance. Especially the
corruption in the investor confidence points out that the growth performance will decrease
significantly in the following period. Consumer prices inflation which increased up to 2,3% in July
is realized as 2,1% in September. BoJ decreased unguaranteed overnight interest rate by 20
base points to 0,3% in end-October. Besides, BoJ made a discount by 25 base points in main
credit interest rate and the said rate decreased to 0,5%.

Economic growth in China started to loose speed relatively as of the third quarter of the year,
and decreased from annual 10,1% to 9%. The loss of speed in growth arose from the
macroeconomic policies implemented in the first half of the year and the foreign demand
conditions corrupted. However, two-year investment package which is planned to be
implemented as of 2009 in order to remove the destroy of the earthquake is expected to raise
the growth speed to about 10% level again via the increase in domestic demand. Consumer
prices inflation is realized as 4,6% as of September 2008. As a result of the slackening in inflation
and the corruption in global financial conditions, interest rates decreased by 54 base points in
total in China. Thus, annual credit interest rate decreased to 6,66% and deposit interest rate
decreased to 3,60%. Furthermore, an additional discount by 50 base points is realized in legal
reserves rates.

Table 1.1-1: Central Bank Interest Rate Predictions relating to Selected Countries

USA England Japan EZ Turkey Russia Brazil India China

2000 6,50 6,00 0,25 4,75 100,00 - 15,75 8,00 2,63
2001 1,75 4,00 0,15 3,25 59,00 - 19,00 6,50 2,40
2002 1,25 4,00 - 2,75 44,00 - 25,00 5,50 2,21
2003 1,00 3,75 - 2,00 26,00 - 16,50 4,50 1,99
2004 2,25 4,75 -- 2,00 18,00 - 17,75 4,75 1,94
2005 4,25 4,50 -- 2,25 13,50 - 18,00 5,25 1,79
2006 5,25 5,00 0,25 3,50 17,50 5,47 13,25 6,00 1,74
2007 4,25 5,50 0,50 4,00 15,75 3,21 11,25 6,00 2,50
2008 T 0,75 2,25 0,25 2,75 16,50 - 14,25 6,00 --
2009 T 1,00 1,75 0,50 2,00 14,75 -- 13,50 5,25 --

Source: Bloomberg

Slowing down indicators are also observed in economic activity in Latin America. Industry
production index increase speed decreased up to 1,9% in Brazil in September. This shows that
growth speed which was relatively high started to loose power. While domestic demand s still
the main resource of the growth, it is seen that foreign trade surplus started to decrease and
current fransactions balance started to have deficit. As a matter of fact, the OECD predicts the
growth rate in Brazil as 5,3% in 2008 and 3% in 2009. When price developments are analyzed, it is
seen that annual inflation is expected to increase to 6,3% in 2008 (September 2008 annual CPI
increase as 6,3%). The Brazilian Central Bank made an increase of 250 base points in total since
April towards inflationist pressures and increased interest rates to 13,75%. Accordingly, the
inflation is predicted to be decreased to 3-5% interval in 2009 by tight monetary policy despite
the slow down in growth.
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Table 1.1-2: Current Transactions Balance/ GDP Ratio Predictions relating to Selected Countries

USA  England Japan EZ Turkey Russia  Brazil India China

2000 4,25 2,54 2,56 -1,56 - 18,06 -3,80 -1,07 1,71
2001 -3,80 2,14 2,14 0,35 -- 11,13 4,14 0,32 1,31
2002 4,41 -1,54 2,88 0,68 -- 8,51 -1,21 1,56 2,44
2003 4,78 -1,31 3,22 0,30 - 8,15 0,73 1,64 2,80
2004 5,35 -1,61 3,74 0,78 -- 9,98 1,78 0,12 3,55
2005 5,87 2,47 3,64 0,19 -- 11,11 1,57 -1,45 7,06
2006 5,98 3,84 3,90 0,07 - 9,47 1,27 -1,20 9,31
2007 5,30 4,26 4,81 0,41 -7,45 5,84 0,13 -1,13 10,50
2008 T 4,80 2,80 3,90 0,40 6,50 6,35 -1,60 - -
2009 T -4,05 2,50 4,00 0,20 5,50 2,70 -2,30 - -

Source: Bloomberg

Although the growth rate slowed down in the Russia, it kept its high value. The GDP growth is
realized as 8% in the first half of 2008, especially due to impact of the fact that foreign trade
limits changed in favor of the country. A GDP growth by 6,5-7,0% is predicted within the whole
year. OECD states that construction sector which was good in the first half of 2008 in Russia
started to loose speed relatively and many projects are about to recession process due to the
corruption in financing conditions. When the slow down in industry production is added to the
said developments, growth predictions for 2009 decrease to 2,5-5,0% interval. Furthermore,
although the inflationist pressures tempered, CPI increase is predicted to be 13,6% and 7,5% in
2008 and 2009, respectively.

The deterioration in growth performances on global scale causes corruption of especially
foreign demand conditions. The development in economic confidence indexes and other
leading indicators point out that the dimensions of the financial crisis will have deeper and
longer economic effects. Furthermore, in addition to the said corruption in general view, a
probable volatility increase in energy and product prices is deemed as an important risk factor.
All these developments increase the risk of implementing relative preventive policies in the
period experiencing global macro imbalances.

BRSA 5 Financial Markets Report/September 2008



Box 1: Measures Taken Against Financial Crisis and Their Approximate Costs over Public Finance

Cenfral banks and financial sector authorities in the OECD countries started to use policy instruments and
implemented additional measures for struggling with the financial crisis as of mid-October 2008. When the
measures taken are analyzed, it is seen that these measures are diversified, from traditional monetary policy
instruments to purchase option for bad assets.

Table: Countries and Measures

Trad_ltlonal N Crisis Resolution Instruments
Policy Instruments
CUEENTE Guarantee to Developing Burchiase o Lo . Purchase
. Int. Increase to Fund for of Prohibition,Limitati Capital R
Lig. Infl. - Bank Loans and ) ;  Option for
Change Private Purchase of Mortgage on to Shortselling ~ Support
X Debts o > Bad Assets
Deposit Commercial Bills Bills

USA X discount X X X X X X
Japan X Discount X X X
EZ X Discount X
Germany X X X X X
France High X X X
Italy X X X
England X Discount X X X X X
Canada X Discount X X X
Australia Discount X X X X
Austria X X X X
Belgium X X X X
Czech Rep. Discount
Denmark X Inlcrease/ X X X X

Discount
Finland X X X
Greece X X X
Hungary X Increase X X X
Iceland Increase X X
Ireland X X
Korea X Discount X
Luxemburg X X
Holland X X X X
New Zealand X Discount X X
Norway X Discount high X
Slovakia Discount X
Poland X X
Portugal X X X
Sweden X Discount X X X X
Spain X X X X
Mexico X X
Switzerland X Discount X X (x) X
Turkey X Discount

Source: OECD Economic Outlook No 84
1)Resource is set aside for capital support obtained or which will be obtained.

Especially the additional measures which include the rescue of financial institutions are obvious to create burden
on the public finance of that country. The OECD foresees significant increases (about 5%) in the debft stocks of the
countries, especially Ireland, in 2008 in its related predictions (which do not comprise the price effects on the
financial assets and liabilities of public).

Table: Cost of Financial Rescue Packages
GDP Ratio (%) 2008 2009

Austria 1.0 0.0  Erste Group Bank Capital support
Belgium 6.2 0.0 Capital support to Dexia, Ethia, Fortis and KBC
Ere 10 0.0 Capital su‘plport to six banks (EUR 10,5 billion) and another programmed support amounting
EUR 10 billion
Germany 0.8 0.8  Bank recapitalization and fund developing amounting to EUR 80 billion for asset purchase
Ireland 4.2 95.6 Foreign indebtment from IMF and other countries
Luxemburg 7.6 0.0 Capital support to Dexia and Fortis'e
Holland 5.0 0.0 Capital support toAegon, ING and Fortis
Spain 0.7 2.0 Developing fund amounting to EUR 30 billion for purchase of assets from banks
Sweden 13 -1.3  Investment to mortgage bills
Switzerland 11 0.0  Purchase of convertible indebtment instrument from UBS (SwF 6 billion)
England 9.7 0.0 Condemnation of two banks and indebtment to others for capital support
USA 7.9 -1.6  Bad asset Cleaning Prograf
Source: OECD
(1)TRAP amount is predicted as USD 350 billion each for 2008 and 2009, KDT mortgage bill purchase as USD 100 billion this pe riod,
cost amounting to USD 700 billion as a debt from the Fed and USA Treasury is foreseen in 2008 -2010 period .
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1.1.2 Developments in Financial Markets

Despite the measures taken, the impacts of global crisis which reflected on financial markets

continue. I n t he ofinanci al positiono i ndex prepared by
experienced in September-October period replaced with a temporary increase by the affects

of the measures declared. This also reflects to the data of MSCI World, Europe and Developing

Countries index. The decreases experienced in stock indexes also shows that there are

significant losses in income projections of companies.

Chart 1.1-8: Bloomberg Financial State and MSCI Indexes
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When stock markets by countries are analyzed, it is seen that the corruption experienced as of
2008 had negative impacts on recovery expectations towards the end of the year. The
reflection of the measures taken and rescue packages announced fto world stock exchange
markets was not realized as expected, only the change in Dow Jones between August and
November was -61,6%. The fact that market expectations is not more positive than 2008
increases the predictions for deepening of the crisis. On the other hand, liquidity surplus
appeared in the markets through the announced measure packages have the probability to
lead to a new inflationist wave.

Table 1.1-3 Annual Value Losses in Some Stock Exchange Markets as of end-November 2008

National Currency Denominated USD Denominated
(%) Change by Yeaend Aug-November. 2008 Changeby Yearend Aug-November 2008
DJI -48,8 42,1 -70,6 61,6
Mexico. Bolsa -49,3 42,8 -53,0 43,8
Brazil 43,4 -35,3 -66,2 54,6
Japan Nikkei 43,1 -31,6 66,9 48,7
DAXGermany 48,7 27,8 -60,0 24,5
Euronext 150 -46,2 -33,9 57,9 55,9
Ireland 62,2 -39,8 -33,9 22,7
Russia RTS 46,2 56,6 48,9 42,1
ISE100 54,3 -38,7 55,2 53,7
China Shanghai 62,9 24,8 55,1 -38,7
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Chart 1.1-9: iTraxx Indexes and CDSs
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iTraxx index which reached to its highest level in mid- October decreased relatively by the
impacts of the packages opened and the elections in the USA. The confinuation of the
uncertainties in global economic indicators leads iTraxx indexes to move in high levels. The
relaxation period caused by the decrease in prices of energy and goods combined with global
measures and reflected to credit spreads and stock prices in emerging market countries but this
reflection was limited due to the increasing inflation concerns and foreign financing

opportunities.

Chart 1.1-10: EMBI General and Selected Countries
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Despite the sudden changes in global developments, it is observed that the developments in bill
prices are more prudential. It is seen that the monetary and financial policy measures taken by
the governments in developing countries and the interest discounts reflected to bill spreads in a

relative positive manner.
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Table 1.1-4: OECD and Selected Emerging Economy Country Grades

2007 S&P 2008S&P 2007 S&P 2008S&P
Country Grade View Grade View Country Grade View Grade View
OECD Countries
USA AAA Stable AAA Stable  New Zealand AAA Stable  AAA Stable
Japan AA Stable AA Stable  Norway AAA  Stable AAA  Stable
Germany AAA Stable AAA Stable  Slovakia A Stable A Positive
France AAA Stable AAA Stable  Poland A Stable A Stable
Italy A+ Stable A+ Stable  Portugal AA- Stable AA- Stable
England AAA Stable AAA Stable  Sweden AAA  Stable AAA  Stable
Canada AAA Stable AAA Stable  Spain AAA  Stable AAA  Stable
Australia AAA Stable AAA Stable  Mexico BBB Stable A+ Stable
Austria AAA Stable AAA Stable  Switzerland AAA Stable  AAA  Stable
Belgium AA+ Stable AA+ Stable  Turkey BB Stable BB Stable
Czech Rep. A+ Stable A+ Stable  Emerging Countries out of OECI
Denmark AAA Stable AAA Stable  Brazil BBB Positive BBB+ Stable
Finland AAA Stable AAA Stable  China A Positive A+ Stable
Greece A Stable A Stable  India BBB Stable BBB Stable
Hungary BBB+ Stable BBB+ Negative Russia A- Stable A Stable
Iceland AA Stable AA-  Negative Chile AA Stable AA Stable
Ireland AAA Stable AAA Stable  Estonia A Negative A Negative
Korea A+ Stable A+ Stable Indonesia BB+  Stable BB+  Stable
Luxemburg AAA Stable AAA Stable S. Africa A+ Stable A+ Stable
Holland AAA Stable AAA Stable  Slovenia AA Stable AA Stable
Source: S&P

When the developments in sovereign ratings are analyzed by S&P and EIU data, two different
results are observed. EIU decreased ratfings of almost all countries by performing differentiation in
country ratings in 2008, it is seen that both rating institutions granted the same grade for Norway,
Sweden, Denmark, Finland, Switzerland and Turkey. The ratings made by S&P do not have any
difference between the year in which the crisis started and the recent position.

Chart 1.1-11: BIS Real Exchange Rate Indexes
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Source: BIS

In addition to the negative aspects in financial markets, especially the corruption in economic
views of developed countries is effective on exchange rates on global scale via expectations as
well as declared and tfo-be-declared packages. Accordingly, when the real effective
exchange rate indexes prepared by the BIS are analyzed, it is seen that US Dollar has been
gaining value relatively since the third quarter of the year. While the USA experienced a
recovery in foreign trade balance by the help of dollar which lost value in real terms in the first
half of the year, especially the expectations towards the elections and the following period
recovered when compared to developed countries such as Euro Zone and Japan helped dollar
fo gain value. In this period, English sterling continued to its rapid value loss. When the
developing countries are analyzed, while Russian currency unit ruble and TRY continued to gain
value, Brazilian currency unit real lost value again. Relative high volatility in nominal exchange
rates still continues.
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Chart 1.1-12: Product Price Indexes
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Source: Reuters

Another remarkable development experienced in international financial markets in the third
quarter is the decrease observed in energy, agriculture and precious metals prices. Oil price
which had been in an increasing tendency for a long time decreased below USD 40. In the
latest period, as a result of the decreasing demand besides the production increase of OPEC, oil
prices experienced sharp decreases from peak levels.
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Box 2: Capital Flow to Emerging Economies

IIF (Infernational Institute of Finance) announced ifs capital flow predictions relating fo emerging
market economies via a report in October. Accordingly, capital flows towards emerging
economies experienced in a record level in 2007 slowed down in 2008 by the affect of the
financial crisis experienced and in parallel with the corruption in global economic view will
continue to slow down also in 2009.

Chart: Capital Inflow
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Table: Capital Flow to Emerging European Economies

2008 2009 4 15
2006 2007 Re.Pre. Pre. (%) 10
Current Transactions Balance 215 236 346 -1106 4
Financing, Net 05
Private Capital Inflows, Net 230.8 393.7 321.6 262.5 ) 0,0
Asset Investment, Net 57.6 83.7 77.3 87.7 05
Direct Investment Net 51.1 75.2 84.1 88.8
Portfolio, Net 6.5 85 6.8 11 ! 10
Private Sector Debt., Net 173.2 310 2443 1748 15
Commercial Banks, Net 107.3 219.1 1555 739 0 20
Non-bank,Net 65.9 90.9 88.8  100.9 ’s
Official Capital Inflow, Net 253 09 27 a8 B 30
Int. Financial Ins. 31 18 1 06 Commercial banks, net 35
MouU -22.2 2.7 1.7 4.2
Investment of Residents /Other 1019 1743 -199.9 -154.4 19 1907 199 2001 2003 2005 2007 2009F
Reserves [{) increase] -125.1 -196.7 -89.7 2.3
Source: IIF

Emerging European economies has a different place among all other emerging economies. In
this region, current fransactions balance deficit is seen as a more significant problem. Different
than this group, the countries classified as Emerging Asia region and Gulf Cooperation Council
economies among emerging economies are predicted to have current fransactions surplus
amounting fo USD 743,3 billion and USD 794,7 billion respectively in 2008 and 2009. Accordingly,
portfolio investment weighted capital inflow is expected from the said countries to especially
countries having deficit within Gulf countries.

In the last section of the report, IIF states that capital movements towards emerging economies
is affected and will be affected through the decrease in interbank flows and portfolio
investments as well as indebtment, after the global crisis experienced spread to the banking
sector and to the real sector. The remarkable point is that direct investments did not get
affected significantly in this process. Within this scope, IIf foresees that the main axis of the
capital movements towards emerging economies will be the said investments in the following
period.
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Box 3: Current Transactions Balance as of Countries

While the deficit amounting to about USD 1,1 frillion of first 10 countries having the highest deficit
on global scale, total surplus of the first five countries which had the highest surplus reaches to
USD 1,1 trillion. Total current tfransactions surplus of the first 10 countries having the highest surplus
reaches to USD 1,4 trillion as of 2008. However, this was possible since developed economies
which had deficit continuously slowed down in 2008. When the previous years are analyzed, the
total of first 10 economies having the highest current deficit corresponds to the total of first 10
economies having surplus.

Table: 10 Countries which had the most deficit and surplus by Years (According to 2008
Prediction)

1990 1995 2000 2001 2002 2003 2004 2005 2006 2007 2008T.

1 USA -79,0 -1136 4174 -384,7 4613 5234 -6250 -729,0 -788,1 -731,2 5517

2 Spain -18,0 -2,0 -23,2 -24,1 22,2 -30,9 -54,9 -83,4 -110,1 -145/4 -154,5

= 3 England -388 -134 37,4 31,4 24,6 -24,5 -352 55,0 93,6 -119,2 -71,5
:% 4 ltaly -16,5 25,1 5,8 0,7 9,4 -19,4 -16,5 29,7 48,0 51,0 69,2
'g) 5 France 9,9 10,8 22,3 26,2 19,7 14,8 12,4 13,6 -15,5 31,3 56,0
g 6 Turkey 2,6 2,3 9,9 3,8 -0,6 -7,5 -14,4 22,1 319 -37,7 47,1
& 7 Australia -15,9 -19,3 -14,8 -7,4 -158 28,7 -38,9 41,0 415 56,8 43,8
8 Greece -3,5 2,9 7,7 -7,3 9,7 -12,5 -13,0 17,9 29,7 44,4 -36,3

9 Portugal 0,2 0,1 -11,6 -11,4  -10,3 9,6 -13,6 -17,6  -19.6 22,1 -24,0

10 S. Africa 1,6 2,5 0,2 0,3 0,9 -1,9 -7,0 9,7 -16,5 -20,6 -17,6

10 Singapore 3,1 14,4 10,7 12,0 12,1 22,3 21,6 28,6 29,8 39,2 32,1

9 Switzedand 6,1 20,7 32,8 22,2 24,9 43,4 54,7 51,3 54,0 58,0 35,6

a 8 Holland 8,5 24,6 7,2 9,8 10,9 29,6 45,9 46,4 63,3 59,5 47,0
5 7 Kuwait 3,9 5,0 14,7 8,3 4,2 9,4 18,2 34,3 51,6 47,5 65,2
@ 6 Norway 4,0 52 25,1 27,5 24,3 27,7 33,0 49,0 58,3 60,5 85,9
E’ 5 Russia 4,3 7,0 46,8 33,9 29,1 354 59,0 83,3 94,5 78,3 97,1
3 4 S. Arabia 3,4 4,5 151 10,1 12,7 28,8 52,6 90,8 99,9 86,0 122,6
= 3 Japan 44,1 1110 1197 87,8 1125 136,2 172,1 1658 170,5 210,5 187,8
2 Germany 47,4 283 29,0 3,0 43,0 52,8 130,5 148,0 181,2 25555 267,1

1 China 12,0 1,6 20,5 17,4 354 45,9 68,7 160,8 2533 3718 439,2

Source: Rueters EcoWin

Chart: 2008 Current Transactions Balance Realization Expectations
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When analyzed by general tendency, it is seen that developed countries which had deficit
after 1990 are still having that global macro imbalance. As a matter of fact, when the first three
economies having the most deficit excluding the first ten countries, it is seen that this 10
countries comprises 72,6% of total deficit. Within 10 countries having the most surplus, the share
of first three is about 64,8%. It shows that how sharp the global imbalance is.

When the countries having surplus is analyzed, it is seen that Japan and Germany left their
leadership qualification to China in 2000s. Another remarkable point is that oil exporting
countries have turned from countries having deficit to countries having surplus in parallel with
the increase in oil prices.
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1.2 National Economic View

When analyzed in long term since 1990s; Turkish economy which grew approximately by 1%
between 199962002 period reached to a high growth performance by 6,9% in 2003-2007and it
was below the said average by 0,5% in the third quarter of 2008. Thus, the growth was realized
as 3% in the first nine months of 2008. Despite the slowing down tendency, continuous growth
tendency confinues for 27 quarters.

Chart 1.2-1: Periodic Growth Speeds, Industry Production Index and Capacity Usage
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The shrinking seen in production industry, construction as well as wholesale and retail commerce
activity branches was the reason for the slow down in the growth in the third quarter of 2008.
Therefore, the distrust environment created by the global financial crisis in the whole world also
reflects to Turkey in a more moderate manner than the countries which are the source of the
crisis. Accordingly, it is hard fo catch the growth rate by 4% which was determined by the State
Planning Organization as a realization prediction for 2008. When the industry production index
which is a fundamental determiner of the growth and production industry capacity usage ratio
which is an important indicator for current period production are analyzed, there does not exist
any signal pointing out that there will be a strong growth also in the fourth quarter. As a matter
of fact, while industry production index shows a decreasing tendency in October 2008 when
compared to the same period of the previous year, the decrease in capacity usage ratio is
more significant.

Chart 1.2-2: Consumer Confidence Index and CBRT Compound Leading Indicators Index
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On the other hand, the pessimist mood in the confidence index confinues and consumer
confidence reached to the most negative view in the recent years by the decrease of
confidence index to 74 as of October 2008. Following period purchase power and negatfive
opinions of household on general economic situation which are the compounds of confidence
index shows that total demand may decrease in the last quarter of 2008 and the first quarter of
2009. In addition, the motion of the CBRT compound leader indicators index does not give an
information on the continuation of the economic activity. Furthermore, the negative
development in real sector confidence index which reflects the views of real sector on
economy is more significant than the consumer confidence. The probability for global financial
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crisis fo real sector as in the whole world is also a risk factor for labor force market. Its probable
that unemployment rate may have a negative view which toughens even in the periods in
which the economy is active. As a matter of fact, unemployment ratio in October 2008 in Turkey
in general increased when compared to the previous month and the same period of the
previous year. In long-term, the high motion of unemployment ratio is a negative development
for household sector to create income and it bears a risk for debtor household to fulfill their
liabilities.

Chart 1.2-3: Real Sector Confidence Index and Labor force Indexes and Price Indexes
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The fact that there is not a significant increasing tendency in the production of main durable
consumption goods and in the domestic white goods sales gives additional information relating
to the weakening of total domestic demand and the production. On the other hand, the
acceleration in food and energy prices caused an upwards movement in inflation rates since
the beginning of 2008 and annual consumer inflation reached to the highest level of the last
four years by 12,06% by July 2008. However, the view of food prices and the probability of
energy price inflation to stay limited by the decrease in oil prices may diminish the pressure on
general price level as of July 2008. As a matter of fact, annual consumer inflation is realized as
10,76% as of November 2008.

Table 1.2-1: Centralized Management Budget Realizations

Change %

TRY Million 2007 Jan-Oct. 08  Share % Target 2008 Jan-Oct. 08 Share % Jan-Oct. 08/07
Budget Expenses 204.068 14.254 7,0 222.553 15.178 6,8 6,5

Exp. Interest Excluded 155.315 12.340 7,9 166.553 13.165 7,9 6,7

Interest Expenses 48.753 1.914 3,9 56.000 2.013 3,6 5,2
Budget Incomes 190.360 14.152 7,4 204.556 15.107 7,4 6,7
Budget Balance -13.708 -102 0,7 -17.997 71 0,4 30,4
Non-Interest Balance 34.045 1.812 5,3 38.003 1.942 51 7,2

Source: Ministry of Finance (Public Accounts Bulletin)

The data of January-October 2008 related to financial discipline which is as important as the
monetary policy for macroeconomic and financial stability, are showing amelioration
compared to the same period of previous year. The increase in budget incomes within this
period was faster than the increase in budget expenses and thus the budget balance
decreased by 30.4% comparing to previous period had a deficit amounting to TRY 71 million.
Furthermore, the non-interest surplus increased by 7.2% comparing to previous year to TRY 1.9
million in October 2008.
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Table 1.2-2: Selected Payments Balance ltems

USD Million 2004 2005 2006 2007 Jan-Sep.07  Jan-Sep.08 Ch. %
Current Transactions Account -14.431 -22.137 -31.893 -37.753 -26.074 -35.362 35,6
Balance of Trade -22.736 -32.988 -40.941 -46.705 -33.822 -44.773 32,4
Capital and Finance Account 13.388 20.302 32.066 36.612 25.863 40.698 57,4
Direct Investments (net) 2.005 8.967 19.065 20.099 15.306 10.039 -34,4
Abroad 780 -1.064 924 -2.106 -1.790 2.272 26,9
Inside the Country 2.785 10.031 19.989 22.205 17.096 12.311 28,0
Portfolio Investments (net) 8.023 13.437 7.373 717 4.082 158 96,1
Stocks 1.427 5.669 1.939 5.138 4.369 2.081 52,4
Bills 7.984 9.001 9.463 -2.358 2.048 -153 -107,5
Other Investments (net) 4.184 15.745 11.742 23.828 14.409 34.697 140,8
Commercial Loans (Lia.) 4.201 3.074 674 4.228 3.391 5.333 57,3
Loans (Liabilities) 6.133 11.610 19.601 27.353 19.298 31.023 60,8
General Government -267 4.637 -5.223 -3.901 -3.252 1.653 -150,8
Banks 5.708 9.248 5.814 5.608 4.148 6.227 50,1
Other Sectors 5.106 9.880 19.010 25.646 18.402 23.143 25,8
Reserved Assets 824 -17.847 6.114 -8.032 -7.934 4.196 47,1
Current Deficit/GDP (%) -3,7 4,6 6,1 5,7 - - -

Source: CBRT

As of the third quarter of 2008, the exportation has grown comparing to same period of previous
year as well as importation, so the foreign trade deficit is still increasing. As a positive
development, the ratio of exportation to importation increased moderately when compared to

same period of previous year.

Chart 1.2-4: Current Transactions, Capital Movements, Reserves and Real Exchange Index
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On the other hand, the current deficit which is sfill increasing is a risk factor for macroeconomic
stability. As a matter of fact, the current deficit increased by 35.6% in January- October 2008
when compared to the same period of 2007 and reached to USD 35.4 billion. The fact that TRY
loses value and the decrease in energy prices will contribute to the decrease of current deficit.
Within this period, the net capital entry realized in direct investments item decreased by 34.4%
and in portfolio investments, there is an entry by USD 158 million net. In September 2008 the
persons resident abroad have taken position as net sellers in stock market and domestic

government bonds market.

Table 1.2-3: FX Assets and Liabilities of Companies Outside the Financial Sector

USD Billion 2003 2004 2005 2006 2007 Mar.08 June08
Assets 31,0 38,7 45,7 63,4 77,9 80,9 85,8
Deposit 20,0 24,6 30,9 45,5 54,8 55,4 58,3
Securities 0,9 1,3 1,0 0,9 0,8 0,9 0,9
Export Receivables 5,2 7,0 6,7 9,6 12,0 14,2 15,5
Direct Capital Investments Abroad 4,9 5,8 71 7,5 10,2 10,4 11,2
Liabilities 50,6 58,9 72,2 99,9 138,8 154,4 167,3
Cash Loans 44,1 49,5 61,2 88,1 124,2 138,7 148,7
Loans Provided inside the Country 18,2 20,5 26,4 34,8 46,3 51,7 51,8
Short-Termed FX Loans 0 0 0 0 14,4 16,9 17,1
Loans Provided Abroad 25,9 29,0 34,8 53,3 77,9 87,1 96,8
Short-Termed 1,6 1,4 1,2 1,4 1,6 1,7 2,2
Importation Debts 6,6 9,4 11,0 11,8 14,6 15,7 18,6
FX Net Position -19,6 -20,2 -26,5 -36,5 -60,9 -73,6 81,4
Source: CBRT
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Within the process of global loan crisis, the FX position of real sector is closely followed for
economic stability. The net FX position of companies outside the financial sector is sfill having
deficit. However, it is observed that short-term loans provided from abroad are in a low level
such as USD 2.2 billion.

Table 1.2-4: Gross Outstanding External Debt Indicators

% 2001 2002 2003 2004 2005 2006 2007 2008/ 2008/l
Short-Termed
Public/Total 1,6 2,0 2,9 3,2 2,9 2,1 1,8 1,8 1,4
Private/Total 12,9 10,7 13,0 16,7 19,1 17,6 15,1 15,3 16,8
Private Financial Institutions /Private 47,7 39,2 44,4 47,5 49,7 50,7 39,3 38,3 41,5
Private NorFinancial Institutions /Private 52,3 60,8 55,6 52,5 50,3 49,3 60,7 61,7 58,5
Long-Termed
Public/Total 61,4 64,8 63,1 57,2 48,1 40,4 34,3 32,8 31,6
Private/Total 24,2 22,5 209 229 29,9 39,9 48,8 50,1 50,2
Private Financial Institutions /Private 17,4 16,6 17,8 23,4 31,8 35,4 35,3 34,0 32,2
Private NorFinancial Institutions /Private 82,6 83,4 82,2 76,6 68,2 64,6 64,7 66,0 67,8
Non-Financial Institutions /Total External Debt 26,7 25,3 24,4 26,3 30,0 34,4 40,7 42,5 43,8
Total Outstanding External Debt /GDP 57,7 56,2 47,3 41,2 35,0 39,0 37,5

Source: Ministry of Finance

Another subject which is as important as growth, inflation and current deficit is the development
of internal and external debt. Within this framework, in June 2008, 43.8% of the total gross
external debt stock which has reached to USD 284.4 billion is composed by (long and short-
term) debts of non-financial institutions belonging to private sector. Considering that this ratio
was 26.3% by the end of 2004, it is understood that the dependence of real sector to the global
loan market is increasing.

Chart 1.2-5: Debt Stock, Real Interest and Average Maturity of Internal Debt Stock
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Source: Ministry of Finance

On the other hand, the real interest of the internal debt stock composed as a fundamental
strategy mostly by TRY and based on instruments with fixed interest decreases considerably and
its weighted average maturity follows a downward conduct. The global financial fluctuations
and uncertainties may affect negatively the maturity and interest structure of the internal debt.
On the other hand, it is possible that the cost of public finance may be affected by the course
of global crisis.

The global and local economic developments have a range of effects on money and capital
markets. As a matter of fact, the Central Bank policy interest rate which was reduced to 15.25%
in the beginning of 2008 and was re-increased to 16.75% with the augmentations made in May,
June and July 2008, is reduced to 16.25% in November and to 15% in December 2008, based on
the expectations such as the problems within international markets would confinue to limit
infernal and external demand and the effect of the fluctuation in exchange rates on the
inflation would remain limited.
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Chart 1.2-4: Interest Rates and ISE Indexes
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The internal and external shocks were also reflected in the ISE and although the national index
was sometimes tended fo increase, it fended to decrease from December 2007 to November
2008. In the Turkish Derivatives Exchange, the TRY-USD contracts have grown as transaction
volume. The settlement prices constfituted are tended to increase for these contracts and
tended to decrease for ISE-30 contracts.

Chart 1.2-7: TDE-TRY-USD and TDE-ISE-30 Contracts Settlement Prices and Transaction Volumes
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The possible difficulties that real sector and financial institutions may be faced in accessing to
infernational funds in the global crisis environment, the negative effect of the economic
depression of which signs are seen in the euro zone on the external demand of Turkey and the
possibility of direct investments to be diminish in financing the current deficit are the leading
factors creating risk within the remaining part of 2008. However, a certain number of measures
are pronounced to reduce the present risks to minimum. Pursuant the Act on Gaining Some
Assets to Natfional Economy, it is aimed the assets brought to our country to be gained to
economy by registering them, the fact that corporate and income taxpayers to place their
assets they own abroad to their enterprise as capital is facilitated, and bringing the earnings
made abroad to the countfry is encouraged. The tax taken from domestic investors in
purchasing and sales of stocks which was around 10% is decreased to null, the SME support
program and research and development encouragements are some of the structural measures
taken face to the crisis. Additionally, Centfral Bank has reduced FX required reserve ratio by two
points and increased the export rediscount loan limit and the interests paid to TL required
reserves. Accordingly, as a result of new economic measures applied, it is expected that the
liguidity crunch in markets will be resolved and the loan channels will operate better.
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Box 4: Developments in Household Borrowing

When the real development of household individual loans is analyzed, it is seen that the total
loan expansion rate which grew by around 100% annually between years 2003 and 2005, has
slowed down relatively since 2006 within the framework of national and international
developments. Within the period of January- September 2008 this tendency has contfinued. As
a matter of fact, the share of individual loans within household consuming expenses increased
by 1.7 points comparing to previous end-of-year and by 0.9 points when compared to June
2008 and is realized as 15.4% in September 2008.

Chart: Individual Loans to Private Final Goods Consumption Ratio
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Within the mentioned period, the share of credit card debts within personal loan composition
decreased from 15.2% in end-of 2007 to 14.4% in September 2008. The increase in the relative
share of consumer loans kept continuing and increased from 70% in end-of 2004 to 84.3%.
Especially the augmentation of household conscience in using credit card and the clearness of
the differenfiation between consumer loan interest rates and credit card interest rates were
effective in this development.

Chart: Development of Household Debt Burden and Household Financial Assets
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When the financial asset portfolio of the household is analyzed in real terms; it is seen that the
total portfolio increased by 3.5% comparing to the end-of 2007 in real terms. When the portfolio
structure is observed, it is seen that while the weighted share of savings deposit, participation
fund and total current accounts is remaining the same, the share of individual pension funds is
increasing. Partial decreases are observed in the shares of other investment instruments.
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2 FINANCIAL SECTOR OUTLOOK
2.1 General Appearance of Financial Sector

2.1.1 Asset Development of Financial Sector

As of September 2008, the asset size of the Turkish finance sector increased by 15.6% to TRY 889.9
bilion when compared to the previous year-end. Within this period, a growth faster than the
general economic activity is observed in the whole financial sector and banking sector. Despite
the decrease seen in investment funds and the asset sizes of investment partnerships, the growth
performances seen in banking, financial leasing, factoring, and consumer financing and
insurance sectors have confributed positively to the general growth. The total assets of banking
sector which compose the 76.4% of the finance sector as asset size increased by 16.9% within
this period. Because of the crisis experienced worldwide, the banking sector is in a difficult
period globally; however as of the first three quarter of 2008, the relatively good performance of
the Turkish banking sector is remarkable. Within the first three quarters of 2008, the highest
proportional increase in the assefs is seen in the factoring sector with 23.2%. The asset size of
investment trusts have decreased by 14.9% withi
proportion to national income, it is seen that the ratio of Turkish finance sector to GDP increased
fo 96.9% as of September 2008, while the ratio of banking sector asset size fo GDP increased to

745. When itds analyzed by asset size, the 79.6%

and surveillance of BRSA.

Table 2.1-1: Asset Size of Finance Sector

Dist.% Asset/GDP

(TRY Billion) 2003 2004 2005 2006 2007 Mar.08 June08 Sep.08 Sep.08 (%) Sep.08
Banks 255 313,8 406,9 4995 5816 634,0 656,9 679,9 76,4 74,0
Financial Leasing Comp. 5,0 6,7 6,1 10,0 13,7 15,3 15,2 15,4 1,7 1,7
Factoring Comp. 2,9 4,1 53 6,3 7,4 7,9 8,7 9,2 1,0 1,0
Cons. Fin. Comp. 0,8 15 2,5 3,4 3,9 4,3 4,4 4,5 0,5 0,5
Insurance Comp. 7,6 9,8 14,4 17,4 20,5 22,7 23,5 25,0 2,8 2,7
Pension Comp. 3,3 4,2 57 7,2 9,9 11,0 10,3 11,3 1,3 1,2
Securities Interm. Ins. (1) 1,3 1,0 2,6 2,7 3,9 3,9 4,0 3,9 0,4 0,4
Investment Trust 0,2 0,3 0,5 0,5 0,7 0,6 0,6 0,6 0,1 0,1
Mutual Funds 199 244 29,4 22,0 26,4 26,6 24,4 24,9 2,8 2,7
Real Estate Inv. Trusts 1,2 1,4 2,2 2,5 3,9 3,8 4,0 4,1 0,5 0,4
CBRT (2) 76,5 74,7 90,1 104,4 106,6 114,5 109,8 111,1 12,5 12,1
Total 370,4 437,7 560,0 668,6 768,6 844,6 861,8 889,9 100,0 96,9

Sources: BRSA, CBRT, TT, CMB, AIRC, ACMII, TSE
(1)Includes the institutions member of ACMII and is the data of June 2008.
(2) CBRT data are provided from CBRT analytic balance sheet.

2.1.2 Investment Preferences of Domestic and Foreign Residents

As of September 2008, the total size of portfolio investments belonging to domestic residents
increased by 3.5% when compared to the previous three-month period and is realized as TRY
512.4 billion. When the distribution of the portfolio is analyzed, it is seen that deposit and the
funds collected by participation banks are composing 75.7% of total portfolio. Within this period,
FX accounts and BDS investments decreased respectively by 1.5% and 0.8%. While an increase is
observed in other investment items when compared to previous quarter, the highest nominal
increase is realized in repo investments with 13.9%. The decrease of stock, investment funds and
Eurobond investments and the increase of precious metal investments nominally by 97.5% seem
to indicating the change in risk perception.

Total size of investments belonging to residents abroad did not vary much within the third
quarter of 2008 when compared to the previous quarter. As of September 2008, the portfolio
investments belonging to residents abroad decreased by 34.5% to USD 77.8 bilion when
compared to previous year-end. The stocks investments which were the most important
investment preference of residents abroad and which decreased considerably within the first
half of year because of the worldwide financial fluctuation have increased by 5.3% within the
third quarter. However, the GDS which were the second important investment preference have
decreased by 11.6% when compared to the second quarter and by 19.7% comparing to 2007
end-of-year.
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Table 2.1-2: Investment Preferences of Domestic and Foreign Residents

Partial General % 08/06-
Domestic Residents (TRY Distr. % Distr. 08/09
Million) 2005 2006 2007 2008/06 2008/09 08/09 08/09 % Change
TRY Deposit 141.716 168.943 206.081 228.596 244.305 47,7 40,2 6,9
FX Account 82.128 108.754 111.619 127.933 126.069 24,6 20,7 -1,5
Precious Metal Acc. 96 250 163 298 322 0,1 0,1 8,1
Funds Collected by Part,
Banks 8.369 10.788 14.626 17.096 17.432 34 2,9 2,0
GS 55.276 55.781 56.852 62.006 61.516 12,0 10,1 0,8
Eurobond 5.348 5.413 4.309 3.961 4.090 0,8 0,7 33
Investment Funds 29.374 22.012 26.381 24.440 24.855 4,9 4,1 1,7
Repo 1.486 2.202 2.733 2.484 2.830 0,6 0,5 13,9
Pension Inv. Funds 1.219 2.821 4.558 5.167 5.800 1,1 1,0 12,3
Stocks 23.020 26.256 31.070 22.981 25.143 4,9 4,1 9,4
Sub Total 348.032 403.220 458.392 494.962 512.362 100,0 84,2 3,5
Residents Abroad (USD Million)
Stocks 33.483 35.083 69.876 43.482 45.777 58,8 9,3 5,3
GS 17.528 24512 30.363 27.600 24.396 31,4 4,9 -11,6
Eurobond 634 555 378 600 680 0,9 0,1 13,3
Deposit 3.434 4.186 4.984 5.466 6.940 8,9 1,4 27,0
Sub Total 55.079 64.336 105.601 77.148 77.793 100,0 15,8 0,8
GENERAL TOTAL (TRY)  422.003 494.133 563.956 589.556 608.172 100 3,2

Sources: BRSA, CMB, ISE, CBRT, CRA

22 Banking Sector Appearance

2.2.1 Market Structure Appearance

The 50 banks operating in the banking sector kept their organic growth within the third quarter
of year; the number of branches increased by 314 and the number of personnel increased by
4.352 persons. The number of ATMs, the increasing tendency similar to the one within the first half
of year is still continuing but the increase in the number of POS is considerably slowed down. The
increase started in the number of credit and credit card customers within the second quarter of
year kept continuing within the third quarter. As it is known, the fee and commission incomes
that the banks provide from their new products and services have become important income
items in maintaining their profitability. Face to this situation, the banksécustomers have started to
provide more from the non-branch services such as internet, ATM, television and telephone
banking in which these fees are lower and this tendency is expected to continue. Within the first
9 months of year, the number of active customers providing from internet banking services
increased by 709 thousand persons and have reached appreciatively to 5 million. As of

September 2008 nearly 5% of credit card customers

Table 2.2-1: Operational Indicators of Banking

Dec07
Sep.08
2003 2004 2005 2006 2007 Mar.08 June08 Sep.08 Change
Number of Banks 55 53 51 50 50 50 50 50 0
Public Deposit Banks 3 3 3 3 3 3 3 3 0
Private Deposit Banks 18 18 17 14 12 11 11 11 -1
Banks underSDIF 2 1 1 1 1 1 1 1 0
Foreign Deposit Banks 13 13 13 15 17 18 18 18
Development and Investment Banks 14 13 13 13 13 13 13 13 0
Participation Banks 5 5 4 4 4 4 4 4 0
Number of Branches 6.078 6.219 6.537 7.296 8.117  8.378 8.722 9.036 919
Deposit Banks 6.046 6.186 6.220 6898 7.653 7886 8.203 8.470 817
Development and Investment Banks 32 33 25 42 42 44 48 50 8
Participation Banks 292 356 422 448 471 516 94
Number of Personnel 124.030 127.944 138.724 150.793 167.760 173.075 177.175 181.527 13.767
Deposit Banks 118.603 122.592 127.851 138.426 153.212 157.942 161.483 165.283 12.071
Development and Investment Banks 5.427 5.352 5.126 5.255 5.361 5.395 5.378 5.376 15
Participation Banks 5.747 7.112 9.187 9.738 10.314 10.868 1.681
Number of ATM 12,726 13556 14.836  16.513 18.795 19.500 20.451 21.200  2.405
Number of POS (Thousand) 662 912 1141  1.283 1.629 1.697 1.818 1.847 218
Internet Bank. Nbr. Of Act. Customers (Thousand) 3.177 3.368 4.274 4.587 4.797 4.983 709
Nbr. Of Deposit Account (Thousand) 78.790 80.087 82.958 86.131 91.063 94.400 87.011 92.712 1.649
Nbr. Of Participation Acc. (Thousand) 1.202 1.414 1.623 1.697 1.751 1.841 218
Nbr. Of Credit Cards (Thousand) 18.707 25.168 29.153 30.685 35.403 34.343 36.044 41.385 5.982
Nbr. Of Credit Card Customers (Thou.) 25.155 25580 27.658 24.284 25.070 25.269 -2.389
Nbr. Of Credit Card Cust. Not able to pay their Debt (Thou 755 1.008 1.086 1.268 1.264 1.327 241

Sources: BRSA, ICC
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2.2.2 Change of Performance Indicators

The indicators presenting the financial soundness of banking sector keep their positive conduct
as of September. The capital adequacy standard ratio and the free capital indicator both show
that the strong capital structure of sector is still remaining. The amendment made in international
accounting standards within the aim of reducing the negative effects of the increasing market
risks of banks emanating from the volatility of interests, is rapidly put info application by BRSA
foo. According to the regulation, the banks may fransfer the GS they want, to their securities to
be held until maturity portfolio. This way, it is thought that the effects of the volatility seen in
interest on the capital adequacy would be limited. The solvency and leverage ratios which are
often used within the aim of monitoring the banks ability fo pay their debts are also added to
the financial soundness indicators. The solvency ratio is the total own funds to fotal foreign
liabilities, and the leverage ratio is fotal own funds to total assets. These indicators designate a

l'ittle corrosion in the banksd s-oflyeoe Bvel if tbelqpdity i ng

indicator established to show to analyze the banki

that the solvency is high, it is important to note that the indicator is decreased by 9 points as of
September comparing to last year. The FX net general position shows deficit by USD 600 million in
September, the ratio of this deficit to own funds which is lower than 1% seems to be under
control. The conditions of gl obal cr i sHbaslanceashexetFd
position and the off-balance sheet transactions to be reduced. The off-balance sheet
fransactions to total assets ratio decreased from 76.1% in March to 70.1% in September. The NPLs
to gross loans ratio is similar to the previous periods. The indicators related to the profitability of

the sector show a decrease in profitability even

Table 2.2-2: Banking Sector Financial Soundness Indicators

(%) 2005 2006 Sep.07  Dec.07 Mar.08 June08 Sep.08
Capital Adequacy Standard Ratio 23,7 22,3 19,4 18,9 17,2 16,8 17,5
Free Capital/Total Own Funds 65,7 72,6 75,4 75,3 75,5 75,2 76,2
Total Own Funds/Total Out sources (1) 15,5 13,5 15,2 15,0 13,6 13,3 13,9
Total Own Funds/Total Assets 13,4 11,9 13,2 13,0 12,0 11,7 12,2
Loans/Total Own Funds 286,0 367,8 365,3 376,6 420,7 4441 434,8
Liquidity Indicator (2) 51,8 50,3 48,2 47,0 46,3 44,7 38,3
FX Net General Position/Own Funds 0,2 0,5 0,1 0,3 1,2 0,2 0,8
Off Balance Sheet Transactions/Total Assets 55,5 66,3 69,3 66,3 76,1 75,4 70,1
NPLs/Gross Loans 4,8 3,8 3,6 3,5 3,1 3,1 31
NPL Provisions/NPLs 88,7 89,7 87,6 86,8 84,8 82,5 80,5
Personal Loans/Total Loans 31,1 32,3 32,9 33,2 31,8 32,4 32,8
Nbr. of Profiting Banks/Total Nbr. Of Banks 45/51  41/50 45/50 46/50 40/50 44/50 46/50
Assets of Profiting Banks/Total Assets 93,9 99,4 99,6 99,3 99,0 99,5 99,9
After-Tax Return orAssets (ROA) 1,7 2,5 2,5 2,8 2,8 2,5 2,2
After-Tax Return on Equities (ROE) 10,9 19,2 20,5 21,8 21,9 20,0 18,2
Net Int. Inc. After Provision/Total Gross Inc.(3) 30,8 26,9 26,8 26,7 27,0 26,8 26,3
Non-Interest Incomes/NInterest Expenses 52,0 79,3 75,2 72,3 73,9 72,6 68,4

(1) Total Foreign Liabilities=Total Liabilities dTotal Own Funds

(2) Liquidity Indicator = (Cash Values +Receivables from Banks (including Central Bank and Monetary Markets)
+Trading Securities + Securities Available for Sale +Statutory ~ Reserves)/(Deposit +Debts to Banks (including Central
Bank and Monetary Markets))

(3) Total Gross Incomes = Interest Incomes +Non  -Interest Incomes

The development of the Banking Regulation and Supervision Agency Performance Index (BRSA-
Pl) established within the aim of monitoring the performance of the banking sector (BDDK-PE) by
the third quarter of 2008 is evaluated below.

e As of September, the BRSA-PI is above its value of base year. It is seen that its index value is
in its level of the first half of year. The present situation of the index shows that the sector
follows a positive conduct in the conditions of global crisis.

e While among the index components the liquidity, own funds and asset quality have
increased comparing to June 2008, profitability has decreased and the exchange rate risk
remained the same.
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e The liquidity component is above its value of base year and around its value in end-2007.

e The fact that the strong structure of the sectords own
important tampon in the global crisis environment.

e The exchange rate risk component kept its value of previous quarter in the third quarter of
year.

e Global crisis and the slow down of the economy have negative effects on profitability;
however a performance above the base year is maintained.

e Among the index components, the asset quality which kept its increasing fendency since
the base year, maintained its conducts due to the continuous increase of loan/deposit
ratio, the decrease of the fixed assets to total assets ratio and the NPLS /gross loans which
remained the same.

Table 2.2-3: Banking Sector Performance Index

1015

Ex. Rate Asset Totdl Public ——— Private
Period PI Lig. O.F. Risk Profitability  Qual. N
2003 1000  100,0 1000  100,0 100,0 100,0 1 d \\'\
2004 1002 100,2 99,6  100,1 99,8 101,2 o5 ‘ /\ N
2005 1000  100,7 99,4 99,8 98,6 102,1 N #b\/\j\/
2006 100,7 1005 995  100,1 100,5 102,8 ~.
2007 100,8  101,8 99,7 99,2 100,9 103,1 %5 1K s‘l
03/2008 1008  101,7 99,1 99,2 101,1 103,3 o
06/2008 1006 101,5 98,8 98,7 101,3 103,3 T 2 2 5
00/2008 1006 101,8 992 987 100,4 103,4 123284
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Box 5: Capital Structure Analysis in the Turkish Banking Sector
Share Public, Private and Foreign Distribution of Shareholders ('

SEPTEMBER 2008 of GlobalCapital Share (%)
Bank Proportional Share in Total
Name of Bank within  Public Private Share(*) Stock (**)
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
! +"1 .+ 48! 8r8 12,1 00 63,9 10,3 25,8 36,0
', 4%2. 1 4d&" ! . + 0,5 0,0 99,9 0,0 0,1 0,1
!, 1%/ ,5"1 .+ 18038 0,5 0,0 100,0 0,0 0,0 0,0
1210 4-2+ "8 0,1 154 20,6 64,0 0,0 64,0
5.)#2%%) 4 "1 . #! $d 2/ - 00 0,0 0,0 100,0 0,0 100,0
BANK MELLAT 0,0 0,0 0,0 100,0 0,0 100,0
'l . +0/:d4d& +2%%$d 6% + 0,2 0,0 35,0 65,0 0,0 65,0
"d2, %ed+ &/. "!.+013) ! 01 1000 0,0 0,0 0,0 0,0
#1 ,9/ . "1 .+ 48! 8838 0,0 0,0 0,0 100,0 0,0 100,0
CITIBANK 0,7 0,0 0,0 100,0 0,0 100,0
Kl ,)+ 914)2)- 0,0 0,0 100,0 0,0 0,0 0,0
$%.d: " .+ 2,6 0,0 0,2 75,0 24,8 99,8
$%N543#(% "! .+ 1808 0,2 0,0 0,0 100,0 0,0 100,0
$d, %2 9! 4)2) - 0,0 0,0 100,0 0,0 0,0 0,0
&d.!.3"! .+ 1808 3,6 0,0 0,3 61,4 38,3 99,7
&/ 24)3 "1 .+ 1808 1,6 0,0 57 65,0 29,2 94,2
GSD YATIRIM B. 0,0 0,0 100,0 0,0 0,0 0,0
(rtd" "L+ 0,0 0,0 0,0 100,0 0,0 100,0
HSBC BANK 2,0 0,0 0,0 100,0 0,0 100,0
d, , %2 "8 1,0 1000 0,0 0,0 0,0 0,0
JP MORGAN CHASE BANK 0,0 0,0 0,0 100,0 0,0 100,0
MERRILL LYNCH 0,0 0,0 0,0 100,0 0,0 100,0
MILLENIUM BANK 0,2 0,0 0,0 100,0 0,0 100,0
NUROL YATIRIM B. 0,0 0,0 100,0 0,0 0,0 0,0
) "1, + 1808 2,4 0,0 0,0 100,0 0,0 100,0
SOCIETE GENERALE 0,1 0,0 0,0 100,0 0,0 100,0
a %+ %2 " ! .+ 1,2 0,0 58,2 0,0 41,8 41,8
48#8:d2!1! 4 8 13,6 1000 0,0 0,0 0,0 0,0
48%+/ ./ -d "8 2,1 0,0 2,7 70,2 27,0 97,2
48' 121 .4d "8 11,6 0,0 38,7 20,8 40,5 61,3
T.HALK B. 7,0 75,0 19,2 0,0 5.8 5.8
48da "1 . +!3) 13,6 0,0 78,1 0,0 22,2 22,2
T.KALKINMA B. 0,1 99,1 0,9 0,0 0,0 0,0
483).!d +!,+).-1 "8 0,8 8,4 85,3 0,0 6,3 6,3
T.VAKIFLAR B. 7,4 74,5 4,0 0,0 21,8 21,8
41 d" 914)2)- "1 .4+13) ! 00 0,0 0,7 99,3 0,0 99,3
d-+" 41! +1 3 6% .31143,)! -1!18 0,3 0,0 95,1 4,9 0,0 4,9
%52/ " ! .+ 4%+&%. ! 8038 0,5 0,0 6,8 93,2 0,0 93,2
4%+34d, "!.+13) 1808 0,5 0,0 96,2 0,0 3,6 3,6
TURKISH BANK 0,1 0,0 60,0 40,0 0,0 40,0
452+,!1.%$ "1 .+ 1808 0,1 0,0 0,0 100,0 0,0 100,0
4-2+d9% d(2!#! 4! 82 8%$d 0,7 100,0 0,0 0,0 0,0 0,0
WESTLB AG 0,1 0,0 0,0 100,0 0,0 100,0
9!10) 6% +2%%$d "8 8,7 0,0 21,8 69,8 8,4 78,2
[ A 4-2+ +14),) - 0,7 0,0 17,0 61,9 21,1 82,9
139! +14),)- "1 .+13) 11 0,0 72,7 0,0 27,3 27,3
+56 %94 4- d.%68B! &525-! 07 0,0 19,8 80,2 0,0 80,2
4-2+d9% &d.! .3 +14),)- 09 0,0 33,1 66,9 0,0 66,9
Total (%) 1000 26,3 31,2 24,8 17,7 42,5
Share including the stock markets shares and similar shareholders out of the shares of foreign (proportional and

stock market) and public (Turkey) and not held by natural persons, foundations, collateral box, and residents

abroad.

(*) Proportional Calculation = (Foreign stock ratio in t
(**) Total = pro portional calculation + stock market shares

Sources: BRSA, CRA, Data taken from banks. The monthly data are temporary, and may contain small errors
emanating from rounding and differences between informative sources.

As of September 2008, by asset sizes, the share of public capital in the Turkish banking sector is 26.3%, the share of
private capital is 31.2%. On the other hand, according fo the calculations made considering the banks of which
the transfer process is over within the same period, and the new global capital investments made in various ratios,
the share of global capital inside the Turkish banking system is 24.8%. When the shares held by investors residing
abroad (proportional stock market shares by 17.7%) are added fo this share, the total global capital share is
42.5%.
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The augmentation of the deposit interest rates

and the interest margin to increase from its value of March which was 5.6 to 5.8 in September. In
September, the share of public liabilities within total loan cost took its highest value since 2005
end-of-year with 22.7%.

Table 2.2-4: Developments in Intermediation Costs

(%) 2005 2006 Sep.07 Dec.07 Mar.08 June08 Sep.08
(a) Net interest paid to depositor (o) 16,6 19,7 19,1 18,3 18,2 19,3 19,9
(b) Tax paid by depositor (points) 3,6 3,5 3,4 3,2 3,2 3,4 3,5
(c) Interest paid by bank 20,2 23,2 22,4 21,5 21,4 22,7 23,4
(d) Public burden on deposit (points) 1,2 1,2 1,2 1,2 1,2 1,3 1,3
(e) Loan Interest rate (c+d) 21,4 24,4 23,6 22,7 22,6 24,0 24,8
(f) Taxes paid by credit customer (points) 0,7 1,0 0,9 0,9 0,9 1,0 1,0
(g) Tot. loan cost on customer (e+f) 22,1 25,4 24,5 23,6 23,5 24,9 25,8
(h) Interest Margin (points) (ga) 5,5 5,7 5,5 53 53 5,6 5,8
(i) Shareof public burden within tot. loan cost (h/g) 25,0 22,4 22,3 22,5 22,6 22,6 22,7
(a) The net interest ratio taken by the depositor after the public liabilities of the mentioned periods are deducted.

(b)Public liabilities of which stoppage is taken such as income on savers.

(c) Annual TRY deposit interest rate with maturity up to 1 month given by the bank to the depositor.

(d) Public qualified payments composed by SDIF premium on the funds collected by banks from depositor,
contribution rate to BRSA expense s and statutory reserves.

(e) Loan interest rate par value calculated by the bank considering that profit and operational expense margins are

null.

(f The cost decreasing effect of the deduction of Bank Insurance Excise Duty and taxes admitted as expense on
corporate loan customer from tax base is considered

2.2.3 Banking Sector Balance Sheet Analysis

Total assefs of the banking sector grew by 25.1% within the first 9 months of year when
compared fto the same period of previous year and reached to TRY 680 bilion. When this
increase is deflated by consumer prices, it is equivalent to a real growth by 13%. The increase in
total assets within the third quarter is in the same level with the increase in the second quarter
but it is seen that the increase in loans is relatively slowed down. Among the asset items, the
securities portfolio has shown a small increase by 4% when compared fo previous period. The
banks acted prudently face to the negative effects of the global crisis and they have increased
their cash values by TRY 1.5 billion in September when compared to June. Within the ?-months
period since the beginning of 2008, the deposit increased by 17% and within the third quarter it
increased by 3.2%. The deposit keeps its stable share by 70% within total foreign sources. The
debts to banks item which had a share by 14% within total foreign sources increased by 4.7%
within the third quarter when compared to previous quarter. The total own funds of sector
increased considerably by 7.6% within the third quarter when compared to the previous one.

Table 2.2-5: Banking Sector Main Balance Sheet Sizes

% Increase as to the Same Perioc Ratio to Balance Sheet, %
TRY Million of the Previous Year
09.0
TRY Billion 2007 03.08 06.08 09.08 2007 03.08 06.08 09.08 2007 03.08 06.08 8
Asset
Cash Assets 5,0 4,7 4,9 6,3 11,1 40,7 48,5 79,9 0,9 0,7 0,7 0,9

Receivables from Banks, CBF

55,2 62,5 66,5 67,1 37,0 15,4 16,1 26,0 9,5 9,9 10,1 9,9
and Money Markets

Securities 164,7 1364 1730 1798 37 -18,3 3,7 8,0 28,3 21,5 26,3 26,4
Net NPL 1,4 1,5 1,9 2,3 55,6 44,3 58,3 88,9 0,2 0,2 0,3 0,3
Loans 2856 319,6 3427 361,1 304 38,7 38,5 38,1 49,1 50,4 52,2 53,1
Subsidiaries, Affiliates and

Jointly Controlled 10,8 10,0 10,2 10,5 17,4 3,9 4,1 3,9 1,9 1,6 1,6 1,5
Partnerships

Other 58,9 99,3 57,8 52,8 12,0 99,1 20,4 11,1 10,1 15,7 8,8 7,8
Total 5816 634,0 6569 6799 164 23,0 23,1 25,1 100,0 100,0 100,0 100,0
Total TP Assets 417,2 4412 4718 4929 24,8 25,9 27,8 28,5 71,7 69,6 71,8 72,5
Total YP Assets 164,4 192,7 185,0 187,0 0,7 17,0 12,4 17,0 28,3 30,4 28,2 27,5
Liability

Deposit (Funds Collected) 356,9 3898 4058 4186 16,0 22,0 22,3 24,5 61,4 61,5 61,8 61,6

Debts to Banks,
Money Markets and CBRT 71,6 85,1 82,3 86,2 1,0 26,4 21,2 30,4 12,3 13,4 12,5 12,7

Own-fund 75,9 76,0 77,2 83,1 27,6 18,3 16,3 16,0 13,1 12,0 11,8 12,2
Other 77,2 83,1 91,6 92,1 25,3 29,5 35,5 32,5 133 13,1 13,9 13,5
Total 581,6 6340 6569 6799 164 23,0 23,1 25,1 100,0 100,0 100,0 100,0
Total TL Liabilities 386,7 407,8 4289 4528 245 25,7 25,8 27,4 66,5 64,3 65,3 66,6
Total FX Liabilities 1949 226,1 2280 227,1 31 18,6 18,3 20,7 33,5 35,7 34,7 33,4
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In the first nine-month period of the year, there was a fund flow to the banking sector by TRY
107.1 billion. In this period, main resource of the increases in the fund was deposit by 58% of
share. Loans granted which is one of the other fund resources have a share by 14%, funds by
12% and own-funds by 7% of share. Deposit weighted structure within fund resources is in accord
with growth policies of banks related to expanding branch webs. Having regard to global crisis
having limited liquidity ratios, increasing borrowing costs and upward movement in foreign
exchanges, it is assessed that banks shall maintain the policy to increase deposit. Although the
deposit based liability growth policies of banks is considered positive, it is fundamental that the
said policies does not affect the financial structure of banks through an interest race which is
exemplified in previous periods. %71 of the funds extended by the sector was used in financing
of loans, 14% is securities portfolio and 11% is extended to the banks.

Although the structure of fund flow by TRY 34.5 billion in the third quarter is in accord with the
year in general, the share of funds granted from repos transactions which constitute almost the
entire of various debts increased by 13%. In the said period, the share of funds granted from
deposit was 37% and share of loans granted was 11%. 53% of the funds extended were used in
deposit, while 20% was used in securities portfolio. In this period, banks increased the share of the
funds they hold in cash assets as caution money to 4%.

Among total assets of banking sector TL part having increased by 68.4% in September was due
to the increase in securities portfolio. In the third quarter of the year, share of TL liabilities within
total liabilities increased by 1.3 points when compared to the previous quarter and realized as
66.6%. The share of TL deposit within total deposit having increased by 66% in September from
64.1% in June was affective in the said development.

Loans maintain to be the most significant item within total assets. As of September, 53.1% of total
assefs of the sector are extended as loan. Loans/deposit ratio preserving the increasing
tendency as of bank groups in September indicates that intfermediary function maintains its
strong progress. Loans/deposit ratio increase by 1.8 points when compared to the previous three
months and realized as 86.3%.

Chart 2.2-1: Share of Loans by Groups within Total Asset and Deposit
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Total loans of banking sector increased by 5.4% in September when compared to the previous
quarter, by 26.4 % in the first 9-month period of the year and by 38.1% when compared to the
same period of previous year. Annual increase in consumer loans which generally increase more
than total loans in previous periods was realized at the same rate as in total loans when
compared to the same period of previous year. Commercial and corporate loans with a share
by about 67% within total loans experienced an increase by 38.5% in September, when
compared to the same period of previous year. Accordingly, although it is considered that
global crisis has not caused a deceleration in loans of Turkish banking sector as of September,
increase rate of loans may be low in comparison to previous periods, owing to the fact that
foreign borrowing costs increased and the economic growth decelerated in the following
period.

In banking sector, consumer loans within credit types maintain its weight with a share by 32.8%.
Shares of operating and export loans within total loans increased by 0.1 point when compared
to the previous three-month period and realized as 21.2% and 7.9%, respectively. Increase rate
decelerated within credit types, especially in operating loans.
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When the change indexes concerning consumer loans extended by banking sector is analyzed,
it is observed that consumer and other personal loans increased in the third quarter of 2008 in
higher rates than other consumer loans when compared to the previous quarter. It is observed
that the increase especially in vehicle loans decelerated evidently and the high increase
observed in housing loans in previous periods loosened. Housing loans which increased by
about 10% in last September when compared to the previous quarter increased by 5% in
September 2008.

Table 2.2-6: Development of Loans in Banking Sector

% Increase as to the Previous

TRY Million Quarter
2006 2007 03.08 06.08 09.08 03.08 06.08 09.08
Consumer loans 47.545 67.668 73.577 79.075 84.885 8,7 7,5 7,3
Business Loans 33.105 58.149 68.580 72.350 76.665 17,9 55 6,0
Credit Cards 22.037 27.806 28.840 32.052 33.878 3,7 11,1 57
Export Loans 19.015 21.807 26.638 26.783 28.428 22,2 0,5 6,1
Other Investment Loans 10.521 13.776 17.265 17.723 18.755 25,3 2,7 5,8
Other Loans 86.764 96.411 104.664 114.687 118.472 8,6 9,6 3,3
Total 218.987 285.616 319.564 342.670 361.083 11,9 7,2 5,4

Weight of consumer loans within the composition of personal loans confinued in September.
Personal loans constifuting 72% of consumer loans increased in comparison fo the end of
previous year by 25.4%. It is observed that credit cards increased more rapidly when compared
to the increase rates in the same period of previous years while consumer loans decelerated
relatively. In case of deceleration in economy, the fact that about 40% of credit cards are
installment may bring up repayment difficulty. Housing loans which constitute 48% of consumer
loans increased by 22.8% when compared to the end of previous year, as they increased by 5%
when compared to the previous quarter.

Due to the increase in hominal interest rates and foreign exchanges, and the negativities
relating to general expectations, there was a deceleration in housing loans in the third quarter
when compared to the previous quarters of 2008.

Table 2.2-7: Distribution of Consumer Loans

TRY Million 2004 2005 2006 Mar.07 Jun.07 Sep.07 Dec.07 Mar.08 Jun.08 Sep.08

Consumer Loans 12.731  29.462 47.575 50.495 55.527 61.163 67.877 73.368 79.100 85.109
Housing 2.631 13.037 23.377  24.530 26.961 29.730 32.448 35.445 37.919 39.831
Vehicle 4.194 6.445 6.661 6.215 6.086 5.979 6.154 6.012 6.049 6.101
Personal 5.585 8.715 15719  17.269 19.924 22.633  25.860 28.178  30.936 34.303
Other 320 1.264 1.818 2.482 2.556 2.822 3.414 3.734 4.196 4.875

Credit Cards 13.920 17.259 21.526 21.927 23.874  24.860 27.103  27.598  30.607 32.875
Installment 3.784 6.103 9.027 9.090 9.685 9.787 10.772  10.878 11.851  12.672
In Advance 10.137 11.156  12.499 12.837 14.189 15.073 16.331  16.720 18.755  20.203

Total Consumer 26.651 46.721 69.101 72.422 79.401 86.023 94.980 100.966 109.707 117.984

While ratio of loans to total assets increases, depending on if the banks conduct their
intfermediary function more effectively, ratio of securities portfolio to total assets decreased.
There is a similar change in the part which deposit turned into loan and securities portfolio. In
2002, while 0.62 of 1 unit of deposit were placed to securities portfolio, the said ratio decreased
by 0.43% in September 2008.

Chart 2.2-2: Placement Extents of Banks
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As the deposit weighted liability structure of banking sector is maintained, no evident change is
observed in liability composition. As of September, about 60% of deposit which constituting 62%
of fotal liabilities comprises of TL saving; 13% of FX domestic account, 20% of commercial and
other institution deposit, 5% of deposit of public institutions and 4% of private current accounts in
participation banks. In 2008, it is considered that changes in exchange rates and nominal
interest rates depending on global crisis influence deposit preferences of savers.

In the third quarter deposit and current accounts increased by 3.2% when compared to the
previous quarter. When analyzed the components of deposit, it is observed that commercial
and other institutions deposit and saving deposit increased by 5.5% and 3.3%, respectively.

Table 2.2-8: Development of Deposit ad Current Accounts

% Increase as to the

TRY Million Previous Quarter % Share

2006 2007 03.08 06.08 09.08 03.08 06.08 09.08 03.08 06.08 09.08
Saving 185.353  215.505  233.198 238.424  246.226 8,2 2,2 33 59,8 58,8 58,8
FX Domestic Account 40.683 42.081 50.111 52.108 53.029 19,1 4,0 18 12,9 12,8 12,7
Commercial and Other Exchange  60.203 69.803 74.136 77.314 81.579 6,2 4,3 55 19,0 19,1 19,5
Private Current Account 11.152 14.823 16.338 17.370 17.653 10,2 6,3 1,6 4,2 4,3 4,2
Formal Exchange 10.005 14.489 15.769 20.292 19.774 8,8 28,7 -2,6 4,0 5,0 4,7
Precious Metal Storage Expenses 251 164 265 290 332 61,6 9,4 14,2 0,1 0,1 0,1
Total 307.647  356.865  389.817  405.798  418.593 9,2 4,1 3,2 1000 1000 100,0

When the distribution of deposit by sizes is analyzed, it is observed that the share of tfranche up
fo TRY 50.000 is 23%, while the share of tranche of TRY 1 million and above is 41%. When the last
two-year frend is analyzed, it is observed that while the share of tranche up to TRY 50.000
decreased by about 3 points, the share of tfranche of TRY 250.000 and above increased at the
same rate. Level of core deposit is considered as a factor balancing the structural shortness in
the maturity of deposit. It is important to establish policies relating to extending its maturity so as
to support long-term investments as the most important foreign liability.

Chart 2.2-3: Size and Maturity Distribution of Deposit
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Due to the borrowing costs increased with the effect of global crisis, resources from foreign
markets displayed no change throughout 2008. Current macroeconomic outlook of Turkish
economy having experienced no serious deterioration, banking sector maintaining its strong
progress and the existence of good risk management practices enable the said resources are
provided despite cost increase. Share of small-scale banks in syndicated loans increased about
4 points by 14%, while the share of large-scale banks by about 72% remained the same. In
securitization loans, large-scale banks are dominant by 90% of share.
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Table 2.2-9: Development of Resources from Foreign Markets

Weighted
USD Billion 2003 2004 2005 2006 2007  Mar.08  Jun.08 Sepog  Average
Maturity
Sep.08
Syndicated Loans 3,8 6,5 8,1 12,5 13,2 13,2 13,3 13,4 1,6
Securitization Loans 2,8 3,5 7,0 9,2 13,1 13,0 12,6 12,9 5,8
Total 6,6 10,0 15,1 21,7 26,4 26,2 25,9 26,3 3,7
Syndicated Loans /Tota
Foreign Liabilities 2,5 3,3 3,1 4,0 3,0 3,0 2,8 2,8
Securitization Loans / Loan:
/Total Foreign Liabilities 1,8 1,8 2,7 3,0 3,0 3,0 2,7 2,7

2.2.4 Income Statement Analysis of Banking Sector

In September 2008 period, banking sector profit which decreased by 5.4% when compared to
the same period of previous year was realized as TRY 11.1 billion. Relatively high increase in non-
interest expenses by 24.2% as well as the increase in non-interest incomes by 16.4% was effective
in this decrease. The increases in personnel expenses and in positions by 24.2% and 72.2%,
respectively when compared to the same period of previous year is due to the high increase in
non-interest expenses. In addition to this, decrease in foreign exchange profits when compared
to previous year influenced the profitability of the sector negatively. In September 2008 period,
while interests from loans increased by 29.6% when compared to the same period of previous
year, another important income item, interests from securities increased by 6.7% within the
period mentioned. However, the fact that the incomes from asset sale decreased in
comparison to last year caused the other non-interest incomes and accordingly the profitability
to decrease. Having regard the banking sector is experiencing hard times globally due to the
financial fluctuation throughout the world, it is assessed that profitability level of the Turkish
banking sector is relatively better.

Table 2.2-10: Development of Selected Income Statement ltems

% Change(As to the Same Period of

TRY Million % Distribution Previous Year)

12.07 06.08 09.08 12.07 06.08 09.08 12.07 06.08 09.08
Interest from Loans 39.363 23.560 36.879 55,8 59,2 59,7 36,2 29,1 29,6
Interest from Securities 24.511 12.757 19.646 34,7 32,1 31,8 13,3 4,4 6,7
Other 6.679 3.452 5.204 9,5 8,7 8,4 25,6 4,3 3,5
Interest Income 70.553 39.768 61.729 100,0 100,0 100 26,3 17,7 18,9
Interest to Deposits 35.444 19.396 30.672 79,6 78,7 78,9 26,5 13,4 16,9
Interest to Banks 5.263 2.668 4.006 11,8 10,8 10,3 22,4 55 2,6
Other 3.797 2.587 4.179 8,5 10,5 10,8 66,0 42,4 48,3
Interest Expenditures 44.503 24.650 38.857 100,0 100,0 100 28,6 14,9 17,9
Net Interest Income (Exp.) 26.049 15.118 22.872 - - 22,7 22,6 20,7
Wage and Commissions from
Loans 2.050 1.217 1.836 12,8 13,0 13,8 18,8 20,4 20,5
Banking Service Income 8.283 4.847 7.464 51,7 51,7 56,0 25,4 24,1 25,0
Other 5.692 3.314 4.025 35,5 35,3 30,2 -10,2 9,4 1,8
Total Norrinterest Income 16.025 9.377 13.325 100,0 100,0 100 9,2 18,0 16,4
Personnel Expenditures 7.974 4.694 7.216 35,9 36,3 37,0 22,1 23,9 24,2
Provisions 3.031 2.162 2.806 13,6 16,7 14,4 25,3 95,3 72,7
Other 11.213 6.067 9.463 50,5 46,9 48,6 14,4 20,7 21,4
Total NorHinterest Expenditures 22.218 12.924 19.484 100,0 100,0 100 18,5 30,3 27,9
Net NorHnterest Income (Exp.) -6.193 -3.547 -6.159 - - 51,8 79,3 63,0
Capital Mar. Oper. Profits
(Loss.)(Net) 811 455 117 61,9 62,1 28,8 -169,1 -310,3 -124,6
Foreign Exchange Profits (Loss.)
(Net) 1.664 28 39 126,9 3,9 9,6 -197,2 -96,2 96,7
Other 459 250 250 35,0 34,0 61,6 -1475,4 7,6 -39,1
Total Other Nontnterest Inc.
(Exp.) 1.312 733 406 100,0 100,0 100 -329,9 7,5 -63,4
Tax Provision 3.350 2.065 2.816 - - - 7,3 24,5 11,2
Net Profit (Loss) 14.859 8.281 11.142 - - - 30,8 23 5,4
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2.2.5 Off-Balance Sheet Transactions

In September, total off-balance sheet tfransactions decreased when compared to the previous
three months by 3.8% to TRY 476 billion. The decrease mentioned derived from the decrease in
derivative financial instruments by 11.2% in the same period. The volume of derivative
fransactions conducted depending on the reduction in the deficit in in-balance sheet FX
position in comparison to June decreased. As of September, size of non-cash loan and liabilities
experienced no change when compared to the previous three months.

As a result of the fact that banks reduced their on-balance sheet FX positions depending on
global crisis conditions, derivative transactions in general experienced a decrease in September
when compared to the previous three months. While swap fransactions which constitute 54% of
derivative transactions decreased by 2.6%, optfion fransactions which constfitute 24% of
derivative transactions decreased by0.9% and forward fransactions with 15% share decreased
by 20.7%.

Table 2.2-11: Development of Off-Balance Sheet Transactions
0,
TRY Million Ratio to BalanceSheet (%) % Inf:rease as t_o the Same
Period of Previous Year
2007 03.08 06.08 09.08 2007 03.08 06.08 09.08 12.07 03.08 06.08 09.08

Total Off-
Balance Sheet 500 0y 480 155 495018 476255 66,3 761 754 701 390 57,7 437 264
Transactions
(1+2)
Non-cash
loansand 96743 112.085 119.682 120.168 16,6 17,7 182 17,7 116 27,2 321 2972
Liabilities (1)

Comr?zlt)ments 288.801 370.070 375.336 356.088 49,7 584 57,1 524 514 70,1 47,8 255
Option 42237 74777 55684 55168 7,3 118 85 81 1277 1174 57,7 7,9
Futures 1285 3130 2535 1756 02 05 04 03 668 3471 102 36,7

Swap 78591 96.257 126424 123146 135 152 19,2 181 297 61,0 913 746
Forward 33239 50698 42261 33532 57 80 64 49 384 1061 409 11,1
Other 6.775 11125 8938 15206 12 18 14 22 118 408 3L4 789

In the last three years, options transactions increased the most within derivative transactions.
While the loss resulted from trading transactions among derivative financial instruments
amounted to TRY 800 million in August, it decreased by about TRY 150 million in September.

Chart 2.2-4: Derivative Transactions
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2.3 Non-Banking Financial Sectors

As of September 2008, there are 52 financial leasing! companies. In the same period, 80
factoring companies operate. Furthermore, there are 10 consumer finance companies.

2.3.1 Financial Leasing Sector Activities

In financial leasing sector, return on equities which decreased in June due to the negative
progress in global markets increased in September. In parallel to this development return on
assets increased. While the number of loss-making companies in the sector was high in 2006 and
the end of 2007, it decreased fifty-fifty to10 in March and June 2008 period, decreased to 7 in
September period. While on-balance sheet FX net general position /own-funds ratio furned into
positive since March, this rate was 7.8% in September period. However, despite these positive
developments, it is observed that the share of NPL in total receivables maintains its increase
tendency and amounted to 5.7% in the third quarter of 2008 by an increase of 0.4 points.

Table 2.3-1: Main Sizes for Financial Leasing Sector Performance

Dec.06 Dec.07 Mar.08 Jun.08 Sep.08
Financial Leasing Receivables/Ovitmds (%) 427,7 473,0 502,6 467,9 452,1
NPL /Gross Receivables ( %) 31 3,7 4,0 57 6,1
Number of LossMaking Companies 18 19 10 10,0 7,0
Profit of the Period/ Total OwAunds (%) 19,1 14,1 20,1 11,4 15,0
Profit of the Period/ Total Asset (%) 3,8 2,5 3,5 2,1 2,8
In-Balance Sheet FX Net Position/ownnds ( %) 5,5 9,4 4,9 4,8 7,8
Transaction Limit Ratio (< 30) 4,7 5,9 53 5,0 4,6

There was an increase by 0.2 points in the assets of financial leasing companies in September
2008 period. It is observed that the increasing assets derived from the increase in banks account
of financial leasing companies which prefer to remain liquid in this period. However, despite the
increase in assets, there is an increase in NPL item by 25% in the third quarter of 2008. Hence,
share of NPL within total assets which was 2.9% as of June 2008 increased by3.1%.

Table 2.3-2: Financial Leasing Companies Main Balance-Sheet Sizes

Balance Balance Balance Balance Balance
Sheet Sheet Sheet Sheet Sheet

TRY Billion 2006 Share % 2007 Share % Mar.08 Share % Jun.08 Share % Sep.08 Share %
FinancialLeasing Receivables

(Net) 8,5 85,0 11,7 85,0 13,5 87,7 13,2 87,1 13,1 84,9
NPL(Net) 0,1 1,3 02 1,8 0,4 2,5 0,4 2,9 0,5 3,1
Other Assets 0,8 8,5 1,0 7,4 0,8 51 0,8 5,0 0,9 55
Total Asses 10,0 100,0 13,7 100,0 15,3 100,0 15,2 100,0 15,4 100,0
Loans Graned 7,3 73,4 10,3 75,4 12,0 78,1 11,8 78,0 12,0 77,9
Own-funds 2,0 199 25 18,0 2,7 17,4 2,8 18,4 2,9 18,8
Other Liabilities -3,1 31,0 4,7 -34,6 3,5 22,9 2,5 -16,3 -1,5 9,8
Total Memorandum Accounts 6,2 62,2 8,1 58,8 11,1 72,6 12,2 80,1 13,4 86,8

Share of receivables within balance-sheet which was 87.1% in June period decreased by 84.9%.
In this period, increasing own-funds in liabilities designate a strong structure with 18.8% of share.

Table 2.3-3: Financial Leasing Receivables

(TRY Million) Distribution by Customer Group
Dec.07 Mar.08 Jun.08  Sep.08 Share Growth Individual SME Non- Other*
(%) (%) Enterprises Financial
f+/"d Companie
s
Agriculture 899 951 927 900 6,9 2,9 8,8 2,5 2,5 36,1
Industry 5.122 5.762 5.734 5.692 43,9 0,7 47,4 49,0 45,4 16,5
Services 5.818  6.448 6.381 6.320 48,7 -1,0 43,5 47,9 51,6 47,4
Other 43 58 60 56 0,4 7,3 0,3 0,5 0,5 0,1
-ll\;lci)ltliégn TRY 11.883 13.218 13.101 12.967 0,0 1.435,1 5.246,9 4.846,2 1.439,1

* All customers éindividual Enterprises (SME)-Commercial Enterprises Qualified as SME 8Non-Financial Companies

Financial leasing receivables which constitute the most important item of balance-sheet are TRY
12.9 bilion according to receivable statement record. In the third quarter, there was no great
change in the distribution of the receivables mentioned. According to this, industry sector,

1 Besides, there are 10 development -investment banks and 4 participation banks which perform financial leasing
transactions.
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services sector, agriculture sector and other sectors are included within financial leasing
receivables by 43.9%, 48.7%, 6.9% and 0.4%, respectively.

When the distribution of receivables as of customer group is analyzed, it is observed that

individual enterprises have a s h-Bnorcialbcpmpbties bP37.4% ME 8 s

and other customers by 11.1%.

Table 2.3-4: Selected Income Statement ltems of Financial Leasing Companies

08/09-07/09
TRY Million Dec.06 Dec.07 Mar.08 Jun.08 Sep.08 % Change
Activity Incomes 954,9 1.287,4 389,9 764,2 1.129,2 21,9
Other Activity Incomes 1.812,5 1.695,4 1.701,7 2.992,3 4.298,2 239,4
Personnel Expenses 83,5 100,6 31,9 61,2 90,4 19,9
Activity Expenses 630,3 835,0 58,5 115,2 168,8 70,1
Other Activity Expenses 1.779,9 1.768,9 1.609,4 2.845,6 4.136,1 213,8
FX Transactions(net) -19,6 -24,4 30,9 26,0 17,9 -189,2
Net Profit of the Period 363,2 348,1 195,0 317,2 433,6 52,6

Financial leasing incomes increased by 47.8% in the third quarter when compared to June 2008
period. On the other hand, interests to the loans granted among interest expenses increased by
46.1% in the third quarter. A similar development is observed in personnel expenses with an
increase by 47.6%. When the profitability of the sector is analyzed, it is observed that it increased
by 36.9% in September 2008 period when compared to the previous period. Accordingly, profit
of the sector amounted to TRY 434 million from TRY 317 million.

2.3.2 Factoring Sector Activities

Ratio of NPL of factoring companies to total receivables increased 0.9 points by 5.7% in
September 2008 period. As a desirable development, return on assets and return on equities
increased remarkably. In parallel to these positive developments, number of loss-making
companies decreased by 14. On the other hand, ratio of receivables to own-funds (fransaction
limit ratio) increased 0.1 points and on-balance sheet FX net position decreased deliberately
since March 2008 period.

Table 2.3-5: Main Sizes for Factoring Sector Performance

Dec.06 Dec.07 Mar.08 Jun.08 Sep.08
Factoring Receivables/OwAunds(%) 290,5 310,3 284,0 325,5 313,8
NPL/Gross Receivables (%) 2,3 3,2 53 4,8 57
Number of Lossmaking Companies 11 13 24 15 14
Profit of the Period/ Total OwAund (%) 27,9 21 1,8 8,7 21,8
Profit of the Period/ Total Asset (%) 7,8 5,6 0,5 2,3 5,9
In-Balance Sheet FX net Position/ Ovands (%) 43,3 -48 -60 52,3 -43,6
Transaction Limit Ratio ( < 30) 3 3,3 2,8 3,3 3,4

Assets of factoring companies contfinued to increase from 2006 to September 2008 period. It is
observed that growth resource of assets is increasing factoring receivables and the increase in
banks item. However, ratio of non-performing receivables in the balance-sheet increased by
5.7% from 4.8%.

Table 2.3-6: Factoring Companies Main Balance-Sheet Sizes

Balance Balance Balance Balance Balance
Sheet Sheet Sheet Sheet Sheet

TRY Billion 2006 Share % 2007 Share % Mar.08 Share % Jun.08 Share % Sep.08 Share %
Factoring Receivables (Net) 51 80,7 6,2 82,4 6,5 82,1 75 85,5 7,8 84,6
NPL (Net) 0,0 0,2 0,0 0,4 0,1 0,9 0,1 0,7 0,1 1,3
Other Assets 0,6 10,1 0,7 9,6 1,0 12,5 0,9 9,9 0,7 7,8
Total Assets 6,3 100,0 7,6 100,0 7,9 100,0 8,7 100,0 9,2 100,0
Loans Granted 4,2 66,5 4,9 65,1 5,3 67,2 6,1 69,6 6,2 67,4
Own-funds 1,8 27,8 2,0 26,6 2,3 28,9 2,3 26,3 2,5 26,9
Other Liabilities 0,4 57 0,6 8,4 0,3 3,9 0,4 4,1 0,5 57
Total Memorandum

Accounts 18,5 291,5 23,4 309,9 26,9 342,5 29,5 337,5 32,3 352,5

Factoring receivables which has the most important share in assets by 84.6% in September 2008
period grew by 3.8% when compared to the previous quarter and share in assets decreased by
0.9 points.
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Table 2.3-7: Factoring Receivables

Distribution by Customer Group

(TRY Million) Dec.07  Mar.08 Jun.08 Sep.08 % (%) Commercia SME* Other**
Share Growth |
Enterprises
Agriculture 106,0 111,C 150,3 198,0 2,5 31,8 2,4 2,7 2,0
Industry 4.443 4.596 5.101 5.205 65,0 2,0 66,3 62,8 55,5
Services 1.874 2.018 2.441 2.518 31,4 3,1 30,5 32,6 42,3
Other 55 51 72 89 1,1 23,2 0,8 1,9 0,3
Total 6.477 6.776 7.764 8.010 100,0 3,2 5.520 2.266 223

*Non-Financial Companies (SME)+Individual Enterprises (SME)
**All Customers 8Non-Financial Companies -SME

When compared to September 2007 period, factoring incomes increased by 26.2%. In the same
period, interest expenses and personnel expenses increased by 27.5% and 51.7%, respectively.
Net expenses from other activities, which was TRY 60.8 million in September 2007 turned info net
income from other activities in this period and realized as TRY 210 million. Term-end profit
increased by 159% in the third quarter of 2008 when compared to the same period of previous
year. Income and profit from other activities having increased caused an increase in the profit
of the period.

Table 2.3-8: Selected Income Statement ltems of Factoring Companies

08/09-07/09
TRY Million Dec.06 Dec.07 Mar.08 Jun.08 Sep.08 % Change
Factoring Incomes 1.021,2 1.400,8 374,0 816,2 1.302,4 20,8
Other activity incomes 1.015,0 2.203,3 359,0 715,6 2.078,7 70,2
Personnel expenses 106,2 139,7 44,1 93,2 143,9 34,1
Activity expenses 495,2 608,3 163,2 165,0 257,3 -160,7
FX transactions (net) 54 -69,5 -74,7 -53,2 -81,7 115,3
Net profit of period 490,8 426,6 41,7 200,2 538,3 61,4

2.3.3 Consumer Finance Sector Activities

Share of receivables of consumer finance companies within gross receivables continued its
increase tendency in July-September 2008 period. In the same period, return on assets and
return on equities of the sector decreased considerably. Return on equities which decreased by
6.9 points when compared to the previous quarter experienced a decrease by 16.3 points when
compared to the end of 2007. Return on assets which was 1.3% in the end of 2007 and 0.7% in
the second quarter of 2008 realized as 0.1% as of September 2008. In parallel with the progress in
indicators relating to the sector, number of loss-making companies increased by 6 from 4 in the
period mentioned.

Table 2.3-9: Main Sizes for Consumer Finance Companies

Dec.06 Dec.07 Mar.08 Jun.08 Sep.08
Financing Loans /Owifunds 1350,2 1223,9 1197,0 1045,8 1066,6
NPL/Gross Receivables% 2,4 2,2 4,5 51 5,6
Number of Lossmaking Companies 0 1 4 4 6
Profit of Period/ Total OwAund% 19,0 17,0 5,7 7,6 0,7
Profit of Period/ TotalAsset % 1,4 1,3 0,4 0,7 0,1
In-Balance Sheet FX net Position/ Ovand% -153,0 -161,0 -380,3 -324,9 -393,2
Transaction Limit Ratio (< 30) 13,6 12,2 12,4 10,1 10,0

As of September 2008, assets of consumer finance companies grew nominally by 2.65% when
compared to June 2008 period. In this period, while there was no important change in own-
funds, it is observed that the resource of growth is the increase in commercial and financial
debts. In the said period, fund placed in banks increased byé69.5% when compared to the
previous period and the share of this item in balance-sheet continued to increase as in previous
periods. While the balance-sheet share of NPL increased, balance-sheet share of loans
decreased 2.8 poinfs to 87.8%.
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Table 2.3-10: Main Balance-Sheet Sizes of Consumer Finance Companies
Balance Balance Balance
Sheet Sheet Sheet
Share Share Share

TRY Billion 2006 2007 Mar.08 Jun.08 Sep.08 Mar.08 Jun.08 Sep.08
Banks 0,1 0,0 0,2 0,2 0,3 3,6 4,3 7,2
Loans 3,2 3,7 3,9 4,0 3,9 90,7 90,6 87,8
NPL (Net) 0,0 0,1 0,1 0,1 0,2 3,0 3,3 3,6
Other Assets 0,1 0,1 0,1 0,1 0,1 2,7 1,7 1,4
Total Assets 3,4 3,9 4,3 4,4 4,5 100 100 100
Loans Granted 2,8 3,2 3,4 3,5 3,5 79,9 79,0 77,8
Own-funds 0,2 0,3 0,3 0,4 0,4 7,6 8,7 8,2
Other Liabilities 0,4 0,4 0,5 0,5 0,6 13 12 14,0
Total Memorandum Accounts 2,2 3,3 1,0 1,1 1,2 23,7 24,4 25,6

Current loans of consumer finance companies increased by 0.5% when compared to previous
period and realized as TRY 4.1 billion as of September 2008. While loans extended to industry and
services sector increased by 0.8% and 1%, respectively, agriculture sector loans decreased by
2.2%. Share of industry sector having the biggest share in total loans within loans increased by
0.2 points when compared to previous period and realized as 72.8%. When current loans are
classified as of customer groups, it displays a distribution similar to the previous period.

Table 2.3-11: Financing Companies Loans

(TRY Million) 2007 Mar.08 Jun.08 Sep.08 Share Growth By Customer Group (%)

(%) (%)  Individual Commercial Comp.  SME* Other**
Agriculture 12,8 12,6 11,2 10,9 0,3 2,2 0,0 0,0 1,1 0,0
Industry 2.555,0 2656,1 29859 3008,7 72,8 0,8 95,6 76,6 46,1 68,0
Services 579,6 651,4 690,2 696,7 16,9 1,0 12 23,3 52,7 1,0
Other 656,3 688,0 4248 4173 10,1 -1,8 3,2 0,0 0,1 31,0
Total 3.804 4008,1 4112,0 4133,7 100,0 0,5 1.274,2 805,8 914,1 1.212,5

*Non-Financial Companies (SME)+Individual Enterprises (SME)
*All Customers 8individual (consumer)- Non-Financial Companies - Non-Financial Companies (SME)-Individual
Enterprises (SME)

As of September 2008, net profit of consumer finance companies decreased by 93.8% when
compared to the same period of previous year. Despite financing incomes increased by 27.6%
when compared to September 2008 period, especially FX and derivative transactions loss and
the increase in personnel expenses caused the decrease in profit of the period.

Table 2.3-12: Selected Income Statement ltems of Financing Companies

07/09-08/09 %
TRY Million 2006 2007 Mar.08 Jun.08 Sep.08 Change
Activity Incomes 4457 548,4 181,8 340,7 512,5 27,6
Other Activity Incomes 270,6 288,0 253,3 546,8 892,7 300,9
Personnel Expenses 31,3 36,2 9,7 23,3 35,3 36,8
Activity Expenses 335,9 427,1 22,2 54,2 107,8 -64,8
Other Activity Expenses 2415 258,4 265,1 5445 909,2 376,8
FX Transactions (net) 5,0 0,4 -66,8 -28,9 -36,5 -2110,2
Net Profit of the Period 46,2 49,7 18,6 28,7 2,6 93,8
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3 RISK, CAPITAL and PROFITABILITY EVALUATION
3.1 Credit Risk

Total cash loan volume increased by 54% to TRY 361,1 bilion in September 2008 when
compared to June. When the distribution of loans by monetary units is analyzed, it is seen that FX
loans, amount of which had decreased in the second quarter, increased by 5% to TRY 90 billion
in the third quarter. The share of FX loans in total loans did not change when compared to the
previous quarter and realized as 24,9%. In this period, FX-indexed loans grew by 10,3% and
realized as TRY 26 billion.

Non-cash loans and liabilities which grew rapidly in the first half of 2008 and increased by 24%
when compared to end-2007, increased by 0,4% in the third quarter of 2008 when compared to
the previous quarter to TRY 120 billion. FX non-cash loans decreased by TRY 2,5 billion in the third
quarter, accordingly the share of FX non-cash loans in total non-cash loans which was 63% in the
second quarter of 2008 decreased to 60% in the third quarter.

It is seen that the share of short-term loans in total loans decreased moderately in the third
quarter of 2008. In parallel with this development, it is seen that the maturity of consumer loans
extended. The share of short-term loans in total loans decreased by 1,1 points to 6,9% in the third
quarter of the year when compared to the previous quarter. Maturity structure of credit cards
did not change significantly in this period. When the maturity structure of credits by monetary
units is analyzed, it is seen that the decrease in the share of short-term loans in fotal loans
emerged from TL loans.

Table 3.1-1: Distribution of Loans by term and Monetary unit

Loans Credit Cards Consumer Loans

% M Jun. 08 Sep.08 Mer Jun. 08 Sep.08 ME Jun.08  sep.08
Total Short-Term 44,9 45,5 44,6 99.4 99.0 99,1 9.3 8.0 6,9
TL 36.2 37.7 36.8 99.2 98.9 98,9 9.3 8.0 6,9
FX 8.7 7.8 7.8 0.2 0.1 0.1 0.0 0.0 0.0
Total Long-Term 55,1 54,5 55,4 0.6 1.0 0.9 90,7 92,0 93,1
TL 36,9 37.4 38,3 0.6 1,0 0.9 90,7 92,0 93.1
FX 18,1 17,1 17,1 0.0 0.0 0.0 0.0 0.0 0.0
Total 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0
TL 73.1 751 751 99.8 99.9 99.9 100,0 100,0 100,0
FX 26,9 24,9 24,9 0.2 0.1 0.1 0.0 0.0 0.0

When the distribution of large loans extended by banks is analyzed, it is seen that within the

second quarter of 2008 the amount of | oans which are highe
and which are between 15%-20% decreased when compared to the first quarter of 2008 and

that the share of the total loans decreased both in total own funds and total loans. The ratio of

| oans which are higher than 10% of the banks® own funds tc
points to 38% when compared to the previous quarter and the ratio of loans which have the

size between 15%-20% of the banksd6 own funds to total own funds de
3,6% in September 2008. This situation is evaluated as a positive development for the

concentration risk of loans. Besides, as of the same period, loans which have the size between

10%-15% of the banksd own funds and | oan35%Whofcht havieankhed si z
own funds increased both in amount and share in loans and own funds. The ratio of loans which

have the size between 10%-15 % o f the banksd own funds and | oans whi
between 20%-25 % o f the banksdéd own funds to totoad 358wn funds wh
respectively in June 2008 increased to 28,9% and 5,5% respectively in September 2008.

Table 3.1-2: Distribution of Large Loans Extended by Banks

Mar.08 Jun.08 Sep.08
% Rate to Rate fo Rate fo Rate fo Rate to
Own Funds Loans Own Funds Loans Own Funds Rate to Loans
Higher than 10 37.3 8,4 45,1 9.5 38,0 8,2
Between10-15 18,1 4,1 25,7 5.4 28,9 6,2
Between 15-20 14,2 3.2 15,3 3.2 3.6 0.8
Between 20-25 5,0 1.1 3.9 0.8 5,5 1,2

Loans granted to a natural person or legal entity or a risk group which is 10% or higher of the own funds are
considered as large loans.

When the distribution of loans by size and by number of customers is analyzed, it is seen that the
share of loans higher than TRY 1 million in total loans increased while the share of loan amounts
on other scales in total decreased in the third quarter of 2008. The share of number of customers
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who are granted loan lesser than TRY 51 thousand to total number of loan customers increased
when compared to the second quarter and realized as 98,4% in this period. Loan amount per
customer had a trend on contrary to the previous two quarters in this period and decreased in
whole loan scales.

Table 3.1-3: Distribution of Loans by Size and by Number of Customers

Loan Amount Total Loans (%) Nr. of Customers(%) Loan Amount per Cust. (TRY Th).
Mar.08  Jun.08 Sep.08 Mar.08 Jun.08 Sp.08 Mar.08 Jun.08 Sep.08
Higher than TRY 1 million 43,19 42,79 43,54 0,07 0,07 0,06 6.083 6.209 6.197
TRY 501 th.-TRY 1 million 4,82 4,88 4,78 0,06 0,07 0,06 706 713 704
TRY 101 th.-TRY 500 th. 13,07 13,09 12,63 0.63 0,63 0,57 194 196 194
TRY 51 th.-TRY 100 th. 7,60 7,66 7,56 1,00 1,03 0,94 71 71 70
Lesser than TRY 51 th. 31,32 31,57 31,50 98,24 98,21 98,37 3 3 3
Total 100,00 100,00 100,00 100,00 100,00 100,00 9 10 9

Banking sector NPLs increased by 7,3% to TRY 11,6 billion in the third quarter of 2008 when
compared to the second quarter. The provision amount set aside for NPLs increased by 4,7% in
this period when compared to the previous quarter, the fact that this increase rate is below the
increase rate of NPLs caused the decrease observed in the ratio of provisions set aside to gross
NPL to continue. The said ratio which was 90% in end-2006 and 86,8% in end-2007 decreased to
84,5% in the second quarter and to 80,5% in the third quarter of 2008. The said decrease is
evaluated as negative for the credit risk management.

Table 3.1-4: Non-Performing Loans

Non-performing Loans

TRY Million (Gross) Provisions for NPLs Provisions / Gross NPL (%)
Mar.08 Jun.08 Sep.08 Mar.08 Jun.08 Sep.08 Mar. 08 Jun. 08 Sep. 08
Deposit 9.311 10.017 10.682 8.049 8.449 8.799 86,4 84,3 82,4
DIB 154 171 189 143 147 166 92,6 85.8 87.9
Participation 604 654 762 346 348 401 57,3 53,2 52,7
TOTAL 10.070 10.843 11.633 8.538 8.944 9.366 84,8 82,5 80.5

Although the amount of loans granted to industry sector increased by TRY 2 billion in the third
quarter of 2008 when compared to the second quarter, the share of the loans granted to the
above-mentioned sector in total loans decreased a little. The increase by TRY 4 billion in loans
granted to services sector caused the share of loans granted to that sector in total loans
increased. When NPLs on sectoral basis are analyzed, it is seen that NPL rafio of industry sector
which was 3,73% in the second quarter deceased to 3,60% in the third quarter of the year.

Table 3.1-5: Sectoral Distribution of Corporate and Commercial Loans

Distribution by Sectors of Cash Loans . Non-Cash
R NPL Ratio
September 08 (%) Medium- Short- Loans
Short- Long Termed Medium-Long
Termed Termed Total (Gross) Termed
Agriculture 6,66 4,73 5,72 2,99 1,08
Industry 45,16 33,42 39.72 3,60 42,34
Mining 2,33 1,48 1,89 1,46 1,95
Manufacturing Ind. 41,96 28,12 35,58 3,93 36,52
Electricity-Gas-Water 0,87 3,82 2,25 0,16 3.87
Services 48,19 61,85 54,55 2,22 56,58
Total* 100,00 100,00 100,00 2,81 100,00
Tot. Corp. and Com. Loans (TRY Billion) 124,75 122,25 254,07 120,17
Corp. and Com. Loans/Total Loans 75,99 60,61 67,46 65,53
Mar. 08 (%)
Agriculture 6,45 4,93 5,71 2,76 1,22
Industry 46,11 32,53 39,90 3.73 43,91
Mining 2,26 1,16 1,71 1,53 2,99
Manufacturing Ind. 43,01 28,28 36,31 4,02 37,34
Electricity-Gas-Water 0,84 3,09 1,88 0,17 3,58
Services 47,44 62,54 54,39 2,12 54,87
Total* 100,00 100,00 100,00 2,80 100,00
Tot. Corp. and Com. Loans (TRY Billion) 120,08 114,19 241,71 119,68
Corp. and Com. Loans/Total Loans (%) 76,39 60,64 67,83 66,79
* Does not include the loans granted to the sectors of agriculture, industry and services.

NPL ratios of loans granted to agriculture, industry and services sector are 2,99%, 3,60% and
2,22% respectively as of the third quarter. NPL ratios of loans granted to agriculture, industry and
services sector which was 2,80% in June 2008 did not change significantly and realized as 2,81%
as of September. When the structure of non-cash loans granted to the said sectors is analyzed, it
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is seen that the share of non-cash loans granted to services sector in total non-cash loans
increased by 2 points to 56,6%.

NPL amount arising from credit cards and loans granted to textile sector continues to have the
highest share in NPLs as of the third quarter of 2008. The share of total NPLs relating to the said
two sectors in total NPLs decreased by 1,3 points to 31,1% in this period. When the developments
in NPL ratios of sub-sectors is analyzed, it is seen that NPL ratio of sub-sector of textile and textile
products decreased from 11,16% to 10,99% and the NPL of credit cards decreased from 5,91% to
5,88% as of June 2008-September 2008 period. The NPL ratio of personal housing loans which
have the biggest share in cash loans and which is followed up more carefully since it is one of
the main factors in the forming of global crisis increased by 0,12 points and realized as 0,95% in
the third quarter of the year. The NPL ratio of loans granted to wholesale trade and brokerage
which has the second biggest share in cash loans increased by 0,1 points and realized as 2,27%
in the same period.

Table 3.1-6: Sub-Sectors Having the Biggest Shares in NPL

June 08 September 08
Share and
Share Range within Share Share and
within NPL  NPL/Total ~ Cash Loans within NPL  NPL/Total Range within
(%) Loans (%) (%) (%) Loans (%) Cash Loans (%)

Credit Cards 18,58 591 9,28 (3) 18,21 5,88 9,28 (3)
Textile and Textile Products 13.84 11,16 3.46 (9) 12,89 10,99 3,33 (11)
Other 10,64 6,76 4,6 (6) 10,53 8,10 3.81 (6)
Wholesale Trade and Brokerage 7,20 2,17 10,19 (2) 7,87 2,27 10,8 (2)
Food, Beverage and Tobacco 6,67 3.88 5,19 (5) 7,06 3,94 5,49 (4)
Individual Loans Other 4,79 4,52 317 (11) 4,30 3.93 3.35(9)
Construction 4,55 2,67 5.2 (4) 4,80 2,89 5,13 (5)
Retail Trade and Individual

Goods 3,57 4,28 2,5 (14) 3.71 4,44 2,54 (14)
Agriculture* 2,93 2,70 3.31 (10) 3.19 2,95 3,34 (10)
Individual Loans Housing 2,92 0.83 10,98 (1) 3.24 0,95 10,82 (1)

* Fishing and hunting are not included.

NPLs increased by 7,3% to TRY 11,6 billion in September 2008 when compared to the previous
quarter. When the indemnification structure of these NPLs is analyzed, it is seen that the share of
unguaranteed NPLs in total NPLs decreased by 0,4 points to 43,8%. In parallel with the said
decrease, the share of NPLs having I. Group, Il. Group and V. Group guarantees in total NPLs
increased. Another positive development is that the ratio of guarantee amounts to loans
confinues to increase. The said ratio increased by 4,1 points to 44,8%. The ratfio of guarantee
amounts of NPLs having especially I. Group, Il. Group and lll. Group Guarantee amounts to the
said loans continued to increase and realized as 53,9%, 81,5% and 82,8% in September 2008.
These developments can be evaluated in a positive manner for credit risk management within
the scope of the developments experienced recently in global credit markets.

Table 3.1-7: NPL Indemnification and Guarantee Information

Proportional Total
Gross Balance Distribution by Guarantee/Loan
(TRY million) Guarantee (%) (%)

Total Non-Performing Loans Mar Sep Mar  Jun Sep.
a) With I. Group Guarantee Mar08 Jun08 Sep 08 08 Jun 08 08 08 08 08
b) With Il. Group Guarantee 10.070 10.843 11.633 100,0 1000 1000 39,4 40,7 448
c) With Ill. Group Guarantee 27 30 49 0.3 0,3 0.4 54,3 50,2 539
d) With IV. Group Guarantee 3.643 3.871 4.160 36.2 35,7 358 70,5 737 81,5
e)Without Guarantee 1.728 1.905 2.037 17,2 17,6 17,5 738 759 828
Re-Structured Receivables 242 244 287 2.4 2,3 2,5 46,1 39,7 389
Rec. Attributed to a New Redemption
Plan 4.430 4.792 5.100 44,0 44,2 43,8
Total Non-Performing Loans 198 197 201
a) With I. Group Guarantee 344 296 307

The decrease observed in NPL ratios unfil the first half of 2008 stopped in the third quarter of the
year. The NPL ratio of the sector as of Septemlber 2008 increased by 0,05 points to 3,09%. When
analyzed on sectoral basis, it is seen that NPL ratfios of loans granted to sectors other than
industry sector in the third quarter of the year increased partially. NPL ratios of individual loans in
June 2008-September 2008 period increased by 0,05 points to 3,02%, NPL ratios of loans granted
to agriculture sector increased by 0,23 points fo 2,99%, NPL rafios of loans granted fo services
sector increased by 0,1 points to 2,22% and NPL ratios of other loans increased by 1,32 points to
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8,0%. NPL rafios of loans granted to industry sector which was 3,73% in June decreased to 3,60%
in September.

Table 3.1-8: NPL Ratios of Loans

% Dec. 06 March 07 June 07 Sep. 07 Dec. 07 March 08 Jlége S%g.
Individual 2,98 3,12 3,07 3,02 2,88 2,84 2,97 3,02
Agriculture 6,78 4,05 2,99 4,27 4,61 3,07 2,76 2,99
Industry 4,57 517 5,24 4,97 4,80 4,29 3.73 3.60
Services 2,80 2,66 2,47 2,51 2,49 2,41 2,12 2,22
Other 5,98 4,54 5,80 5,18 4,62 2,79 6,68 8,00
Total 3.71 3,65 3,64 3.58 3.42 3,05 3,04 3.09

Within the third quarter of year, the NPL ratios of personal loans and SME loans increased when
compared to previous quarter. The vehicle loans are an exception. Within this period, the NPL
ratio of SME loans increased from 3.9% to 4.1%, NPL ratio of housing loans increased from 0.9% to
0.9%., NPL ratio of consumer loans increased from 1.8% to 2%, and the NPL ratio of credit cards
increased from 5.8% to 6%. The NPL ratio of vehicle loans kept remaining around 4.4%. The NPLs
of personal loans and SME loans have shown an increase in 2008 in general when compared to
previous year-end. The increase by 10% of the NPL amount related to credit cards as well as the
decrease of SME loans by 34.5% within the period of June-September 2008 are interesting.

Chart 3.1-1: NPL Loans of Personal and SME Loans, Development of NPLs
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The scenario analysis results of September 2008 do not show an alteration in CAR change when
compared to previous period. Consequently to these scenarios, the loss amounts have
increased but the growth rate of own funds are higher and thus, these losses to own funds ratio
have decreased in all scenarios. Within the period of June 2008-September 2008, the share of
the loss which may arise if 1% of cash loans turn into a loss within the own funds decreased from
3.60% to 3.56%, and the share of loss which mayy arise if 5% of cash loans turn into a loss within the
own funds decreased from 18.01% to 17.79%. Similar results have appeared in the scenarios
where 1% and 5% of non-cash loans have turned into losses too. Accordingly, as of the third
quarter, the effect level of the possible losses to be emanated from loan risk on the own funds
and thus on capital requirement have decreased comparing to the previous period.

Table 3.1-9: Loan Risk Scenario Analysis Results

June08 Sep.08
(TRY Million) Loss/
Scenario Loss/ Own
CAR Oown CAR Funds
Loss CAR (%) Change Funds(%) Loss CAR (%) Change (%)
If 1% of Cash Loans Turn into a Loss 2.821 15,51 -0,51 3,60 2.976 16,22 -0,54 3.56
If 5% of Cash Loans Turn into a Loss 14107 13,39 -2,63 18,01 14.881 14,04 -2,72 17,79
If 1% of Non-Cash Loans Turn intfo a Loss 826 15,87 -0,15 1,05 822 16,61 -0,15 0,98
If 5% of Non-Cash Loans Turn into a Loss ~ 4.130 15,27 -0,75 5,28 4.109 16,02 -0,74 4,91
Not e: The data related to kller Bankasé& are excluded.

*The average CAR of the period of September 2008 is 16.76%.
**The average CAR of the period of June 2008 is 16.02%.

3.2 Market Risk

The commercial portfolio decreased by 19.4% within the third quarter of 2008 when compared
fo previous quarter and has realized as TRY 104.2 bilion. The most important factor of this
decrease i s that ; wi thin t he framewor k of to the
Communi qu® on Financi al Il nstrument s: Tur ki sh

Measurement dated October 31, 2008 (TMS 39), the part of securities held by banks as securifies

BRSA 37 Financial Markets Report/September 2008

mmuni qu®
Account i

on
ng



available for sale and marketable securities have been accounted within the securities to be
held until maturity item.

The distribution of commercial portfolio by types did not change much within the period of June
2008-September 2008. The GS are still the most weighted item within this structure. When the
commercial portfolio is analyzed by monetary types, a considerable change was not observed
in the share of TL securities within total. The share of securities with variable interest within total
commercial portfolio increased. This share which was 44.9% in June 2008 increased to 45.7%
within the third quarter.

Table 3.2-1: Distribution of Commercial Porifolio by Security Types

June08 Sep.08
% TL FX Total TL FX Total
GS 74,72 9.74 84,46 74,87 8,79 83,66
Variable Interest 39,00 3,48 42,48 40,31 2,79 43,10
Fixed Interest 35,71 6,26 41,97 34,56 6,00 40,56
Eurobond 0,00 12,26 12,26 0,00 12,96 12,96
Variable Interest 0,00 0,00 0,00 0,00 0,00 0,00
Fixed Interest 0,00 12,25 12,25 0,00 12,95 12,95
Stock and Investment Fund 0,37 0,06 0,43 0,24 0,06 0.30
Other 0.16 2,70 2,85 0.25 2,83 3.08
Variable Interest 0,02 2,43 2,45 0,03 2,57 2,61
Fixed Interest 0,13 0,27 0.41 0,22 0,26 0,47
TOTAL 75,24 24,76 100,00 75,36 24,64 100,00
Variable Interest 39,02 591 44,94 40,35 5,36 45,71
Fixed Interest 35,85 18,79 54,63 34,78 19.21 53,99
Other 0,37 0.06 0.43 0,24 0,06 0,30

The average compound inferest rates of GS which started to increase with the effect of the
fluctuation in global markets, have realized as 20.0% within the third quarter of 2008. The interest
rates which followed a stable conduct in parallel with the decrease of the effects of fluctuation
around end-2007, have started to follow a fluctuated conduct as a result of the increasing
secondary effects of the fluctuation in 2008. This situation has confinued within the third quarter
too. The increase in the volafility of interest rates in 2008 causes the increase of the market
interest rate risk to which the sector is exposed to.

When the scenario analysis related to the period of September 2008 are analyzed, it is seen that,
because of the decrease in the amount of GS with fixed interest and the increase in own funds,
the effect of the change in second hand GS prices on the capital decreased when compared
fo the previous period. It is seen that the deposit banks of which total GS with fixed interest in
their portfolio to their capital ratio is high will be affected more from the possible change in GS
prices than the DIBs. Within the period of June 2008-September 2008, a decrease by TRY 9,0
billion is occurred in the amount of GS with fixed interest within the commercial portfolio while
within the same period, an increase by TRY 5.7 billion is occurred in total own funds.

Table 3.2-2: The Effect of Possible Changes in the Second Hand GS Prices
Sep.08 (TRY Milion) Change in Second Hand GS Prices %

-10 -5 -1 1 5 10
Own Effect of Change in Prices on Capital (%)
Com. Port. GS with Fixed Int.  Funds

Deposit 102.321 43.122 69.689 -6,2 -3.1 -0.6 0.6 3.1 6,2
DIB 1.927 975 10.088 -1,0 -0,5 -0.1 0.1 0.5 1.0
Total 104.247 44.097 79.778 -5.5 -2,8 -0.6 0.6 2.8 5,5
June08
Deposit 127.326 52.199 64.417 -8,1 -4,1 -0.8 0.8 4,1 8.1
DIB 2.037 938 9.639 -1 -0,5 -0.1 0.1 0.5 1
Total 129.364 53.138 74.056 -7.2 -3.6 -0.7 0.7 3.6 7.2

Within the third quarter of 2008 the amount of Eurobond with fixed interest decreased by 10.9%
fo TRY 13.6 billion. This decrease in addition to the increase in own funds caused that in the
scenario analysis made based on the data dated September 2008 the effect of the change of
Eurobond prices on capital to reduce. The fact that the Eurobond with fixed interest/own funds
ratfio is high in deposit banks, caused that the effect of the changes in Eurobond prices on the
capital of deposit banks become clearer.
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Table 3.2-3: Effects of Possible Changes in Eurobond Prices

September 2008 (TRY Milion) Change in Eurobond Prices %

-10 -5 -1 1 5 10

Com. Port.  Eurobond with Fixed Inf. ~ Own Funds Effect of Change in Prices on Capital (%)

Deposit 102.321 13.565 69.689 -1,9  -10  -02 0.2 1.0 1,9

DIB 1.927 260 10.088 -03 -0, 0.0 0,0 0,1 0.3

Total 104.247 13.825 79.778 -1,7 -0,9 -0.2 0.2 0.9 1.7
June 2008 (TRY Million)

Com. Port.  Eurobond with Fixed Int. ~ Own Funds Effect of Change in Prices on Capital (%)

Deposit 127.326 15.219 64.417 24 -12 -02 0,2 1.2 2,4

DIB 2.037 296 9.639 -03  -02 0,0 0,0 0,2 0.3

Total 129.364 15.515 74.056 2,1 -1.0 -0.2 0.2 1.0 2,1

The ISE index which is monitored within the framework of stock price risk follows a decreasing
conduct within 2008 with the effect of the global financial crisis. The index which was in the level
of 56.000 in the end of last year decreased to 34.000 as of September 2008. The state of
uncertainty brought by the global crisis increases more the volafility of ISE index. The uncertainty
in the stock markets increased further in September, so as of September 2008 the daily volatility
of the ISE index yield has exceeded the level of 5%.

Chart 3.2-1: ISE-100 Index and Daily Yield Volatility
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The shares of stocks and investment funds within the commercial portfolio are limited, so the
effects of price changes on banking own funds are more limited than in changes of GS and
Eurobond prices; their amount decreased by 30% in parallel o the decrease occurred in ISE. The
increase by TRY 5 billion in the own funds in addition to this situation caused that within the third
quarter of 2008 the effect of the changes in stock and investment fund prices on the capital to
decrease.

Table 3.2-4: Effects of Possible Changes in Stocks and Investment Funds

- Change in Stocks +IF Prices (%)
Sep.08 (TRY Million) 0 -5 _] 1 5 10
Com. Port. Stocks and IF Own Funds Effect of Price Changes on Capital (%)
Deposit 102.321 359 69.689 -0,05 -0,03 -001 0,01 003 0,05
DIB 1.927 44 10.088 -0,04 -002 000 000 002 0,04
Total 104.247 403 79.778 -005 0,03 -001 001 003 005
June08 (TRY Million)
Deposit 127.326 501 64.417 -0,08 -0,04 -001 001 004 0,08
DIB 2.037 45 9.639 -0,05 0,02 0,00 000 002 0,05
Total 129.364 546 74.056 -0,07 -004 -001 001 004 007

The on-balance sheet open position (OBSOP) which entered to an increasing tendency within
the second quarter of 2008 and off-balance sheet position (OBSP) decreased within the third
quarter of year. These values reduced in September 2008 and realized respectively as USD 9.5
and 8.9 billion as absolute value. FXNGP amount which started to decrease since the second

half of 2008 fluctuated within the N 1.5% band
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Chart 3.2-2: OSBOP, FXNGP and Exchange Rate Risk Capital Requirement
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The capital of development and investment banks is affected positively from exchange rate
increases and negatively from exchange rate decreases; while deposit banks are affected
positively from decreases and negatively from increases. Throughout sector, the sensibility fo
exchange rate changes reduced comparing fo previous period.

Table 3.2-5: Effects of Possible Changes in Exchange Rates

Change in Exchange Rates (%)

As of September 26, 2008 (USD Million) -20 -10 1 5 25 50
On-Balance
Sheet OSBOP/Own FXNGP/Own Effect of Change in Exchange Rates on
o Own Funds Funds FXNGP Funds .

Position (%) (%) Capital (%)

(OSBOP)
Deposit -9.989 60.623 -16,5 -588 -1.0 330 1,65 -0,16 -082 -412 -824
DIB 72 8.063 0.9 -52 -0,6 -0,18 -0,09 001 004 022 045
Particip. 429 2.652 16,2 41 1,5 -324 -162 016 081 404 8,09
Total -9.488 71.338 -13,3 -599 -0.8 266 133 -0,13 -0,67 -333 -665

3.3 Structural Interest Rate Risk

The one-month deficit which increased as absolute value in both TL and FX within the second
quarter of 2008 entered to a decreasing tendency within the third quarter. While there are no
important changes in 1-3 month FX deficit levels, the 183 months TL deficit position decreased
nearly by TRY 50 billion within the third quarter. The increase observed in TL deficits within the last
quarter is evaluated as a negative development for structural interest rate risk.

Within the third quarter of 2008, no important changes were observed in the average
placement interest, average interest cost and interest margin.

Chart 3.3-1: Interest Deficiencies, Interest Margin and Development of Components
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In the scenario analysis made to determine the level of structural interest rate risk to which the
sector is exposed to, the effect of interest rates on bank profitability is calculated while the time

until the date of reepri ci ng of the bank&sand she evesageaplatementabi | i t
interest as well as source cost are considered as data. In the calculation, it is assumed that the
sensibility of the bankds assets and |iabilities to the i

analysis. Furthermore, it is assumed that there were no new source entry in the analysis and the
fime value of money was disregarded. In the table below, in the scenario number 3 the TRY
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interests increase by 1 point after 1 month, by 2 points within the period between 1-3 months, by
3 points within the period between 3-6 months and by 6 points within the period between 6-12
months.

Table 3.3-1: Scenarios Relating to Structural Interest Rates and the Results Thereof

Scenarios Change in TL Interests (points) Change in FX Interests (points)

1 month 1-3 mo. 3-6 mo. 6-12 mo. 1 month 1-3 mo. 3-6 mo. 6-12 mo.
Scenario 1 1,00 0,00 0,00 0,00 0,00 0,00 0,00 0,00
Scenario 2 0,00 0,00 0,00 0,00 1,00 0,00 0,00 0,00
Scenario 3 1,00 2,00 3,00 6,00 0,00 0,00 0,00 0,00
Scenario 4 0,00 0,00 0,00 0,00 0,25 0,50 0,75 1,50
Scenario 5 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
Profit/Loss (TRY March 08 June08 Sep. 08
Million) TL FX Total TL FX Total TL FX Total
Scenario 1 -1.497 0 -1.497 -1.666 0 -1.666 -1.797 0 -1.797
Scenario 2 0 -866 -866 0 -732 -732 0 -754 -754
Scenario 3 -15.953 0 -15.953 -16.850 0 -16.850 -21.478 0 -21.478
Scenario 4 0 -4.772 -4.772 0 -4.246 -4.246 0 -4.464 -4.464
Scenario 5 -6.641 -3.022 -9.664 -6.563 -2.732 -9.295 -8.462 -2.839 -11.301
Scenario 6 -14.973 -4.330 -19.303 -16.658 -3.660 -20.318 -17.966 -3.772 -21.738
Scenario 7 -18.893  -11.218 -30.111 -23.558 -9.954 -33.511 -25.776  -10.891 -36.668
Scenario 8 1.497 0 1.497 1.666 0 1.666 1.797 0 1.797
Scenario 9 0 866 866 0 732 732 0 754 754
Scenario 10 15.953 4.772 20.726 16.850 4.246 21.096 21.478 4.464 25.942

When the profits and losses formed in TL and FX items as a result of the scenarios applied are
analyzed, it is seen that in all the scenarios the TL and FX total profits and losses are higher in
September 2008 than in June 2008 as absolute values.

When the scenarios expressing the unit increases in interest are analyzed, it is seen that the loss
amount appeared within the Scenario 1 which presents the interests increase by 1 point in one-
month period which was TRY 1.666 million in June, is TRY 1.797 million in September 2008. Similarly,
the loss amounts appearing in the Scenario 2 which presents USD interest increase within the
one-month period, were TRY 732 million in June 2008, realized as TRY 754 million in September
2008. These results show that the sensibility face to structural interest rate risk increased in both TL
and FX.

3.4  Lliquidity Risk

When the development of daily FX and total liquidity adequacy ratios in a banking group basis
is observed, it is seen that in all banking groups, the daily FX liquidity adequacy ratios and total
liquidity adequacy ratios are realized above the lower limits determined.

Chart 3.4-1: Development of FX and Total Liquidity Adequacy Ratios Relating to First Maturity
Trench
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The FX liquidity adequacy ratio relating to second maturity franche decreased when compared
to previous period throughout sector and realized as 127.8% and the total liquidity adequacy
ratio increased and realized as 135.5%. This is caused by the fact that the slowdown ratio of FX
assets is faster than the slowdown ratio of FX liabilities.
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Table 3.4-1: FX and Total Liquidity Adequacy Ratio Components Relating to Second Maturity
Trench

(TRY Million) June08 Sep. 08 June08 Sep. 08 (TRY Million)
Assets TL FX TL FX TL FX TL FX Liabilities
Cash Values and CBRT 28.060 6.348 32.859 6.677 117.248 38219  119.455  36.282 Deposit
Fair Value and CBRT, Banks,
Securities Available for 107.908 21.036 83.388 17.303 3.043 2272 4.033 1.527 Centrals and
Sale Branches Abroad

Banks Centrals and

B e Aoy 25779 21980 24005  20.558 3026 2005 4119 2412 Other Loans
Receivables 6.554 4719 13513 4614 40053 2764 47575 2475 Other Sources
Loans 65113 9.740 68932 8735 13423 1913 13837 201¢  OffBalance Sheet
Transactions
Securifies fo be Held 19319 2323 47963 5859 54394 36251 41131 31.13] Derivative
Until Maturity Transactions
45 3 42 8 231.187  83.424  230.149 76244 Total
Derivative Transactions 54.422 44271 41.156 33.694
Total 307.198  110.421 311.858  97.448

Lig. Adeq. Ratio Rel. to

second Mat. Trench 132,9 1324 1355 1278

When the development of FX and total liquidity adequacy ratios related to second maturity
franches within the third quarter of 2008 based on banking groups is analyzed, it is seen that the
FX and total liquidity ratio is in an increasing tendency in development and investment banks
while they both are in a decreasing fendency in deposit banks when compared to the previous
period. Furthermore, in all banking groups, the liquidity adequacy ratios relating to second
maturity tranche are above the lower limits.

Chart 3.4-2: FX and Total Liquidity Adequacy Ratios Related to Second Maturity Trench
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3.5 Capital Adequacy

The capital adequacy ratio which was 16.7% within the period of June 2008, is realized as 17.5%
as of September 2008. The increase by 0.8 points seen in the third quarter is emanated by the
fact that the sectords own funds hidsvisewadhtiedvassels. s i ncrease hi
a matter of fact, it is seen that face to the change by 7.5% occurred in own funds within this

period the sectords risk weighted assets have increased b
preserves its prudent approach by maintaining its strong capital structure face to possible

di sruptions. Within the said period, an increase by 11.4%
ratio.

Table 3.5-1: Own-fund, Risk Weighted Assets and Capital Adequacy Ratio

Own-fund(TRY Million) RWA (TRY Million) CAR
2008/6  2008/9 % change 2008/6 2008/9 % change 2008/6 2008/9 Point change
Sector 82.400  88.577 7.5 493.821 505.729 2,4 16,7 17.5 0.8
Deposit 70.122 75.040 7.0 456.605 465.345 1.9 15,4 16,1 0.7
DIB 9.745 10.199 4,7 15.959 16.639 4,3 61,1 61,3 0,2
Participation 3.1556 3.338 -89,4 22.331 23.747 6,3 14,1 14,1 0,0
State 14.781 16.467 11.4 102.054 102.815 0.7 14,5 16,0 1.5
Private 41.250 43.695 59 260.857 267.102 2.4 15,8 16,4 0,6
Foreign 13.467 14.237 57 92.619 94.373 1.9 14,5 15,1 0,6
Big-scale 52.116 55.856 7.2 335.295 341.347 1.8 15,5 16,4 0,9
Medium-scale  20.202 21.410 6,0 120.567 124.728 3.5 16,8 17,2 0,4
Small-scale 10.705  11.306 5,6 39.033 39.626 1.5 27,4 28,5 1,1

Explanation: Own-fun amount is taken from SY410 form, may differ from balance-sheet.

The most noteworthy change in index values formed by taking 2002 as a basis in risk weighted
assets and own-funds total is the fact that increase tendency of risk weighted assets in deposit
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banks converted into decrease in the third quarter. In the said period, CAR index in deposit
banks increased by 10 points, while own-fund index increased by 24.6 points.

Chart 3.5-1: Own-fund, Risk Weighted Assets and Capital Adequacy Ratio Index
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When the proportional shares of the items constituting own-fund are analyzed, it is observed that
Tier-l comprised 95.7% of own-fund total. The said rate decreased by 5.7 points when compared
fo the previous period. It is observed that only legal reserves among Tier-l items (1st composition
legal reserves) decreased at the amount of TRY 2.2 billion of own-fund. In the same period, paid-
up capital increased by 11.4% when compared to the previous quarter o TRY 3.8 billion.

Throughout the sector, as Tier-l is higher than the values decreased from capital, it is observed
that own-funds are higher than Tier-l. Tier-l ratio which was 16.3% in the previous quarter was
realized as 16.8% as of September 2008.

Table 3.5-2: Own-fund Components

%
2007 2008/3 2008/6 2008/9 Change
08/06-
TRY Million Sh(zre TRY Million Shz)re TRY Million Shz)re TRY Million Shtzonre (08//091
Tier-| 74.638 96,4 77.021 953 80.249 97,4 84.809 95,7 57
-Paid -up capital 31.623 40,8 31.801 39,5 33.509 40,9 37.345 42,2 11,4
-Legal Reserves 33.661 43,5 20.390 47,0 42.697 51,4 40.438 45,7 -5,2
-Net profit of period and profits of 15.408 19,9 27.360 33,6 8.740 10,6 11.593 131 326
previous year
- Net loss of period and the part
of loss of previous years which 18.756 -24,0 33.200 -40,7 18.062 21,8 18.064 204 00
cannot be met by legal
reserves
Tier-Il 7.138 9,2 7.505 9.3 6.216 7.5 7.908 8,9 27,2
-General reserves 2.534 3,3 2.946 3,6 3.177 3,9 3.392 3,8 6.8
-Quasi tier -1l debts 3.347 4,3 4.813 6,0 5.157 6,3 4.702 53 -8.8
Third generation capital 0 0,0 0 0,0 0 0,0 0 0.0 -
Values decreased from capital(-) 4.339 -5.6 3.690 -4,6 4.064 -4,9 4.139 -4,7 1.8
Own-funds 77.436 100,0 80.835 100,0 82.400 100,0 88.577 100,0 7.5

When the amount subject to credit risk items is analyzed, it is observed that the sector prefers to
place its resources to risk free assets. However, the highest increase in risk weighted assets in the
third quarter is the increase realized in 0% risk weighted assets by 26%. In this development, the
increase by TRY 35 billion in A group? securities available for sale and securities held to maturity
within securities portfolio and the increase by TRY 10.2 billion in receivables from money markets
were affective.

While amount subject to credit risk increased by 3.5% in the third quarter; amount subject to
market risk decreased by 14%.

2 A Group Security: Securities issued by those included in A group or upon their guarantees or by cash or guaranteed to be paid by
them.

A Group: Treasury, CBRT, State Partnership Administration, Privatization Administration, Central Banks of OECD countries and their central
and regional administrations.
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Table 3.5-3: Amounts Subject to Risk and Risk Weighted Assets

2008/9
2007 2008/3 2008/6 weighted %
TRY Amount  Change
Million TRY (08/0¢6-
TRY Million Milion  08/09)
0% Risk Weight 229.758 166.674 148.170 186.745 0 26,0
10% Risk Weight 0 0 - -
20% Risk Weight 63.713 42.289 45310 40961  8.192 9.6
50% Risk Weight 78.757 80.371 84.613 89.695  44.648 60
100% Risk Weight 290.711 335.604 357.453 369.667  369.667 3.4
150% Risk Weight 1.688 1.831 2.017 3.025 10.2
200% Risk Weight 120 141 155 310 9,9
TRY TRY % TRY %
Million % Share TRY Million % Share  Million  Share  Million % Share  Change
QZEOU”T Supject fo Credit 343275 839 386613 821 411467 833 426042 842 35
ggﬁoum Subject fo Market 14.854 36 25.376 54 23249 47 19.99 40 -14,0
Amount Subject to
Operational 51.180 12,5 59.104 125 59104 120  59.692 18 10
Risk
Total Risk Weighted Assets. 409.309 100,0 471.094 100,0 493.821 1000 505.730 100,0 2.4

When the risk based distribution of the minimum capital to be held due to the risks being
exposed to is analyzed; it is observed that the highest share within total capital requirement is in
capital requirement concerning credit risk. Credit risk capital requirement comprises 84.2% of
total capital requirement; while market risk capital requirement comprise 4% of the total. In the
third quarter, the amount subject to market risk decreased by 14%. The fact that banks may
classify any government security they desire as securities held to maturity subsequent to the
change made in TMS 39 resulted in the said decrease. However, especially the amount subject
tfo market risk of state deposit banks decreased by TRY 2.8 billion in the period mentioned. Free
capital amount calculated by decreasing total capital requirement from total own-funds is TRY
48.1 billion.

Table 3.5-4: Distribution of Legal Capital Requirement

2008/9 Deposit DIB Participation B. Total
RY " RY TRY
Million % TRY Milion % Million % Milion 7
Credit Risk Capifal 31.295 84,1 1077 80,9 1.712 90,1 34083 842
Requirement
Market Risk Capital 1.526 4 67 50 7 0.4 1600 40
Requirement
Operational Risk Capifal 4.407 11,8 188 14,1 181 9,5 4775 118
Requirement
Total Capital Requirement  37.228  100,0 1331 100,0 1.900 1000 40.458  100,0
Free Capital 37.813 ; 8.868 - 1.438 - 48.119 -

When the effect of possible rate and interest changes on CAR is analyzed, it is observed, when
other variables are constant, that the increase to occur in rates by 10% would create a
decrease by 0.29 point in CAR; on the confrary, an increase by 2 points to occur in interest rate
would decrease CAR by 0.9 points.

Table 3.5-5: Effect of Possible Rate and Interest Changes on Capital Requirement
Changes in Rates (%) Changes in TL Interest Rates (Point)

-10 1 5 10 -1 -2 +1 +2
Estimated Own-fund
Change (%) 3.1 6,2 -3.0 -5,9
Estimated RWA Change
(%) -1.75 0,18 0.88 1,75 0,31 0,63 -0,30 -0,59
Estimated CAR Change
(point) 0,30 -0,03 -0,15 -0,29 0,46 0,93 -0,46 -0.9

3.6 Profitability Analysis

In September 2008 period, profit of banking sector decreased by 5.9% when compared to the
same period of previous year. In the said period, although interest incomes increased above
interest expenses; the fact that the increase rate in non-interest expenses realized 11.6 points
higher than the increase rate in non-interest incomes effect the profitability of the sector
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negatively. The highest increase in non-interest expenses in the last 1 year realized in personnel
expenses by TRY 1.4 billion.

When the selected income and expense items of banking sector are analyzed, it is observed
that interests from loans constitute 51.1% of total incomes as of September 2008. In the third
quarter of the year, loan interest incomes increased by TRY 13.3 billion when compared to the
previous quarter and amounted to TRY 36.9 billion. When compared to September 2007 period,
interests from loans increased by 29.6%. In the last one-year period, interests from securities
increased by 6.7% notwithstanding that it is rather behind the increase in interests from loans. In
the said period, securities portfolio of the sector grew by 8%.

When the weights of expense items of the sector within total expenses are analyzed; it is
observed that deposit weighted finance structure continue in the sector, as interests to deposit
constitute 55% of total expenses on the other hand the share of interests o money markets
remained at 12.9% levels.

When compared to the same period of previous year, it is seen that while interest incomes of the
sector increased by 18.9%; increase rate in inferest expenses was realized in 17.9%. In the same
period, net interest incomes of the sector increased by 20.7%. Net interest incomes increased by
51.3% when compared to the previous quarter.

Share of fees and commissions from loans and banking service incomes within total incomes is
12.9%. Total of the said items increased by 53.4% when compared to June 2008.

When the distribution of income items within total incomes is analyzed, it is observed that
interests from loans, fees and commissions and banking services incomes total constitute 64% of
the incomes of sector. Accordingly, it means profitability of the sector derived primarily from
infermediary activities, thus customer-oriented profitability fendency confinues in the sector.

Table 3.6-1: Outlook of Selected Income Statement ltems

Share in 08/09-
total %E;//%";' 08/06
Sep.07 2007 Mar.08 Jun.08 Sep.08 income % %
- or Change Change
TRY Million expense
Interests from Loans 28.458 39.363 11.449 23.560 36.879 51,1 29,6 56,5
Interests from Money Markets 2.503 2777 1.004 1.896  2.866 4,0 14,5 51,2
Interests from Securities 18.419 24511 6.382 12.757 19.645 27,2 6,7 54,0
Total Interest Incomes 51.905 70.553 19.428 39.768 61.729 85,6 18,9 55,2
Interests o Deposit 26.241 35444 9.384 19.396 30.672 55,0 16,9 58,1
Interests to Money Markets 6.541 8.815 2258 4579 7.187 12,9 9.9 57,0
Total Interest Expenses 32,963 44.503 11.833 24.650 38.857 69,7 17.9 57.6
Net Interest Incomes 18.942 26.049 7.595 15.118 22.872 31,7 20,7 51,3
Fees Commissions from Loans 1.524  2.050 573 1.217  1.836 2,5 20,5 50,9
Banking Services Incomes 5.971 8.283 2315 4847 7.464 10.4 25,0 54,0
Total Non-Interest Incomes 11.449 16.025 4.837 9377 13.325 18,5 16,4 42,1
Operation Expenses 6.788  9.271 2.558 5381 8.263 14,8 21,7 53,6
Total Non-Interest Expenses 15228 22.218 6.541 12924 19.486 35,0 28,0 50,8
Capital Market Transaction Profits (Losses)  -478 -811 408 455 117 0,2 124,6 -74,2
Exchange Profits (Losses) 1.177  1.664 -622 28 38 0.1 -96,7 35,9
Net Profit of Period 11,8 14,9 3.9 8.3 11,1 15,4 -5.4 34,5

SP Interest Incomes: Securities Trading Portfolio + Securities Available  for Sale + SHT

Interests from Securities

Interests from Money Markets : Interests from Banks + Interests from Money Markets + Interests from Reverse Repo
Transactions

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

Operation Expenses: Personnel Expenses+ Severance Pay Provision Expense + Amortization Expenses

Interests to Financial Markets: Repo Interest Expenses + Interest Expenses to Banks + Money Market Transactions
Interest Expense

Capital Market Operation Income/Loss: Securities Purchase/Sale Income/Loss + Income/Loss from Derivative
Financial Instruments

Decreasing tendency observed in small rates in return on assets and equities of banking sector
since the end of 2007 continued in the third quarter; the rates mentioned decreased by 2.3%
and 18.5%, respectively. Another noteworthy aspect of the decrease in the third quarter is the
decrease in profitability can be observed in all scale groups.
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Table 3.6-2: Return on Assets and Equities Ratios

ROA % ROE %
Dec.0 Dec.0 Dec.0 Mar0 JunO Sep.O0 DecO DecO Dec.0O Mar0 Jun.O0 Sep.0
5 6 7 8 8 8 5 6 7 8 8 8

Sector 1.7 2,4 2,8 2,8 2,6 2,3 11,8 20,0 21,7 21,4 20,3 18,5
Deposit 1.5 2,4 2,7 2,7 2,5 2,2 11,7 21,1 23,1 22,8 21,6 19,4
Participation 3.0 3.3 3.2 3.1 3.0 3.0 33.5 30.8 27.3 25,7 24,6 23,1
DIB 5.8 52 5.0 4,9 4,8 4,8 12,1 10,8 10,5 10,4 10,1 10,1
Big-Scale 1,2 2,3 2,8 29 2,9 2,5 9.1 20,9 24,9 25,3 22,7 21,2
Medium-
Scale 3.0 2,6 2,2 1.8 2,1 1.8 22,7 23,1 18,1 15,2 15,9 13.3
Small-Scale 3.5 2,5 3.5 3.3 2,9 2,7 13,9 9.6 11,8 11,3 10,8 10.2

When carried out the ratio analysis of banking sector in respect of profitability, it is observed as
of September 2008 that the endowment ratio of assets is 11.9%. Besides, ratio of total expenses
to liabilities is 9.2%. The difference between the said rates indicates that investment productivity
is higher than the cost creation capacity of the utilized resources.

As the increase rate in interest incomes is lower than the increase rate in interest expenses in the
third quarter, ratio of interest incomes to interest expenses experienced a slight decrease. In the
said period, interest incomes is 1.59 time of interest expenses.

Net interest margin, which displays how much interest income the banks procured from their
fotal assets, realized as 3.6% as of September 2008. In the said period, while interest creation
capacity of inferest-yield assets is 10.1%; the ratio of interest expenses to interest-burden liabilities
is 6.8%. Spread, which is equal to the difference between interest income margin and inferest
expense margin is positive and by 3.3%, and designates the productivity of investment /placing
policies of banks.

As the ratio of non-interest incomes to non-interest expenses in the third quarter decreased by
8.6 points in the third quarter due to the relatively high increase in non-interest incomes and
realized as 69.6%. The said ratio being lower than 100% is considered as being negative.

Table 3.6-3: Ratios Concerning Profitability Indicators

Dec.0 Dec.0 Dec.0 Dec.0 Dec.0 Mar0 JunO Sep.0

3 4 5 6 7 8 8 8

Total Incomes/Average Total Asset 20,7 17,5 15,3 15,5 16,2 4,3 8,7 11,9
Total Expenses/Average Total Liabilities 18,1 13.4 12,6 11,8 12,5 3.3 6,6 9.2
Interest Incomes /Interest Expenses 1408 177,6 1763 1609 1580 163,92 161,3 1592
Net Interest Margin(Net Interest Incomes /Average

Total Asset) 5,1 6,4 5,4 4,7 4,9 1,4 2,6 3.6
Interest incomes/Interest-yield Assets 19.7 16,2 12,6 12,9 14,0 3,5 7.8 10,1
Interest expenses/ Interest-burden Liabilities 14,2 9.6 7.4 8.4 9.5 2,3 4,7 6,8
Spread 5,5 6,7 51 4,6 4,5 1,2 3.1 3.3
Non-Interest Incomes/ Non-Interest Expenses 56,7 56,1 51,8 76,8 71,9 74,1 78,2 69,6
Interest Incomes/Total Income 84,4 83,2 81,1 79.8 81,8 804 797 82,1
Interest Expenses/Total Expense 68,5 61,0 55,8 65,3 67,1 64,9 65,6 66,7
Operating Expenses/Total Income 27.6 29,9 36,4 26,4 25,4 26,5 25,9 25,7
Interest to Deposit /Average Deposit 16,6 11,0 9.5 10,0 10,8 2,7 5.5 7.9
Interest Income from Loans /Average Loans 1992 1887 1671 1515 16,09 4,34 8,5 11,6
Interests from Securities /Average SP 24,5 18.1 14,0 14,0 14,8 3.8 7.5 11,5

Spread: (Interest incomes /interest  -yield assets) -(Interest expenses /Interest -burden liabilities)

BRSA 46 Financial Markets Report/September 2008












