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EXPLANATION

The BRSA having main objective  ensuring confidence and stability in financial
markets is publishing this periodical  Report including the evaluations
concerning the performances of banks, financial 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 international 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 compan ies.

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 databa se
by the date of November 26, 2009. The updates following the mentioned
date are outside the scope of the Report.
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GENERAL EVALUATION

As of the third quarter of 2009, thanks to comprehensive finance policies, it is observed that

the global economic rec  ession is mainly over. Furthermore, although differs by countries, the
recovery began gradually. Accordingly, IMF improved 2009 and 1020 estimations on global
economic activity when compared to July 2009. Hence, world product is expected to grow

by 3.1% in 2010 after the recession by 1.1% in 2009. Global economic activity having
recovered more rapid and stronger than expected is attributed to the high performance of
emerging economies particularly Asian economies. While the international understanding
reach ed against the crisis helps the recession tendency of global trade volume to reverse,
pressure decreasing in financial markets procured capital movements to accelerate again.

Rapid recovery and improvement in asset prices observed in the first nine months of 2009
began to be perceived as a new price balloon as of November 2009 and decreases
observed in markets such as Ireland, Turkey and Germany. Besides, while there are negative
effects of the problem Dubai experienced in its debt level in end -November on financial
markets, it is observed that the systematic risk possibility in global financial markets in the last
period of 2009 has decreased evidently and a relative stability has been maintained.
However, in case finance policies that are being practiced i n the following period are
concluded prematurely, the possibility of growth tendency to become reverse and increase
tendencies in asset and commodity prices are considered as the fundamental economic and
financial risks. Furthermore, the probability thatt ~ he pandemic flu which HIN1 virus caused to
decelerate demand and activity in various sectors particularly services sector is stated by
international institutions.

As a consequence of the fact that global economic crisis began to influence Turkey as well,
growth rate of Turkey which was about 7% in 2003  -2007 decreased by 0.9% in 2008. As of the
third quarter of 2009, while the recession in economic activity continued, monthly economic

data designates to a relative recovery. In many national and international studies, decrease
estimations between 5.3% and 6.5% are predicted. Growth estimations for 2010 are positive.
Since July 2008, decrease tendency observed in producer and consumer prices inflation,
owing to the economic measure packages in the first half of 2009, converted into a horizontal
band movement by about 5% since May 2009. As a consequence of the measures taken,
recovery observed in demand in the third quarter of the year decelerated the decrease in
consumer prices inflation. However, the fact that indicators of the recovery in economic
activity cannot be monitored precisely caused Central Bank policy interest rate to be drawn

back to 6.5% as of November 20, 2009. Under current economic conditions, internal borrowing
bidding interest rates also decre  ased in parallel with policy interest rates.

Although the measure packages entered into practice in the first months of 2009 do not
include the transfer of direct public liability to household and companies sector, as a result of

the decrease by 0.2% ex perienced in budget incomes in January -September 2009 periods
and an increase by 21% in expenses, budget deficit increased seriously. Besides, global crisis
continues to effect foreign trade volume as well. Although the decrease in export is less than

the decrease in import, the decreases backspaced the foreign trade to 2006 levels. Recovery

in foreign trade volume contributed to the decrease in current deficit. As a matter of fact,

current deficit in January -September 2009 periods decreased by 75.9% when compared to
the same period of 2008 and realized as USD 8.6 billion. The said decrease in current deficit
that is considered as a risk factor in respect of macroeconomic stability, keeps away the
current deficit problem as the fundamental risk factor for 2 009.

In addition to domestic savings ratio which was predicted in 2010 Program as 14.2% for 2009,
recession predicted in investment expenses designate that the current deficit to remain in a
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limited dimension. While the weight of current deficit as a ris k factor decreases, FX position of
companies sector excluding financial sector which is another risk factor for Turkish economy
maintains its importance. Net FX position of companies sector excluding financial sector
continued to have deficit also in June. When analyzed the development of domestic and
foreign debt, it is observed  that 44.1% of total gross foreign debt stock, which was USD 268.5 billion
in June 2009, was comprised of debts of private sector non -financial institutions

In April-September 2009 periods, the National Index in ISE entered into a recovery tendency

after the sharp decrease began in September 2008, thanks to the expectations. In Futures
Exchange, while TL -Dollar contracts fluctuated in transaction volume and de creased, the
settlement prices followed a horizontal process. Impacts of global crisis were being felt
negatively in market values of companies included in ISE in 2008. However, as a result of
expectations changed positively also in international markets, a recovery is observed since
the first quarter of 2009.

As of the third quarter of 2009, asset size of financial sector increased by 7.2% when compared

to the previous quarter and realized as TL 1.006,4 billion. Banking sector maintained its share by

abou t 80% within financial sector and grew by 9% when compared to end of previous year.

When compared to end of previous year, securities investment funds and pension insurance
companies experienced the fastest growths by 24.2% and 22.4%, respectively. Financi al
leasing sector reduced by 15.1% in the said period.

Investment portfolios of domestic residents amounted to TL 610.3 billion as of the third quarter

of the year. The increase tendency in stock investments of domestic residents observed
recently continue s and grew by 24.4% in the last three -month period. Investments of foreign
residents to Turkey increased by USD 15.5 billion when compared to June and realized as USD

77.4 billion. Increase tendency in the share of stocks within total portfolio of foreign residents
was maintained.

The deceleration in the number of branches and personnel in banking sector continues as of
September. Alternative distribution canals in the sector continue to grow in parallel with the

development in computer and internet Technol ogies. While number of customers having
deposit and participation account increased, while the number of credit and credit card
customers decreased. Number of customers with non -performing credit cards approached to 2.5
million

Banking sector maintains its  strong capital structure and the solvency capacity of the sector is

high. FX net general position/own -funds ratio indicates the exchange risk of the sector is low.
The increasing t end earediyriskodontinudseThesratic of BIPLS ® gross | oans
has increased to 5.3%. The positive conduct of

Total assets have grown by 17.4% during September comparing to the same period of
previous year. The contribution of the growth in the securities portf olio to this augmentation
was 9.1 points, while the contribution of the growth in loans was 2.1 points. The placements
made in securities portfolio within the sector have increased significantly within the last one
year.

The banking sector has made a prof it amounting TL 15.7 billion within September, the profit of
last year is exceeded as of the third quarter of this year. When evaluated by income
statement items, it is seen that net interest incomes have increased considerably, and that the

share of banki ng services incomes within non -interest incomes has reduced comparing to
previous years. Due to the banksd str at eg-nteresf
incomes present a more controlled structure.
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Non -balance sheet transactions have increase d by 21.5% as of September comparing with
previous quarter. The share of non -balance sheet transaction within the balance sheet has
increased nearly by 14 points within this period to 78.9%. The augmentation of commitments
was determinant in this increase.

Total asset size of non -banking financial sector is realized as TL 28.5 billion as of September . The

asset size of the sector has decreased by 3.6% comparing to same period of previous year.

The capital structure of the sector kept getting stronger and as of the third quarter of 2009

total own funds of the sector have reached to TL 6.1 billion. While total receivables of the

sector are decreased within this period, with the effec
the NPL ratio of receivables is in an increasing tendency. The profitability performance of non -

banking financial sector is reducing . As of September 2009, there are 139 companies

operating within the non  -banking financial sector; 75 of them are factoring companies, 48 of
them are financial leasing companies, 10 of them are financing companies and 6 of them are
asset management compani  es. The sector is diminishing organically; the numbers of branches,
personnel and customers have decreased.

The increase started in  credit risk to which the banking sector is exposed within the last quarter of
2008 is continuing as of the third quarter of ~ 2009. The increase in the amount of NPL concerning the
loans granted by banks is continuing. The non  -performing loans of the banking sector has
increased by 12.8% within the third quarter of 2009 comparing to second quarter to TL 21.2 billion.
Dependent o n the augmentation of the NPL, the amount of special reserves has increased too
within the third quarter of 2009. The ratio of the increase occurred in the amount of special reserves
comparing to previous quarter is 13.9%. In parallel with this development , the ratio of reserves
allocated to gross NPL has increased to 80.4% within this period. The NPL ratio of loans has
increased by 0.42 points to 4.28% within the third quarter of year.

The scenario analysis results of September 2009 show that the loss amo  unts to appear if 1% or 5% of
cash and non -cash loans turn into losses have decreased comparing to previous quarter.
Nevertheless, the increase occurred in own funds and the decrease occurred in losses that may
appear cause that the ratio of losses to appe ar to the own funds decrease in all scenarios. Within
this context, the Turkish banking sector having a strong capital structure keeps its resistant
appearance face to possible negative developments.

Commercial securities portfolio has increased by 17.9% t 0 TL 123.6 billion within the quarter of 2009
comparing to previous quarter. It is observed that, within the aim of protecting itself from the loans

risk increased after the crisis, the banking sector makes more placements to the securities. When

the scena rio analysis concerning market risk for the period of September 2009 are examined, it is
seen that the increase occurred in commercial portfolio is faster than the increase occurred in

own funds, which causes the augmentation of positions of sector open to market risk.

The banking sector on -balance sheet and off -balance sheet FX position amounts have increased

as absolute value within the third quarter of 2009. These values were respectively TL 7.5 and 7.8

billion as of June 2009, they have increased in Sep  tember 2009 and have realized respectively as

TL 11.1 and 11.6 billion. The OBSP has increased in absolute value faster than the own funds (USD)
throughout sector, which caused the augmentation of the effect of possible change s in
exchange rates on the  capital within the period of September 2009 comparing to previous quarter.

Throughout sector, the liquidity adequacy ratios concerning the second maturity trench have
decreased in FX within the period of September 2009, but there are no considerable change s
in total liquidity ratios. Derivative transactions made in FX were effective in this situation. The

stock value liquidity adequacy ratio which was 10.33% as of end -June 2009 has increased to
10.81% as of end -September 2009, because total cash and non -cas h assets and 25.95% of the
funds procured within the third quarter of year were placed in CBRT and monetary markets.
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The capital adequacy ratio of the banking sector which was 19.2% as of June 2009 is realized

as 20% as of September 2009. The fact that In  exchange for the increase by 6% occurred in

the own funds within the third quarter of year, the risk weighted assets of the sector have

increased by 1.7%, which was effective in the augment at
ratio. The prudent approach  of the sector preserving its strong capital structure is continuing.

Within the third quarter of 2009, the net period profit of the banking sector has increased by

41.1% to TL 15.7 billion comparing to same period of previous year. The increase occurred i n
net period profit within the third quarter comparing to previous one is 42.7%. The decrease of
policy interests was effective in the augmentation of t

interest incomes of the sector have increased by TL 8.2 billio n comparing to same period of
previous year and by TL 10.7 billion within the third quarter. This augmentation is realized as 36%
comparing to same period of previous year and as 52.4% comparing to previous quarter. The

net interest incomes increasing rati o which was 106% within the second quarter has
decreased considerably within the third one.

As of September 2009, the interests taken from loans have increased by TL 3.6 billion to TL 40.4
billion comparing to same period of previous year. Within this per iod, the interests taken from
securities have increased by TL 2 billion when compared to the same period of previous year.

The slight decreasing tendency seen in return on assets and return on equities of the banking

sector within has turned into an incre  asing tendency as of the first quarter of 2009 with the
augmentation of the sectords net period profit. These r
of September 2009.
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1 ECONOMIC FRAMEWORK and DEVELOPMENTS
11 Global Outlook
11.1 Mac roe conomic Developments

As of the third quarter of 2009, it is observed that global economic recession began largely.  Latest
revealed data of developed and emerging countries designates that recession has ended and growth
began slowly, although differs by countries and regions. However, IMF estimates that global recession
has ended with the assistance of finance policy practices , yet the recovery shall be relatively weak.
Hence, IMF improved 2009 and 2010 estimates for economic activity when compared to July 2009
Accordingly, itis foreseen that world product ~ which recessed by 1.1% in 2009 to grow by 3.1% in 2010 . The
fact that global economic activity to recover faster and stronger than expected is attributed to the high

performance of emerging economies particularly Asian economies . Furthermore, positive influences of
ongoing strong and expansionary finance policy practices in developed countries on economic activity

are observed.

Chart 1.1-1: Global Growth Trends
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Relative recovery tendency of production in global economy may be observed also by JPMI global

index, which is used in monitoring monthly industry production in global scale. JPIM global index,
which has been below the threshold value since May 2008, reached botto m point in December
2008 and entered into an increasing tendency since then. Furthermore, it increase above the
threshold value as of July 2009 and realized as 54.4% in October. This development can be
monitored also from the progress of OECD region compos ite critical indicators . According to critical
indicators , economic activity shall recover until after a period from 6 to 9 months since the
beginning of 2009 and maintain this tendency

Chart 1.1-2: Global Growth Rates Volatility and  JPMI Production Indexes
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Table 1.1-1: G-20 Countries Growth Heat Map

2008 2009
Sep Oct. Nov. Dec Jan. Febh Mar. Apr. May. Jun. Jul Aug. Sep

West
Hemisphere
USA
Canada
Mexico
Brazil
Argentina
Asia Pacific
Japan
Australia
Korea
China
Indonesia
India
Europe
Germany
France
Italy
England
Turkey
Russia
Africa

S. Africa

Source: IMF,G-20 0G|l obal Economic Prospects and Principles for
Explanation : Dark orange cell =accelerating recession, Yellow= moderate recession , Light green

=horizontal progress , Light blue =expansion below trend ratio, Blue=expansion at or above trend

level , White =no data .

According to growth 0heat20 coanpi€s by thea | INMFz &ldecorformies have
overcame the periods which worst effects of global crisis were felt and some entered into a growth
policy over again . Factors initiating the r ecovery phase which processed slowly are strong finance
policy practices and  central banks taking measures to dispel liquidity congestion in a rapid and
strict manner .

When analyzed the follo wing period ; it is observed that real sector and finance sector still have
some specific weakness despite the positive developments . Thus, it is estimated that effects of
money and finance policies being implemented shall diminish. It is observed that reco very in
consumption and investment is slow, although the latest growth figures announced especially in

USA and Euro zone are above expected . Accordingly , it is estimated that developed economies
shall grow slowly in most of 2010 and unemployment shall cont  inue to increase until the end of ~ 2010.
In emerging economies ; it is foreseen that there will be a growth in 2009 by 1.75% especially by the
leadership of Asia economies , while there will be growth by about 5% in 2010.

The major risk for global economy in  the short run is the deduction of recovery process . Also as
stated above, without explicit realizations  revealing that conjuncture reversed in  consumption and
investment demand , alienation from economy policies being implemented is considered as a
significant risk .

World economy, which entered into a relative recovery tendency, is exposed to a series of shocks
such as; oil prices having increased , HIN1 virus becoming widespread , geopolitical developments
or protectionist tendencies becoming stronge r; and it also bears a risk of failure to maintain

profitability in economy policy practices in the short run

Expectations that current liquidity and economic activity shall recover as of 2010 increase the
pressure possibility on prices gene ral level in g lobal scale. IMF predicted CPI inflation in 2009 as 0.1%
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in developed countries and 5.5% in emerging countries; and announced the latest 2010 estimations
above July 2009 estimations and as 1.1% and 4.9% for developed and emerging countries,
respectively.

Chart 1.1-3: Global CPI Changes and Tendencies
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According to the World Trade Organization data
trade negatively

, recession trade volume converted into increase as of the second quarter of
While this situation is considered as the most important indicator that the crisis

; although global crisis continues to effect world

2009.
converted into a slow

recovery process , trade volume is stillin 2005-2006 levels. As soon a s the recession in trade volume
decreases which is expected to assist global imbalances to decrease, it is stated that the said
imbalances shall retreat to pre

-crisis levels once again.

Chart 1.1-4: World Trade Volume and Current Transactions Balance
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Thus, it is expected that
deficit of as 2007 to decrease by USD 0.7 trillion

predicted for the same countries is foreseen to increase by USD 1.5 trillion in end

Global economic crisis which deepened as of end
institutions significantly . The fact that the crisis stemmed from financial system brought up
of reviewing international surveillance and supervision framework in this field

institutions such as G -20, IMF, BIS, FSB and World Bank. Furthermore , not only the

economic growth

from possible crisis to overcome the said phase with minimum loss
have been discussed in this platform.

BRSA
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Firstof all, a summit final declaration was presented consequent to the G -20 summit which was held
in Pittsburg USA in September 24 -25, 2009. According to the final declaration, it is stated that urgent

measures against the crisis have been worked out and main agenda components are more
environmentalist, explicit, fair and stable growth in 21 st century; in line with this target, financial
system to be audited more effectively and closely. Hence, G -20 declared that in addition to the

constitution of FSB, constit utions of other international institutions particularly IMF shall be changed.
Furthermore, Core Values for Sustainable Economic Activity which was presented as an additional
text has been adopted at the end of declaration.

Subsequent to the IMF -World Bank Annual Meetings which took place in Istanbul in November 2009,
a series of decisions were adopted that would guide IMF in the process of countries reshaping the
world after the crisis . These principles known also as dlstanb ul Decisions 6 are considered as the most
important decision -set adopted in economic cooperation field in global scale for the coming
period . Istanbul Decisions , which are considered to constitute a basis for G -20 and IMF -World Bank
Spring meetings to take place in the following period, are as follows ;

A Job definition of IMF to be revised in a way to comprise the entire of macroeconomic
and finance sector policies which are significant in respect of global stability,

A Success of flexible credit line to be improved and conducting studies to offer
insurance to more country as the ultimate final credit authority ,

A In the new early warning system, excessive fluctuation risks and fragilites to be
comprehended better because of involving transnational dimensio n

A Until January 2011, portion of a quota at five per cent at the least  to be transferred
from the over -represented countries to the under -represented countries, in favor of
dynamic emerging markets as well as emerging countries .

In 2008, it is observed that finance policy began to be applied effectively in addition to monetary

policy as part of struggling with global crisis . Within the scope of preventing a systematic crisis in this
field, firstly, there were frequent capital supports fo r financial institutions in developed countries. In
the second stage, measures particularly to support total demand were accomplished, besides
performing these measures was not limited with developed countries and similar finance policy
measures were adopt ed in emerging countries. This situation pushed public balances of all
countries particularly developed economies and caused abrupt increases in debt stocks. The main
problem as of the current situation ishow to abandon the policies being applied  in a period which
economic conditions  relatively recovered and how the possibility that public sector imbalances
may create a bigger problem in the medium and long run. Another risk factor emphasized by
policy setters is the possibility to be encountered with p  ublic sector imbalances in certain level
before any benefit was acquired by suspending the said expansionary finance policies before time
economic recovery before truly achieved

Chart 1.1-5: Public Balance and Ratio of Public Debt Stock to GDP
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One of the fields that global crisis  effected more evidently other than the recession in foreign trade
is global capital movements. As a result of the decrease in growth performance of
economies which increased especially in 2009 due to global crisis , there was a sharp deceleration
in international private capital movements. According to the latest estimations of IIF, private capital

inflows to emerging market economies which amou nted a record levely by USD 1.3 trillion in 2007

decreased by USD 649 billion in 2008 and USD 349 billion in 2009. However,

said capital inflows to increased by USD 672 billion .

Table 1.1-2: Capital Movements in Emerging Economies

market

in parallel with the
recovery expectations in global economic and finance environment in 2010, it is estimated that the

USD Billion 2007 2008 2009T 2010T
Private Capital Inflows 1.252,2 649,1 348,6 671,8
Asset Investment 601,9 430,8 4251 533,5
Direct Investment 499,8 512,5 343,0 459,4
Portfolio Investment 102,1 81,7 82,2 74,1
Private Credit 650,2 218,3 -76,5 138,2
CommercialBank 431,4 102,7 82,7 48,5
Other 218,8 115,6 6,2 89,7
Official 429 55,5 63,6 43,4
International Fin.Ins. 4,1 26,6 43,7 26,2
Other MOU 38,8 28,9 19,9 17,2
Asset Investment in Abroad by Residents -285,1 -221,9 -139,3 -226,0
ResidentsNet Debt -482,6 -555,0 -118,1 -271,2
Reserves(-increasg -1.056,7 -468,5 526,3 552,3
Source : IIF
When analzyed the components of private capital inflows to emerging economies, a development
consistent with the global economic conjuncture is observed . While there a decrease is observe in

asset investments during depression period , official capital inflows increased . Within asset investments,

especially portfol io investments reversed in 2008 and recessed in 2009 and 2010.

Chart 1.1-6: Net Private Inflows in Emerging Economies and Private Sector FX Debt Service
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When analyzed private  (net) capital inflows by regions, it is observed that the sharpest recession in

2008
2009 Tah.

2010 Tah.

2008-2009 periods was observed in emerging Europe region . As of 2010, itis predicted by the IFF that
Latin Ameri ca shall be the region that would apprach to the pre -crisis levels the fastest . In all other

regions, on the other hand, it seems that the recovery in respect of private capital inflows shall be

longer .
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Table 1.1-3: Net Capital Flows by Regions

USD Billion 2007 2008 2009T 2010T
Private Capital Flows 1.252,2 649,1 348,6 671,8
Latin Amerca 228,9 132,4 99,8 150,9
Emerging Europe 4457 270,1 20,4 179,3
Africaand Middle East 155,4 75,3 37,4 68,7
EmergingAsia 422,2 171,2 191,1 272,9
Formal Capital Flows 42,9 55,5 63,6 43,4
Latin America 6,3 14,5 22,2 14,7
Emerging Europe 4,2 20,9 39,4 16,8
Africa and Middle East 3,7 15 1,9 5,6
Emerging Asia 28,6 18,5 0,0 6,3

Source : IIF

Box 1: Possible Economic Effects of HI1IN1 Virus

World Bank stated that the current situation which is based on the determinations that the HIN1
virus epidemic continues as of June 2009 and the said virus is not terminal as foreseen

beforehand and that the contamination rate is relatively low are

and social developments. Thus, the World Bank

of the said virus constitute more pessimistic outcomings
virus epidemic in 1968 -69).

shall imitate the Hong Kong

In line with the current experience, i
young population
than old population.

As of June 2009, the epidemic was limited by North
epidemic was observed clearly in Mexico

transportation sector

tis confirmed demographically
(due to the fact that about 33% above 60 is already immune) bears more risk

. There was a negative impact effecting

promising for global economic
stated that the estimations relating to the results
(threre are predictions that the results

by the World Bank that the

America. Thus, economic costs of the

particularly

and afterwards tourism. While airway transportation to Mexico decreas

ed

by 80%, occupancy rate in hotels decreased by 20%s. As a matter of fact, it is expected that
tourism incomes in total to decrease by 43% and foreign finance requirement of Mexico to

increase sharply. According to
13.3 billion. However,

the Bank of Mexico data, 2008 tourism in
the decrease in total tourism incomes remained in 17.6% level as of

comes is around USD

September 2009, thanks to the pessimistic predictions relating to the epidemic decreased.
Furthermore, suspension of activities such as restauran t, cinema, theatre and sport events for a

certain period of time

effected services sector negatively.

n |

services sector in the second half of the year could be 2.2% of the national income.

The epidemic spreading from North America to Europe and the possibility that it combines with

the seasonal flu

population

days together with the re
Wh e n mat i

esti ons

the worst scenarios which total 180

on

imply that the destructive effect of the virus which has not mutated yet to
basically limited with poor countries. According to the World Hea
world population is immune. As a matter of fact,
to be effected from the virus. It is predicted that this epidemic
gular seasonal flu.

t he

tot al
to the possibility that 1.4 million people to die in addition to the period which 0.2
people died due to regular flu, two scenarios were stated by the World Bank
worldwide to catch epidemic and total loss to amount to 71 million people.

-260 people die.

et is estimated
be
Ith Organization, most of the
there is a possiblity that about 35% of the  global

shall prevail for 1.820

|l osses ar e ,aaordng d
-1.5 million
that 1 in 40 people

Besides, there are

According to a similar prediction the World Bank made for this new epidemic over the studies it

conducted for the Bird Flu in 2006, there could be a negative impa
(In view of some other predictions

of global product
In a serious epidemic condition
efforts to prevent the epidemic.
economic costs at the highest level

Source : Global Development Finance 2009 (

BRSA

World Bank )

ct between 0.7% and to 4.8%

, there shall be a loss of about USD 4 trillion).
, about 70% of economic cost

derives from work labor losses and

Gene rally, it is expected that emerging economies to suffer
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When analzyed interest rates in developed economies in the third quarter of 20009, it is observed
that the loose monetary policy put into force as a first reaction to global crisis has been maintained

and hence, currently low levels are preserved, even though there were no additional interest
decreases . The said horizontal process in interest rates i s also applicable for long -term rates , it is
expected that low rates in developed economies to accelerate global capital movements as the

risks againist emerging markets decreased.

Chart 1.1-7: Interest Rates by Selected Countries
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112 Developments in Financial Markets
With the effect of monetary and finance policies under practice, in the first place systematic risk in

international level decreaed , afterwards the pressure on financial markets eased off , owing to the
fact that economic recession slowly transformed int o recovery . As astated in the IMF Global
Financial Stability Report, financial markets survived a bottom point, risks againist emerging markets
decreased, capital s of banks strengthened and fund markets became operative one again. As a

matter of fact, in the third quarter of 2009, the Bloomberg US Financial Condition Index (BFCIUS)
concerning the financial condition of USA which is in the centre of global crisis ex ceeded its levels in
the beginning of 2008. Furthermore, while low interest policiy being applied particularly in
developed countries  contibuted to the acceleration of capital movements in global scale , this
situation caused stock markets to increase in emerging countries at the same time. In this period, it
is observed that LIBOROIS spread s continued to recess . While especially short -term spreads display
a relatively horizontal process ; the decrease i n interest spreads with maturities up to 9, 6 and 12
months is noteworthy. This situation is considered as an increase in risk appetite.

Chart 1.1-8: Bloomberg Finan cial Condition Index and LIBOROIS Spreads
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Source : Bloomberg
A similar detection is observed in global risk radar prepared by the IMF . When analzyed the April

2009 calcualtion of the said radar , representing different risk fields in a linear chart with September
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2009 calculation, it is observed that the field narrows depending on the decrease in risks, while it
expands according to economic and financial recovery and increase in risk appetite axis.

Chart 1.1-9: Global Risk Radar and Contributions to Country Risk in Emerging Markets
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As of the third quarter of 2009, stock markets of emerging market economies increased rapidly . Thus,

when analzyed MSCI regional indexes, it is observed that MSCI -Emering Market economies which
lost value by 37.9% in 2008 gained value by 61.2% in January -September 2009. In this period, MSCI-
World and Europe indexes increased by around 25-30%. However, the increase in sotck  markets as
of October 2009 is cut due to the discussions of the possibility that the low level in interest rates to
create a new price  balloon againist particularly emerging economies . Furthermore, differences
between political and economic ambiguities co ncerning countries  effect stock market
performances also in emerging economies group in the recent period

Table 1.1-4: Changes in Some Stock Markets by August 2009

(%) In National Currency Terms In USD Terms

2008/2007 09.2009/12.200¢ 10.2009/09.2008 2008/2007 09.2009/12.200¢ 10.2009/09.2008
MSCiworld -38,8 26,2 -1,6 -38,8 26,2 -1,6
MSCiEurope 45,4 29,0 -1,0 47,1 29,0 -1,0
MSCIEmerging
Market -37,9 61,2 0,0 -37,9 61,2 0,0
DJI -35,9 15,4 0,0 -35,9 15,4 0,0
Nikkei -37,8 18,3 -1,0 26,6 17,2 1,3
DAX -38,8 22,3 4,6 41,2 28,5 4,0
Bolsa (M&.) 60,7 31,8 2,0 62,0 29,8 0,0
Bovespa (Bazil) -17,6 54,0 0,0 -31,7 104,4 0,6
Ireland -16,7 41,0 -14,4 24,9 48,1 -13,8
RTS (Rusia) 52,5 79,3 7,5 52,5 79,3 7,5
ISELOO -37,0 80,8 -1,5 51,9 84,1 -3,0
ChinaShenzen -50,0 71,6 11,0 46,5 83,7 11,0

Source : Bloomberg ( each column has been lined in a decreasing order from yellow to green J)

Due to normalization in global financial markets and decrease in investor risk perception, decrease

in iTraxx indexes continued. Furthermore, CDS spreads by countries continued to decrease in the
third quarter of the year. However, this situation did not i nvolve all countries as in the second quarter
of the year. CDS spreads of some countries increased limitedly (such as Bulgaria, Indonesia).
Possibility of the said decrease in spreads and recovery in risk perception to cause a slackness to
struggle with th e crisis in the following periods is considered as a threat by international authorities.
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Chart 1.1-10: iTraxx Indexes and CDSs
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When analzyed 5 -year CDS spreads in emerging market economies,
2008. Besides, point difference between
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observed when compared to December

spreads excluding Argentina and Iceland
September -November 2009 data, it is observed that CDS spreads increased slightly in countries such
as Indonesia , Bulgaria, Thailand, Mal aysia and Slovakia.

Table 1.1-5: 5-Year CDS Spreads by Selected Emerging Countries
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Country bps November 12, 2009Country bps September 30, 200¢ Country bps December 31, 200:
highest Spreads

Slovakia 65.9" Slovakia 57.3a Slovakia 155.0.
China 81.17 China 69.2°C China 188.4,
Chile 76.4° Chile 76.0d Chile 203.0:
Czech Rep. 75.6° Czech Rep. 72.6¢ Czech Rep. 174.3,
Malaysia 99.27 Malaysia 83.1e Malaysia 225.1
Thailand 107.5, Thailand 86.8 T Thailand 255.8"
Brazil 123.3) Brazil 126.41 Brazil 298.5
Poland 114.L Poland 121.8k Poland 244.7"
Peru 126.8; Peru 134.7m Peru 302.5°
Lowest Spreads

Z. Africa 141.5 Z. Africa 141.€n Z. Africa 395.7|
Philippines 176.5° Philippines 175.5% Philippines 383.6"
Turkey 180.9" Turkey 194.0W Turkey 411.1
Indonesia 196.8, Indonesia 186.5u Indonesia 638.3%
Hungary 200.0, Hungary 214 .tz Hungary 419.17
Bulgaria 202.8.. Bulgaria 180.0% Bulgaria 499.4 |
Russia 180.0" Russia 208.8y Russia 743.5.
Iceland 357.7° Iceland 357.1% Iceland 976.87
Argentina 1,007.80 Argentina 1,098.28 Argentina 3,905.0 0

Source : Bloomberg

Increase observed stably in EMBI+ General index since the end

low level of interests, the outlook becoming positive
scope of emerging countries
developed countries are in a better condition

finance than the developed economies is effective

BRSA

played a part in

-2008 continued

. In addition to the

not only in global scale but also within the

the recovery in bond yields
under current conjuncture
in this development

. The fact that especially
in application of public
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Chart 1.1-11: EMBI General and Selected Countries
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When analzyed nominal foreign exchange developments within the scope of selected countries, it
is observed that volatility in markets continues
in new -year, afterwards lost value over again
in selected emerging economies excluding

units gained value
level of interest rates in developed economies
increased although the volatility in foreign exchange markets continued

. US dollar gained value againist
. In the second quarter of the year

Table 1.1-6: Selected Developed and Emerging Country Rates

, it is observed that carry

|

05.2009
09.2009

euro and British sterlin
, national currency

Brazil. Having considered the current

-trade opportunities

Advanced Economies

12.2007 12.2008 09.2009 Lowest Highest
Euro 1.47 1.41 1.47 1.59
Yen 0.01 0.01 0.01 0.01
GBP 1.99 1.47 1.60 2.03

Developing Economies

Ara.07 Ara.o8 Eyl.09 Lowest Highest
TRL 1.17 1.51 1.49 1.79
BRL 1.78 2.37 1.81 2.47
Ruble 24 .45 29.01 30.14 36.20
HUF 172.66 189.01 183.34 247.69
ZAR 6.83 9.72 7.42 11.10
Yuan 7.30 6.84 6.83 7.30
Rupi 39.44 48.44 48.06 51.69

Source : Bloomberg

Chart 1.1-12: Japan Yen to USDollarr, TLto US$ and A ustralian Dollar to USDollar Exchange Rates
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Product and energy prices displays sharp movements depending on the process of global
depression. In 2008, which the global crisis accordingly demand conditions displayed the worst

outlook, the said prices experienced sharp decreases. However, an increase

again, as it is ascertained following this period that the decrease in demand in global scale to be

more moderate then predicted initially. When analzyed product and energy prices by sub

differences are determined yetr there ar

Chart 1.1-13: Product Prices and Indexes
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Source : Bloomberg

When analzyed energy prices,
its levels in the beginning of 2009

current condition still falls behind the high levels reached in 2007
according to the World Bank price estimations, prices shall be

it is observed that

medium -scale, yet above the current levels.

The increase observed in agriculture and
a | t h éaurgldtively horizontal process can be observed in

product base,

product

increase especially in sugar prices is noteworthy
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oil and natural gas prices began to increase from

, especially in parallel with the increasing demand. However,
-2008 periods. Furthermore,

below the former high levels in

the

prices in 2009 is sharper. When analyzed by

wheat prices,

the
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Box 2: Significance of Asset Prices in Respect ot Financial Stability

Basel Accord , which was developed subsequent to the adaptation of propositions of the New Classical
School on long -term neutrality and sensitivity of expectations to policy regime combined with the
propositions of Keynes on nominal contributions of the school in markets , offers a new understanding in
repsect of monetary policy.  Three main points that t his new understanding brought to agenda in respect

of monetary policy are  the priority of monetary policy in management of demand, necessity of central

bank independence and the importance of expectation management.

However , in addition to the  consensus subject matters above, two different opinions stand out within Basel
Accord; connection between price level stabilization and financial stabilization. The first of these opinions
argues that price level stability guarantees financial stabili ty, thus daily monetary policy need not deal
with  financial stability and accordingly asset prices. The latter argues that price level stabilization could
trigger financial instability and henceforth central banks should be kept informed about financial

con ditions of the economy, consequently about asset prices.

According to the firs t view known also as Schwarz Hypothesis, tha basic structure determining the
connection between price level stability and financial stability lies in the credit anaylsis metho ds of
financial institutions. Predictions of credit institution on financial ratios of the debtor and valuableness of

the guarantee require a specific inflation prediction (expectation) for the period which the credit is
performing . In this situation, unexpected inflation changes may revoke all these hypothesis (predictions).

While optimisticincome expectations of the debtor and credit institution in high inflation periods increase

risk appetites, d isinflation periods may ruin both expectations and increase the real burden of the debt
by decreasing nominal incomes . In the light of all these interactions , within the scope of this view , thesis
that price level stability is vital for financial stability and central banks may provide better than they coul d

by re -regulation and deposit insurance through strengthening price level stability  are presented

The view that price level stability = may trigger financial instability argues that stable growth conditions that

arise after price level stability has been s ecured may create a credit boom and asset prices balloon
through optimistic future expectations and increasing guaratee values by creating bull market
expectations in financial markets.

Accordingly , itis argued that a successful monetary policy in respect of procuring price level stability may
not guarantee financial stability , on the contrary may lead up to financial instability . Hereunder , while no
inflation pressure is observed in product markets in the current period , stronger signals are observed in
asset prices.

Two different view s summarized above give weight to the opinions that asset prices shall be monitored
closely in respect of financial stability,  in the light of credit crisis which became global in 2008, despite;

o Difficulties in measurement of  asset prices ,

e Relation between product prices and asset prices is notin a linear structure ,

. It cannot be determined fully whether or not rapid developments in asset prices are due to
economic principles or  balloon ,

e Andif ballon , it cannot be determin ed when the balloon shall be interfered.

However , another basic view different from this understanding is a more realistic point of view to the crisis

being experienced |, due to the fact that it states that asset prices level includes unimportant information

and financial imbalances (  within the scope of credit growth, investment growth and rapid asset price
inflation triangle) should be monitored instead of price level (Borio and Lowe 2003).

While central banks stand out in the practice of this view , some propositions againist the said approach
state that;

. Financial markets are effective and central banks cannot know if there is asst price  balloon
better than the market,

e  For interference, b ig fluctuations may be required in interests that could harm economy
differently, in case the balloon is very big.

. Interference to price balloons may create political pressure on central banks , due to the fact
that asset prices bear imp  ortant prosperity impacts for economic units.

. Hence , policies should be adopted on protection of private sector particularly finance system
while permitting them to grow with their own dynamics and boom, instead of trying to dispel
financial imbalances

The said point of view attaches great importance to the responsibilities of other authorities excluding
central banks as well as effective cooperation at the right time between all authorities in monitoring
imbalances in respect of financial stability and taking protective measures against these.

Source : Tymoi gne, E. 20009. 0Central Banking, Asset Pric
Studies in Money and Banking, No 51

Bori o, C. E. V. Ve P. Lowe. 2Aropbcations @rl nmobetaty amd cfieancial r (
stability.é Hunter, W c., G. G. Kauf man v e-270..Cantbadgee r
MIT Press..
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Table 1.1-7: Selected Product Prices

2008 2009 2010 2011 2015 2020

A. Enegy

Coal Australa, $/mt 127,] 70,0 65,0 70,0 70,0 75,0

Crude Oilaverage$/bbl 97,0 55,5 63,0 65,8 78,6 80,6

Natural gas Europe, $/mmbtu 13,4 9,0 8,0 7,5 9,5 10,0
B.Beverage

Cacahh FTEC 257,7 260,0 240,0 200,0 175,0 170,0

CoffeeArabicAh T ¥ EC 308,2 290,0 270,0 255,0 255,0 230,0

Teeh FTEC 242,0 235,0 220,0 220,0 220,0 225,0
C.Oils

Coconut Oi] $/mt 1.224,0 700,0 750,0 750,0 850,0 715,0

Soybean, $/mt 522,8 390,0 385,0 383,0 375,0 375,0
D.Nuclei

Brass Thailand, 5%, $/mt 650,2 500,0 470,0 462,0 470,0 483,0

Wheat, USA $/mt 326,0 230,0 250,0 265,0 269,0 276,0
E.other Food

Banang USA $/mt 844,2 890,0 868,3 847,0 710,0 605,0

Meat, Cattle, USAT T E C 313,8 250,0 265,0 269,8 290,0 325,0

Orange $/mt 1.107,: 835,0 900,0 941,0 950,0 900,0

SugarWorldh T ¥ EC 28,2 28,0 29,0 31,0 34,0 38,0
F.Timber

Timber, Malaysia $/cum 292,3 280,0 260,0 262,0 270,0 320,0

Shavings Malaysia $/cum 889,1 795,0 760,0 772,6 825,0 970,0
G.Other Raw Materials

Cottonh T TEC 157,4 125,0 128,1 135,0 145,0 140,0

Rubber, Singampureh T ¥ E C 258,6 150,0 160,0 170,0 190,0 185,0

Tobacco 3.588,7 3.800,0 3.400,0 3.400,0 3.400,0 3.500,0
H.Manure

DAP, $/mt 967,2 350,0 300,0 310,0 360,0 400,0

Phosphate(rock), $/mt 345,6 130,0 100,0 90,0 80,0 95,0

Potassium Chloride $/mt 570,1 750,0 400,0 300,0 255,0 220,0
|. Metal and Minerals

Aluminum, $/mt 2.572,8 1.450,0 1.800,0 2.200,0 2.650,0 2.800,0

Copper$/mt 6.955,9 3.700,0 4.000,0 4.200,0 4.525,0 4.650,0

Gold, $/toz 871,7 900,0 850,0 800,0 700,0 750,0

Iron Ore, c/dmtu 140,6 100,0 80,0 77,5 71,0 76,0

Silver, cdust 1.499,9 1.300,0 1.200,0 1.100,0 1.000,0 1.050,0

ZincT TEC 187,5 125,0 140,0 143,0 152,0 164,0
Source : World Bank
When analzyed precious metal prices, a stable increase is observed despite the fluctuations . While
especially gold price displayed a stable increase , silver price has not reached to end  -2008 levels
yet. World Bank predicts that increase tendency in gold prices shall end and gold prices shall
display a horizontal process in the medium term . Prices of indsutrial metal prices and other minerals
also display a development in parallel with economic recovery tendency
Medium -term estimations of product prices are formed gene rally in direct proportion to global
growth tendencies and demand expansion . However , it is rather difficult to make medium and
long -term predictions on nergy and basic product p rices which are effected from developments
particularly in financial markets . Thus, historical developments of product prices consist sharp
fluctuations . Hence, price predictions the World Bank presented should be comprehended

prudently and it should be no ted that these predictions basically have a tendency in parallel with
global economic conjuncture.
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1.2 National Economic Outlook

Growth tendency of Turkish economy decreased by 0.9% in 2008 from average 7% in 2003 -2007
consequent to the fact that global crisis began to influence Turkey too. This low growth effected
construcution, trade and m  anufacture industries the most; construction sector decreased by 8.2%

im 2008. In the third quarter of 2009, while the decrease in construction sector continued
increasingly, manufacture industry and the decrease in wholesale and retail sectors decelerated in

the second and third quarter of 2009, consequent to the measures announced in the first quarter.

The srong growth in the activities of financial intermediary institutions has been maintained since
2004; and it made a positive contribution to the growth together with agriculture sector in the third
quarter of 2009 .
Chart 1.2-1: Real Growth Rates of GDP and Main Components

2003 2004 2005 2006 2007 2008 2009 20091 2009411
GDP 753 9,4 84 169 "c47 .09 "k 147  d79 . 733
Agriculture S22 221 6,6 11,3- k70 %39, 04, V64, /27
Manufacture Industry 84 . 119% 8.2 84 "~ 156 _-08 s 218 112° _39
Construction 78 T 141w 93 T _185 57 n 82 p 189 z 214x 4181
Wholesale and Retail Trac’ ¢« 41,47 -13,8x 9,5 6.3 Th57 "f11- y 263D 1547 e72
Financial Int. Inst. Activiief 52 = -14,0% -13,6/ 140" 98, O 91, 108 775, 178

Note: Data in red are negative quantities.
Source: TSI

When analyzed data of the third quarter of 2009, it is observed that agriculture and tourism sectors

are likely to make positive contributions in the last quarter of 2009. Furthermore, it is foreseen to be
proceeded to positive growth in the last three -mon th period of 2009, having regard to export
performance and developments in industry production index and manufacture industry capacity

usage ratio values . As a matter of fact, it is seen that the decrease by 6%, which is 2009 realization
estimation includ ed in 2010 Program, shall be attained through a growth by 1.5% in the last quarter.,

In many national and international studies, it is understood that a decrease possibility in the third

and fourth quarter of 2009 as well is taken into consideration, in li ne with 2009 estimations of the said
studies. According to the said studies, decrease estimations at the range of 5.3% and 6.5%. are
presented for 2009. Growth estimations for 2010 is positive in all studies.

Table 1.2-1: 2009-2010 Growth Estimations for Turkey

Establishment Publication Date of 2009 2010
2010 Program Genegal Economic Targets and Sep.l7 6,0 35
-1 1T AUB0O Sep.11 5,5 25
IMF World Economic Outlook Oct. 1 6,5 3,7
European Union Eurostat Nov, 1 58 28
J.P.Morgan Global Economic Outlook Summar  Nov. 6 53 50
The Economist Economic and Financial Indicators  Nov, 12 5,7 3,0
OECD OECD Economic Outlook Nov, 20 6,5 3,7
CentralBank 2nd Survey ofExpectations Nov, 20 5.6 3,2
4- 3dGI4s0O0OEEOCE )1 AOOOOEA

"OO0ET AOOI AT60O 1| OO AEA Conjuncture EvaluatiorReport Nov, 20 5,9 2,7
In the third quarter of 2008,i ndustry préduction index and manufacture

data did not

remained in 2005 levels, manufacture industry capacity usage ratio could not exceed 75%.

BRSA
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Chart

1.2-2: Industry Production and Monthly Industry

Order and Endorsement Indexes
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Similar to production index and capacity usage ratio data

index data also designates that
maintained until June 2009 and
packets turned in to fluctuation

buoyancy tendency
economic
as of July 2 009.

, total industry order and endorsement

began since February 2009 could only be
buoyancy ensured thanks

to economic meausure

It is possible that reflections of developments in this basic data relating to real economy are

monitored through consumer and real sector confidence indexes.

points, it can be interpreted that

As both indexes are below 100

pessimism is dominant in both sectors (excluding July 2009 for real

sector). Recoveries observed in both indexes following January 2009 were not permanent and the
tendency which strengthens toward optimism until June 2009 due to economic measure packages

began to weaken as oj July  2009.

Chart 1.2-3: Consumer and Real Sector Confidence Indexes
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Developments

with these fields in work labor market as well

May 2008 reached peak point in February 2009 by

result of a regular decrease tendency

preserving close relations with each other in 2009 i
expectations point of view display reflections indicating to a strong interaction

n product market and
almost simultaneous

Unemployment ratio which have been inceasing since

16.1% and decreased by 12.8% in Ju
. However , it is observed that the ratio which was 13.4% in

August 2009, similar to production and expectations
fluctuation which does not display a positive ten

unemployment ratio is a negative signal in respect of household incomes

risk factor for banking sector

ly 2009 as a

, seem to be an initial value of a horizontal
dency after July 2009. Negative developments in

and an important credit

in respect of consumer loans

When analzyed the number of opening and closing companies among the indicators of economic
activity , it is observed that net number of opening companies, which is gained by decreasing the
number of closing companies from the number of opening companies , reached peak point in July
within the first 10 mon ths of 2009 and experienced a horizontal fluctuation process afterwards

BRSA 15 Financial Markets Report -September 2009



Chart 1.2-4: Labor Indicators and Number of Opening

/ Closing Companies
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The increase tendency in consumer prices inflation observed since August 2008 when compared to
the same months of previous year , transformed into a horizontal band movement by 5% beginning

from May, due to the impact of economic caution packages in the fir st half of 2009. While
economic buoyancy  decelerates the decrease in consumer prices inflation , special consumption
tax (SCT) and value added tax (VAT) decreases which are the main reasons of the buoyancy
generated negative inflation ratios during April -August 2009 by strengthen ing the decrease
tendency started after July 2008 when compared to the same months of previous year . This rapid
decrease in producer prices inflation decelerated after August 2009 and producer prices index
increased by 0.47% and 0.19 %, respectively in September and October, when compared to the

same month of previous year.

When analzyed p rice increases together with the movements of exchange basket comprised of
one dollar and one euro  when compared to the same period of previous year , it is observed that
the interaction observed, in regular periods, between exchange basket , which serves a transitivity
impact between import good prices and producer prices , and producer prices could not be
observed after April 2008 period.

Althou gh exchange basket gained value against Turkish Lira in October
when compared to the same period of previous year , decrease observed in inflation rates in the
said period implies the possibility of exchange rate effect on inflati on having subsided due to
economic recession in these periods and tax decreases afterwards.

2008-October 2009 periods ,

Chart 1.2-5: Inflation and Interest Rates

Julo8

Juk09

40
% ——— CPI (2003=100)
30 PPI (2003=100)
20 Currency Basket
I N A i
0
-10
-20
WWLW O © ©O© © MMM~ oo o
2222 EES
S 55055388838 %s8
ST O0OS <P O0OPRICP?PO0On <L

Source: TS| CBRT

Oct08
Jan09
Apr-09

Deceleration and even decreases in domestic

policy interest rate which was increased by 16.75%
back by 6.75% as of November 20, 2009.

prices experienced, continuation of

band in the short run.
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with the increases made in 2008
The fact that
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demand and inflation enabled the Central Bank

to be drawn
horizontal process economic activity and

problems and ambiguities in global finance markets despite
the relative recovery designate a probablity that policy interest rate also enters into a horizontal

Current economic conditions enable rapid decreases to be
internal borrowing bidding interest rates as well together with policy interest rates
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observed in
. However, the
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decrease observed in consumer interest rates is limited, due to risk anorexia and weaknesses in
consumer credibility which are the main factors of the said conditions in and of itself . Similarly, the
fact that Turkish banking system has a deposit based fund resource creates a particular downwards
stiffness in deposit interests.

Table 1.2-2: Central Administration Budget Realizations

JanSep. JanSep JanSep.09 JanSep
2008 2009 i OP Target/Rea  09/08
TLMillion 2008 Rea) (Rea) (Targef) Rea) (%) %Change
Budget Expenses 227.031 165.478 259.156 197.169 76,1 19,2
Non-Interest Expenses 176.369 124.140 201.656 151.657 75,2 22,2
Persomel Expenses 48.856 37.147 57.211 42.597 74,5 14,7
Productand Service Purchase 24.412 15.068 25.454 17.325 68,1 15,0
Current Transfers 70.360 52.507 87.956 70.205 79,8 33,7
Other Items 32.741 19.418 31.035 21.529 69,4 10,9
Interest Expenses 50.661 41.338 57.500 45.512 79,2 10,1
Budget Incomes 209.598 160.662 248.758 156.358 62,9 2,7
Geneal Budget Incomes 203.027 156.361 242.957 151.880 62,5 -2,9
TaxIncomes 168.109 127.277 202.090 125.332 62,0 -1,5
Incomet Institutions 54,933 40.374 65.401 40.550 62,0 0,4
VAT (Taken in Exports) 16.805 12.723 19.974 15.202 76,1 19,5
VAT (Taken in Imports) 29.972 23.317 38.500 18.595 48,3 -20,3
SCT 41.832 31.746 49.376 31.664 64,1 0,3
BITT 3.695 2.683 4.100 3.130 76,3 16,7
Other 20.872 16.434 24739 16.191 65,4 -1,5
Non-Tax Incomes 34.918 29.084 40.867 26.547 65,0 8,7
Own incomes of Administrations with Special Bud 4.825 2.863 3.878 2.938 75,8 2,6
Incomes of Sup. And Reg. Institutions 1.747 1.438 1.924 1.540 80,1 7,1
Budget Balance -17.432 -4.816 -10.398 -40.811 392,5 747,4
Non-Interest Balance 33.229 36.522 47.102 4.702 10 87

Source : Ministry of Finance

The most evident change global crisis created in the financial balance of public is orienting to
expander finance policies.  The measures taken in order to diminish the negative effects of global
crisis influence financial balance negatively and increases b udget deficit in the short run.  Hence ,
bugdet expenses decreased by 2.7% in January -September 2009 periods, consequently budget
deficit amounted to TL 40.8 billion. Current transfers within budget expense items is the expense item

which grew the fastest. | n the same period, the increase in interest expenses eased down due to

the decreasing interest rates. When analzyed income items, it is observed that the decrease in tax
incomes , although continued in January  -September 2009 periods , decelerated when compar  ed to
the same period of previous year. Non  -tax incomes decreased severely. Furthermore, VAT taken in
imports decreased by 20.3%, depending on shrinking import volume. On the other hand, within the

scope of measures increasing budget incomes, about TL 15 billion additional tax collection is
foreseen as a result of the fact that  cash repatriation decleration period has been expanded until
September 30, 2009 subsequent to the regulation dated June 1, 2009

Effects of demand decrease in domestic and foreign ma rkets continued to reflect on foreign trade
data in the first three quarter of ~ 2009. as of January -September 2009, export and import decreased
by 30.5% and 38.8%, respectively, when compared to the previous year , ratio of export to import
was realized as 73%. In the said period, export made to EU countries recessed by 35.7%. Owing to
the fact that economic recovery is slow in Euro zone, weak foreign demand continues to influence

export performance of Turkey negatively
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Table 1.2-3: Selected Balance of Payments Items

Jan-Sept Jan-Septr Jan-Sept
USDMillion 2006 2007 2008 2008 2009 08-09 %Change

Qurrent Transactions Accouni -32.051 -38.219 -41.289 -35.890 -8.644 75,9
Foreign Trade Balance -40.962 -46.677 -52.844 -45.031 -17.041 62,2
Capital and Finance Account 32.064 36.622 36.143 37.529 2.460 93,4
Direct Investments(net) 19.261 19.940 15.414 11.950 5.168 -56,8
Abroad 924  2.106 -2.549 2.258 -853 62,2
At home 20.185 22.046 17.963 14.208 6.021 57,6
Portfolio Investments(net) 7.373 717 5.046 464 659 42,0
Stocks 1939 5138 716 2.081 1.756 -15,6
Bills of Debt 9.463 -2.358 -4.486 -153 872 -669,9
Other Investments(net) 11.544 23.997 24.718 29.311 -4.033 -113,8
Commercial LoangLiab.) 674 4231 1.567 5.364 -1.768 -133,0
Loans(Liabilities) 19.403 27.595 30.242 32.478 -12.898 -139,7
Gengal Goverment 5.223 -3.901 3.424 3.393 774 17,2
Banks 5.814 5.608 3.047 5.970 6.341 -206,2
Other Sectors 18.812 25.888 23.771 23.115 -7.331 -131,7
Reserve Assets 6.114 -8.032 1.057 -4196 666 -115,9
Net Error and Omissions -13 1.597 5.146 -1.639 6.184 477,3
Current Deficit /GDR%) 6,1 5,9 5,6 - - -

Source : CBRT

On the other hand, pressure of current deficit, which has been comprehended as a main risk factor

in respect of macroeconomic stability, on economy in previous periods decreased due to relatively
low energy prices and billion in January  -September 2009 curr ent deficit decreased by USD 75.9%
and realized as USD 8.6 when compared to the same period of 2008. Thus, in parallel with this
development , reserve assets decreased by 115.9% which are kept for the purpose of being used in
financing of imbalances in the balance of payments as well as for states of emergencies . Weak
demand continues to limit current deficit to increase. On the other hand, while long -term capital
inflows and direct investments have great importance in respect of the quality of financing of
current deficit , net investments foreign residents made at home decreased by 57.6% in January -

September 2009 periods and realized as USD 6 billion.

positions as net buye rs from stock market s and government securities markets

closely in respect of economic stability continued to have deficit as of June
only USD 1.1 billion of total USD 35.9 billion loan accredited from abroad
assets to liabilities of companies sector excluding financial sector was 52.2% as of June 2009. Ratio
of deposit, which the most important it

In portfolio investments , foreign residents ha d
by net USD 659. Net
foreign exchange position of companies sector excluding financial sector which is monitored

2009. On the contrary ,
is short-term. Ratio of FX

em among FX assets of the said companies, to cash -loans is
41.9%.
Table 1.2-4: FX Asset and Liabilities of Non -Financial Sector Companies
USD Billion 2003 2004 2005 2006 2007 2008 Mar.09 Haz.09
Assets 30,2 37,7 45,4 62,7 76,2 81,4 77,8 80,1
Deposit 20 24,6 30,9 45,5 54,8 60,4 57,1 58,6
Securities 0,9 1,3 1 0,9 0,8 0,7 0,6 0,8
Export Receivables 4.4 6 6,4 8,8 10,3 8,6 8,3 8,6
Direct Capital Investments to Abroac 4,9 5,8 7,1 7,5 10,2 11,7 11,8 12,2
Liabilities 50,7 58,8 72,2 100,4 139,5 161,1 151,99 1535
Cash Loans 44,2 49,4 61,2 88,6 1249 146,4 1385 139,7
Loans Provided at Home 18,2 20,5 26,4 34,8 46,3 48,1 43,5 43,8
Shortterm FX Loans 0 0 0 0 14,4 15,9 14,9 14,7
Loans Provided from Abroad 26 28,9 34,8 53,8 78,6 98,3 95,2 95,9
Shortterm 1,6 1,2 1,1 11 0,7 1,2 14 11
Import Debts 6,5 9,4 11 11,8 14,5 14,7 13,5 13,8
FXNet Pacsition 20,5 21,1 -26,8 -37,7 63,3 -79,7 744 734
Source : CBRT
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When analzyed the development of domestic and foreign debt, it is observed that 44.1% of total
gross foreign debt stock , which was USD 268.5 billion in June 2009 , was comprised of debts of
(short and long -term). The said ratio is in an increasing

private sector non -financial institutions
tendency in years and real sector
Share of special finance institutions
term debts is 27.9%.

Table 1.2-5: Gross Foreign Debt stock Indicators

became to have
within private sector short

benefited more from global credit market
-term debts is 49.3%, share within long -

% 2002 2003 2004 2005 2006 2007 2008 June09
Shortterm Debts
State/Total 2,0 2,9 3,2 2,9 2,1 1,8 1,8 1,8
Private/Taotal 10,7 13,1 16,8 19,7 18,5 15,5 16,3 16,0
Private Finartial Institutions/Private 39,2 44.4 48,4 51,5 54,0 42,9 48,2 49,3
Private NoAFinancial InstitutiongPrivate 60,8 55,6 51,6 48,5 46,0 57,1 51,8 50,7
Longterm Debts
State/Total 64,8 63,2 57,1 47,7 40,0 34,0 31,3 32,4
Private/Total 225 20,9 22,9 29,8 39,5 48,7 50,5 49,9
Private/Financial Institutions /Private 16,4 17,6 23,3 31,8 34,8 34,5 29,2 27,9
Private NoAFinancial Institutions /Privat 83,6 82,4 76,7 68,2 65,2 65,5 70,8 72,1
Non-Financial Institutions/Total 25,3 24,5 26,2 29,8 34,3 40,7 44,2 44,1
Total Foreign Debt StocksDP 57,7 56,2 47,3 41,2 35,0 39,0 37,5 43,9
Chart 1.2-6: Debts Stocks, Domestic Debt Stock Real Interest and Average Maturity
320 20 o, 30
_ Internal Debt Stock Real Interest Rate
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Source: TT
On the other hand , real interest of domestic debt stock, which has been formed, as the
fundamental strategy, mainly in terms of TL and based upon fixed interest instruments, decreased
since March 2009. Furthermore, for the last few months, a horizontal process around 23 mon ths has

been observed in the
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Box 3: Relation between Credit Ratings and Borrowing Cost of Turkey

Spreads! of long -term government bonds in emerging economies represent the risk the country bears in
respect of the investors who want to invest on these bills and also have the characteristic of an important
referance in investment decision. Rating given to govern ment bonds by international rating institutions
serves a similar function as well. Economic and political indicators of the country are determinants of the

rating given by rating companies and through this rating international investors are informed on def  ault
risk. Countries with high rating are countries which have strong macroeconomic outlook ( such as low
inflation, high national income per person, successful growth performance, low foreign debt service ratio)

Countries with high credit rating are count ries which have strong macroeconomic outlook (such as low
inflation, high income per person, successful growth performance, low foreign debt service ratio).
Depending on changes arise in political and economc structurals, credit ratings given to countries are

revised. Credit ratings given by credit institutions are significant in investment decisions of internatioanl
investors; required for getting into debt i n international markets for the country , corporate investors may
only be limited with bills of which credit rating is at  investment grade and credit rating of the state may
usually be assumed as the upper limit  in credit rating of private sector.

It is observed that credit ratings of countries and process of this rating is determinant both in pricing of
government bonds and in changes in spreads of these bonds . Spreads of govenrmet bonds of countries
of which credit rating is expected to increase may decr ease . Hence, it would be beneficial to analyze the
effect of the changes in credit ratings of countries on borrowing costs by displaying the effect of changes
that may occur in credit ratings of countries on spreads of gove rnment bonds .

In this context, effect of the changes in creti ratings of Turkey given by international rating institutions on

monthly Eurobond spread s, accordingly borrowing costss have been analzyed . According to the analysis,
a regression analysis have been made on a monthly basis for 2001:02-2009:11 periods . Eurobond spread
was used as the explained v ariable ; creditratings 2gi ven by S&P, Moodyo6s and Fi

used as the explantory variable
Se =a+ Bicry + fo5,1 + Bskuk, + & (2)

Acc ording to the equation above, s indicates to the dependent variable representing spread of
Eurobond bills of Turkey (t=1,...,T number of terms ); cr: to credit rating given by three rating institutions , kuk
to dummy variable representing economic fluctuation periods , B to the related coefficients of
independent variables and & indicates to statistical error term . Delayed value of dependent variable is
included in the analysis having considered the historical dependence in ratings . They were made
guantitative in a comparable base for them to be used in regression analysis of ¢ redit ratings . Hence,
ratings given by rating institutions  were aligned decreasing linearly from the highest to the lowest and
transformed .

In the analysis, e quation above were estimated three times by these independent variables, because of
the fact that credit ratings of three rating institutions were used. Furthermore, an estimation were made
via composite rating gained by arithmetic average of the ratings g iven by three rating institutions.

Table: Estimation Results

Observation Period 2002:02 2009:10umber of Observations 93
S&P -1 TAUBO Fitch Composite Rating

Bo 2,06 0,89* 1,62 2,19
By 0,50 0,21* 0,40 -0,63
B2 0,81 0,92 0,86 0,83
Bs 0,47 0,40 0,44 0,47
R 0,92 0,91 0,91 0,91
F ist. 321,0 287,0 299,8 307,7

According to regression results ;

1. Coefficient shown as B in the estimated equations indicates the effect of the change in default risks

1 The difference between the interest of government bills that are selected as spreads and interest of government bills

that are considered as risk -free. Bills that are considered as risk -free are bills of developed countries (widely US Treasury
bills).

2 Credit ratings are foreign currency sovereign credit rating)
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symbolized by credit ratings of Turkey to the Eurobond spread. Regression analysis made by
Eurobond spread of Turkey and ratings given by various institutions introduces the negative relation
between these two coefficients. Although sgins of those among co efficients which are shown in
estimated equations a s are fn dhe direction of expectations, they are not considered significant
statistically in 95% confidence interval. According to the results acquired; an increase (decrease) by
1% in S&P credit rati ng of Turkey decreases (increases) Eurobobd spread by 0.50% while an increase
(decrease) by 1% in Fitch credit rating decreases (increases) Eurobobd spread by 0.40%. An
increase (decrease) by 1% in composite rating formed by taking arithmetic average of th ree credit
ratings decreases Eurobond spread by 0.63%. Fixed term in estimated equations is defined as risk
appetite and reflects the general risk perception of the market.

2. Effect of fluctuation in financial markets on spreads may be close to and even a bove the change in
ratings .
3. Depending on decrease/increase of Eourobond spreads as a result of increase/decrease in credit

rating , borrowing cost decreases/increases . An increase by (BBB) which is the investable level in
composite credit rating which is constituted by taking ¢ verage of ratings that three institutions
mentioned above give to Turkey decreases Eurobond spread by about 160 base points and thus

the cost of a borrowing by USD 1 billion decreases by USD 16 million. Accordingly, borrowing costs

of Turkey decreases depending on whether or not credit ratings increase to investable level. A
decrease by about 1.6%  in borrowing costs would provide borrowing opportunity in more
appropriate conditions. Furthermore, due to the fact that country rating is used as a reference in
borrowing of private sector, this situation may influence borrowing costs of private sector positively.

The country having cred it rating at investable level would facilitate it to be influenced from liquidity
conditions that global fluctuations cause less.

4. When analzyed Eurobond spreads  of Turkey and countries which are displayed in the chart below
and selected among countries ha  ving BBB the investable credit rating , and above , it is observed
that spread difference of Turkey between the said countries fluctuated among 80 -200 base points in
historical averages, however the said difference may reach to 500 base points in crisis periods.
Hence, borrowing costs in financial fluctuation periods are higher when compared to countries at or
above investable level.

Chart : Eurobond Spread s
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Chart 1.2-7: ISE Indexes
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Source : CMB, Bloomberg.

Despite the fact that  ISE is a tempting investment alternative in low interest environment, in parallel
with the developments in global markets, floating process continues also in stock market. National

index preserved its tough decrease tendency until March 2009 , which began in September 2008
and experienced a recover y tendency due to the fact that expectations recovered in April-
September 2009 periods . Banking sector index price/earning ratio which is in parallel with national

100 index until March 2009 period is decomposed with higher rates from this date on.  This is due to
the fact that banking sector maintained its profitability in crisis period as well.
Chart 1.2-8: Futures Exchange Indexes
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TL:Dollar contracts transaction volume in Derivatives Exchange since the second quarter of 2009
fluctuated and experienced a decrease tendency, settlement prices followed a horizontal process.
When analzyed the shares in transaction volume, it is observed that foreign investors increased their

weights in April 2007 -September 2008 periods and preferred to abstain from global markets
because of the developments experienced in these markets.
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Chart 1.2-9: Capital Markets Indicators
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Global crisis effected the market values of companies included in ISE negatively in 2008, however
recovered since the first quarter of 2009, due to the expectations changed positively in international
capital markets as well.

Number of companies in Capital
continuously. A similar development

Markets Board record decreased

is observed both in total market capitalization of companies in

ISE and price/earnings ratio which is calculated by considering total of net profits of the last two 6
Value decrease started especiallly in July 2008 recovered since the first quarter of
2009 and increased above the values in January 2008.

month periods.
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2 HANANCIAL SECTOR OUTLOOK
21 General Outlook of  Financial Sector
2.11 Asset Development of Financial Sector

As of the third quarter of 2009, asset size of finance sector increased by  7.6% when compared to the
previous quarter and realized as TL  1.006,8 billion. Banking sector maintained its share by 80% within
financial sector and grew by 9.0% when compared to end of last year . Within financial sector
components, securities investment funds and pension insurance companies sectors experienced

the highest increases by 24.2% and 22.4%, respectively. Financial leasing companies reduced by
15.1% in 9-month period.

Table 2.1-1: Asset Size of Finance Sector

% Dstr.

(TL Billion) 2002 2003 2004 2005 2006 2007 2008 09.2009 09.2009
CBRT 74,1 76,5 74,7 90,1 104,4 106,6 113,4 109,5 10,9
Banks 216,7 255,0 313,8 406,9 499,5 581,6 732,8 798,44 79,3
Finartial Leasing Companies 3,8 5,0 6,7 6,1 10,0 13,7 17,2 14,6 15
Factoring Companies 21 29 4,1 5,3 6,3 7,4 7.8 9,0 0,9
ConsumerFin.Companies 05 0,8 15 2,5 3,4 3,9 4,7 4,5 0,4
Asset Management Companies 0,2 0,4 0,4 0,0
Insurance Companies 54 7,6 9,8 144 17,4 22,1 26,5 30,6 3,0

Pension Companies 0,0 3,3 4,2 5,7 7,2 9,5 12,2 14,9 15
Securities Intermediary
Institutions (1) 1,0 1,3 1,0 2,6 2,7 3,8 4,2 4,9 0,5
Securities Investment
Partnerships 01 0,2 0,3 0,5 0,5 0,7 0,6 0,7 0,1
Securities Investment Funds 93 199 244 294 220 264 24,0 29,8 3,0
Real Estate Investment
Partnerships(1) 1,1 1,2 1,4 2,2 2,5 3,9 4,3 4,3 0,4
Enterprise Capital Investment
Partnerships 0,0 0,0 0,1 0,1 0,1 0,1 0,1 0,1 0,01
Total 314,1 370,4 437,8 560,1 668,8 770,5 936,0 1.006,8 100,0

Source: BRSA, CBRT, TT, CMB, ACMII

(1) June 2009 data was used as September 2009 data did not been published at the time the report was being
prepared.

2.1.2 Investment Preferences of Domestic and Foreign Residents

Investment portfolios of d omestic residents ammounted to TL 610.3 billion as of the third quarter of the
year. It is observed that the increase tendency in stock shares within portolio items continued as a
result of the fact that stocks gained value in re cent period , while stocks held by domestic residents
grew by 24.4% in the last three -month period. While a significant increase by 3.7% is observed as of the

periods mentioned, precious metal accounts and participation accounts increased by 39.1% and
9.7%, respectively . Precious metal account portfolio increased due to the increase in gold -bullion
prices in last months . Pension investments of domestic residents continued to increase stably. Poltfolio

preferences reduced in the last three  -month period within domestic investment preferences were
Repos, eurobond and GS

When analzyed the distribution of portfolio, it is observed that deposit and quasi -deposit saving
instruments (participation funds and precious metal accounts ) constitute 73.7% of the protfolio . GS,
stock shares and investment funds are the subsequyent investment preferences . It is remarkable
that the share of stocks within total domestic investment preferences increased by 2.6 points when
compared to the end of previous year and amounted to 6.2%.

Tendencies of foreign residents to increase their portfolios to Turkey continued also in the third
quarter of the year . Investments of foreign residents to Turkey increased by USD 15.5 billion when
compared to June and amounted to USD 77.4 billion. Increase tendency in the share of stock
shares within total portfolio of foreign residents was maintained . Stock portfolio of foreign residents
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increased by 88.6% in the last nine -month period . Share of stocks within total portfolio of foreign
residents w hicvh was 53% in the end of last year increased by 66.1% in September . In the period
mentioned, share of GS decreased by 22.9% from 31%, while share of deposit decreased by 9.8%
from 14%.

Table 2.1-2: Investment Preferences of Domestic and Foreign Residents

Domestic Geneal

) . ) ) %Change
ngestlc ResidentgTL 12.07 09.08 12.08 06.09 09.09 Dist. Dist.
Million) 09.09 09.09 09.09- 09.09-
) ) 09.08 12.08
TLDeposit 206.081 244.305 262.738 267.446 274.558 45,0 37,9 12,4 4,5
FX Deposit Account 111.619 126.069 141.858 144.767 150.356 24,6 20,7 19,3 6,0
Precious Metal Account 163 322 344 583 811 0,1 0,1 151,9 135,7
Funds Collected by
Participation Banks 14.626 17.432 18.638 22.029 24.168 4,0 3,3 38,6 29,7
GS 56.852 61.516 63.237  68.348 67.934 11,1 9,4 10,4 7,4
Eurobond 4.309 4.090 4.867 5.272 5.039 0,8 0,7 23,2 3,5
Investment Funds 26.381 24.855 23.979 28.347  29.798 4,9 4,1 19,9 24,3
Repo 2.733 2.830 2.199 1.911 1.775 0,3 0,2 -37,3 -19,3
Pension Investment Funds  4.566 5.808 6.373 7.672 8.534 14 1,2 46,9 33,9
Insurance
PremProduction (1) 10.931 8.857 11.779 5.289 9.187 1,5 1,3 3,7 -22,0
Stocks 31.070 25.143  20.040 30.149 38.101 6,2 5,3 51,5 90,1
Sub total 458.392 521.227 556.052 581.988 610.261 100,0 84,2 17,1 9,7
Foreign Residents (USD Million)
Stocks 69.876 45.777 27.150 38.065 51.193 66,1 7,1 11,8 88,6
GS 30.363 24.396 16.920 16.417 17.702 22,9 2,4 27,4 4,6
Eurobond 378 680 595 829 917,68 1,2 0,1 35,0 54,2
Deposit 4.984 6.940 6.553 6.607 7.578 9,8 1,0 9,2 15,6
Sub totd 105.601  77.793 51.218 62.003 77.391 100 10,7 0,5 51,1
GENERAL TOTAL C
Million) 581.385 608.172 622.306 676.859 724.954 - 100 19,2 16,5

Source : BRSA CMB, ISE CBRT CRA, TTNote: P. % Distribution = Partial % Distribution G . % Distribution
= Gene ral % Distribution

In September, Stock Index among financial investment instruments provided the highest 3 -month
return by 31.5%, when reduced by CPI. In the said period, deposit interest provided a yield in real
terms by 2.3%, while gold provided a yield by 1.1%. In three -month real yield reduced by CPI, euro
and dollar investors lost by 0.3% and 3.9%, respectively . Annual yield ratios of financi al investment
instruments reduced by CPI are 39.4% in gold -bullion, 18.9% in stock index , 15.8% in euro, 14.4% in
dollar and 10.3% in deposit interest .

Chart 2.1-1: Real Yield Ratios of Investment Instruments
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2.2 Banking Sector Outlook
221 Market Structure Outlook

In banking sector , 49 banks operate as of September and deceleration tendency in organic growth
continues . Alternative distribution canals in the sector continue to grow . Number of custoemrs using
internet banking increased by 98 thousand persons in September when compared to the previous

three months . In the sector, number of customers having deposit and participation account
increased, while the number of credit and credit card customers decreased . Number of customers
with non -performing credit cards approached to 2.5 million. Hence, one ou t of 10 customers who
have credit cards is under follow -up.

Table 2.2-1: Operational Indicators of  Banking

09.09
06.09
2005 2006 2007 09.08 12.08 03.09 06.09 09.09 Change
Number of Banks 51 50 50 50 49* 49* 49* 49* 0
State Deposit Banks 3 3 3 3 3 3 3 3 0
Private Deposit Banks 17 14 12 11 11 11 11 11 0
Banks under SDIF 1 1 1 1 1 1 1 1 0
Global Capital Deposit Banks 13 15 17 18 17 17 17 17 0
Development and Investment Banks 13 13 13 13 13 13 13 13 0
Participation Banks 4 4 4 4 4 4 4 4 0
Number of Branches 6.537 7.296 8.117 9.036 9.304 9.344 9.374 9.428 54
Deposit Banks 6.220 6898 7.653 8.470 8.724 8.758 8.783 8.832 49
Development and Investment Banks 25 42 42 50 44 46 50 46 4
Participation Banks 292 356 422 516 536 540 541 550 9
Number of Personnel 138.724 150.793 167.760 181.527 182.667 182.120 182.468 182.226  -242
Deposit Banks 127.851 138.426 153.212 165.283 166.328 165.768 165.957 165.483 474
Development and Investment Banks 5.126 5.255 5.361 5.376 5.307 5.279 5.296 5.275 21
Participation Banks 5.747 7.112 9.187 10.868 11.032  11.073 11.215 11.468 253
Num. of ATM 14836 16.513 18.795 21.200 21.953 22.291 22.733  23.284 551
Num. of POS (thousand) 1.141 1.283 1.629 1.847 1.886 1.891 1.975 2.007 32
Num.of Intern. Bank. Act. Customers (thousand) 3.177 3.368 4.274 4.983 5.169 5.419 5.593 5.691 98
Num. of Deposit Acc (thousand) 82.958 86.131 91.063 92.712  91.101 93.681 93.731  95.591 1.860
Num. of Participation Acc.(thousand) 1.202 1.414 1.623 1.841 1.855 2.140 2.307 2.418 111
Number of Credit Cust(thousand) 29.153 30.685 35403 41.385 36.693 38.260 38.739  38.454 -285
Number of Credit Card Cus(thousand) 25.155 25580 27.658 25.269 25.677 25.649  25.888 25.862 -26

Number of Non Performing Crd. Car@€ust, 000 755 1.008 1.086 1.335 1.575 1.864 2.082 2.474 392

Source BRSAICGBAT
* A bank under liquidation was not included in the total.

2.2.2 Change of Performan ce Indicators

Strong capital structure of banking sector continues . Ratio of total ow -funds to total liabilities
reached its highest level since  2005. Liquidity indicator of the sector  designates the high solvency
capacity. NPL/ gross loans ratio increased to  5.3%. While 46 of the banks in the sector made profit as

of the third quarter of year , return on assets and return on equities of the sector incr ease . Share of
net interest incomes within gross incomes increased , while ratio of non -interest incomes to non -
interest expenses is in a decreasing tendency

BRSA 26 Financial Markets Report -September 2009



Table 2.2-2: Financial Soundness Indicators of Banking Sector

(%) 2005 2006 2007  09.08 12.08 03.09 06.09 09.09
Capital Adequacy Standard Ratio 23,7 22,3 18,9 17,5 18,0 18,5 19,2 20,0
Free Capital /Total Owsunds 65,7 72,6 75,3 76,2 77,0 78,5 78,9 79,4
Total Ownfunds/Total Liabilities (1) 15,5 13,5 15,0 13,9 13,4 13,9 14,6 15,2
Total Ownfunds /Total Assets 13,4 11,9 13,0 12,2 11,8 12,2 12,7 13,2
Loans/ Total Owrunds 286,0 367,8 376,6 434,8 425,7 399,2 376,4 356,4
Liquidity Indicator (2) 51,8 50,3 47,0 38,3 34,4 37,2 39,0 41,5
FX Net General Position /Owiunds 0,2 0,5 0,3 -0,8 0,0 0,6 0,5 0,6

Off-BalanceSheet Transactions/ Total Assets 55,5 66,3 66,3 70,1 64,9 70,1 67,5 78,8
NPL/Gross Loans 4,8 3,8 3,5 3,1 3,6 4,5 4,9 5,3

NPL Provisions/NPL 88,7 89,7 86,8 80,5 79,9 77,5 79,6 80,4

Consumer Loans /Total Loans 31,1 32,3 33,2 32,8 32,1 31,8 33,0 33,0
Nr of Profiting Banks/Total Number of Banks 45/51 41/50 46/50 46/50 45/49 46/49 46/49 46/49
Assets of Profiting Banks / Total Assets 93,9 99,4 99,3 99,9 99,9 99,8 99,8 99,8

After Tax Return on Assets (ROA) 1,7 2,5 2,8 2,2 2,0 2,1 2,2 2,4

After Tax Return on Equities (ROE) 10,9 19,2 21,8 18,2 16,5 17,3 18,0 18,9
Net Int. Income After Provision/Total Gross Income(3) 30,8 26,9 26,7 26,3 24,8 25,3 27,9 29,3
Non-Interest Incomes /Norinterest Expenses 52,0 79,3 72,3 68,4 65,5 75,0 73,5 70,7

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

(2) Liquidity Indicator = (Cash Values+ Receivables from Banks (including receivables from Central Bank and Monetary
Markets) + Securities Trading Portfolio+ Securities Available for Sale+ Required R eserves)/ (Deposit+ Debts to Banks
(including debts to Central Bank and Monetary Markets))

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

Although BRSA Performan ce Index (BRSAPI) decreased as of September when compared to the

previous three -month period , it is still above the base year value

e  While liquidity and own -funds among the components of BRSAPI increased , exchange risk ,
profitability and assset quality decreased when compared to the previous three months Ltis
observed that performance of pirvate banks group is better than state banks

e Liquidity component maintained its increase tendency and reached to the highest value in
index history . While the increase in liqudiity is appreciated in respect of solvency , itis considere d
that this increase may decrease profitaiblity in the future.

e Own -fund of the index is above the base year value and designates a strong capital structure

e The ongoing decrease in foreign exchange component indicates a limited increase in the said
risk
e  Profitability indicator follows a positive process above the base year however, experienced a

slight decrease when compared to the previous three months

e Asset quality maintained its decrease tendency throughout 2009. The ongoing increase
especially in the ratio of NPL to gross loans and relaxation in intermediation function are
fundamental determinants of the relative deterioration in asset quality

Table 2.2-3: Performance Index of Banking Sector %

Exchange Asset 1015 General Public Private

Period Pl Liquidity ~ Own-fund Risk Profitability  Qualit

101,0 2 Teng
2003 1000  100.0 100.0 100.0 100.0 100.0 j 7Y AR
2004 100.2  100.2 99.6 100.1 99.7 101.2 100,5 VO
2005 1000  100.7 99.3 99.8 98.5 102.1 100.0 AN |
2006 1007 100.4 99.4 100.1 100.5 102.8 |\
2007 1008 1017 995 99.1 101.0 103.1 99,5 \\ /
2008 100.6 1017 99.0 100.0 99.7 103.3 09.0
03/2009 1011 101.9 99.3 100.0 101.7 103.1 § 3333388 § 8888555 E 8238833
06/2009 1011 102.0 99.7 99.5 101.8 103.0 9883588893835 888938358388
09/2009 1009  102.2 100.1 99.1 101.2 102.8
As a result of the decrease in deposit interest rates, credit costs decreased and interest margin

decreased to 4.4 points in September . The fact that the increase rate paid to statutory provisions
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was decreased by Central Bank caused public liabilities to increase relatively ; share of public
liabilities within total credit cost increased by total 0.3 point.

Table 2.2-4: Developments in Intermediary Costs

(%) 2005 2006 2007 09.08 12.08 03.09 06.09 09.09
(a) Net interest paid to depositor (eb) 16,6 19,7 183 199 21,7 154 150 14,1
(b) Tax paid by depositor (point) 3,6 3,5 3,2 3,5 3,9 2,7 2,7 2,5
(c) Interest paid by bank 20,2 23,2 215 234 256 18,1 17,7 16,6
(d) Public burden on deposit (point) 1,2 1,2 1,2 1,3 1,4 1,2 1,2 1,2
(e) Credit Interest Rate (c+ d) 21,4 244 227 247 27,0 19,3 18,9 17,8
(f) Tax paid by credit customeg¢point) 0,7 1,0 0,9 1,0 11 0,8 0,8 0,7
(g) Total Loan cost on the customer (e+ f) 221 254 236 257 281 20,1 19,6 18,5
(h) Interest margin (point) (ga) 5,5 5,7 5,3 5,8 6,4 4,6 4,6 4,4

(i) Public Lia. Burden within tot. loan cost (h/g, 250 22,4 225 225 226 231 235 238

(a) Net interest rate earned by the depositor after that the public liabilities within the mentioned periods are deducted

(b) Public liabilities taken such as income tax stoppage on the saving account owners.

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

(d) Public qualified payments on the funds collected from the deposit or by the bank, composed by SDIF premium, participation share to
BRSA expenses and required reserve liabilities

e) Par loan interest rate calculated by the bank assuming that profit and operational expenses margins are null.

(f) Banking and Insurance Tra nsactions Tax (BITT) on the corporate loan customer and the cost -reducing effect of the deduction of the taxes
considered as expenditure from the tax assessment are considered.

2.2.3 Balance Sheet Analysis of Banking  Sector

Banking sector grew by 17.4% as of September 2009 when compared to the same periof of last year
and amounted to an asset size by TL ~ 798.4 billion . Asset items of sector which grew the fastest in the
period mentioned are  net NPL, bank s, CBRTand receivables fr om money markets . Loans the sector

eaccredited displayed a limited growth by 4% when compared to the same period of last year .In
the sector, placements made to securities portfolio increased evidently especially in the last one

year . the said tendency is evalauted as negative in repsect of intermediary costs of the banjs . TL
assets grew faster than FX assets of the sector in September when compared to the same period of
previous year . Total deposit which is the biggest liability of the sector increased by 4.6% when
compared to the last quarter and amounted to TL 488.9 billion. Increase tendency in own -funds of

the sector continues . Ratio of own -funds to total liabilities increased to 13.2% in September . High
profit of the period, increase in paid  -up capital and profit size in the structure were effective in the
increase in own -funds. Increase in the share of total TL liabiltiies within balance -sheet is considered
as an indicator of confidence to TL

Tablo 2.2-5: Banking Sector Main Balance -Sheet Sizes

Increase as to the Same Period of Previous Yea

TL Billion % Ratio to BalanceSheet %
TL Billion 2007  09.08  12.08 06.09 0909 2007 09.08 1208 06.09  09.09 2007 2008  09.09
Asset

Cash Assets 5,0 6,3 6,0 57 56 11 79,9 19,3 15,8 11 09 0,8 0,7
Receivables from Banks, CBRT and Money Markets 55,2 67,1 88,7 94,3 95,4 37,0 26,0 60,7 41,8 42,2 9,5 12,1 11,9
Securities 1647 1798 1940 2218 2415 37 8,0 17,8 28,2 34,3 28,3 26,5 30,2
Net NPL 14 2,3 2,8 338 42 556 889 1006 101,3 826 0,2 04 05
Loans 2856 3611 3676 3682 3757 304 38,1 28,7 7.4 41 491 502 47,1
Subsidiaries, Affiliates and Jointly Controlled Partnershi 10,8 10,5 10,3 11,0 12,1 17,4 3,9 4,8 8,1 15,2 1,9 1,4 1,5
Other 58,9 52,8 63,4 63,5 64,0 12,0 11,1 7,6 9,8 21,2 10,1 8,6 8,0
Total 5816 6799 7327 7682 7984 164 25,1 26,0 16,9 17,4 1000 1000  100,0
Total TL Assets 417,2 4929 5102 5459 58,9 248 28,5 22,3 15,7 18,1 71,7 69,7 72,9
Total FX Assets 1644  187,0 2223 2223 2165 07 17,0 35,2 20,2 158 28,3 30,3 27,1
Liability

Deposit (Funds Collected) 356,9 4186 4546 467,6  488,9 16,0 24,5 35,2 15,2 16,8 61,4 62,0 61,2
Debts to Banks, Money Markets and CBRT 71,6 86,2 93,1 93,1 86,1 1,0 30,4 40,9 13,1 0,1 12,3 12,7 10,8
Own-funds 75,9 83,1 86,3 97,8 1054 27,6 16,0 20,6 26,6 26,8 13,1 11,8 13,2
Other 77,2 92,1 98,6 109,7 1179 253 32,5 41,9 19,8 28,0 13,3 135 14,8
Total 581,6 6799 7327 7682 7984 164 25,1 34,8 16,9 17,4 1000 1000 1000
Total TL Liabilities 386,7 4528 4768 5103 5400 245 27,4 23,4 19,0 193 665 65,1 67,6
Total FX Liabilities 1949 2271 2557  257,9 2584 31 20,7 31,2 13,1 13,8 335 349 32,4
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Box 4: Capital Structure Analysis in Turkish Banking Sector

State, Private and Foreign Distribution of Shareholders (%

September 2009 Global Capital Share (%)
Share within Total Stock
Assets State  Private  Proportional market Total
Title of Bank (%) Share (*) Share (**)
ABN AMRO BANK N.V. 0,2 0,0 0,0 100,0 0,0 100,0
I'$1"1 .+ 1808 0,0 100,0 0,0 0,0 0,0 0,0
l'+"1 .+ 48! 818 11,3 0,0 64,7 10,3 25,0 35,3
1, 4%2.!14d&"! . + | 8n8 0,4 0,0 100,0 0,0 0,0 0,0
1. 1'$/,5"1 .+ 18a38 0,5 0,0 100,0 0,0 0,0 0,0
ARAP4 - 2+ "1 . +1 3) ! 8a8 0,1 15,4 20,6 64,0 0,0 64,0
BANK MELLAT 0,1 0,0 0,0 100,0 0,0 100,0
"1 . +0/:d4d& +2%%d 6% +! 0,2 0,0 30,2 69,8 0,0 69,8
"d2, %ad+ &/ . "1 . +13) 138 0,1 100,0 0,0 0,0 0,0 0,0
#1 , 9/ . 91 4)2) - "L+ 3) 0,0 0,0 0,0 100,0 0,0 100,0
#)4)"! .+ 1888 0,7 0,0 0,0 100,0 0,0 100,0
'+4d& 914)2)- "1 . +13) | 0,0 0,0 100,0 0,0 0,0 0,0
$%.d:"! .+ 1888 2,6 0,0 0,2 75,0 24,9 99,9
$%543#( % "! .+ 18838 0,2 0,0 0,0 100,0 0,0 100,0
$d, %2 9!14)2)- "1 .+13) ! 0,0 0,0 100,0 0,0 0,0 0,0
&d. ! .3"1 .+ 1808 3,4 0,0 0,2 58,2 41,5 99,8
&/ 24d3 "! .+ 1888 14 0,0 5,8 65,0 29,2 94,2
'3%$ 914)2)- "I . +13) ! 8n 0,0 0,0 100,0 0,0 0,0 0,0
(t"d" "o+, d-d4%$ 0,0 0,0 0,0 100,0 0,0 100,0
(3"# "! .+ 1808 1,7 0,0 0,0 100,0 0,0 100,0
d, , %2 "! . +13) 1,0 100,0 0,0 0,0 0,0 0,0
JP MORGAN CHASE BANK NATIONAL ASSOCIA 0,0 0,0 0,0 100,0 0,0 100,0
-%22),, ,9.#( 91'4)2)- " 0,0 0,0 0,0 100,0 0,0 100,0
-), ., %..)5- "1 .+ 1 8n38 0,1 0,0 0,0 100,0 0,0 100,0
.52/, 914)2)- "1 .+13) | 0,0 0,0 100,0 0,0 0,0 0,0
). "1 .+ 1 8a8 2,0 0,0 0,0 100,0 0,0 100,0
SOCIETE GENERALE S.A. 0,1 0,0 0,0 100,0 0,0 100,0
o %+ %2"! .+ 48! 8038 1,1 0,0 58,3 0,0 41,7 41,7
48#8 :d2!14 "1 . +13) ! 8n 151 100,0 0,0 0,0 0,0 0,0
4-2+ %+/ ./ -d 1. +1 3) 1 8 1,7 0,0 55,1 35,1 9,9 44,9
4-2+d9% 121 .4d "1 . +13) 12,6 0,0 39,6 20,8 39,6 60,4
4-2+d9% (!,+ "1 . +13) 138 7,2 75,0 1,8 0,0 23,3 23,3
4-2+d9% d(2!'#!4 +2%$d " 0,8 100,0 0,0 0,0 0,0 0,0
4-2+d9% deo 1. +13) 188038 13,4 0,0 77,7 0,0 22,3 22,3
4-2+d9% +! ,+)!1 88" ! . +!13 0,1 99,1 0,9 0,0 0,0 0,0
4-2+d9% 3).!d +!,+). -1 0,8 53 72,0 0,0 22,7 22,7
4-2+d9% 6! +)&,!2 "1 . +13 7,7 74,0 2,9 0,0 23,1 23,1
41 d" 914)2)- "1 .+13) 138 0,0 0,0 0,7 99,3 0,0 99,3
d-+" 4! +1'3 6% 3! +,! -1 " 0,2 11,7 83,5 4,9 0,0 4,9
%52/ "1 .+ 4%+&%. ! 8n38 0,5 0,0 30,0 70,0 0,0 70,0
4 %+34d, "L+ 3) 1 808 0,2 0,0 95,1 0,0 4,9 4,9
452+)3( "!.+ 1808 0,1 0,0 60,0 40,0 0,0 40,0
452+,1.%$ "1 .+ 18808 0,1 0,0 9,0 91,0 0,0 91,0
WESTLB A.G. 0,0 0,0 0,0 100,0 0,0 100,0
9!10) 6%!+24%Bd ! 8a38 8,0 0,0 42,5 38,1 19,4 57,5
Pymr 20 +1 4-2+ +14),) - " 0,7 0,0 24,8 61,9 13,3 75,2
1391 +14),)- "1 . +13) 18 1,4 0,0 62,8 0,0 37,3 37,3
+56 %9 4 KATHILAVHBANKASI& = 8 0,8 0,0 19,8 80,2 0,0 80,2
4-2+d9% &d. ! .3 HI184)8, ) - 1,0 0,0 35,3 64,7 0,0 64,7
Total (%) 100,0 28,3 32,0 20,0 19,7 39,7
Share including real persons, foundations, supplemental funds, stock market shares not held by foreign residents and similar s hareholders and excluding foreign

(proportional and  stock market) and public (Turkey) shares.
(*) Proportional calculation= (Rate of foreign shares in the bank *Bankds asset) /[
(**) Total = proportional calculation+ stock market shares.

Source: BRSA, CRA, Data taken from banks. Monthly data is temporary and there may be  minor errors due to rounding off and difference between data sources

As of September 2009, by asset sizes, share of public capital in Turkish banking sector was 28.3%, while the share of private
capital was 32%. In the said period, share of global capital in Turkish banking system was 20%. When stock market shares
held by foreign resident investors by 19.7% is added to this share , total global capital share amounts to 39.7%. The said
ratio indicates the moderate increase tendency of global capital share in banking sector
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Contribution of the d istribution of total assets and asset items to growth are displayed in the charts
below. As a consequence of  the fact that share of loans within total assets increased after 2002
period , their contribution to asset growth increased as well. In 2003, 47% of total asset growth
derived from loans, this ratio increased by 81% in end -2007. It is observed that credit growth
decelerated due to global crisis in end -2008 and its contribution to asset growth decreased to 54%
Owing to the fact that placements made to securities portfolio increased in end -2008, 19% of total
asset growth derived from securities portfolio . In the third quarter of 2009, total assets grew by 17.4%
when compared to the same period of previous year . While 9.1 points of the said increase derived
from securities portfolio, contribution of loans to growth was 2.1 points. Another noteworthy
tendency in contributions to growth is the increase both in the  share of cash and quasi -cahs assets
held by banks and in contribution to growth . The said component provided 23% of total asset
growth in end -2008 and as of the third quarter of 2009

Chart 2.2-1: Distribution o f Tatal Assets and Contributions to Asset Growth
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Throughout banking sector, ratio of loans to total assets decreased by 47.1%, the lowest level of the
last two years . Ratio of loans to total assets in other bank groups excluding participation banks
decreased . When compared to the previous quarter, a decrease derived from deposit banks by
about 2 points was realized in the  ratio of loans to total deposit . The decrease in the said ratio is
considered as a negative development in respect of interm ediation function of the sector . Ratio of

loans to deposit (fund collected) continues to increase in participation banks

Chart 2.2-2: Share of Loans by Groups within Total Asset and Deposit
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While consumer loans and credit cards in banking sector increased as of September when
compared to the previous quarter , business, export and other investment loans decreased
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Table 2.2-6: Development of Loans i n Banking Sector

TLMillion Inc. comp. to Prev. Quar. %

2007 09.08 12.08 03.09 06.09 09.09 09.08 12.08 03.09 06.09 09.09
Consumer Loans  67.668 84.885 83.194 82.577 85.642 87.899 7,3 2,0 0,7 3,7 2,6
Operating Loans  58.149  76.665  82.744  83.012 80.077  79.616 6,0 7,9 0,3 3,5 0,6
Credit Cards 27.806  33.878  34.853  33.893 35937  36.387 57 2,9 2,8 6,0 13
Export Loans 21.807 28.428  30.428 30.318  28.481  28.158 6,1 7,0 04 6,1 1,1
Other Inv. Loans  13.776  18.755  23.633  25.062  23.979  22.938 5,8 26,0 6,0 4,3 4,3
Other Loans 96.411 118.472 106.232 111.378 114.033 120.733 3,3 10,3 438 2,4 5,9
Total 285.616 361.083 368.154 366.239 368.150 375.731 54 2,0 0,5 0,5 2,1
By sectors, w hile the share of agriculture, services and consumer within loans increased, share of
industry and other loans within total decreased. When compared to the same period of previous
year, the highest increase excluding loans was experienced in services sector and consumer loans
increased by 5.7% when compared to the same period of previous year. loans accredited to

industry sector decreased by 1% when compared to the same period of previous year.

Table 2.2-7: Loans by Sectors

TL Million % Shares % Change on annual basis
12.05 12.06 12.07 12.08 09.09 12.07 12.08 09.09 12.06 12.07 12.08 09.09

Agriculture  7.188  8.088  10.565  13.472 15197 3,7 3,7 4,0 12,5 30,6 27,5 1,6
Industry ~ 39.225 56.418  71.108 94.534  92.189 24,9 257 245 43,8 26,0 32,9 -1,0
Services 49.503 72.468 98.716 132592 139.810 34,6 36,0 37,2 46,4 36,2 34,3 6,1
Retail 47.073  69.101 94.980 117.449 123.216 33,5 32,1 328 47,9 37,5 23,3 57
Other 13.421 12.912 10.246  9.398 5.317 33 2,6 1,4 7,6 23,1 0,3 17,6
Total 156.410 218.987 285.616 368.154 375.731 100,0 100,0 100,0 40,0 30,4 28,9 41
When analyzed the development of loans by types , it is observed that the decrease tendency in

SME loans continues . Decrease in loans accredited to SMEs is considered as a negaitve
development in respect of macroeconomic outlook, having considered contributions to growth of

the said enterprises, their power to create new employment fields and abilities to adjust to the
changes in market conditions. Commer  cial loans increased by  9.9% when compared to the same
period of previous year

Table 2.2-8: Loans by Types

% Shares % Change on annual basis
12.06 12.07 09.08 12.08 09.09 09.08 12.08 09.09 09.08 12.08 09.09
SME 59.614 76.842 88.084 84.919 82.122 244 23,1 21,9 21,8 105 6,8
Corporate  90.272 113.795 155.015 165.785 170.393 42,9 44,9 453 50,4 45,1 9,9
Retall 69.101 94.980 117.984 117.449 123.216 32,7 32,0 32,8 372 23,7 4.4
Total 218.987 285.616 361.083 368.154 375.731 100,0 100,0 100,0 38,1 28,6 4,1

While t otal consumer loans increased by 4.4%  in September when compared to the same period of
previous year, personal loans and credit cards which are sub -components increased by  2.8% and
8.6%, respectively . Only vehicle loans within consumer loans experienced a significant decrease by

26% when compared to the same period of previous year, on the other hand other consumer loans
increased.

Table 2.2-9: Distribution of Consumer Loans

TL Million 2004 2005 2006 2007 09.08 12.08 03.09 06.09 09.09

Consumer loans 12.731 29.462 47575 67.877 85109 83.219 82571 85553 87.516
Housing 2.631 13.037 23.377 32448 39.831 39.278 39.011 40.417 41.649
Vehicle 4.194 6.445 6.661 6.154 6.101 5.530 4.946 4.849 4512
Consumer 5.585 8.715 15.719 25.860 34.303 33.206 33.463 35.170 36.273
Other 320 1.264 1.818 3.414 4.875 5.205 5.151 5.117 5.082

Credit Cards 13.920 17.259 21526 27.103 32.875 34.230 33.396 35.616 35.700
Installment 3.784 6.103 9.027 10.772 12.672 12.384 11.265 12.552 13.634

Non-Installment 10.137 11.156 12.499 16.331 20.203 21.847 22.131 23.064 22.066
Total Retail Loans 26.651 46.721 69.101 94.980 117.984 117.449 115.967 121.169 123.216
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Share of installment loans within credit cards increased in the last two quarters . As of September,
credit cards total balance increased by 2.7 points when compared to the previous quarter to 37.8%.
Revocery tendency of  consumer confidence is considered to be effective in the said development

The increase in non -performing credit cards accelerating . Ratio of non -performing credit card
receivables amounted to ~ 10.5%. The increase in the said ratio by 62% realized in the la st 9 months
should be evaluated with consideration in respect of credit risk of banks . Similarly share of customers
with non -performing credit card swithin total credit card customers approached to 10%.

Chart 2.2-3: Development of Credit Cards Balance and Number of Customers
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In the placements of banks, a slide is experienced from loans to securities throughout 2009 . share of

securities portfolio within total assets  increased by 3.8 point sin the last 9 -month period , on the other
hand share of loans decreased by 3.1 points. The said tendency is considered as negative in
respect of intermediation function of banks . Decrease experienced for the Ist one year in the ratio

of deposit to loan continues

Chart 2.2-4: Placement Fields of Banks
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Box 5: Financing of Real Sector

Banks play an important role in financing real sector through credit mechanism . When analyzed as
of the period after 2002, it is observed that about 2/3 of the loans accredited by banking sector is

used in meeting fund resource of real sector . Liability structure of real sector demanding for bank
loans is also significant i n respect of credit m &had) iability sstnubtee ob rpad r
sector and in particular development of loans granted from banking sector were analyzed .Tur ke
500 Big Industrial Organizations (ISO 500) publication  which is published annu ally on a egular basis is
benefited for the analysis. The said organizations include i ndustry sector, mining and quarrying,
manufacture industry and electricity, water and gas sectors which are seen in nationa | income
calculations of Turkey . The said organ izations play an important role in production prices and
added value by a share above 50%. Share of | SO 500 added value in GDP was  8.4% as of 2008. VAT
and SCT paid by | SO 500 constitute 54% of VAT and SCT taken domestically in 2008. Finance
structure of the said organizations is a significant information resource in respect of evaluating credit

demand in banking sector

According to the charts below, liability structure of ISO 500 after 2001 crisis recovered and share of
own -funds increased prominently . The said increase tendency changed in 2008; whle share of
debts increased , share of own -funds decreased by 7 points when compared to the previous year

In 2008, total liabilities total debts and own  -funds increased by 18.8% , 38.3% and 2.7%, respectively .
Within debts, financial debts experienced a record increase by 57.3%. It can be apprehended that
consequent to the increase in foreign credit usage under proper conditions, the increase observed
in exchange rates raising the share of d ebt in liability structure was effective in the said
development (ISO 500, 2008 Special Issue). When analzyed the composition of liablities , it is
observed that share of loans extended from total finance sector within total debts experienced no

significant change in  2001-2008 periods and fluctuted between 45-50%. Hence, it is appraised that
share of loans extended from financial sector did not increase within liabilities .

Chart : 1ISO 500 Financing Structure
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One of the instruments to be used in analyzing financing structure of real sector is the distribution

of foreign debt stock of Turkey . Thus, the development liability usage of real sector from foreign
markets can be analzyed . As it can be oberved from the charts below , foreign debt usage of
private sector increased 4 times in  2002-2009 2nd quarter . Share of private sector within foreign
debt stock increased 2 times when compared to 2002 and reached 66%. Foreign debt stock of
private sector is constituted of debts used by financial institutions and non -financial institutions .
Non -financial institutions increased their debt amount they used from foreign markets in  2002-
2009 2nd qurtaer period by 3.6 times. In the said period, as a consequence of the fact that foreign

debt usage in financial institutions increased by 5.7 times, share of real sector within total private
sector debt , despite the high increase , decreased by 67% from 76%. Long-term structure in
foreign debt usage of real sector continues increasingly . Share of long term debts increased by
82% in the second quarter of 2009 from 74% in  2002. Long -term weight of the debt is conside  red
positive in respect of finance structure
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Chart : Foreign Debt Usage of Private Sector
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Investments of real sector is financed through loans used from domestic and foreign markets

Thus, economic growth is effected positively through
be monitored in the charts below
fixed capital investments display similarl movements

Chart : Total Domestic Demand
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When analzyed credit volume which is the fundamental indicator of financi al intermediation  with

total domestic demand upon annual data, a strong corelation is determined in between

a similarl relation in growth of
domestic credit volume

Chart: Total Domestic Demand - Credit Growth and Fixed Capital Investment - Credit Growth
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Consequently, bank s extend 2/3 of total loans to real sector through c redit mechanism . In

annual total fixed capital investments

. There is
and development of

respect of | SO 500, it is observed that share of debts accredited from financial institutions within
total liabilties experienced no change in and after 2002. In this period, own -funds maintained to
be important in liability structure . Strong relation between credit volume and domestic demand

as well as fixed capital investments  displays the importance of credit mechanism
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Deposit weighted liability structure of banking sector maintains its stable process. Total deposit
experienced a high increase in the third quarter of the year when compared to the previous
quarters and reached to a size by TL 489 billion. When analyzed th e composition of deposit, evident
increase of particularly formal deposit when compared to the previous quarter is noteworthy. As of
September, shares of FX Deposit Account, special current and participation accounts and official

i nstituti on sndotatidegost:credasedvi t h

Table 2.2-10: Development of Deposit and  Part.Accounts

TLMillion Quarterly %Change %Share
12.07 09.08 12.08 06.09 09.09 09.08 12.08 03.09 06.09 09.09 09.08 09.09
Saving 215.505 246.226 268.928 281.030 285.380 3,3 9,2 3,4 1,1 15 58,8 58,4

FX Deposit Accoun 42.081  53.029 65.756  60.806 64.351 18 24,0 1,7 9,1 5,8 12,7 13,2
Comé& Other Ins. 69.803 81.579 83.184 83.253 89.387 5,5 2,0 4,1 4,4 7,4 19,5 18,3
Participation Acc. 14.823  17.653 19.018 22.524 24.634 1,6 7,7 14,2 3,7 9,4 4,2 5,0

Public Ins. 14489  19.774 17.359 19.408 24369 26 -122 162 38 256 47 5,0
PreciousMetal 164 332 355 592 824 142 70 687 12 392 0,1 0,2
Total 356.865 418.593 454.600 467.613 488.945 3,2 8,6 2,8 0,1 4,6  100,0 100,0
Distribution of deposit by size experienced no important change as of September , only the share of
deposit above TL 250.000 within total deposit increaed by about 1 point . In the third quarter of the
year when compared to the previous quarter the increase below TL 10.000 and above TL 250.000
tranches is higher . High consentration in 3 months and above deposit continues . 97% of total
deposit is held by domestic residents . TL deposit constitutes about 65% of total deposit . Share of
deposit subject to insurance within total saving deposit is in a decreasing tendency and realized as

47.5% as of September 2009.

Chart 2.2-5: Maturit y Distribution and Structure of Deposit
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Economic conditions becoming difficult in foreign markets continue to effect borrowing
opportunities from abroad negatively . Ratio of syndication and  securitization loans to total liabilities
decreased by 4.3% in September 2009 from  5.5% in end -2008.

Table 2.2-11: Development of Resources Provided from Foreign Markets

Weighted
USD Billion 2003 2004 2005 2006 2007 Sep08 Dec08 Mar.09 Jun09 Sep09 Average

Maturity
Syndication Loans 3,8 6,5 8,1 125 13,2 13,4 11,2 10,0 9,8 8,9 1,2
Securitization Loans 2,8 3,5 7,0 9,2 13,1 12,9 12,4 12,2 12,1 11,2 6,1
Total 6,6 10,0 15,1 21,7 26,4 26,3 23,6 22,3 22,0 20,1 3,9
Synd. Lo./Tot. For. Res. 2,5 3,3 3,1 4,0 3,0 2,8 2,6 2,6 2,2 1,9
Sec. Lo./Tot. For. Res. 1,8 1,8 2,7 3,0 3,0 2,7 2,9 3,1 2,8 2,4
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2.2.4 Income Statement Analysis of

Total profit of banking sector increased by 41% in the third

effective in the high

Banking Sector

quarter of the year when compared to
previous year and amounted to TL 15.7 billion. As a result of the said increase, profit amount of last
year is exceeded as of the third quarter of this year. The process of net interest incomes was
increase in profit. Net interest incomes increased by 36% when compared to
the same period of last year. Deceleration in interest incomes, due to short term deposit structure,
caused banks to apply decrease from interest expenses

significantly . Within non -interest incomes,

banking services incomes decreased when compared to previous years
growth strategies in 2009, banks maintained a controlled structure in non
income statement items, profits from capital mark

konusu artélta

. Depending on slower
-interest expenses . Within
ets transactions increased significantlyin 200 9 . S°z
mesnaktud méknédyarme te €adlédane id i A e h & k e $eptémber, ol mui t ur .
a profit by TL 348 million was made from foreign currency transactions

- despite the loss made from

derivative transactions - which made a loss by about TL 1.5 billion as of the end of previous year.

Table 2.2-12: Development of Selected Income Statement ltems

TL Million % Distribution Annual Change, %
09.0 09.0 09.0 09.0

12.07 09.08 12.08 9 12.07 8 12.08 9 12.07 8 12.08 09.09
Interests taken from Loans  39.363 36.879 52.110 40.450 55,8 60,3 55,8 61,6 36,2 29,6 32,4 9,7
Int. Taken from Securities 24511  19.646 27.278 21.647 34,7 32,1 347 33,0 13,3 6,7 11,3 10,2
Other 6.679 4610 6.380 3.589 9,5 7,5 9,5 55 25,6 8,3 -4,5 22,2
Int. Incomes 70.553 61.135 85.768 65.685 100,0 100,0 100 100,0 26,3 17,8 21,6 7,4
Int. Given to Deposit 35.444 30.672 43.967 28.269 79,6 80,2 79,6 81,7 26,5 16,9 24,0 7,8
Int. Given to Banks 5.263 4.006 5.632 3.327 11,8 10,5 11,8 9,6 22,4 2,6 7,0 -16,9
Other 3.797 3.585 5.186 2.990 8,5 9,4 8,5 8,6 66,0 27,2 36,6 -16,6
Int. Expenses 44.503 38.263 54.786 34.586 100,0 100,0 100 100,0 28,6 16,1 23,1 9,6
Net Int. Income(Exp.) 26.049 22.872 30.982 31.099 - - - - 22,7 20,7 18,9 36,0
Fees and Commissions
taken from Loans 2.050 1.836 2.518 2.403 12,8 13,8 12,8 16,7 18,8 20,5 22,8 30,8
Banking Service Incomes 8.283 7.464 10.022 7.836 51,7 56,0 51,7 54,5 25,4 25,0 21,0 5,0
Other 5.692 4.025 4.883 4130 355 30,2 35,5 28,7 -10,2 1,8 -14,2 2,6
Total NorHnt. Incomes 16.025 13.325 17.422 14.369 100,0 100,0 100 100,0 9,2 16,4 8,7 7,8
Personnel Expenses 7.974 7.216 9.784 7.709 35,9 37,0 35,9 37,9 22,1 242 22,7 6,8
Provisions 3.031 2.808 3.601 2.732 13,6 14,4 13,6 13,4 25,3 72,9 18,8 2,7
Other 11.213 9.463 13.207 9.908 50,5 48,6 50,5 48,7 14,4 21,4 17,8 4,7
Total NorHnt. Expenses 22.218 19.486 26.592 20.348 100,0 100,0 100 100,0 185 28,0 19,7 4,4
Net Nortint. Income (Exp.) -6.193 -6.161 -9.170 -5.979 - - - - 51,8 63,0 48,1 2,9
Capital Market Trans.
Profit(Loss)(Net) 811 117 1501 1.654 619 289 903,1 826 -169,1 -124,6 -285,0 1308,6
Exchange Profit (Loss) (Net) 1.664 39 -1.497 348 126,9 9,5 -964,8 17,4 -197,2 96,7 -189,9 802,7
Other 459 250 268 0 35,0 61,5 161,6 0,0 -14754 39,1 41,7 -100,0
Tot. Other Norint. Income
(Exp.) 1.312 406 272 2.002 100,0 100,0 100 100,0 -329,9 634 -79,2 393,6
Tax Provision 3.350 2.816 3.218 3.765 - - - - 7,3 11,1 3,9 33,7
Net Profit (Loss) 14.859 11.139 13.422 15.701 - - - - 30,8 5,4 9,7 41,0

2.25 Off -Balance Sheet Transactions

Total off -balance sheet transactions increased by 21.5% in the third quarter of the year when
. Ratio of off -balance sheet transactions to balance

compared to previous quarter
by about 14 points in the period mentioned to

commitments as of the third quarter of the year is determinant of the said increase
is the sub

transactions which
compared to June

34.3%.

BRSA

-sheet increased

78.9%. The increase by 28.5% experienced in

, while other commitments increased by
transactions increased in September

36

54.7%.

. Derivative

-item of commitments increased by 12.3% in September when

All items of derivative
. The highest increase is observed in futures tran sactions by
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Table 2.2-13: Development of Off -Balane Sheet transactions

TLMillion Ratio of BalanceSheet% Increase Compared to Previous Quarter %
12.07 12.08 09.09 12.07 12.08 09.09 12.07  09.08 12.08  06.09 09.09
Tot. Off-Bal. Sheet
Trans. (1+2) 385.544 476.043 629.800 66,3 65,0 78,9 39,0 -3,8 0,2 -1,9 21,5
Non-Cash Loans anc
Lia. (1) 96.743 125.837 129.653 16,6 17,2 16,2 11,6 0,4 4,7 -1,3 0,4
Commitments (2) 288.801 350.206 500.147 49,7 47,8 62,6 51,4 5,1 -1,8 2,2 28,5
Derivative Trans. 160.444 202.872 269.480 27,6 27,7 33,8 -1,0 -11,2 -4,7 3,7 12,3
Option 42.237 30.311 55.823 7,3 4,1 7,0 127,7 0,9 -45,1 21,6 15,2
Futures 1.285 1.751 3.139 0,2 0,2 0,4 66,8 -30,7 0,3 -13,0 34,3
Swap 78.591 133.184 149.340 13,5 18,2 18,7 29,7 2,6 8,2 -11,9 10,8
Forward 33.239 29.260 42.246 57 4,0 5,3 38,4 -20,7 -12,7 -13,5 26,0
Other 5.092 8.366 18.933 0,9 1,1 2,4 11,8 -249,4 -124,7 40,7 9,7
Other Commitments  128.357 147.334 230.667 22,1 20,1 28,9 5,4 4,7 2,2 0,4 54,7

Share of derivative
decreased trend in

increased in September

Chart 2.2-6: Derivative Transactions
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When grouped derivative transactions by quality, it is observed that the weight of money and FX
derivatives continue in

significant increase in

September . The said transactions increased by
the end of previous year

2009. Interest derivatives grew by 35.5% when compared to the end of
previous year and increased its share within total to

18.8%.

Table 2.2-14: Derivative Transactions by the Type of the Transaction

31.9% when compared to
. Stocksdsecurities derivatives, despite the low share, experienced a

TLMillion % stribution

2006 2007 2008 09.09 2006 2007 2008 09.09
Money-FX Derivatives 93.856 140.262 159.038 209.838 86,0 82,3 78,4 77,9
Interest Derivatives 7.784 20.721 37.417 50.695 7,1 12,2 18,4 18,8
StocksSecurities Derivatives 2.802 1.962 862 3.455 2,6 1,2 0,4 1,3
Default Credit Derivatives 255 2.357 2.623 2.077 0,2 1,4 1,3 0,8
Precious Metal Derivatives 151 723 546 907 0,1 0,4 0,3 0,3
Other 4.279 4.457 2.385 2.508 3,9 2,6 1,2 0,9
Total 109.129 170.481 202.872 269.480 100,0 100,0 100,0 100,0
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2.3 Non-Banking Financial Sectors 3

As of September 2009, total asset size of non -banking financial sectors decreased by 3.6% when
compared to the same period of previous year to TL 28.5 billion. Weight of receivables account in

balance -sheet decreased by about 4 points when compared to the same period of previous year
to 78.3%. On the contrary, due to global crisis and economic stagnation, NPL which continously
increase in recent periods increased by 55.6% in September 2009 when compared to the same

period of previous year and consittuted 9. 8% of balance -sheet. Placement amount made to banks
which increased when compared to previous year due to current economic environment
displayed a horizontal process in 2009. Own -funds of the sector of which credit amount it used
decreased when compared to the same period of previous year increased by TL 6.1 billion from TL

5.9 billion. Balance -sheet of the loans granted decreased by 73.7%, while share of own -funds
increased by 21.4%, the highest ratio in recent periods. As a consequence of this development ,itis
apprehended that capital structure of non -banking financial became relatively stronger sector
against the risks the current economic environment exposes.

Total number of companies operate in non -banking financial sector is 139 as of September 20009.
When compared to the same period of last year, number of branches in the sector decreased by 1

to 44, number of representative offices decreased by 24 to 185 and number of personnel
decreased by 723 persons to 4.600 persons. On the contrary, a recovery i s observed in the said
indicators when compared to the previous quarter . Number of customers utilizing the services of the
sector decreased by  31.3%, in paralel , the number of contracts the companies in the sector enact

with customers decreased by  34.8%.

231 Financial Leasing Sector Activities

As of September 2009, asset size of financial leasing sector decreased by 4.9% when compared to

the same period of previous year and realized as TL 15.4 billion. The main reason of the said
development is the increase i n financial leasing receivables by 9.5% when compared to September

2008. The decrease observed in balance  -sheet share of receivables in recent years continues . While
the increase in NPL realized as about 90% when compared to the same period of previous yea r,
balance -sheet share of the said item reached 10.4%. Balance -sheet share of placements made to
banks of which amount increased by 27% in the last one year due to the stagnation in real sector
increased by 8.7% When analyzed liability structure , it is observed that the sum of credit the
companies in the sector used decresaed when compared to the same period of previous year , on
the other hand, balance  -sheet share of own -funds increased and amounted to 21.5%.

Table 2.3-1: Financial Leasing Sector Main Balance -Sheet Sizes

BalanceSheet
Change(%  Share(%)
TL Billion 2006 2007 Sep08 Dec08 Mar.09 Jun09 Sep09 Sep08-09 Sep08 Sep09
Receivables 8,5 11,7 125 139 13,7 12,1 11,3 9,5 81,2 773
NPL 0,3 0,5 0,8 1,0 1,3 1,4 1,5 90,3 52 104
Provisions 0,2 0,3 0,3 0,4 0,4 0,5 0,5 59,7 2,1 3,5
Banks 0,5 0,8 1,0 1,4 1,2 1,3 1,3 27,2 6,5 8,7
Total Assets 10,0 13,7 154 171 169 154 14,6 4,9 100,0 100,0
Loans Accredited 7,3 10,3 12,0 13,7 133 11,8 11,0 8,1 779 753
Own-funds 2,0 2,5 2,9 3,0 3,0 3,2 3,1 8,7 188 215
Total Memorandum Accounts 6,2 8,1 13,4 15,6 15,4 15,9 16,4 22,6 86,8 1119
Guarantees Secured V.y. v.y. 11,8 134 12,9 13,8 13,9 17,3 76,7 94,6
Guarantees Provided A2 VY. 0,6 0,7 0,7 0,7 0,7 11,3 3,8 4,5
Derivative Finlnstruments V.y. V.. 0,5 0,9 1,0 0,6 1,0 110,2 3,0 6,7
Escrow Assets V.y. VLY. 0,3 0,4 0,7 0,7 0,8 151,9 2,1 5,6

When the distribution of financial leasing receivables by sectors is observed, it is seen that the
receivables are more weighted in industry and services sectors. As of September 2009, the NPLs of

3 Financial Leasing Sector, Factoring Sector, Consumer Financing Sector and Asset Manag ement Companies Total
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these sectors have increased nearly by 96% comparing to the
NPL ratio of receivables which has increased also in financial leasing sector due to the effects of
global crisis on the real economy is higher in the agricultural sector than the other sectors; as of
September 2009, NPL ratio of the agricultural sector is 21%. When the functional distribution of
receivables is analyzed, it is seen that SMEs and commercial companies are benefiting the most

from financial leasing services. Comparing to the same period of previous year, only

same period of previous year. The

the receivables

from commercial companies have increased. NPLs in financial leasing transactions made to
households and individual companies have increased by 100% within the last one year, while NPLs

in financial leasing transactions made to commercial ¢
guarantees taken in exchange with the total receivables of the sector have decreased by 15%

within this period.

Table 2.3-2: Financial Leasing Receivables

ompanies have increased by 106%. The

Change(%) Change(%)
Sep.08 Dec.0 Sep.0 Sep.08&
TL Million Sep.08 Dec.08 Sep.09 Sep09  Share within Total % Sep.08 8 9 Sep.09
Rec. 8246 870,1 6521 20,9 Rec. 6,8 6,3 54 27,7
Agriculture NPL  109,8 118,5 176,0 60,3 Individual NPL 10,6 10,5 11,3 100,5
Gua. 730,1 8006 646,5 -11,4 Gua. 7,2 6,8 6,8 -19,9
Rec. 5.541,4 6.264,8 5.160,6 6,9 Rec. 379 409 423 1,3
Industry NPL  354,7 431,1 694,2 95,7 Com. Comp. NPL 28,7 29,8 315 106,8
Gua. 3.498,6 4.121,1 3.006,7 -14,1 Gua. 176 246 274 32,2
Rec. 5.917,0 6.523,7 5.308,6 -10,3 Rec. 51,2 49,3 49,7 -12,0
Services NPL 311,9 406,0 612,4 96,3 SME NPL 58,5 57,0 55,8 79,6
Gua. 3.777,7 4.536,3 3.140,9 -16,9 Gua. 685 636 582 28,2
Rec. 206,9 2359 2079 0,5 Rec. 4,1 35 2,7 41,9
Other NPL 20,4 21,6 17,3 -15,1  Other NPL 2,2 2,7 1,4 18,0
Gua. 230,6 2489 1745 24,3 Gua. 2,7 0,9 0,7 -78,5

*Households + Individual Companies not classified as SME.

The net profit of the period of financial leasing sector has decreased by 51% as of September 2009
comparing to the same period of previous year to TL 214 million. Within this period, total incomes
have decreased by 2.2% and total expenses by 1.1%. In addition to this situation, the considerable

augmentation occurred in tax provisions was affective in t

sector.

Table 2.3-3: Financial Leasing Companies Selected Income Statement Items

he decrease of the total profit of the

Change(%,
Sep.08
TL Million 2006 2007 Jun.08 Sep.08Dec. 0¢Mar.09 Jun09 Sep.09 Sep.09
Financial Leasing Incomes 954,9 1287,4 764,2 1.129,:1.537,¢ 405,7 744,1 1.070,6 5,2
Incomes other that Financial Leasing 1.812,:1.695,42.995,14.301,(6.147,C 1.777,: 3.215,:4.237,7 -1,5
Financial Leasing Expenses 421,5 588,7 384,4 561,8 807,4 208,5 358,0 499,6 11,1
Expenses other than Financial Leasing1.779,¢1.768,£2.845,€ 4.136,15.846,31.689,:3.088,94.152,C 0,4
Activity Expenses 208,8 246,2 115,2 168,8 2225 53,8 107,2 160,3 5,0
Tax Provision 7,8 10,2 7,0 3,6 7,6 22,4 457 71,1 1.865,7
Net Profit/Loss of Period 363,2 348,1 320,1 436,4 590,14 137,6 220,2 213,8 -51,0

The share of financial leasing sector within non
September 2009. In the sector in which the

decreased comparing to the same period of previous year, which is a positive indicator for
risk. Despite the augmentation seen in the profitability indicators of the sector for the
last two quarters, the profitability has decreased comparing to the same period of previous year.

exchange rate

-bank financial sector has decreased to 51.4% as of

credit risk is still increasing, the NPL ratio is above 10%.
The share of FX assets and liabilities within the balance sheet tends to decrease, and FX debts have

On the other hand, the number of companies bearing a loss which was
has decreased to 6 as of September 2009.

BRSA
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Table 2.3-4: Financial Leasing Sector Soundness Indicators

2006 2007 Jun08 Sep.08 Dec.08 Mar.09 Jun.09 Sep.09
Share within NonBanking Sector(%) 50,7 54,5 53,7 522 57,9 583 53,6 51,4
Receivables/Own Funds Ratio 4,3 4,7 4,5 4,3 4,7 4,5 3,8 3,6
After-Tax Profit /Own Funds (%) 18,3 14,1 115 15,1 19,8 4.5 7,0 6,8
After-Tax Profit /Assets (%) 3,6 2,5 2,1 2,8 3,4 0,8 1.4 15
NPL Ratio (%) 3,5 4,2 5,6 6,0 6,6 8,4 10,5 11,8
Reserve Ratio (%) 57,5 52,7 40,5 40,0 37,7 34,2 32,1 33,6
FX Assets /Assets (%) 70,6 70,9 75,0 75,4 79,2 80,1 78,6 78,0
FX Liabilities /Liabilities (%) 71,8 72,6 741 739 76,7 77,9 75,0 72,4
On Balance Sheet FX NEpsition/Own Funds (% 6,0 9,4 4.9 7,8 14,1 12,3 17,8 26,2
Off Balance Sheet FX Net Position/Own Funds 133,6 167,6 264,9 287,3 339,9 336,3 336,1 341,3
Transaction Limit Ratio (<30) 4,7 59 5,0 4,7 4,7 4,9 4,3 3,9
Number of Lossmaking Companies 20 20 10 7 4 2 4 6

As of September 2009, the number of companies operating within the financial leasing sector is 48.
The number of branches has not changed in the sector within the third quarter of 2009 comparing

to the same period of previous year, but

the number of representative offices has decreased by 5

to 78, and the number of personnel has decreased by 207 to 1.316. The number of customers
profiting from the services of the sector and the number of contracts made with these customers
have decreased by 17.7% comparing to the same period of previous year.

Table 2.3-5: Financial Leasing Sector Operational Indicators

Change

Sep.B-
Number 2006 2007 Jun08 Sep.08 Dec.08 Mar.09 Jun09 Sep.09 Sep.09
Nbr. Of Branches 3 10 19 18 18 18 18 18 0
Nbr. Of Rep. Off. 79 65 83 83 80 80 78 78 5
Nbr. Of Personnel 1.311 1.557 1.541 1.523 1.427 1.347 1.339 1.316 -207
Nbr. Of Customers n.d. nd. 75.897 76.882 73.577 69.221 66.040 63.280 -17,7 (%)
Nbr. Of Contracts n.d. nd. 124.082 125.843 121.627 115.207 109.318 103.573 -17,7 (%)

2.3.2 Factoring Sector Activities

Total asset size of factoring sector has decreased by 2% comparing to the same period of previous
year to TL 9 billion. Additionally, 78% of the assets sums of which have increased comparing to
previous quarter is composed by the receivables account.

Table 2.3-6: Factoring Sector Fundamental Balance Sheet Sizes

Change Share within
(%) Balance Sheet (%
Sep.08
TL Billion 2006 2007Jun.08 Sep.0€Dec.08Mar.09Jun.09 Sep.0€ Sep09 Sep.08 Sep.09
Receivables 51 62 75 78 56 54 65 70 92 84,6 78,4
NPLs 01 03 04 04 05 06 05 05 182 4,8 5,8
Provisions 01 02 03 03 04 04 04 04 310 3,5 4,7
Banks 06 04 03 0,6 1,1 0,7 10 1,0 75,8 6,4 11,4
Total Assets 63 76 87 92 78 72 84 90 2,1 100,0 100,0
Loans Granted 42 49 6,1 62 49 45 57 62 0.2 67,4 68,7
Own Funds 18 20 23 25 24 24 24 24 21 26,9 27,0
23,
Total Memorandum Accounts 18,5 4 29,5 32,3 30,6 31,7 338 334 34 352,5 3722
Factoring Transactiongisks
of which are not Undertaken n.d. n.d. 3,2 3,7 3,9 3,7 4,0 2,6 -30,2 40,0 28,5
Guarantees Taken nd. nd. 14,4 15,0 15,6 156 16,7 17,0 13,3 163,9 189,7
Derivative Finlnstruments nd. nd. 1,1 16 1,4 1,7 1,3 08 53,0 17,5 8,4
Escrow Assets nd. nd. 93 102 79 8,38 9,7 10,7 5,0 111,2  119,2

The receivables are discounted to factoring companies because of the economic stability and
liquidity squeeze, which causes the augmentation of receivable amount of factoring sector. The

share of NPLs within the balance sheet, which have increased comparin
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previous year in factoring sector is in a lower level when compared to financial leasing, consumer
financing and asset management sectors. The banks account which is increased since the end of
2008 maintains its level. When the reso urce structure is analyzed, it is seen that the weight of own
funds within the balance sheet is above the non -banking financial sector average. The amount of
loans used by factoring companies has not changed much comparing to the same period of
previous ye ar.

When the sectoral distribution of factoring receivables is analyzed, it is seen that the share of
receivables from industrial sector within total receivables is higher that the others but tends to
decrease, and that the weight of receivables from serv ices sector is increasing. Comparing to the
same period of previous year, the NPLs have increased mostly in receivables from industrial sector,

the highest NPL ratio belongs to industrial sector with 8%. When the functional distribution of
factoring receiv ables is analyzed, it is seen that as of September 2009, nearly 75% of receivables are

from commercial companies. The lowest NPL ratio within the non -banking financial sector belongs
to the factoring sector within the last periods; as of September 2009, th is ratio is 8.8% in receivables
from SMEs.
Table 2.3-7: Factoring Receivables
Change(%) Change(%)
Sep.08  Share within Sep.08
TL Million Sep.08 Dec.08 Sep.09 Sep09 Total % Sep.08 Dec.08 Sep.09 Sep09
Rec. 187,0 126,7 231,3 23,6 IndividuaIReC' 2,1 1,7 2,6 11,8
Agriculture NPL 11,1 12,6 13,0 17,6 . NPL 3,0 3,1 1,6 -36,4
Gua. 222,6 160,7 248,6 11,7 Gua. 14 1,2 3,0 83,9
Rec. 5.011, 3.668,1 4.294,5 -14,3 Rec. 682 69,5 75,7 3,1
Industry ~ NPL 277,2 3285 3720 34,2 ggmp NPL 821 760 715 44
Gua. 6.903 5.308,2 5.887,1 -14,7 " Gua. 724 71,4 65,2 24,1
Rec. 2.040 1.464,1 2.281,3 11,8 Rec. 29,1 284 206 -34,2
Services NPL 145,1 153,3 129,5 -10,7 SME NPL 14,8 20,8 26,7 115,8
Gua. 4.289 3.108,9 3.518,9 -18,0 Gua. 242 253 29,6 33
Rec. 333,1 280,0 218,0 -34,6 Rec. 0,6 0,4 11 58,8
Other NPL 5,6 9,3 11,7 106,9 Other NPL 0,1 0,1 0,3 177,8
Gua. 453,2 3609 348,6 23,1 Gua. 2,0 2,0 2,2 7,8

*Households + Individual Companies not classified as SME.

The profit of period of the factoring sector has decreased by 54% as of September 2009 comparing
to the same period of previous year to TL 249 million. With also the effect of general decline of

nominal interest rates, the decrease occurred in the sectords i ncomes
occurred in the sectords expenses, which is considered
the profit figure. Additionally, the tax provision item has increased by 71% comparing t o the same

period of previous year, which also affected the sector. In the sector, the non -factoring incomes

are higher that factoring incomes, the profits and losses emanated from FX transactions compose
the biggest profit and loss items.

Table 2.3-8: Factoring Companies Selected Income Statement ltems

Change (%

Sep.08
TL Million 2006 2007 Jun.08 Sep.08 Dec.08 Mar.09 Jun.09 Sep.09 Sep.09
Factoring Incomes 1.021,:1.530,¢ 816,2 1.302,£1756,9 352,9 658,6 989,8 -24,0
Non-Factoring Incomes 1.015,(2.203,¢ 715,6 2.078,7 1926,2 679,3 1067,11.456,4 -29,9
Factoring Expenses 503,9 619,5 348,9 571,5 808,1 138,6 254,8 393,8 -31,1
Non-Factoring Expenses 874,1 2.285,C 724,9 1.868,€ 1838,3 676,5 1.022,¢1.396,( 25,3
Activity Expenses 205,7 264,7 1650 257,3 3454 83,7 153,2 223,6 -13,1
Tax Provision 61,0 780 194 31,8 533 12,7 351 544 71,3
Net Profit/Loss of Period 490,8 426,6 200,2 537,8 439,6 52,7 157,5 249,1 -53,7

BRSA 41 Financial Markets Report -September 2009

i s

as



The share of factoring sector within the non  -banking financial sector has increased to 31.6% as of
September 2009 comparing to the same period of previous year. The weight of FX liabilities within

the resource structure is tending to reduce, which indicate s that the exchange rate risk in the sector
is lower than the previous periods. When the profitability of the sector is compared to the other
sectors withinnon -banki ng financi al sector s, it is seen that itos r ¢

return on assets and return on equities of the sector have decreased comparing to the same period

of previous year. The number of companies making loss which was increased within the first quarter

of 2009 has decreased within the last two quarters, which is a p ositive development for the sector.
The NPL ratio of the factoring sector is below the average of non -banking financial sector, as of
September 2009, this ratio is nearly 7%.

Table 2.3-9: Factoring Sector Soun dness Indicators

2006 2007 Jun08 Sep.08 Dec.08 Mar.09 Jun09 Sep.09

Share within NonBanking Financial Sector (%) 32,2 30,0 30,8 31,1 26,3 24,9 29,2 31,6

Receivables/Own Funds Ratio 2,9 3,1 3,2 3,1 2,4 2,3 2,7 2,9
After-Tax Profit/Own Funds (%) 279 21,3 8,7 21,8 185 2,2 6,6 10,3
After-Tax Profit /Assets (%) 7,8 5,6 2,3 59 5,6 0,7 1,9 2,8
NPL Ratio (%) 2,7 4,0 4,6 57 8,2 9,8 7,4 7,4
Reserve Ratio (%) 92,1 870 821 733 77,0 755 79,6 81,2
FX Assets/Assets (%) 11,5 11,6 10,8 11,8 154 131 12,1 115
FX Liabilities/Liabilities (%) 236 240 245 236 351 320 236 20,2

OnBalance Sheet FX Net Position/Own Funds 43,4 46,9 520 436 646 575 403 -323
Off-Balance Sheet FX Net Position/Own Funds 56,2 40,3 157,1 1784 1753 2181 201,3 170,8
Transaction Limit Ratio (<30) 3,0 3,3 3,3 3,1 2,3 2,3 2,9 4,0
Number of Loss making Companies 11 13 15 14 13 24 20 15

As of September 2009, the number of companies operating within the factoring sector is 75. Within

this period, the number of branches has increased only by one to 25 and the number of
representative offices has decreased from 126 to 107. The number of pers onnel in the sector which
was decreasing since the last three quarters has increased slightly within the third quarter of 2009.

The number of customers which has followed a wavy conduct has decreased by 39% comparing to

the same period of previous year. Th e number of factoring contacts is also decreasing since the last
one year.

Table 2.3-10: Factoring Sector Operational Indicators

Change

Sep.08-
Number 2006 2007 Jun08 Sep.08 Dec.08 Mar.09 Jun09 Sep.09 Sep.09
Nbr. Of Branches 3 16 25 24 20 23 23 25 1
Nbr. Of Rep. Off. 147 119 119 126 128 113 100 107 -19
Nbr. Of Personnel 2.425 2912 3.127 3.225 3.009 2.879 2.689 2.769 -466

Nbr. Of Customers  n.d. nd. 65215 61.668 50.228 51.378 35.493 37.641 -39,0 (%)
Nbr. Of Contracts n.d. nd. 127.558 148.825 146.558 99.503 72.639 64.628 56,6 (%)

2.3.3 Consumer Financing Sector Activities

Asset size of consumer financing sector has not changed much within the third quarter of 2009

comparing to the same  period of previous year and is realized as TL 4.5 billion. Within this period

during which the financing loans have decreased, NPLs have increased by 75%. As of September

2009, NPLs are composing 9.1% of the balance sheet. The placements to banks have redu ced

comparing to the same period of 2008. When the resource structure is analyzed, it is observed that

due to the own funds which have reached to their highest level within the latest periods, the

sectords capital structure haspredvieusmenods. st ronger comparing tc
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Table 2.3-11: Consumer Financing Sector Fundamental Balance Sheet Sizes

Change(% Sh. in Bal. Sh. (¢

TL Billion 2006 2007 Jun.08 Sep.0€Dec.08 Mar.09 Jun.09 Sep.0¢€ Sep.0809 Sep.08 Sep.09
Receivables 32 37 40 39 40 3,9 3,9 3,9 2,3 87,8 86,3
NPL 01 01 02 0,2 0,3 0,4 0,4 0,4 74,7 5,2 9,1
Reserves 00 01 01 0.1 0,1 0,1 0,1 0,1 61,7 1,6 2,5
Banks 01 00 02 0,3 0,3 0,5 0,3 0,2 -23,8 7,2 55
Total Assets 34 39 44 4,5 4,7 4,8 4,6 4,5 0,5 100,0 100,0
Loans Granted 28 3,2 35 3,5 3,7 3,9 3,7 3,5 1,1 77,8 79,1
Own Funds 02 03 04 04 0,4 0,4 0,4 0,4 7,3 8,2 8,9
Total Memorandum Acc. 2,2 3,3 11 1,2 0,9 2,1 2,0 2,1 86,6 25,6 48,1
Guarantees Taken nd. nd. 0,1 0,1 0,2 1,0 1,0 11 941,8 2,3 24,1
Derivative Fin. Ins. nd. nd. 10 10 0,7 1,1 1,1 1,1 2,8 23,1 239

When the sectoral distribution of financing loans is analyzed, it is observed that the weight of the
services sector is still continuing. As of September 2009, total financing loans have decreased nearly

by 4% comparing to the same period of previous year, 89% of them are made used to the services
sector. Also the NPLs belonging to this sector have increased nearly by 95% within the last one year.

The NPL ratios belonging to the agricultural and industrial sectors are lower than the ones belonging

to the services sector. Wh en the functional distribution of financing loans is analyzed, it is observed

that the share of commercial companies has decreased and that the SMEs are more and more
benefiting from financing loans. Additionally, non -performing financing loans have alsoi  ncreased
considerably in the SME sector, when compared to the same period of previous year. The NPL ratio

is higher in loans granted to commercial companies, as of September 2009, it is 14%.

Table 2.3-12: Consumer Financing Companies Loans

Change (% Change (%
Sep.08  Share within Sep.08
TL Million Sep.08 Dec.08 Sep.09 SepN9  Total % Sep.08 Dec.08 Sep.09 Sep09
Rec. 10,5 10,9 16,1 52,7 Rec. 425 38,7 389 -12,2
Agriculture NPL 0,4 0,6 0,5 20,6 Individual NPL 40,4 36,5 34,3 48,3
Gua. 26,1 159 29,0 10,9 Gua 39,1 39,7 395 -1,5
Rec. 78,1 889 123,8 58,6 Comm Rec. 19,4 18,8 13,4 -33,7
Industry NPL 5,1 6,5 5,0 -1,3 Comp.. NPL 20,9 21,2 19,8 65,2
Gua 196,0 129,3 2294 17,0 Gua 16,9 17,7 17,7 1,8
Rec. 3.429, 3.356,4 3.348,7 2,4 Rec. 20,8 257 30,3 39,8
Services NPL 180,4 272,6 351,8 95,1 SME NPL 122 24,1 26,8 284,2
Gua. 5.809 5.408,6 5.634,2 3,0 Gua 26,4 23,1 28,1 3,7
Rec. 383,1 368,7 2604 -32,0 Rec. 17,2 16,8 19,5 2,8
Other NPL 46,6 36,7 48,9 4,9 Other NPL 26,4 18,2 19,1 26,1
Gua 149,1 91,7 124,1 -16,8 Gua 17,6 19,5 14,7 -1

*Households + Individual Companies not classified as SME.

The net profit of the consumer financing sector which followed a fluctuated conduct

profitability augment despite the decreas
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has increased
by 530% comparing to the same period of previous year to TL 16.1 million. The FX losses which made

the profit figure decrease in September 2008, are relatively lower within this period, which made the
e seen in the incomes outside consumer financing. The
share of incomes other than consumer financing which are higher than consumer financing
incomes since the beginning of 2008, have decreased within the period of September 2009.
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Table 2.3-13: Consumer Financing Companies Selected Income Statement ltems

Change (%

Sep.08
TL Million 2006 2007 Jun.08 Sep.08Dec.08Mar.09 Jun.09 Sep.09 Sep.09
Consumer Financing Incomes 445,7 565,4 340,7 512,5 688,0 161,1 331,2 499,9 2,5
Incomes other than Consumer Financing 270,6 288,0 546,8 892,7 1514,7 227,5 382,8 492,7 44,8
Consumer Financing Expenses 349,5 441,4 233,6 351,0 490,8 124,4 2449 354,1 0,9
Expenses other than Consumetir 241,5 258,4 544,5 909,2 1523,1 219,4 372,9 483,7 -46,8
Activity Expenses 66,7 80,1 54,2 107,8 138,0 23,8 49,2 79,8 -25,9
Tax Provision 171 279 7,3 89 116 0,1 34 45 49,6
Net Profit/Loss of Period 46,2 456 28,7 2,6 9,5 0,7 41 16,1 530,2
The share of consumer financing sector within non -banking financial sector is 15.7% as of September

2009. The share of FX liabilities within total liabilities follows a high level. The FXNGP to the own funds
ratio is -422% as of September 2009, which shows that the sector is faced to a serious exchange rate
risk. The return on assets and return on equities of the sector have increased compared to the same
period of previous year. NPL ratio of financing loans keep increasing and has reached 10.5%, which
signals that the negative conduct for credit risk is continuing. Within this period, 5 financing
companies out of 10 have made loss.

Table 2.3-14: Consumer Financing Sector Soundness Indicators

2006 2007 June08 Sep.08 Dec.08 Mar.09 Jun09 Sep.09

Sh. within NonBanking Fin. Sector (%) 17,2 155 155 15,2 15,8 16,7 15,9 15,7
Receivables/Own Funds Ratio 135 124 105 10,7 10,6 10,2 10,2 9,7
After-Tax Profit/Own Funds (%) 194 154 7,6 0,7 2,5 0,2 11 4,1
After-Tax Profit/Assets (%) 1,4 1,2 0,7 0,1 0,2 0,0 0,1 0,4
NPL Ratio (%) 24 39 51 59 7,4 9,1 9,3 10,5
Reserve Ratio (%) 465 455 309 303 215 230 255 280
FX Assets/Assets (%) 18,1 17,7 7,7 7,7 9,3 12,4 9,5 9,0
FX Liabilities/ Liabilities (%) 28,8 30,0 358 40,1 439 51,3 49,7 464
On-Bal. Sheet FX NP/Own Funds (%) -153,Z -163, -324,9 -393,2 4315 4975 -480,8 -421,7
Off-Bal. Sheet FX NP/Own Funds (%) 279,5 184, 1232 102,7 82,3 249,6 218,8 206,2
Transaction Limit Ratio (<30) 13,6 12,2 10,2 99 10,8 104 10,6 10,3
Nbr. of Loss making Companies 2 1 4 6 4 4 5 5

As of September 2009, the number of companies operating within the consumer financing sector is

10. The number of branches within the sector, which was 3 as of September 2008 has decreased to
1 within the same period of this year, the number of personnel which is still decreasing within this
period did not change compared to the previous period. In the consumer financing sector, the

number of customers and the number of contracts have decreased by 32% comparing to the same
period of previous year, and the operational indicators keep decreasing.

Table 2.3-15: Consumer Financing Sector Operational Indicators

Change

Sep.08
Number 2006 2007 Jun08  Sep.08 Dec.08 Mar.09 Jun09 Sep.09 Sep.09
Nbr of Branches 6 3 2 3 3 1 1 1 2
Nbr of Rep. Offices 0 0 0 0 0 0 0 0 0
Nbr of Personnel 443 474 537 565 544 529 515 515 50

Nbr of Customers  nd. nd. 382.856 385.947 357.475 301.770 287.471 259.300 -32.8 (%)
Nbr of Contracts nd. nd. 398436 401.832 371.965 314.146 300.855 273.099 -32.0 (%)

2.3.4 Asset Management Companies Activities

Total assets of asset management companies have decreased by 17% within the third quarter of

2009 comparing to the same period of previous year to TL 366.3 million. The loans taken over by the
companies of the sector have decreased considerably within this period, while the share of NPLs
taken over within the balance sheet has reached to 93.4%. The reserves allocated for loans have
increased by 127% comparing to the same period of last year, which shows the effect of increasing

credit risk . The own funds which decreased to their lowest level within the first quarter of 2009, have
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started to re -increase within the last two quarters. The share of own funds within the balance sheet is
in the same level as it was last year. The amount of loans used by the companies within the sector
has decreased nearly by 17% comparing to the same period of last year.

Table 2.3-16: Asset Management Companies Fundamental Balance Sheet Sizes

BalanceSheet
Change (¥ Share (%)

TLMuillion 2007 Sep08 Dec08 Mar.09 Jun09 Sep09 Sep.0809 Sep.08 Sep.09
Banks and other Fin. Ins. 28,5 40,2 30,2 40,9 52,2 52,4 59,3 96,2 6,8
Loans Taken Over 34,7 58,9 58,9 17,9 16,2 14,9 18,0 69,4 13,3
NPLs Taken Over 90,6 243,4 320,7 311,0 293,8 2933 3420 6,6 72,6
Reserves 33,2 32,7 32,6 7,8 5,9 5,9 74,0 1274 7.4
Total Assets 241,3 3775 442,0 369,8 374,1 3716 366,3 -17,1 100,0
Loans Taken Out 157,1 2584 2959 287,1 309,8 267,7 2433 -17,8 61,0
Own Funds 72,9 1075 1406 74,8 59,1 97,5 116,2 -17,4 37,8
Total Off-Balance Sheet
Accounts 123,9 95,6 94,2 188,55 1957 238,8 172,12 82,7 21,3
Guarantee Letters 2,4 12,9 11,1 16,3 16,8 20,1 10,0 9,1 2,8
Commitments 5,8 5,8 3,6 5,6 4,7 45 3,7 51 0,8
Derivative Finlnstruments 41,4 3,9 3,9 28,2 30,1 74,0 7,8 102,7 0,9
Escrow Securities 72,9 73,0 74,3 137,0 137,0 140,2 150,5 102,5 16,8

The asset management sector which was loss making within the last periods has moved into profit
and as of September 2009, the net  profit of period is realized as TL 14.2 million. The main reason for
this profit is that the interests taken from loans make the interest incomes to increase considerably.

The high augmentation of fees and commissions given to items other than loans has ca used that
the figure of net fees and commissions incomes to be negative.

Table 2.3-17: Asset Management Companies Selected Income Statement ltems

Change(%)
TL Million 2007 Jun08 Sep.08 Dec.08 Mar.09 Jun09 Sep.09 Sep.08 Sep.09
Interest Incomes 6,3 3,7 54 2,4 0,8 2,3 93,1 1.631,5
Interest Expenses 12,1 8,5 12,8 15,5 5,8 11,3 19,2 50,4
Fees and Commission Income 1,5 1,2 0,8 2,4 4,7 7,5 5,2 -757,2
Other Activity Incomes 18,8 9,7 25,2 24,2 13,3 21,1 47,3 87,4
Other Activity Expenses 314 201 29,7 36,5 8,1 17,2 26,9 9,3
FX Transaction Profit/Loss 4,6 2,9 0,0 -33,3 -25,5 9,1 0,0 0,0
Tax Provision -1,6 -1,7 0,7 2,2 1,0 0,1 -1,2 63,5
Net Profit/Loss of Period 20,9 -11,3 8,5 54,7 17,4 5,3 14,2 -267,5

The share of the sector within the non -banking financial sector is 1.3% as of September 2009. The
return on assets of the sector is 4% and the return of equities is 12%. 3 out of 6 asset management
companies operating within the sector, is lossmaking as of Sep te mber 2009. The weight of FX assets
and liabilities within the balance sheet has reduced considerably compared to the same period of

previous year, which shows that the exchange rate risk to which the sector is exposed has relative ly
decreased. The NPL ratio of the sector has increased comparing to the third quarter of 2008.

Table 2.3-18: Asset Management Sector Performance Indicators

2007 Jun08 Sep.08 Dec.08 Mar.09 Jun09 Sep.09

Share within NorBanking Fin. Sector (%) 0,9 1,3 1,5 1,2 1,3 1,3 1,3
Own Funds/Receivables Ratio 58,2 35,6 37,0 22,8 19,1 31,6 32,3
After-Tax Profit/Own Funds (%) -28,7 4,7 6,0 -73,1 -29,5 5,4 12,2
After-Tax Profit/Assets (%) 8,7 -1,3 -1,9 -14,8 4,6 -1,4 3,9
Reserve Ratio (%) 36,6 13,5 10,2 25 2,0 2,0 21,6
FX Assets/Assets (%) 55,1 32,1 26,1 19,1 24,6 22,6 11,0
FX Liabilities/Liabilities (%) 67,2 69,4 64,0 78,4 83,1 63,2 13,9
OnBal. Sheet FX Net Position/Own Funds (* 40,1 -131,0 -119,3 -292,9 -370,5 -154,9 9,2
Nbr of Loss making Companies 2 4 5 4 4 5 3
Total Nbr of Companies 5 6 6 5 5 6 6
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3 RISK, CAPITAL and PROFITABILITY EVALUATION
3.1 Credit risk

The total cash loan volume has increased by 2.1% in September 2009 compared to June to TL 375.7
billion. TL loans have increased by 2.5% as of September 2009 comparing to the previous quarter

and the FX loans have increased by 0.7%. The distribution of loa ns by monetary units has not
changed in September 2009 comparing to the previous quarter. Within this period, the share of TL

loans within total loans is 73.4% while the share of FX loans within total loans is 26.5%.

Non -cash loans and liabilities have increased by 0.4% as of September 2009 comparing to previous
period. When the distribution of non  -cash loans and liabilities by monetary units is analyzed, it is
observed that the share of TL loans have increased to 40.3% comparing to previous period while the
share of FX loans have decreased to 59.7%.

As of September 2009, the distribution of total loans by maturity has not changed much comparing

to previous period. 57.3% of total loans is composed by long -termed loans, while 42.7% is composed
by short -termed ones. It is seen that the maturity structure of individual loans is still prolonging. This
situation indicates the risk -creating potential of credit card which is a payment instrument.

Table 3.1-1: Distribution of Loans by Maturity and Monetary Unit

% Loans Credit Cards Consumer Loans
Mar.09 June09 Sep09 Mar.09 June09 Sep09 Mar.09 June09 Sep 09
Total ShortTermed 42,0 42,7 42,7 98,6 98,1 97,4 7,1 6,9 6,8
TL 33,5 35,1 35,3 98,5 98,0 97,2 7,1 6,9 6,8
FX 8,5 7,6 7,4 0,1 0,1 0,2 0,0 0,0 0,0
Total LongTermed 58,0 57,3 57,3 1,4 1,9 2,6 92,9 93,1 93,2
TL 36,8 38,0 38,1 1,4 1,9 2,6 92,8 93,1 93,1
FX 21,2 19,3 19,2 0,0 0,0 0,0 0,0 0,1 0,1
Total 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0
TL 70,3 73,1 73,4 99,9 99,9 99,8 100,0 99,9 99,9
FX 29,7 26,9 26,6 0,1 0,1 0,2 0,0 0,1 0,1

As a result of the ongoing effects of the global crisis on the Turkish economy, the augmentation of

the amounts of NPLs concerning the loans granted by banks is still continuing. The NPL of the
banking sector has increased by 12.8% within the third quarter of year comparing to the second
quarter to TL 21.2 billion. The amount of the reserves allocated has also increased dependent on

the augmentation of the NPL. Within this period, the amount of reserves allocated for the NPLs has
increased by 13.9% comparin g to the previous quarter. This ratio is conducting above than the
augmentation of the NPL, which caused that the reserves allocated to the gross NPL ratio to
increase within this period. The mentioned ratio has increased to 80.4% as of September 2009. Thi S
situation is evaluated as a positive development for the management of the loans risk.

Table 3.1-2: Development of NPLs

TL Million NPLs (Gross) Reserves for NPLs Reserves/ Gross NPL (%)
Mar.09 June09 Sep.09 Mar.09 June09 Sep.09 Mar.09  June09 Sep.09
Deposit 15.821 17.329 19.741 12541 14.140 16.161 79,3 81,6 81,9
DIB 209 258 271 188 192 194 90,0 74,5 71,5
Participation 1118 1.204 1191 563 634 687 50,4 52,7 57,7
TOTAL 17.147 18.790 21.202 13.292 14.967 17.042 77,5 79,6 80,4

In the analysis of the credit risk to which the banks are exposed, it is important to investigate the
financial situation and the solvency of the household and the companies sector. When the assets

and liabilities of the household is analyzed within this framework, it is seen that they kee p increasing,
even if they have slackened. The liabilities to the assets ratio have  decreased by 0.3 points to 25.9%
within the third quarter, when compared to June 2009. This ratio being considerably low comparing

to USA and EU countries, it is evaluated that the indebtedness level of the household is not too high

and it is manageable. Within this context, when the household balance sheet is analyzed as of
September 2009, it is observed that there are no concrete indicators which may cause the
augmentation  of the credit risk to which the banks are exposed.
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Table 3.1-3: Household Financial Assets and Liabilities

TL Billion 2003 2004 2005 2006 2007 2008 Mar.09 June09 Sep.09
Assets
Ind. Pension Fund 00 0,3 12 28 46 6,0 6,9 7,7 8,5
Shares 92 124 158 157 175 10,8 14,0 18,6 23,0
Government Debt Sec.+Eurobond 36,1 41,0 33,3 27,7 19,2 19,7 20,7 17,7 14,8
Sav. Dep., Part. Fund and Current Acc. 100,9 124,6 147,8 185,4 215,5 288,0 300,0 303,9 3101
Money in Circulation 98 124 182 244 250 29,3 31,9 32,1 34,8
Total 156,0 190,8 216,4 256,0 281,8 353,8 373,5 380 391,2
Liabilities
Consumer Loans 59 12,8 29,7 48,0 67,7 832 826 85,6 87,9
Credit Card DebBalance 1,7 44 75 10,7 126 11,7 126 12,1 11,5
Cons. Fin. Comp. Loans 04 0,9 18 12 13 1.2 1,1 1,2 1,2
Ind. Fin. Leasing Debts 05 09 10 0,9 0,8 0,7
Total 80 18,1 389 604 825 971 972 99,7 101,3
Liabilities/Assets (%) 51 95 180 236 29,3 274 26,0 26,2 25,9

Ind. Loans/Private Final Goods Consumption( 2,5 45 84 11,2 132 14,6 - - -

The data of 2005, 2006 and 2007 include consumer loans granted by banks, participation banks

and consumer financing companies and the NPLs regarding these loans, debt balances of credit

cards with installments and NPLs concerning credit cards. The loans am ounts are the groos figures
including NPLs. The credit card debt balance is composed of debt balance of credit cards with
installments and NPLs concerning credit cards.

Source: BRSA, TSI, CMB, CBRT, CRA

The negative development concerning the analysis of household -based credit risk is the
augmentation of the unemployment. Even if as of July 2009, the unemployment rates were
decreased comparing to the beginning of 2009, the general augmentation seen in ump loyment

rates after the crisis causes the incomes of the household to decrease, creates pressure on its
solvency and causes the NPLs of banks to increase.

When the credit risk to which the banks are exposed because of the companies sector is analyzed,

it is seen that the diminution of internal and external demand and the recession of the loan

channels create a pressure on the financial structure of companies, as well as their solvency. In

parall el with the diminution of t ih reskddrreasikgspolicies,pthee t i t e f or
tightening of loan granting standards may cause the companies with high level of indebtedness

and of which credibility may reduce within the crisis environment to have difficulties to reach new

borrowing channels and to han  dle their present debts.

Table 3.1-4: Maturity Distribution of Foreign Short -Termed Debt of Private Sector (Banks Excluded)

2009 2010 Total Up

USD Million June  Jul Aug Sep Oct Nov Dec Jan Feb  Mar Apr May to1year
Long-Termed 4304 2576 2.508 3.834 3.889 2.721 3.388 2.783 1.806 2.605 2.084 3.093 35.591
Non-Ban. Fin. Ins. 731 552 814 598 474 501 850 497 228 510 245 281 6.281
Non-Financial 3.573 2.024 1.694 3.236 3.415 2220 2538 2.286 1578 2.095 1.839 2.812 29.310
Short-Termed(*) 446 150 163 142 95 160 145 395 51 48 46 53 1.894
Non-Ban. Fin. Ins. 87 43 33 38 18 24 23 15 22 21 28 18 370
Non-Financial 359 107 130 104 77 136 122 380 29 27 18 35 1.524
Total 4750 2.726 2.671 3.976 3.984 2.881 3.533 3.178 1.857 2.653 2.130 3.146 37.485

(*) Commercial loans are excluded. Source: CBRT.

Within this framework, another risk indicator of the companies sector is the difficulty which may be
occurred in re -payment of short -termed debts for abroad within the present economic conjuncture.
According to CBRT statistics, the private sector has a deb t payment amounting USD 14.3 billion
within the period of September -December 2009. In addition, even if the number of protested
cheques has started to decrease since June 2009 according to the data of CBRT, the amount of
protested bills follows a floated ¢ onduct, which shows that the stress in domestic commercial
activities is still continuing.
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