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EXPLANATION

The BRSA having the 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 global and national economic developments in
macroeconomic financial framework section; developments in money and
capital markets as well as performance analysis of banks and financial
leasing factoring and consumer financing institutions and asset management
companies in sector basis in developments in financial sector section;
evaluations on riskiness level, capital adequacy and profitability analysis of
banks as well as scenario analysis in the last section.

In this Report, data related to banks, unless otherwise specified, cover
domestic and foreign branches of banks, and are presented by
consolidating thereof.

The BRSA takes necessary measures to ensure the quality and accuracy of
the data within the tables and charts presented in this Report. Nevertheless,
the BRSA declines any liability on account of the data presented via this
publication.

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

The Report was prepared depending on data received from the database
by the date of September 14, 2010. The updates following the mentioned
date are outside the scope of the Report.
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GENERAL EVALUATION

The economic performance of the first quarter of the year was stronger than expected and the
2010 growth forecasts for the global economy were updated upwards. As a matter of fact, the
IMF has raised the global product increasing ratio for 2010 from 4.2% to 4.6& in its July 2010 report.
Furthermore, the fact that France and Germany have shown both high growth ratios within the
second quarter of 2010 has affected positively the 2010 predictions made for developed
economies. The deepening of some developed countries’ public debt stock and this turning into a
country risk has affected the financial markets negatively. These developments have limited
relatively the credit supply of the banking sector. All these matters signify that the global economic
activity may have some difficulties within the second half of the year. The economic performances
of developing countries which are considered as the impulsive power of the global growth have
also updated from 6.3% to 6.8% for 2010. The 2011 forecast made by the IMF is brought down by
0.1 points o 6.4%. The increasing country risks were effective in the developments in financial
markets. The losses occurred in stock markets within the period of April-June were compensated
partially after July. However, the decrease in the appetite for risk and is stfill contfinuing, as well as
the relafive increase in spreads.

The Turkish economy is still on its fast recovery process entered within the first quarter of 2009. As a
matter of fact, it caught a double-digit growth performance within the first two quarters of 2010,
which are respectively 11.7% and 10.3%. With its present performance, Turkey maintains its position
which is better compared to other equivalent countries, by managing well the process of global
crisis. The positive developments in labor market are continuing. The values for the latest period of
data qualified as pioneer indicator such as industrial production, capacity usage ratio, consumer
confidence and real sector confidence show that the recovery rate of the economy will reduce
moderately within the third quarter of 2010. Despite the intfernal demand maintaining relatively its
strength, the decline seen in external demand in parallel with the problems appearing in European
countries has brought along a perceivable problem of external frade and current deficit.

The asset size of the financial sector has increased by 18% as of end-June 2010, comparing to the
same period of previous year. Total asset size of banks has increased by 18.3% as of June 2010 and
the banking sector has maintained its weight with a share by 80% within the financial sector.

The growth of the banking sector in terms of branches and personnel is confinuing despite the
slowdown occurred in 2009. The increase occurred in the number of personnel within the second
quarter of 2010 is almost three fimes more than the increase in the first quarter. This development
shows that the sector which continued to provide employment to the sector recently during the
economic recession period with minimum employment loss has a bigger potential o confribute
more to the employment within the periods of growth.

Capital adequacy ratio of the sector has decreased to 19.2% as of June 2010, but it is still
considerably higher than the legal limit as well as the target ratio. Free capital/total own funds ratio
maintaining its increasing tendency and the increasing fendency of total own funds, together with
the CAR level, present a strong appearance in terms of capital structure. The share of off-balance
sheet transactions within total balance sheet size which keeps its level around 70% since the
beginning of 2009 has approached to 100% by June 2010, with also the effect of considerable
augmentations occurred in derivative transactions and revocable unused credit lines (56% and
1.442.4% respectively). Most important subcomponent of the growth by 23.5% observed in loans
item within the second quarter of 2010 is the operating loans which have increased by 46.5%
comparing to the previous period. Within this period, high growth ratios comparing to previous
period were caught in all subgroups of loans, except for other investment groups. Consumer loans
have increased by 26.7% on June 2010 comparing to the same period of previous year, while the
growth of credit cards by 13.5% may be seen as a sign of reanimation of internal demand in the
economy. The growth rate of exportation loans kept increasing during June 2010, which is a
positive fact for exportations.
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Total assets of non-banking financial sector kept increasing despite the negative effects of the
global crisis. Total assets have increased by 4.8% as of June 2010 comparing to the same period of
previous year, from TL 28.8 billion to TL 31.8 bilion. Within this period, in sectoral basis, total assets of
financial leasing, factoring, consumer financing and asset management companies are
respectively; TL 14.2 billion, TL 12.3 billion, TL 4.7 billion and TL 484.5 million.

When the sector weights inside the non-banking financial sector are analyzed, it is seen that the
share of financial leasing has decreased from 53.6% to 44.8% during the last one year, while the
share of factoring sector has increased from 29.2% to 38.8% during the same period and that the
shares of consumer financing and asset management companies have not changed and
remained respectively 15% and 1.5%.

Non-banking financial sector has shown a very positive performance in terms of profitability within
the first half of year 2010. The net profit of period of financial leasing, factoring, consumer financing
and asset management companies are respectively TL 268.3 million, TL 193.7 million, TL 29.2 million
and TL 27.4 million.

In the banking sector, while the amount subject to loan risk keeps increasing, the decline of non-
performing loans of banks is still continuing. Nom-performing loans of the banking sector have
decreased by 2% within the first quarter of 2010 comparing to previous quarter to TL 21 billion, while
NPL ratio has decreased from 4.9% to 4.4%. Credit cards are sfill the subgroup having the biggest
share among non-performing loans.

It is seen that banking sector’'s amount subject fo market risk has increased by 3.3% to TL 28.5 billion
during the mentioned period. The decline seen in the government debt securities (GDS), stocked
in banks’ commercial portfolios is interesting.

Within the period of June 2010, both legal liquidity adequacy ratio and FX liquidity adequacy ratio
concerning the first maturity french have reduced comparing to the period of March 2010. Within
this period, due to the augmentation of derivative transactions creating liabilities, the liquidity
adequacy ratios concerning the second maturity french have also decreased. The stock value
liquidity ratio, calculated fo see and evaluate the balance of liquidity between the banks’ assets
and liabilities and which was 10.9% as of March 2010, is realized as 10.8% as of June 2010 and
maintained its conduct exceeding the legal limit.

The analysis made to see the loan concentration has shown that as of June 2010, the share of total
loans bigger that the 10% of the own funds within the own funds has increased by 11.3 points fo
34.9% comparing to the first quarter of 2010. At the present, 49.2% of loans is higher than TL 1 million.
The concentration in terms of number of customer belongs to the group of loans lower than TL 51
thousand. 98.1% of loan customers have used loans lower than TL 51 thousand. The current deposit
and deposit with maturity up to 3 months are composing 92.5% of total deposit. This situation is a
structural particularity of the Turkish banking sector.

The capital adequacy ratio (CAR) of the banking sector is 19.2% as of June 2010. The decrease by
0.7 points occurred in CAR during the second quarter of year is due fo the augmentation of risk
weighted assets by 6.9% face to the increase of own funds by 2.9%. The augmentation of risk
weighted assets is basically composed of the increase of the amount subject fo credit risk. During
the second quarter of year, the CAR of development and investment banks has increased
partially by 0.1 points, while the CAR of other function groups have decreased because of relative
augmentation occurred in amounts subject to credit risk.

Net profit of period of the banking sector has increased by 10.4% to TL 12.2 bilion during the
second quarter of 2010 when compared to the same period of previous year. Annual increasing
rate of the profitability is realized below the increasing rate seen in previous quarter. Total incomes
of the sector have decreased by TL 5.5 bilion comparing to the same period of previous year,
while total expenses have decreased by TL 6.9 bilion. The decrease occurred in total expenses
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due to the decline of special reserves kept for non-performing loans by TL 1.9 bilion has affected
positively the profitability.

Return on assets and return on equities of the banking sector are respectively 2.6% and 19.1%
within the second quarter of 2010. As of June 2010, the income creation rate of assets has
decreased by 1.7 points because of the decline seen in interest rates. The interest incomes to
interest expenses coverage ratio has increased within the second quarter of 2010 comparing to
June 2009 but has decreased comparing fo previous quarter. The net inferest margin has reduced
partially comparing to the same period of previous year.

The results of sensitivity and scenario analysis applied within the scope of stress test have shown
that even under possible shocks applied to risk factors, the sector’s capital adequacy remains
strong. According to sensitivity analysis results, the sensitivity of the banks’ total commercial
portfolio value face to the variations of inferest rates has decreased comparing to previous period,
while its sensitivity face to the variations of stock prices has increased. According to scenario
analysis results have shown that the scenario with the highest estimated total loss is the one with
the augmentation of interest rate. The estimates loss appears to be less in scenarios concerning the
decline in ISE. The effects on the estimated CAR are in parallel with the results of estimated loss.
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1 MACRO FINANCIAL FRAME
1.1 Global Frame

1.1.1  Macro economic Developments and Risks

By stronger performance of emerging economies than foreseen in the first half of 2010, global
economic activity came closer to its pre-crisis level. The performance experienced in this
period led 2010 global growth predictions of IMF to increase from 4.2% to 4.6%. However,
stagnancy risk towards the second half of the year increased due to the developments
experienced in financial markets. Depending on the concerns related to public debt
sustainability, a new credibility problem in developed economies is in question. This affects
negatively the growth performance of developed economies which still operate with low
capacity. A relative slowdown which grows faster than expected in the first half of 2010, is
foreseen towards all emerging economies, especially for Asia.

Chart 1.1-1: Global Growth and Inflation Trends
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When Euro Zone economies are analyzed, it is seen that Germany and France reached high
growth rates in the second quarter of the year. In the same period, due to the increase in
public debt sustainability risks of some countries in Euro Zone, economic performances
decreased remarkably. This situation points out that growth and macroeconomic stability
views which vary according to regions are also experienced within the region. It is thought this
situation will complicate global and regional policy coordination in the coming period.

As a result of the performance realized in the first half of 2010, 2010 growth predictions of
developed economies has been updated as 2,6%. The prediction for 2011 which is foreseen
as 2,4% has not changed. Public debt, unemployment and limited loan supply are seen as the
main obstacles against the economic performance of developed economies.

When emerging economies are analyzed, it is observed that strong growth performance
confinues in the leadership of some Asian economies and some Latin American economies.
Ongoing increase in global frade volume has supported growth performance of many
emerging economies. Nevertheless, the voldfility in Euro Zone finance markets and the
increase in product prices bring negative effects on this performance in the following period.

When global price developments are analyzed, it is seen that upwards movement is not
expected due to two main factors. The first one is decreases observed in prices of many
products as a result of the volatility in financial markets. The other one is the fact that the
capacity utilization which has already a low trend in developed economies prevents the
pressure on prices and accordingly, inflation concerns are low in this period. On the other
hand, the increase in food prices, mainly in cereal, as of the second half of 2010 has negative
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effects on global prices. In July, the IMF predicts that CPI inflation for 2010 for developed
economies and emerging economies will be 1,4% and 6,3%, respectively.

Chart 1.1-2: JPMI Production Indexes and OECD Compound Leading Indicators
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Source: IMF and Bloomberg

When shorter maturity and leading indicators related to economic activity is analyzed, it is
observed that the relative slowdown experienced in the second half of 2010 is observed more
clearly. Monthly JPMI global index decreased from 57,8 in April fo 54,3 in July. Nevertheless,
despite the mentioned regress, JPMI is still over 50 which is the threshold value. Parallel with
the development in monthly global production index, it is seen that OECD compound leading
indicators are at climax. It points out to a fast loss in growth in general for the coming period.
According fo the leading indicators, it is understood that there will be a growth below the
frend for France, Italy and China in the near future period. USA compound leading indicator
index decreased for the first time since February 2009.

Table 1.1-1: Public Debt and Budget Deficit in Developed Economies
Gross Gross Central

Average Debt Financing Financing  Government

Maturity Expired Budget Budget Need Need Debt Stock
Ratio to GDP (%) (Year) 2010 Deficit 2010  Deficit 2011 2010 2011 (2009)
France 6,7 16,9 -8,0 -6,2 24,9 16,3 57,0
Greece 7,8 13,4 -8,1 -7,6 21,5 22,4 16,6
Ireland 7,0 7,7 -11,9 -11,2 19,6 16,5 47,3
Italy 6,9 21,2 -5,2 -4,4 26,4 18,8 90,3
Holland 57 13,6 -6,9 -6,2 20,5 16,1 44,8
Japan 55 54,2 '9:8 -9,2 64’0 40,7 15872
Portugal 6,4 13,0 -7,7 -6,7 20,7 18,9 65,9
Spain 6,8 10,3 -9,3 -7,0 19,6 16,2 42,6
England 13,3 8,6 10,4 -8,4 19,0 12,7 55,5
USA 4,7 21,2 10,7 '810 31,9 19,0 48’5
Average 7,1 18,0 -8,8 -7,5 26,8 19,8 72,7
Source: IMF

Public finance measures implemented in order to support the financial system and prevent
economic stagnancy distort public balances and complicate the debt management. As a
maftter of fact, the management of the debt stock which increased sharply has become an
important global problem. Budget financing need in developed economies are expected as
26,8% and 19,8% of the national income for 2010 and 2011, respectively. It is predicted that
the menfioned high-amount of financing need will complicate the management of the debt
stock in the future.
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Chart 1.1-3: Public Balance and Debt Stock
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A sharp decrease is experienced in capital movements towards emerging economies due to
the global crisis; however a rapid increase is experienced again especially depending on
quick recovery of those economies. 2009 year-end data and the latest IIF predictions point
out that there is a slowdown in the mentioned increase. Development of the capital inflows in
the current conjuncture is seen as a instability factor for global economy especially for
emerging economies. As a matter of fact, it is seen that economies having current account
surplus accumulations reserves besides supporting domestic demand recovery attempts.

Table 1.1-2: Global Liquidity
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In addition to the public finance measures being implemented within the framework of
struggle with global crisis, there is monetary expansion in developed economies. This led to an
increase again in global liquidity. This increase has led to recovery of global capital
movements. These developments are effective on asset prices, real interest and exchange
rafes in economies who receive global capital inflows. Accordingly, the use of exchange rate,
interest, reserve, public finance and audit policies towards capital inflows (which are
supported by global liquidity increase) by emerging economies in an efficient manner is
important for financial stability.
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Table 1.1-3: Capital Movements Towards Emerging Economies
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According to latest predictions of the IIF, private capital inflow towards emerging economies
are expected to increase by 33,5% when compared to 2009 o be realized as USD 708,6 billion
in 2010. As in 2009, direct investments are remarkable as main determining item in private
capital movements in 2010, as well. Nevertheless, acceleration of portfolio investments is also
observed in some emerging economies including Turkey.

Chart 1.1-4: World Trade Volume and Current Transactions Balance
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Global frade volume increased by 25% in the first half of 2010 when compared with same
period of previous year. The increase as of second half of the year was about 7%. Global
frade increase trend is predicted fo be in a decreasing trend in the third quarter of the year.
Especially, frade volume which increased by confribution of Asian economies was effective
for realization of global growth rate above the value predicted in the first half of the year.

When short-term interest rates which are policy instruments in developed economies are
analyzed, it is seen that low levels continue and no changes occurred. It is determined there is
slackening in long-term interest rates due to the fact that performances of developed
economies had parallel movement with the expectations.
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Chart 1.1-5: Interest Rates by Selected Countries
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1.1.2  Developments in Financial Markets and Risks

Global financial risks increased especially depending on the increase in country risks. The fact
that the increase in country risks of some developed countries triggered a limitation in baking
system loan supply again led to a relative distortion in financial markets and global financial
system view. In the second half of the year, prices of financial assets and risk appetite
decreased. However, additional measures announced on national and international scale
and the declarations towards maintaining measures being applied provided relief in the
volatility of markets.

USA financial position index which was prepared by Bloomberg points at a distorfion in the
second quarter of the year. As of June 2010, it is seen that the distortion diminished and the
index came closer to its level in end-2009. When MSCI World, MSCI Europe and MSCI Emerging
Markets which are the main indexes relating to capital markets are analyzed, it is seen that
there is a similar trend. Following the increase in 2009, there is a volatile view with moderate
increase in the first quarter of 2010 and decreases in the second quarter. Predictions related to
decrease in growth performances of some emerging economies related to third and last
quarter of the year led o increase in the tension and volatfility in capital markets.

Chart 1.1-6: BFCUIS and MSC Indexes
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Source: Bloomberg

When analyzed by December 2009- August 2010 period, it is seen that there is increase in capital
markets excluding Italy and Greece. However, when eight-month period is analyzed, it is seen that
there are sharp decreases in the second half of the year.
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Table 1.1-4: % Changes in Stock Exchanges as of August 2010

National Currency usD
08.2010/ 06.2010/ 08.2010/ 08.2010/ 06.2010/ 08.2010/
06.2010  03.2010 12.2009 06.2010 03.2010 12.2009

MSCI-World 6.3 20.3 20.3
MSCI-Emerging

Markets 8.3

MSCI-Europe 9.6

DJI (USA) 5.1 5.1 17.0
Nikkei 225 (Japan) 15 [ 108 96 2.2 5.4 3.6
DAX (Germany) 6.6 [ 22 9 ESsaE 264
BOLSA (Mexico) 43 [ 02 3.2 - 63

Bovespa (Brazil)

Ireland 1.5

O
(o)}

(VN
N ©o

RTS (Russia) 8.3 .

ISE100 (Turkey) [ 124 INGZNN540N | 74 DESOIHGs N
Shenzen (China) 10.1 22.3 45.9 102 45.1

FTSE Italy Comp. 8.7 -23.0 -4.4 3.9 4.0

Ibex (Spain) -22.8 1.3 1.5

PSI Comp.(Portugal) 88 76 163 4.0 94 26.6
Athens Com.Greece) -37.2 -15.3 149 30.6 7.8

Source: Bloomberg

In June 2010-August 2010 periods, some increases are observed especially in Turkey, Spain and
Brazil. Furthermore, in this period, an upward trend is observed in Greece capital market.

LIBOR-OIS spreads displayed an increase parallel with the improvement in capital markets in
April-June period. The increase observed in all periods ceased as of July and relative
relaxation is realized in markets. While the progress in spreads is observed basically in US dollar
spreads, euro spreads contfinued to display fluctuating trend after the increase experienced.
This is mainly a result of the pressure of the rise in country risks on liquidity in these countries.

Chart 1.1-7: LIBOR-QIS Spreads
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Source: Bloomberg

Fluctuations in global financial markets caused global risk appetite to decrease. This situation
is a reflection the increasing riskiness. When VIX, among global risk indicators is analyzed, the
sharp increase in the second quarter of the year is clearly observed. Although there is a
decrease in VIX in the following period, levels of end-2009 could not be maintained.
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Chart 1.1-8: VIX and ITraxx
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CDS spreads by countries increased in the second quarter of 2010, as compared to end of
previous year, and displayed relative decrease in following months. Increase of country risks
especially in some developed country economies caused developed country-emerging
country difference in CDS spreads to emerge. , Moreover it is observed that main divergence
is based on public finance-oriented macroeconomic grounds in some cases (such as
Greece). Risk appetite of global investors are based increasingly on individual performances
rather than regional or developmental groups that countries belong to.

When 5-year CDS spreads in emerging market economies are analyzed by selected countries, it is
observed widest spreads are in Bulgaria, Hungary and Argentina. On the other hand, spreads of
Greece could not even increase above Argentina. CDS spreads of other countries range
between 70 and 170.

Table 1.1-5: 5-Year CDS Spreads by Selected Developed Countries

Country bps 15/09/2010 Country bps 30/06/2010 Country bps 12/31/2009
. China 75.07 China 90.90 Chile 69.32
_§~ Chile 75.32 Slovakia 92.54 China 73.36
'\',; Malaysia 85.48 Czech Rep. 102.46 Slovakia 79.26
:’é. CzechRep.  94.96 Malaysia 103.62 S. Korea 85.46
A S.Korea 106.43 Chile 104.51 Malaysia 89.64
:: Thailand 107.24 S. Korea 129.43 Czech Rep. 93.25
% Brazil 117.89 Mexico 134.97 Thailand 96.32
§ Peru 118.93 Peru 135.44 Brazil 122.56
Colombia 124.29 Thailand 135.52 Peru 123.56
Poland 135.91 S. Africa 172.62 S. Africa 143.24
’g S. Africa 147.15 Philippines 175.04 Philippines 167.62
% Philippines  147.45 Indonesia 186.54 Turkey 182.81
§ Indonesia 150.07 Turkey 193.87 Russia 184.54
5‘ Russia 160.62 Russia 193.93 Indonesia 187.99
§ Turkey 160.65 Iceland 329.77 Bulgaria 229.63
g Bulgaria 290.00 Hungary 341.36 Hungary 237.86
2 Hungary 349.00 Bulgaria 358.24 Iceland 411.90
Argentina  808.93 Argentina 967.07 \ Argentina 920.24
Greece 894.77 Greece 908.78 | Greece 283.36

Source: Bloomberg

Despite the fluctuation experienced in financial markets depending on the increase in
country risks in developed economies, bond yields of emerging economies increased. EMBI+
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index increased more rapidly since the second quarter of the year. This situation indicates that
the increase in some counfry risks is not reflected in emerging countries. When EMBI+ index is
analyzed by selected countries, it is observed that all country bond yields increased.

Chart 1.1-92: EMBI General Index and Selected Country Indexes
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When nominal foreign Exchange developments are analyzed, it is observed that value
decrease of euro against US Dollar decelerated in the second half of the year, even
increased relatively. However, euro continued to weaken against US Dollar yet again in the
first half of August. These developments are basically reflection of public finance problems
experienced in some economies in Euro Zone. Japanese yen began gaining value against
dollar recently. When process of exchange rates of emerging economies against US Dollar is
analyzed, it is observed that the value decrease which the currency unit of Hungary suffered
from beginning from the end of previous year decelerated after June, moreover the rate
regresses slightly. There was no sharp movement in other rates and the general fluctuated
process continues. This situation is evaluated that risks are limited and there is no significant
policy change on global scale.

Table 1.1-6: USD Cross Rates of Developed and Emerging Countries

Developed Country Nominal Rates (US Dollar)
Country/Exchange
August June

Rate Dec. 2008  Dec. 2009 53 weeks (as of Friday) 2010 2010 Max. Min.
Euro Zone/ Euro 1.41 1.44 % 1.28 1.23 1.20
Japan/Yuan
(¢Yuan) 90.71 91.38 W 8534 8931 85.25
England/GBP 1.47 1.60 W 156 150  1.44

Emerging Country Nominal Rates (US Dollar)

1 gC Haz. En En

Dec.2008  Dec. 2009 53 weeks (as of Friday) 2010 200 91 Ev $i h

Turkey | TRY 1.51 152 e~ ST 1.51 157 1.46
Brazil/BRL 2.37 176 SN A 176  1.78 1.71
Russia /Rub 29.01 20.68 w 30.50 31.02 28.85
Hungary/ Huf 189.01 189.44 M" 217.36 229.93 177.33
S. Africal Zar 9.72 7.53 N AN~ 731 7.62  7.24
China/CNy 6.84 6.83 A/\_,\/\ 6.79 6.79 6.77

India/INR 48.44 46.65w 46.57  46.29  44.29

Source: Bloomberg

When US Dollar hypothetical open position and carry-frade returns on three-month deposit
interest rates in the related currency units of the countries are analyzed, it is observed that all
emerging economies bore high yield opportunities in August-May 2010 periods. Whereas, in
March-June periods, negative yields can be observed in many countries. The fact that US
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Dollar displayed horizontal progress nominally or depreciated against many countries’
currency units since second quarter of the year increased carry-trade opportunities evidently.

Table 1.1-7: Carry Trade Returns on US Dollar Short Position

20/08/2010- 30/06/2010- 31/01/2010-

Country Return 20/05/2010 Country  Return 31/03/2010 Country  Return 31/12/2009
S. Africa 11.43 Iceland 2.40 Colombia 6.69
Colombia 10.88 Indonesia 2.05 Mexico 6.45
Iceland 10.61 Brazil 2.01 Indonesia 5.87
Brazil 10.21 Malaysia 1.97 Malaysia 5.64
Poland 10.03 Colombia 1.64 India 4.21
Czech Rep. 8.57 Peru 0.86 Thailand 3.38
Turkey 7.84 Argentina 0.83 Russia 2.93
Chile 7.33 Singapore 0.21 Philippines 2.73
Hungary 6.35 China 0.05 S. Korea 2.65
Country Return Country Return Country  Return
Russia 3.91 Mexico -2.52 China -0.47
Philippines 3.01 Chile -3.87 Iceland -0.54
Thailand 2.91 Russia -4.78 Turkey -0.62
Peru 2.33 S. Korea -7.17 Romania -1.10
Argentina 1.74 Slovakia -8.26 Brazil -1.10
India 1.74 Czech Rep. -9.31 Czech Rep. -0.29
Taiwan 0.66 Hungary -13.53 Chile -0.75
China 0.37 Romania -13.53 Hungary -4.18
Hong Kong 0.34 Poland -13.70 Slovakia -6.02
Turkey 7.84 Turkey -1.39 Turkey -0.62

Source: Bloomberg

Another important development experienced in global financial markets was negative
reflection of the problems in global wheat tfrade on product prices in general.

Chart 1.1-10: Agriculture Prices
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indexes rise. The fact that natural disasters in addition
exportation in the last period effected production level negatively in global scale was
detfermining in the development of agricultural prices. This development in agricultural prices
constitutes a significant risk with respect to global price level.
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Chart 1.1-11: Energy Prices

160 12 550
usD Energy 500 |PS Energy
140
10 Index
0
120 45
8 400
100
350
80 6 300
°° Brent Oil 4 25
rent Oi
40 200
20 NY Nat. Gas.(Right Axis) 2 150
o o 100
O W I~ I~ I~ 60 0 0 o o o O O
28 8 5 85 % 8T 2T e S 8388 3382 8 8 8 8 5 o
© 06 0 © © © 6 6 o 6 o o 2 ©° AN AN AN A A A AN AN AN A NHA
A A ) /B 1 S T S S e O
88 2882358238253 © & ° o 8 ©° 5 & 0° 5 5 2o
Source: Bloomberg

There was horizontal progress in energy prices during the period. Fact that especially global
demand realized at even below estimation level in the second quarter of the year prevented
pressure on price levels.

The increase in precious metal prices continues as a trend. While ounce prices of gold and
silver maintain their increasing tendencies, country risk weight increases especially in global
financial markets support this increasing tfrend in precious metal prices.

Chart 1.1-12: Precious Metal Prices
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1.2 National Outlook

Turkish economy experienced recovery process beginning from last quarter of 2009 more
rapid than other countries effected from the crisis. High growth performance continued in the
first quarter of 2010 by 11.7% and by 10.3% in the second quarter. When it is analyzed in
respect of production, the highest increase observed especially in manufacturing,
construction and wholesale and retail frade sectors was determining in the rapid growth pace
acquired in the second quarter of 2010. The base effect of the rapid recession observed in the
mentfioned sectors in the same period of previous year plays an important role in this
development. On the other hand, during the quarter, a slow growth is observed in agricultural
sector by 0.6% whereas activities of financial infermediary institutions displayed a growth by
8.8% stronger than the previous period.
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Chart 1.2-1: GDP Growth Rates and GDP Growth Components in Second Quarter of 2010
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When it is analyzed by expenses, contribution of private consumption expenses and inventory
variation spurred growth in the first half of 2010. Public sector demand, on the contrary,
supported the economic recovery tendency less than private sector did. In January-June
periods, contrary fo the high performance of private sector in 2010, consumption expenses of
public sector increased by only 2.3% compared with previous year, public investments
recessed. However, although new ambiguities are seen before recovery, confidence to
Turkey economy confinues. Rapid growth rate and development of leading indicators in the
last quarter of 2009 and the first two quarters of 2010 did not cause a major relapse in the
expectations of national and global economic actors. Growth estimation ranging between
5% and 8% is predicted for 2010. On the other hand, due to macro problems in Europe
economies, progress of foreign demand of Turkish economy shall be determining with respect
to growth in following periods.

Although positive expectations continue, July-August 2010 data announced related to
industry production index and manufacturing industry capacity ufilization ratios present signals
that economic recovery may decelerate.

Chart 1.2-2: Industry Production and Monthly Industry Order and Turnover Developments
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As of July 2010, increase in industry production index rate decreased on annual basis, yet
industry production decreased on monthly basis. Besides, although August 2010 capacity
utilization ratios increased on yearly basis, they decreased on monthly basis. This development
in capacity utilization ratio could not hint a net signal for the third quarter of 2010. It appears it
will fake fime for capacity usage ratio to reach pre-global-crisis performance, as long as no
clear increase is observed in domestic and foreign demand. Similarly, fotal industry order and
current index realized slightly below the performance it displayed in previous months, though it
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carried out positive progress as of July 2010 as compared to previous year. Hence, industry
production, capacity, order and current data were realized little below the performance of
previous quarters. Furthermore, in case the recession tendency observed in foreign demand
due to the problems in EU countries could not be compensated by domestic demand, it is
projected that economic recovery shall be more moderate in the third quarter of the year.

Expectations of consumer and real sector which are as important as the developments in
main data concerning real economy moved a little from the positive view observed in the first
months of 2010. Consumer sector confidence index which confinuously displayed opfimistic
improvement in the first half of 2010 due to economic recovery, decreased as of July and
August 2010. Real sector confidence index which suggests a strong recovery in January-May
2010 periods displayed a horizontal progress in June-August 2010 periods.

Chart 1.2-3: Consumer and Real Sector Confidence Index
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It is possible that the horizontal progress is temporary, as consumer and real sector
expectations in May-July 2010 periods constituted in an environment which problems emerge
in EU countries and weak appearance in labor market dominated.

Despite the deceleration tendency observed in the leading indicators in the second quarter
of 2010, recovery in employment conditions continued. As a matter of fact, unemployment
rate which was realized as 14.5% as of January 2010 decreased to 10.5% in June 2010 due to
the strong recovery observed especially in manufacturing industry, consfruction and service
sectors in the first half of the year. Deseasonadlized data predicates that the recovery
fendency in employment confinues yet decelerates. In case this recovery observed in
employment market is permanent, household returns will be more stable and serve to the
decline of the credit risk of the banking sector. On the other hand, when company statistics
with characteristics of leading indicator and giving information on new employment
opportunities are analyzed, it is observed that the number of newly opened companies is in a
declining tendency as of July 2010.

Chart 1.2-4: Labor Force Indicators and Established/Closed Firms
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Annual inflation ratios declined whereas service group prices and food and energy prices
have followed a horizontal or downward frend in the second quarter of the year. As a matter
of fact annual consumer inflation has declined to 7.58% as of July 2010. But, food, drink,
restaurant and hotel prices have registered high amount of increase as to the previous year
and previous month, August 2010 inflation has increased to 8.33% annually. Similarly, annual
producer prices have increased to 9.03% within same period. On the other hand, the rising
tfrend observed in wheat and cotton prices in international markets even limitedly may
increase risk on consumer prices in forthcoming period. Within the scope of that, it is estimated
that the increase to be observed on inflation ratio shall be temporary and thereof shall not
cause an inflation risk in economic environment by entering declining tendency as of last
quarter of the year.

Chart 1.2-5: Inflation and Interest Rates
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External and internal demand indicators indicate that economic activity is slowing moderately
shows the fact that fund flow in the economy can be weak for a while. It is seen that it is going
to take time for capacity utilization in manufacturing industry to return to its high performance
before global crisis. In addition to that, the temporary and limited increase in inflation provides
that policy interest rates shall remain at current levels for a while. Within the scope , CBRT
policy interest rate decreasing for a long time, (repo bidding interest ratio with one week
maturity), was pegged to the level 7%. Nevertheless, in case of dissociafion’s, seen in recovery
speed of infernal and external demands, becoming more explicit, there existing a probability
that fast credit expansion and deformation in current account balance shall appear at the
same fime.

Global and domestic economic conditions have caused decreases in interest ratios as of
2009. The tendency to decrease has furned into a process following horizontal progress for last
couple of months. While the horizontal progress in CBRT overnight and deposit interest ratios
were more explicit, the decrease in interest rates of commercial and consumer loans and
domestic borrowing has confinued even moderately by the second quarter of the year.

The partial dissociation in the recovery speed of internal and external demand has currently
reflected in foreign trade data. Foreign trade volume which has shrunk significantly during
crisis period continues to increase. But the increase in imports is quite strong as to increase in
exports. As a matter of fact, with increases observed in export and import amounts, exports
were realized as USD 64.4 bilion by 13.4% increase and imports were realized as USD 99.3
bilion increasing 32.1%. When external demand was weaker than internal demand, the
coverage ratio of exports fo imports was realized as 64.8% by decreasing as fo same period of
previous year. While fast increase in import caused current accounts to degenerate quickly, it
also caused a pressure of value increase of TL.
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Chart 1.2-6 Imports, Exports and Foreign Trade Balance
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Current account deficit has shown tendency to increase with increase of foreign trade deficit
within first half of 2010. the current accounts has given a deficit amounting to USD 24.2 billion
in January-July 2010 by increasing 209% as to the previous year when global crisis was
distinctive. The net investments by residents abroad have become USD 4.3 billion by
decreasing 12.2% during January-July 2010 period. Portfolio investments which have capital
outflow amounting to USD 873 million in January- July period of the previous year, a net input
amounting to USD 10.8 billion was realized during same period of 2010. With residents abroad
realizing net purchase amounting to USD 571 miillion in stock market in July, a net purchase
amounting to USD 1.3 billion was realized in January-July period.

Table 1.2-1: Selected ltems of Balance of Payments
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USD Million Dollar Jan-July. Jan-Jul.
2006 2007 2008 2009 2009 2010 % Change
Current Accounts -32.193 -38.311 -41.946 -13.963 -7.854 -24.230 181
Foreign Trade Balance -41.057 -46.795 -53.021 -24.896 -10.847 -26.251 158
Capital and Finance Account 32.064 36.692 36.305 9.328 1.590 24.761 3.117
Direct Investments (net) 19.261 19.941 15.720 6.296 4.097 3.344 -34
Foreign -924 -2.106 -2.549 -1.553 -899 -1.043 17
Domestic 20.185 22.047 18.269 7.849 4.996 4.387 -25
Portfolio Investment (net) 7.373 717 -5.046 196 873 10.809 -1.775
Stocks 1.939 5.138 716 2.827 1.276 1.322 -39
Debt obligations 9.463 -2.358 -4.486 111 1.049 10.335 -1.252
Other Investments (net) 11.544 24.066 24.574 2.947 -6.759 17.289 -374
Commercial Loans (Liability) 674 4.231 1.565 -1.122 -1.581 212 -128
Loans(Liabilities) 19.403 27.659 30.138 -12.652 -9.222 -1.237 -96
General Government -5.223 -3.901 3.443 923 341 849 -246
Banks 5.814 5.609 3.017 -4.129 -5.303 2.687 -164
Other Sectors 18.812 25.951 23.678 -9.446 -4.260 -4.773 18
Reserve Assets -6.114 -8.032 1.057 -1 3.379 -6.681 -238
Net Fault Missing 129 1.619 5.641 4.635 6.264 -531 -113

Source: CBRT

On the other hand, with net purchase amounting to USD 571 million made in domestic
government bonds market in July of this year, a net purchase amounting to USD 6.9 billion in
tfotal was realized by residents abroad in January-July 2010. Accordingly, sustainability of
current account deficit risk was observed as result of increase of foreign trade deficit and
financing thereof with porifolio investments rather than direct investment.

The most important effect of global crisis on public finance is obligatory use of expansionary
fiscal policies. Because of that, financial measures, taken vis a vis negative effects of global
crisis in 2009, have effected budget balance negatively. Within first half of 2010, depending on
economic expansion, a relative amelioration was observed on incomes especially. Within the

BRSA 24 Financial Markets Report -June 2010



scope of that, in January-June 2010 period , while budget costs has increased by 9.3% as to
the same period of the previous year, the budget incomes has increased by 19.1% and as a
result budget deficit has been realized as TL 15.4 bilion by decreasing 33.5% as to the
previous year.

Chart 1.2-7: Central Government Budget Indicators
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The non interest balance has given TL 12.1 billion surplus by increasing 200% as fo the same
period of the previous year within first four months of 2010. Current fransfers and personnel
expenditures within the budget expenditure items are fastest expanding expenditure items as
to the same period of the previous year. When the income items are analyzed, it can be seen
that tax income increased by 24.7% as to the same period of the previous year. While the sum
of income and corporate tax was increased by 12.6%, value-added tax taken in importing
was increased by 41.4% in this period. Maintaining financial discipline, being implemented
seriously for a couple of years, which function as insurance in respect of macro economic and
financial stability, shall be the most significant parameter in respect of financial stability in
forthcoming years.

The domestic borrowing stock of Turkey, which is more manageable in respect of debt stock
when compared to European Union countries and which is in a less risky position, has reached
fo USD 221.2 bilion by March 2010. The tendency to decrease in real interest of domestic
borrowing stock has slowed by June 2010. Nonetheless, domestic borrowing real interest was
in its lowest level in June 2010 when observed historically. Besides, a moderate increase in
weighted average maturity of domestic borrowing stock was observed for the last couple of
months.

Chart 1.2-8: Debt Stock, Domestic Borrowing Stock Real Interest and Average Maturity
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When development of external debts is observed it can be seen that 41% of total gross
external debt stock was realized in the level of USD 266.6 billion in 2009 comprised of debts
(short and long term) of non financial institutions belonging to private sector.

In financial private institutions, share of short term debts of private sector was 44.6% and share
of long term debts was 72.6%. Besides, while the share of long term debt of public in external
debt was 34.2%, the share of public short term debt belonging in total external debt stock was
only 2.4%.

Table 1.2-2: Gross External Debt Stock Indicators

% 2002 2003 2004 2005 2006 2007 2008 2009 Mar.10

Short Term Debts
Public/Total 2,0 2,9 3,2 2,9 2,1 1,8 1,8 2,0 2,4
Private/Total 10,7 13,1 16,8 19,7 18,5 15,5 16,3 17,2 18,0
Private Financial Institutions/Private Sector Total 39,2 44,4 48,4 51,5 54,0 42,9 481 53,3 55,4

Private Non Financial Institutions/ Private Sector Total 60,8 556 51,6 48,5 46,0 571 51,9 46,7 44,6
Long Term Debts

Public/Total 64,8 63,2 57,1 47,7 40,0 34,0 31,3 33,7 34,2
Private/Total 22,5 20,9 22,9 29,7 395 48,7 505 47,1 45,4
Private Financial Institutions/Private Sector Total 16,4 17,6 233 31,8 348 346 29,3 27,7 27,4

Private Non Financial Institutions/ Private Sector Total 83,6 82,4 76,7 68,2 652 654 70,7 72,3 72,6

Non Financial Institutions /Total Debts 253 24,5 26,2 29,8 34,3 40,7 44,2 421 41,0
Total External Debt Stock /GDP 56,2 47,3 412 350 39,0 375 373 43,9 -
Source: TT
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Box1: Households and Firms

The importance of capacity to pay debts and financial state of household and firms sector has
emerged one more fime with crisis experienced. Within this scope when asset and liabilities of
households is observed it can be seen that total assets and liabilities have increased stably.
While ratfio of household liabilities to assets was 31.5% by June 2010, it has reached its utmost
level in the latest years. It is thought that ratio thereof was low as to similar economies and was in
sustainable level.

Table: Household Financial Assets and Liabilities

TL Billion 2003 2004 2005 2006 2007 2008 2009 Mar.10 June.10
Assets
Individual Retirement Fund 0,0 0,3 1,2 2,8 4,6 6,0 9,1 9,3 10,1
Stock 9,2 12,4 15,8 15,7 17,5 10,8 24,5 27,2 27,2
Government Securities (GDS+Eurobond) 36,1 41,0 33,3 27,7 19,2 19,7 13,0 12,2 1,17
Savings Dep. Participation Funds 100,9 124,6 147,8 185,4 215,5  288,0 321,1 329,6  340,7
Money in circulation 9,8 12,4 18,2 24,4 25,0 29,3 34,3 36,6 40,2
Total 156,0 190,7 216,3 256,0 281,8 353,8 402,0 414,9 429,4
Liabilities
Consumer loans 5,9 12,8 29,7 48,0 68,9 85,2 97,4 103,4 12,4
Credit Card Balance due 1,7 4,4 7,5 10,7 12,6 14,7 19,1 18,8 20,1
Consumer finance firm loans 0,4 0,9 1,8 1,4 1,7 1,6 1,7 1,7 2,1
Individual Leasing Debts - - - 0,5 0,9 1,0 0,7 0,6 0,6
Total 8,0 18,1 39,0 60,6 84,1 102,5 18,9 124,5 135,2
Liabilities/Assets (%) 5,1 9,5 18,0 23,7 29,8 29,0 29,6 30,0 31,5

Data of 2005, 2006 and 2007 includes consumer loans granted by banks, participation banks and consumer finance firms and non performing
loans relating to loans thereof, installment credit card balance due and non performing credit card receivables. Credit amounts are gross totals
including non performing loans. Credit card balance due is comprised of installment credit card balance due and non performing credit card
receivables.

Source: BRSA, TSI, CMB, CBRT, MKK

When currency asset and liability of real firms is analyzed, it can be seen that the ratio of assets
to liabilities has declined to 48.4% by June 2010. Buft, just USD 0.8 billion of the loan’s, provided
from abroad amounting to USD 86.8 billion, is short ferm thus limiting back payment risk of debfs.
Table: Non-Financial Firms’' FX Asset and Liabilities

USD Billion 2003 2004 2005 2006 2007 2008 2009 Mar.10
Assets 30,2 37,7 45,4 62,6 76,1 81,4 80,4 76,9

Deposit 20,0 24,6 30,9 45,4 54,8 60,4 57,3 53,9

Securities 0,9 1,3 1,0 0,9 0,8 0,7 1,1 0,9

Export Receivables 4,4 6,0 6,4 8,8 10,3 8,6 9,5 9,3
Direct Capital Investments Abroad 4,9 5,8 7,1 7,5 10,2 1,7 12,5 12,7
Liabilities 50,7 58,8 72,2 100,3 139,3 160,9 156,8  159,1
Cash Loans 44,2 49,4 61,2 88,6 124,8 146,2 1415 143,8
Domestic Loans 18,2 20,5 26,4 34,8 46,3 48,1 51,0 57,0
Short term currency loans o] o] (o] 0 14,4 15,9 14,3 14,9
Loans provided from Abroad 26,0 28,9 34,8 53,8 78,5 98,1 90,5 86,8

Short term 1,6 1,2 1,1 1,1 0,7 1,2 0,7 0,8
Import Debts 6,5 9,4 11,0 1,7 14,5 14,7 15,3 15,3
FX Net position -20,5 -21,1 -26,8 -37,7 -63,2 79,5 76,4  -82,2

source: CBRT

Other risk indicator of firms is probable problems that shall be experienced in back payment of
debts whose due dates are less than one year. According to CBRT statfistics, private sector shall
pay debt amounting to a total of USD 8.2 billion by last quarter of 2010.

Table: Private Sector (Except Banks) Foreign Short Term Debt Distribution Maturity up to 1 year

2010 2011
USD Billion Aug Oct Nov  Dec. Jan. Feb. Mar Apr May Jun. Total
Long Term 1.846 1.984 1.666 3.273 2.680 2.210 1.695 1794 1.754 2.577 2.184 1.400 25.063
Non Bank Financial
Institutions 416 367 313 221 301 384 106 97 158 240 329 180 3.113
Non bank 1430 1.617 1.353 3.051 2.379 1.826 1.588 1.697 1.597 2.338 1855 1.220 21.950
Short Term (*) 255 227 335 14 145 79 50 111 57 100 126 94 1.693
Non Bank Financial
Institutions 96 43 27 20 15 27 12 47 14 13 26 12 354
Non Bank 159 184 308 94 129 52 37 64 43 87 100 82 1.339
Total 2.102  2.211 2.001 3.387 2.825 2.289 1.744 1.905 1.811 2.677 2.309 1.493 26.756

Source: CBRT. (*) Except Commercial Loans
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2 DEVELOPMENTS IN FINANCIAL SECTOR
2.1 General Outlook

General increasing tendency observed after 2005 in the number of establishments in financial
sector fluctuated in 2008 and 2009. Number of establishments operating in financial leasing and
factoring sector decreased in 2008 when compared with previous year, while the number of
establishments in consumer financing, insurance, investment trust, and real estate investment frust
and portfolio  management companies sectors increased. The decrease in number of
establishments in financial leasing, factoring, insurance intermediary and investment trust sectors
and increase in the number of asset management companies in 2009 indicate reflections of global
crisis.

As of June 2010, there was no entry intfo the financial sector or exit out of the sector except for
financial leasing and factoring sectors. 1 company enfered in the factoring sector, while the acfivity
of 1 establishment was suspended in financial leasing sector.

Table 2.1-1: Institutions Operate in Financial Sector
Number of Institutions

2005 2006 2007 2008 2009 2010/03 2010/06
Banks 51 50 50 49 49 49 49
Financial Leasing 84 81 68 50 47 47 46
Factoring 88 86 86 81 78 80 81
Consumer Financing 9 9 9 10 10 10 10
Asset Management 4 5 5 5 6 6 6
Insurance 46 47 51 62 55 57 57
Individual Pension 1 1 1 12 13 14 14
Reassurance 1 1 1 2 1 1 1
Other Insurance 34 35 39 48 41 42 42
Intermediary Institutions (1) 101 100 104 104 103 103 103
Investment Trust (1) 26 30 33 34 33 33 33
Real Estate Investment Trust (1) 10 1 13 14 14 14 14
Venture-Capital Trust (1) 2 2 2 2 2 2 2
Portfolio Management Companies (1) 19 19 19 23 23 23 23
Total 440 440 440 434 420 424 424

Source: BRSA, TT, CMB, ACMII .
(1) May 2010 data was used as June 2010 data has not been published yet.

As of June 2010, asset size of financial sector increased by 18% when compared with same period
of previous year. Highest increase with respect to total asset size, among sub-activity sectors, was
observed in securities intermediary sector (56.15); followed by factoring (46.4%), pension insurance
(38%) and asset management sectors (34.8%). In June 2010, asset size of financial leasing
companies decreased by 7.8%, while total asset size of banks increased by 18.3% and maintained
its weight in banking sector during the period with a share amounting to 80% within the financial
sector total asset size.

Table 2.1-2: Asset Size of Financial Sector

%

(TL Billion) 2002 2003 2004 2005 2006 2007 2008 2009 2010/03 2010/06 Distribution
2010/06

CBRT 74,1 76,5 74,7 90,1 104,4 106,6 113,5 110 112,0 11,4 9,8
Banks 212,7  249,7 306,4 406,9 499,7 581,6 7325 834 860,5 908,6 79,5
Financial Leasing Companies 3,8 5 6,7 6,1 10 13,7 17,1 14,6 14,3 14,2 1,2
Factoring Companies 2,1 2,9 4,1 53 6,3 7,4 7,8 10,4 1,1 12,3 1,1
Consumer Fin. Companies 0,5 0,8 1,5 2,5 3,4 3,9 4,7 4,5 4,5 4,7 0,4
Asset Management Companies v.y. V.. v.y. V.. v.y. 0,2 0,4 0,4 0,4 0,5 0,0
Insurance Companies 5,4 7,5 9,8 14,4 17,4 22,1 26,5 33,3 32,6 31,0 2,7
Pension Companies i 0 3,3 4,2 5,7 7,2 9,5 12,2 15,7 16,5 17,8 1,6
Securities Intermediary Inst. (1) 1 1,3 1 2,6 2,7 3,8 4,2 5,2 6,4 6,4 0,6
Investment Trust 0,1 0,2 0,3 0,5 0,5 0,7 0,6 0,7 0,7 0,7 0,1
Mutual Funds 9,3 19,9 24,4 29,4 22 26,4 24 29,6 28,9 29,8 2,6
Real Estate Investment Trust 1,1 1,2 1,4 2,2 2,5 4,1 4,3 4,7 4,7 4,7 0,4
Venture-Capital Trust (o} 0 0,1 0,1 0,1 0,2 0,1 0,2 0,2 0,2 0,0
Total 310,1 365 430,4 560,1 669 770,8 9356 1.047,6 1.092,9 1.142,3 100

Source: BRSA, CBRT, TT, CMB, ACMII
(1) March 2010 data was used as June 2010 data has not been published yet.

BRSA 28 Financial Markets Report -June 2010



2.2 Banking Sector Outlook
2.2.1 Developments in Main Indicators

Number of banks in the sector displayed no change despite the impact of the global crisis in Turkey.
As of current period, growth by branch and personnel number in the sector in which there are 49
banks continues in 2010 despite the deceleration in 2009. Increase in the number of personnel by
6.226 persons in the second quarter of 2010 compared with the previous quarter reveals almost
three times increase of 2.415 persons in March 2010. This increase indicates that the sector, which
continued to confribute to employment and general economy during economic recession period
in recent years, has potential to make stronger contributions in high growth periods. Number of POS
device and infernet banking asset customers, in June 2010, displayed a buoyant growth similar to
number of branches and personnel, while increase in the number of ATM maintained its level in
previous periods.

Table 2.2-1: Access Indicators to Banking Services

2009/6
2005 2006 2007 2008 2009/03 2009/06 2009/09 2009/12 2010/03 2010/06 2010/6
Change
Number of Banks 51 50 50 49* 49* 49* 49* 49* 49* 49* 0
State Deposit Banks 3 3 3 3 3 3 3 3 3 3 0
Private Deposit Banks 17 14 12 1 1 1 1 1 1 1 o]
Banks within the structure of SDIF 1 1 1 1 1 1 1 1 1 1 o
Global Capital Deposit Banks (1) 13 15 17 17 17 17 17 17 17 17 o
Development and Invest. Banks 13 13 13 13 13 13 13 13 13 13 o
Participation Banks 4 4 4 4 4 4 4 4 4 4 o)
Number of Branches 6.568 7.302 8.122  9.304 9.344 9.374 9.428 9.581 9.601 9.728 354
Deposit Banks 6.241 6.904 7.658 8.724 8.758 8.783 8.832 8.968 8.986 9.107 324
Development and Invest. Banks 35 42 42 44 46 50 46 44 42 43 -7
Participation Banks 292 356 422 536 540 541 550 569 573 578 37
Number of Personnel 138.724 150.966 167.760 182.665 182.120 182.468 182.226 184.205 186.620 188.694 6.226
Deposit Banks 127.851 138.599  153.212 166.326 165.768 165.957 165.483 167.063 169.118 170.997  5.040
Development and Invest. Banks 5.126 5.255 5.361 5.307 5.279 5.296 5.275 5.340 5.377 5.368 72
Participation Banks 5.747 7112 9.187 11.032 11.073 11.215 11.468 11.802 12.125 12.329 1.114
Number of ATM 14.836 16.513 18.795 21.953 22.291 22.733 23.284 23.952 24593 25.254 2521
Number of POS (1000) 1.141  1.283 1.629 1.886 1.891 1.975 2.007 2.048 2.067 2.136 161

Nr of Act. Int. Bank. Cust. (1000) 3.177  3.368 4.274 5.169 5.419 5.593 5.753 5.974  6.006 6.149 556

Source: BRSA, BKM,BAT
* One bank in liquidation was not included in the total.
(1) Banks of which 50% or more capital belong to foreigners.

Although capital adequacy ratio of the sector decreased to 19.2% due to the decrease by 0.7
points in June 2010 when compared to the previous quarter, this level continues to be a lot above
the legal limit and target ratio. In the current period, both free capital/total own-funds ratio
maintaining its increasing tendency and increase in total own-funds item maintaining its strength
display a strong picture in respect of CAR and capital structure. Liquidity indicator of the sector is
above levels in 2008 and first half of year 2009 during which impacts of global crisis have been felt
and have continued to preserve their progress above 40% also in June 2010 like in the previous
three quarters. Transaction of foreign exchange position/total own-funds ratio continues in a pretty
narrow franche. Ratio of off-balance sheet transactions to total balance-sheet size which displayed
a progress above 70% since the beginning of 2009 increased to 97% in June 2010. Non-performing
loans/gross loans ratio which increased to 5.3% as of end-2009 showed declining tendency in the
first two quarters of 2010. The fact that NPL provision/NPL ratio rose to 84% in the current period
indicates a positive development with respect to credit risk management. Throughout 2009, number
of profitable banks was 46, while the figure declined to 44 in the first two quarters of 2010. Parallelly,
rafio of total assets of profitable banks to total assets of the sector decreased to 99.6% in the first
two quarters of 2010. After tax return on assets (ROA) and after tax return on equities (ROE)
decreased in June 2010. In comparison fo inferest expenses, the decrease observed in recent
period in interest incomes afttracts attention as main determinant of this limited decrease in
profitability.

BRSA 29 Financial Markets Report -June 2010



Table 2.2-2: Financial Soundness Indicators of Banking Sector

(%) 2005 2006 2007 2008 03.09 06.09 09.09 12.09 03.10 06.10
Capital Adequacy Standard Ratio 23,7 22,1 19,0 18,0 18,5 19,2 20,0 20,6 19,9 19,2
Free Capital [Total Own-funds 65,7 72,0 75,3 77,0 78,5 78,9 794 79,6 80,5 81,0
Total Own-funds/Total Foreign Liabilities (1) 15,5 13,5 15,0 13,4 13,9 14,6 15,2 15,3 15,7 15,1
Total Own-funds/Total Assets 13,4 1,9 13,0 1,8 12,2 12,7 13,2 13,3 13,6 13,1
Loans/Total Own-funds 286,0 367,8  376,6 425,2 399,2 376,4 356,4 354,1 357,0 381,3
Liquidity Indicator (2) 51,8 50,3 47,0 34,4 37,2 39,0 41,5 43,0 43,0 41,7
FXNGP/Own-funds -0,2 0,3 0,3 -0,1 0,0 0,8 0,5 0,5 -0,2 1,0
Off-Balance Sheet Transactions/Total Assets 50,6 55,5 66,3 65,0 70,1 67,5 80,0 69,5 73,8 97,0
NPL/Gross Loans 4,8 3,8 35 3,7 45 4,9 53 5,3 49 44
Provisions for NPL/NPL 88,7 89,7 868 798 77,5 79,6 80,4 83,6 82,9 84,0
Consumer Loans [Total Loans 30,4 31,7 33,3 32,1 31,8 33,0 33,0 33,3 33,0 32,8
Number of Profit Making Banks /Total Nr. of Banks 4551 4150 46/50  44/49  46/49  46/49  46/49  46/49  44/49  44/49
Assets of Profit Making Banks /Total Assets 93,9 993 997 99,8 99,8 998 99,8 998 996 99,6
After Tax Return on Asset (ROA) 17 2,5 2,8 2,0 2,1 2,3 2,4 2,6 2,7 2,6
After Tax Return on Equities (ROE) 12,1 20,1 21,7 16,8 17,6 18,4 19,3 20,3 20,2 19,1
Net Interest Incomes after Provision/Total Gross

Incomes (3) 308 271 267 248 253 279 293 305 358 339
Interest Expenses [Total Expenses 55,6 64,9 66,7 67,3 66,2 64,4 63,0 60,9 54,7 56,1
Interest Incomes/Interest Expenses 176,4 161,4 158,5 156,6 173,8 183,7 189,9 196,1 218,2 208,8
Non-Interest Incomes/Non-Interest Expenses 52,0 78,3 72,1 65,5 75,0 73,7 70,6 68,9 78,5 82,3

(1) Total Foreign Liabilities=Total Liabilities-Total Own-funds (2) Liquidity Indicator=(Cash Assets+ Receivables from Banks
(including receivables from the Central Bank and Money Markets)+Securities Trading Portfolio+ Securities Available for
Sale+ Statutory Provisions)/(Deposit + Payables to Banks (including Payables to the Central Bank and Money Markets).
(3) Total Gross Incomes=Interest Incomes+ Non-Interest Expenses

BRSA Performance Index (BRSA-PI) in the second quarter of 2010 maintained its level in March 2010;
a decrease, yet limited, was observed in liquidity, own-fund and profitability components of the
index. On the other hand, exchange rate risk components maintaining its level in previous period
and increased asset quality resulted in general index to preserve its level. When analyzed by
components, it is observed that solvency capacity of the sector by liquidity component
experienced high level since 2007; own-fund component sustained flexibility and resistance of the
sector against fluctuations during period beginning from third quarter of 2009 to June 2010;
exchange rate risk component confinued to display risk for five quarters; asset quality and
profitability components maintained their positive profiles.

Table 2.2-3: Banking Sector Performance Index

102

. Lo Own- Exch. ) Asset

Period PI Liquidity fund Rate Profitab. Quality %

2003 100.0 100.0 100.0 100.0 100.0 100.0

2004 100,2 100,2 99,5 100,1 99,7 101,3

2005 100,0 100,7 99,3 99,8 98,5 102,2 101

2006 100,7 100,4 99,4 100,1 100,5 102,9

2007 100,8 101,6 99,4 99,1 101,0 103,2

2008 100,6 101,7 98,9 100,0 99,6 103,3

03.09 101,1 101,8 99,3 100,0 101,7 103,1

06.09 101,1 102,0 99,6 99,5 101,7 103,0 100

09.09 100,9 102,1 100,0 99,1 101,1 102,9

12.09 100,9 102,1 100,1 99,3 100,7 102,8

03.10 101,1 102,0 100,0 99,3 101,9 103,0

06.10 101,1 101,8 99,8 99,3 101,5 103,2 99
B33 LELE88885656508888222322
e R e
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2.2.2  Financial Statement Analysis

Total asset size of banking sector has been redlized as TL 908.6 billion by June 2010. The value
indicates high increase by 18.3% as compared to the same period of previous year. The highest
increase among asset items was experienced in securities portfolio by 25.5%, followed by loans and
cash assets items growing by 23.5% and 18.6%, respectively. In consequence to the increases
experienced in securities and loans items, share of these items in balance-sheet increased 30.6%
and 50.1%, respectively in June 2010. Despite the increase in securities, ratio of loan to deposit
increased 80%s in the first two quarters of 2010 from 76.3% in end-2009 preventing a negative
picture arising in intermediary function. While Turkish lira assets increased by 22.7% compared fo the
same period of previous year, a relatively low growth (7.4%) in foreign exchange assets increased
the weight of Turkish lira assets within balance-sheet to 73.7%.

Deposit items with highest weight among liabilities of banking sector preserved their share within
balance-sheet (about 62%) in June 2010. Own-funds item displayed highest annual increase (22.0%)
in the second quarter of 2010 within liability items, which is followed by deposit item of 20.7%.
Despite deceleration in June 2010, high profits of period increase in paid-up capital and retained
earnings were effective in high growth rates observed in own-fund items for six quarters.

Table 2.2-4: Banking Sector Main Balance-Sheet Aggregates

% Change as of Last  Ratio to Balance

TLBillion Year Sheet, %

2008 2009 2010/03  2010/6  2009/06  2010/06  2009/06  2010/06
Asset
Cash Assets 6,0 7,6 5,8 6,7 16,2 18,6 0,7 0,7
Receivables from Banks, CBRT and Money Markets 88,7 90,3 83,4 84,9 41,9 -9,9 12,3 9,3
Securities 194,0 262,9 275,6 278,3 28,2 25,5 28,9 30,6
Net NPL 2,8 3,6 3,7 3,4 101,4 -12,2 0,5 0,4
Loans 367,4 392,6 416,8 454,8 7,4 23,5 47,9 50,1
Subsidiaries, Affiliates and Joint. Control. Partners. 10,3 12,7 12,8 13,0 8,4 17,8 1,4 1,4
Other 63,3 64,4 62,5 67,4 10,3 6,2 8,3 7,4
Total 732,5 834,0 860,4 908,6 17,0 18,3 100,0 100,0
Total TL Assets 510,2 611,0 633,2 669,9 15,7 22,7 71,1 73,7
Total FX Assets 222,3 223,0 227,3 238,8 20,2 7,4 28,9 26,3
Liability
Deposit (Funds Collected) 454,6 514,6 534,3 564,5 15,2 20,7 60,9 62,1
Payables to Money Markets, CBRT 0,4 0,8 0,7 1,1 1173,0 -6,2 0,2 0,1
Payables to Banks 92,7 86,1 91,7 100,0 1,8 8,8 12,0 11,0
Funds from Repo Transactions 40,8 60,7 53,0 56,0 38,6 13,4 6,4 6,2
Securities Issued (Net) 0,0 0,1 0,1 0,2 0,0 0,0 0,0 0,0
Other 57,6 60,8 63,8 67,6 7,8 12,1 7,9 7,4
Own-funds 86,4 110,9 16,8 19,3 26,8 22,0 12,7 13,1
Total 732,5 834,0 860,4 908,6 17,0 18,3 100,0 100,0
Total TL Liabilities 476,8 570,2 593,1 628,2 19,0 23,1 66,4 69,1
Total FX Liabilities 255,7 263,9 267,3 280,4 13,1 8,7 33,6 30,9

When the three-month change in asset and liability items is analyzed by contributions to growth, it is
seen that most important contribution to asset growth in June 2010 period were from loans item by
11.3 points, while the contribution of securities item to growth was 7.4 points. Cash and quasi-cash
assets, in June 2010 as in March, reduced asset growth rate. In June 2010, deposit item (12.6 points)
became the positive element of liability growth by 18.3%, followed by own-funds with 2.8 points.

Chart 2.2-1: Contributions to Assets and Liabilities Growth
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Operating loans which increased by 46,5% compared to previous year are most important sub-
component of the growth of loans by 23,5% in the second quarter of 2010. High increase observed
in operating loans is 4 fold of the increase realized in the previous period. Beside the operating
loans, high growth performances are realized in sub-group of all loans excluding other investment
loans in this period. While consumer loans increased by 26,7% in June 2010 as compared to same
period of previous year, credit cards grew by 13,5% and this can be seen as a sign for recovery of
domestic demand in the economy. The fact that speed of growth of export loans continued to
increase in June 2010 is a positive sign for exports.

Table 2.2-5: Development of Banking Sector Loans

TL Million % Change as per Previous Yee Ratio to Total %
2008 2009 2010/03 2010/6 2009/06 2010/06 2009/06 2010/06

Consumer Loans 83.158 93.337 99.516 108.521 8,1 26,7 23,3 23,9
Operating Loans 82.673 85.259 93.027 117.319 10,7 46,5 21,8 25,8
Credit Cards 34.853 37.612 38.156 40.798 12,1 13,5 9,8 9,0
Export Loans 30.421 26.181 28.169 31.160 6,3 9,4 7,7 6,9
Other Inv. Loans 23.633 23.890 24.541 24.158 35,3 0,7 6,5 5,3
Other Loans 112.708 126.341 133.407 132.889 -0,6 16,5 31,0 29,2
Total 367.445 392.621 416.817 454.846 7,4 235 100,0 100,0

Total deposit amount of the sector increased by 20,7% when compared to the same period of the
previous year and was realized over TL 565 billion in June 2010. During the last 5 quarter period,
deposits which grew remarkably by 16% annually on average with low interest rates increased by
20,7% in the second quarter of 2010.. The most important source of mentioned rapid growth in the
current period is deposits of commercial and other institutions which have over 20% share in total,
and it is followed by savings deposit. Although it does not significantly affect the increase in total
due to their low shares other items with remarkable growth performances are precious metals
depot accounts, official institutions deposits as well as private and current participation accounts,
respectively.

Table 2.2-6: Development of Deposit and Current Accounts

TL Million % Change as pétrevious Year Ratio to Total %
2008 2009 2010/03 2010/6 2009/06 2010/06 2009/06 2010/06

Savings 268.928 294.483 302.038 311.788 17,9 10,9 60,1 55,2
Deposit Accounts 65.756 67.539 69.482 70.591 16,7 16,1 13,0 12,5
Commercial and Other Ins. 83.184 103.614 110.112 123.959 7,7 48,9 17,8 22,0
Private Current and Parti. Acco. 19.018 26.485 27.244 28.086 29,7 24,7 4,8 5,0
Official Agencies 17.359 21.279 24.138 28.695 -4,4 47,8 4,2 5,1
Pre. Metals Depot Accounts 355 1.219 1.272 1.389 103,8 134,9 0,1 0,2
Total 454.599 514.620 534.286 564.508 15,2 20,7 100,0 100,0

As of June 2010, share of funds from foreign markets in total foreign resources of the sector is not
over 4%. Furthermore, while increase of syndication loans in this period was limited with 2,1% as
compared to same period of previous year, securitization loans decreased by 20%. While average
annual maturity of securitization loans increased to 6,4 years in June 2010, there is a non-material
shortening in the average maturity of syndication loans and total foreign funds.

Table 2.2-7: Development of Funds from Foreign Markets

USD Billion % Change as per Previous Year Weighted Average Maturity (Year)
2008 2009 2010/03 2010/6 2009/06 2010/06 2009/06 2010/06
Syndication Loans 1,2 7,4 9,2 10,0 -27,2 2,1 1,1 1,0
Securitization Loans 12,4 10,9 10,3 9,7 -3,8 -19,9 5,9 6,4
Total 23,6 18,3 19,4 19,8 -15,9 -10,1 3,8 3,6
Syn. Ln/total.For. Funds 2,6 1,5 1,9 2,0
Sec.Ln./total.For.Funds 2,9 2,2 2,1 1,9

By impact of very high annual increase (56% and 1.442,4%) in derivatives and revocable loan
allocation commitments by June 2010 , the ratio of total off-balance sheet transactions to the
balance sheet came close to 100%. High growth rate of the mentioned items increased the ratio of
the two items fo balance sheet to 41% and 21,9% respectively during the period. While futures and
options are remarkable with high growth performance it is seen that swap operations which have
high weight as of balance sheet share is the fransaction t which mostly affected growth of total
derivatives.
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Table 2.2-8: Development of Off-Balance Sheet Transactions

TL Million % Change as per Previous Ye Ratio to Bal. Sheet, %
2008 2009 2010/3 2010/6 2009/6 2010/6 2009/6 2010/6

Tot. Off-Bal. Sheet. Tran. (1+2) 476.043 579.786  634.893 881.773 4,6 70,2 67,5 97,0
Non-cash Loans and Liab. (1) 125.837 134.036 140.827 148.024 7,9 14,7 16,8 16,3
Letters of Guarantee 93.291 101.606 105.574 109.427 17,7 11,4 12,8 12,0
Letters of Credit 23.863 22.762 25.263 27.471 -21,7 26,4 2,8 3,0

Other 8.683 9.668 9.989 11.126 7,7 22,1 1,2 1,2

Commitments (2) (3+4) 350.206  445.750  494.067  733.750 3,6 88,6 50,7 80,8
Derivatives (3) 196.392 251.205 299.612 372.805 3,0 56,0 31,1 41,0
Options 26.179 49.364 78.568 90.033 -14,4 85,8 6,3 9,9
Futures 1.734 2.847 3.813 4.456 -25,9 90,7 0,3 0,5
Swap 133.446 162.073 173.455 217.354 6,3 61,3 17,5 23,9
Forward 29.313 31.326 41.444 58.560 -22,1 74,7 4,4 6,4
Other 5.719 5.596 2.333 2.402 733,0 -87,9 2,6 0,3
Other Commitments (4) 153.815 194.546  194.455  360.945 45 140,3 19,6 39,7
Credit Card Exp. Lim.Commitments 65.138 74.844 77.235 79.143 17,1 12,8 9,1 8,7
Gran. Guaran. Loan Alloc. Commit. 26.374 30.483 32.247 17.101 3,6 -37,4 3,6 1,9

Payment Commit. For Cheques 16.627 21.258 30.226 28.534 12,3 65,0 2,3 3,1

Revocable Loan Alloc. Commit. 30.047 16.488 17.785 199.055 -53,9 1.442,4 1,7 21,9
Forward Asset Val. Purc. Commit. 7.663 15.326 1.060 14.221 104,5 -5,7 2,0 1,6

Other 7.996 36.145 35.902 22.890 10,5 207,7 1,0 2,5

In the first two quarters of 2010, derivatives had a rapid growth frend. The mentioned trend which
was observed in all items other than futures increased the share of options and swap fransactions in
total.

Chart 2.2-2: Derivatives
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Total profits of banking sector which increased by 33,1% as of June 2009 as compared to same
period of the previous year was relatively lower with (10,4%) in June 2010. Accordingly, total profits
of the banking sector was realized as TL 12,2 billion in the second quarter of 2010. Declining net
interest income, net non-interest income and total other non-interest income when compared with
same period of previous year was effective for the relative slowdown of increase in profitability.

When income statement is analyzed by items, while the share of interest received from loans in
interest income decreased in June 2010, the share of interest received from securities increased. On
the other hand, share of other items in inferest income increased, whereas share of interest given to
deposits and banks decreased. Similarly, share of fees and commissions charged on loans and
banking services income in total non-interest income decreased in June 2010 while the share of
other item increased. In the same period, while the share of personnel expenditures in total non-
interest expenditures increased together with increasing employment, share of provisions
decreased.
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Table 2.2-9: Development of Selected Income Statement Items

TRY Million % Change as per Previous Ye % Change
2008 2009 2010/03 2010/06 2009/06 2010/06 2009/06  2010/06

Interest Received from Loans 52.110 52.478 11.387 23.017 17,7 -17,0 62,0 59,5
Interest Received from Securities 27.278 28.257 7.220 13.686 13,4 -5,4 32,3 35,4
Other 6.380 4.556 972 1.990 -16,9 -22,3 5,7 5,1
Interest Income 85.768 85.291 19.579 38.693 13,6 -13,6 100,0 100,0
Interest Given to Deposits 43.967 35.370 7241 15.103 2,4 -24,0 81,6 81,5
Interest Paid to Banks 5.632 4.162 792 1.649 -9,0 -32,1 10,0 8,9
Other 5.186 3.956 939 1.780 -7,0 -13,6 8,5 9,6
Interest Expenditures 54.786 43.488 8.971 18.532 0,3 -23,9 100,0 100,0
Net Interest Income (Expenditures) 30.982 41.803 10.608 20.162 34,9 1,2 - -
Fees and Commissions Charged on Loans 2.518 3.299 822 1.636 29,3 4,0 15,8 13,7
Banking Services Income 10.022 10.537 2.618 5.362 7,4 3,0 52,5 44,8
Other 4.883 5.378 2.402 4.959 5,1 57,7 31,7 41,5
Total Non-interest Income 17.422 19.214 5.843 11.957 58 20,5 100,0 100,0
Personnel Expenditures 9.784 10.413 2.751 5.670 8,1 1,7 37,7 39,0
Provisions 3.602 3.855 1.163 1.688 -14,4 -8,8 13,7 1,6
Other 13.207 13.622 3.530 7.165 7,9 9,4 48,6 49,3
Total Non-interest Expenditures 26.593 27.890 7.443 14.523 4,3 7,8 100,0 100,0
Net Non-interest Income (Expenditures) -9.170 -8.676 -1.601 -2.566 0,1 -27,7 - -
Cap. Mar. Trans. Profits (Loss) (Net) 1.501 1.275 -697 -1.516 - -
Foreign Exchange Profits (Loss) (Net) -1.497 635 1.022 1.902
Other 268 o o 2 - -
Tot. Other Non-interest Income (Expenditures) 272 1.910 325 388 162,4 -79,8
Tax Provision 3.218 4.970 1.532 2.823 26,9 7,8
Net Profit (Loss) 13.421 20.182 6.299 12.169 33,1 10,4

2.3 Non-bank Financial Sectors

Total assets of non-bank financial sector! continued to grow as of the third quarter of 2009
despite the negative impacts of global crisis, increasing by 4.8% as of June 2010 as
compared to same period of the previous year rising from TL 28.8 to TL 31.8 billion. The share
of financial leasing sector with highest weight in non-banking financial sector decreased
from 53.6% to 44.8% during previous year while the share of factoring sector with second
highest share increased from 29.2% to 38.8% during same period. Share of consumer financing
companies and asset management companies in non-bank financial sector which were
15.9% and 1.3% respectively in June 2009 were realized as 14.8% and 1.5% respectively in June
2010.

When operational data are faken into consideration, there are a total of 143 active
companies in non-bank financial sector as of June 2010. Number of branches of the
mentioned companies decreased by 1 when compared to the previous period and
decreased to 44 in the second quarter. Despite this limited decrease in number of branches,
number of representative offices increased by 13 persons to 227 and number of personnel
increased by 199 persons to 5,030 in the saome period. Parallel with these positive
developments, number of customers benefiting from the services of the sector increased by
512 persons to 391,018 and number of contfracts signed between the companies and
customers increased by 26,292 and realized as 349,973.

2.3.1. Financial Leasing

Asset size of financial leasing sector is about TL 14 billion since the last quarter of 2009.
Accordingly, fotal assets of the sector as of June 2010 decreased by 7.7% when compared
with same period of previous year and was realized as TL 14.2 billion. Main reason for shrinking
total assets is the decrease by 19% in receivables which has highest weight in assets when
compared with same period of the previous year. In fact, the balance sheet share of financial
leasing receivables decreased as of end-2007 while receivables from banks as well as NPLs
and provisions increased. Accordingly, amount of NPLs increased by 6.6% as compared with

I Total of Financial Leasing Sector, Factoring Sector, Consumer Financiang Sector and Asset Management
Companies.
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same period of previous year. Despite the decrease in financial leasing activities, the amount
of borrowings to banks increased by 75.5% compared to same period of the previous year
and its balance sheet share increased to 15.5% as of June 2010. When fund sources are
analyzed, it is seen that amount of loans received by companies in the sector decreased by
15% when compared to same period of previous year. Although sector’s balance sheet
diminished by the impact of global crisis, as a positive development, its shareholders’ equities
increased by 16.1% in June 2010 as compared to same period of the previous year with its
share in the balance sheet reaching 25.7%. Although the share in balance sheet is small, the
increase in custody assets included in the Off-Balance Sheet items by 122.6% in June 2010
compared to the same period of the previous year is remarkable.

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

Balalance Sheet

(TL Billion) % Change as per Share (%)
2006 2007 2008 Mar.09 Jun.o9 Dec.o9 Mar.10 Jun.10  Previous Year Jun.o9 Jun.10
Receivables 8,5 1,7 13,9 13,7 12,1 10,8 10,1 9,8 -19,0 78,2 68,7
NPLs 0,3 0,5 1 1,3 1,4 1,5 1,5 1,5 6,6 9,2 10,6
Provisions 0,2 0,3 0,4 0,4 0,5 0,6 0,6 0,6 42,3 2,9 4,5
Banks 0,5 0,8 1,4 1,2 1,3 1,6 2 2,2 75,5 8,2 15,5
Total Assets 10 13,7 17,1 16,9 15,4 14,7 14,3 14,2 7,7 100,0 100,0
Loans Received 7,3 10,3 13,7 13,3 11,8 10,7 10,3 10,0 -15,0 76,5 70,5
3EAOAEITduitled O 2 2,5 3 3 3,2 3,5 3,5 3,7 16,1 20,4 25,7
Off-Balance Sheet Acc. 6,2 8,1 15,6 15,4 15,9 16,8 16,8 17,2 8,5 102,8 120,8
Collaterals Received n.a. na. 13,4 12,9 13,8 14,1 13,9 13,8 0,4 89,2 97,1
Collaterals Granted n.a. n.a. 0,7 0,7 0,7 0,7 0,7 0,7 -3,2 4,4 4,6
Derivative Fin. Trans. n.a. n.a. 0,9 1 0,6 1,1 0,9 1,0 54,8 4,0 6,8
Custody Assets n.a. n.a. 0,4 0,7 0,7 0,8 1,2 1,6 122,6 4,6 1,2

When income-expenditure balance of financial leasing sector is analyzed, it is seen that net
term profits increased by 22.2% in the second quarter of 2010 as compared fo same period of
previous year fo be realized as TL 268.3 million. It was due to the fact that decrease in financial
leasing income was behind the decrease in financial leasing expenditures. In the mentioned
period, non-core business income decreased by 46.2% while non-core business expenditures
decreased by 50.5%.

Table 2.3-2: Selected Items From Income Statement of Financial Leasing Companies

(TL Mmillion ) % Ch. As per

2006 2007 2008 Mar.09  Jun.o9 Sep.09 Dec.09 Mar.10 Jun.10 Prev. Year. %)

Financial Leasing Income 954,9 1287,4 1.537,90 405,7 7441 1.070,60 1.357,70 289,4 545,9 -26,6
Non- Financial Leasing Income 1.812,50 1.695,40 6.147,00 1.777,10 3.215,10 4.237,70 5.032,20 824,4 1728,7 -46,2
Financial Leasing Expenditures 421,5 588,7 807,4 208,5 358 499,6 619,5 10,4 2081 -41,9
Non- Financial Leasing Expenditures 1.779,9  1.768,9  5.846,3 1.689,3 3.088,9 4.152,00 4.881,6  724,8 1530,4 -50,5
Operating Expenses 208,8 246,2 222,5 53,8 107,2 160,3 221,6 59,4 10,5 3,1

Tax Provision 7,8 10,1 7,6 22,4 46,4 71,1 -269,7 20,4 35,0 -24,6
Net Period Profit /Loss 363,2 348,1 590,1 137,6 219,5 213,8 576 130 268,3 22,2

Due fo the fact that the credit risk in leasing sector sfill remains at high levels, NPL ratio was
realized as 13.4% by June 2010. The share of balance sheet FX assets and liabilities is around
same level with the previous year. As a positive development, the own fund profitability has
increased as to the same period of previous year. In parallel to that, asset profitability has also
changed in positive way. Number of firms incurring losses has increased to 8 increasing by
one as to the first quarter of 2010. But when compared fo high figures in 2006 and 2007, the
number of firms incurring losses has decreased to less than half the level in the last period.

BRSA 35 Financial Markets Report -June 2010



Table 3-3: Financial Leasing Sector Solidity Indicators

(%) 2006 2007 2008 Mar.09 Jun.09 Sept.o9g Dec.o9 Mar.10 Jun.10
Share in Non Bank Sector 50,7 54,5 57,9 58,3 53,6 51,4 49 47,1 44,8
Receivables/Own funds Ratio 4,3 4,7 4,7 4,5 3,8 3,6 3,1 2,9 2,7
After tax profit/Own funds 18,3 14,1 19,8 4,5 7 6,8 16,5 3,7 7,3
After tax profit /Assets 3,6 2,5 3,4 0,8 1,4 1,5 3,9 0,9 1,9
NPL ratio 3,5 4,2 6,6 8,4 10,5 11,8 12,3 13,2 13,4
Provisions Ratio 57,5 52,7 37,7 34,2 32,1 33,6 40,7 41,5 42,8
FX Assets [Assets 70,6 70,9 79,2 80,1 78,6 78 73,2 70,1 69,9
FX Liabilities /Liabilities 71,8 72,6 76,7 77,9 75 72,4 68 65,3 64,0
In balance sheet FX Net Position/Own funds -6 -9,4 14,1 12,3 17,8 26,2 21,8 19,6 22,9
Non Balance sheet FX Net Position/Own funds 133,6 167,8 340 336,3 336,1 341 315,3 317,2 306,2
Transaction level ratio (<30) 4,7 5,9 5 4,9 4,3 3,9 3,8 3,2 3,0
Number of firms made loss (Unit) 20 20 4 2 4 6 5 7 8

In leasing sector where shrinking contfinued as of September 2009, as to the first quarter of
2010, while the number of branches has reached 16 by decreasing one, number of
representative offices have reached 72 by decreasing three, number of personnel has
reached 1,287 by increasing 16, by June 2010. Number of customers benefiting from services
of the sector has approximately decreased by 3.5% during the period. Parallel to the change,
the number of leasing contracts have also declined by 3.3%.

Table 2.3-4: Financial Leasing Sector Operational Indicators

Change as to the

2006 2007 2008 Mar.09 June.o9 Sept.o9 Dec.o9 Mar.10 June.10 previous period
Number of Branch 3 10 18 18 18 18 18 17 16 -1 (Unit)
Number of Rep.Offices 79 65 80 80 78 78 76 75 72 -3 (Unit)
Number of Personnel 1311 1.557  1.427 1.347 1.339 1.316 1.280 1.271 1.287 16 (Unit)
Number of Customer v.y. v.y. 73.577 69.221 66.040 63.280 60.010 56.750  54.741 -3,5 (%)
Number of Contracts v.y. v.y.  121.627  115.207  109.318  103.573 98.596  92.337  89.251 -3,3 (%)

2.3.2 Factoring

Total asset size of continuously growing factoring sector has increased to TL 12.3 billion by
increasing 46.7% as to the same period of previous year by June 2010. 84.5% of the balance
sheet assets are comprised of factoring receivables and 8.4% thereof is comprised of
borrowings to banks. Factoring receivables has increased by 60.1% as to the same period of
previous year by June 2010. In this development thereof, receivables have been discounted
by factoring firms due fo economic circumstances caused by the global crisis played an
important role. As a positive development, NPLs of the sector has decreased both nominally
and by balance sheet share as to the same period of the last year. When the resource
structure is analyzed, it can be seen that foreign resource utilization of the sector increased
and the amount of loan received has reached TL 9.3 bilion. On the other hand, while the
weight of own funds in balance sheet has decreased, it can be seen that it has increased by
11.6% as to the same period of previous year.

Table 2.3-5: Factoring Sector Balance Sheet Main Indicators

Change as to Share of Balance
(TL Billion) Mar. Mar.1 the previous Sheet(%)
2006 2007 2008 09 Jun.o9  Sept.09  Dec.09 o Jun.10 years. (%) June.o9 June.10
Receivables 5,1 6,2 5,6 5,4 6,5 7 8,4 9,1 10,4 60,1 77,4 84,5
Non Performing Loans 0,1 0,3 0,5 0,6 0,5 0,5 0,5 0,5 0,5 -0,9 6,2 4,2
Provisions 0,1 0,2 0,4 0,4 0,4 0,4 0,4 0,4 0,4 7,4 4,9 3,6
Banks 0,6 0,4 1,1 0,7 1 1 1,1 1,1 1,0 6,1 11,6 8,4
Total Assets 6,3 7,6 7,8 7,2 8,4 9 10,5 1,1 12,3 46,7 100,0 100,0
Loans Received 4,2 4,9 4,9 4,5 57 6,2 7,6 8,2 9,3 63,1 67,8 754
Own funds 1,8 2 2,4 2,4 2,4 2,4 2,5 2,5 2,7 11,6 28,3 21,5
Total Off-Balance Sheet
Accounts 18,5 23,4 30,6 31,7 33,8 33,4 28,3 30,1 33,8 1,7 394,7 273,6
Fact. Transac. of which the
risk is not undertaken n.a. n.a. 3,9 3,7 4 2,6 2,4 2,7 3,0 -13,6 41,2 24,3
Guarantees Received na. na. 156 156 16,7 17 10,5 1 10,9 -34,4 198,2 88,7
Derivative finan.transact. n.a. n.a. 1,4 1,7 1,3 0,8 1 1,1 1,9 40,7 15,9 15,3
Custody Assets n.a. n.a. 7,9 8,8 9,7 10,7 12,8 13,6 15,6 60,6 115,6 126,5
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The period profit of factoring sector has reached TL 193.7 milion by increasing 23% in the
second quarter of 2010 as to the same period of previous year. The increase in incomes of the
sector and loss of FX fransactions decreasing by 7.3% as to the same period of the previous
year has affected profitability of the sector in positive way.

Table 2.3-6: Selected Items of the Factoring Firms Income Statement

(%)Change as
- to the Previous

(TL Million) 2006 2007 2008 Mar.09 Jun.09 Sept.09 Dec.09 Mar.10 Jun.10 Year
Factoring Incomes 1021,2 1530,8  1756,9 352,9 658,6 989,8 1357,9  329,0 699,0 6,1
Non Factoring Incomes 1015,0 2203,3 1926,2 679,3 1067,1 1456,4 1707,9 460,1 997,7 -6,5
Factoring Expenditures 503,9 619,5 808,1 138,6 254,8 393,8 527,1 147,7 314,2 23,0
Non Factoring Expenditures 874,1 2285,0 1838,3 676,5 1022,9 1396,0 1648,5 425,9 925,9 -9,5
Activity Expenditures 205,7 264,7 345,4 83,7 153,2 223,6 314,7 86,2 184,4 20,4
Tax Provisions 61,0 78,0 53,3 12,7 35,1 54,4 95,7 15,8 44,1 25,6
Net Period Profit /Loss 490,8 426,6 439,6 52,7 157,5 249,1 327,1 97,9 193,7 23,0

The performance of factoring sector in non bank financial sector is considered relatively
better except the decrease of own funds in balance sheet share. The asset and own fund
profitability of sector has recorded increase as to the same period of last year. Besides, the
decreasing NPL ratio to 4.7% is a positive development in respect of sector. While the share of
FX denominated liabilities in liability structure has regressed to 16.2% from 23.6% in the second
quarter of 2010 as to the same period of the previous year, the share of FX denominated
assets in assets has decreased to 7.8% from 12.1%. The number of firms in loss which was 15 in
the first quarter of 2010 has decreased to 14 by decreasing 1 in the second quarter.

Table 2.3-7: Factoring Sector Solidity Indicators

(%) 2006 2007 2008  Mar.09 Jun.og Sept.09 Dec.09 Mar.10 Jun.10
Share in Non Bank Financial Sector 32,2 30 26,3 24,9 29,2 31,6 34,9 36,5 38,8
Receivables/Own funds 2,9 3,1 2,4 2,3 2,7 2,9 3,4 3,6 3,9
After Tax Profit/Own Funds 27,9 21,3 18,5 2,2 6,6 10,3 13,1 3,9 7,3
After Tax Profit [Assets 7,8 5,6 5,6 0,7 1,9 2,8 3,1 0,9 1,6
NPL Ratio 2,7 4 8,2 9,8 7,4 7,4 5,9 5,2 4,7
Provisioning Ratio 92,1 87 77 75,5 79,6 81,2 83,7 84,8 85,2
FX Assets/Assets 1,5 1,6 15,4 13,1 12,1 11,5 8,2 6,9 7,8
FX Liabilities/Liabilities 23,6 24 35,1 32 23,6 20,2 16,9 16,1 16,2
In balance sheet FX Net Position/Equities -43,4  -46,9 -65 -57,5 -40,3 -32,3 -36,6 -40 -39,0
Off Balance sheet FX Net Position/Equities 56,2 40,3 175 218,1 201,3 171 189,7 184,8 209,8
Transaction Limit Ratio (<30) 3 3,3 2,3 2,3 2,9 3 3,5 3,7 4,1
Number of firms made Loss (Unit) 1 13 13 24 20 15 15 15 14

In factoring sector, the number of branches has not changed and remained as 27 in June
2010 as to the first quarter of 2010. The number of representative offices has increased to 155
by increasing 16. The number of personnel in the sector has increased to 178. While number of
customers benefiting from services of the sector has increased by 8.8% as to the same period
of previous year, the number of factoring contracts have decreased by 4.6%.

Table 2.3-8: Factoring Sector Operational Indicators

Change as to
the Previous

(Unit) 2006 2007 2008  Mar.09 Jun.0o9 Sept.09 Dec.09 Mar.10 Jun.10 Period
Number of Branch 3 16 20 23 23 25 26 27 27 0 (Unit)
Number of Rep.Office 147 19 128 13 100 107 16 139 155 16 (Unit)
Number of Personnel 2.425 2.912  3.009 2.879  2.689 2.769 2.959  3.051 3.229 178 (Unit)
Number of Customer n.a. n.a. 50.228  51.378 35.493 37.641 40.997 46.750 50.869 8,8 (%)
Number of Contract n.a. n.a. 146.558 99.503 72.639 64.628 65.952 72.082 68.732 -4,6 (%)

2.3.3 Consumer Finance

The asset size of consumer finance sector has increased by 2.3% and has been realized as TL
4.7 bilion in June 2010 as to the same period of 2009. A little positive change has been
observed in the amount of financial loans extended in the said period. Accordingly, the
balance sheet share of the receivables has increased. There was an increase in borrowings to
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banks amounting fo 20.4% in the said period. As a posifive development, the balance sheet
share of NPL is in decline. When liability structure is analyzed, it can be seen that amount of
loan extended has decreased by 3.3% as to the same period of previous year. The increase in
balance sheet share of the own funds in the same period is considered positive in respect of
sector.

Table 2.3-9: Consumer Financing Sector Balance Sheet Main Aggregates

Change Share of
As To Balance Sheet(%)
Previous
(TL Billion) 2006 2007 2008 Mar.09 Jun.o9 Sept.o9 Dec.09 Mar.10 Jun.1o year(%) Mar.09 Mar.10
Receivables 32 37 4 3,9 3,9 3,9 3,9 3,8 4,1 4,5 85,3 87,1
NPL 0,1 0,1 0,3 0,4 0,4 0,4 0,4 0,3 0,3 -23,4 8,8 6,6
Provisions o 0,1 0,1 0,1 0,1 0,1 0,1 0,2 0,2 52,8 2,2 3,3
Banks 0,1 o 0,3 0,5 0,3 0,2 0,3 0,5 0,4 20,4 6,7 7,9
Total Assets 3,4 3,9 4,7 4,8 4,6 4,5 4,5 4,5 4,7 2,3 100,0 100,0
Loans received 2,8 3,2 3,7 3,9 3,7 3,5 3,6 3,5 3,6 -3,3 80,6 76,2
Own Funds 0,2 0,3 0,4 0,4 0,4 0,4 0,4 0,4 0,4 15,3 8,4 9,4
Total Off-Balance Sheet Account 2,2 3,3 0,9 2,1 2 2,1 2,5 1,9 2,5 20,4 44,5 52,3
Guarantees Received n.a. n.a. 0,2 1 1 1,1 1,2 1,3 1,6 71,3 20,9 35,0
Derivative Finan. Transactions n.a. n.a. 0,7 1,1 1,1 1,1 0,9 0,5 0,8 -25,1 23,5 17,2

The net profit of consumer finance sector has shown serious increase with 612.2% change by
June 2010 as to the same period of last year. In the last period, non-core business income and
expenditures such as derivative and FX transactions and investments made to banks has
regressed significantly. The financial income of the sector has decreased by 7.2% as to 2009. In
this period the financial expenditures have decreased by 17.6%. The decrease in financial
incomes lagging behind financial expenditures has affected the profits of the sector
positively. Similarly, a decrease in non financial income and expenditures was experienced.

Table 2.3-10: Consumer Financing Firms Selected Income Statement Items

- %)Change As to
(TL Million) 2006 2007 2008 Mar.09 Jun.o9 Sept.o9 Dec.o9 Mar.10 Jun.10 ( P)reviofs Year
Consumer Financing Incomes 445,7 565,4 688 161,1 331,2 499,9 666,8 154,4 307,3 -7,2
Non Consumer Financing Incomes 270,6 288  1514,7 227,5 382,8 492,7 540 100,1 236,0 -38,3
Consumer Financing Expenditures 349,5 441,4 490,8 124,4 244,9 354,1 457,2 97,4 201,7 -17,6
Non Consumer Financing Expenditures  241,5 258,4 15231 219,4 372,9 483,7 523,4 100,3 226,7 -39,2
Operating Expenditures 66,7 80,1 138 23,8 49,2 79,8 18,1 25,3 54,5 10,8
Tax Provision 17,1 27,9 1,6 -0,1 3,4 4,5 12,5 4 2,6 -23,5
Net Profit/Loss of Period 46,2 45,6 9,5 0,7 4,1 16,1 13,3 8,2 29,2 612,2

FX rate risk in consumer finance sector has been continuing but as decreased. The ratio of in
balance sheet FX net position to own funds was -280% by June 2010. Asset and own funds
profitability of the sector were realized as 0.6% and 6.6% respectively during the period. While
NPL ratio in financing loans has regressed as to the same period of previous year, credit risk
has not decreased to reasonable levels. 2 of 10 financing firms operating in the sector have
incurred losses by June 2010.

Table 2.3-11: Consumer Financing Sector Solidity Indicators

(%) 2006 2007 2008 Mar.09  Jun.o9 Sept.09 Dec.09 Mar.10  Jun.10
Share in Non Bank Financial Sector 17,2 15,5 15,8 16,7 15,9 15,7 15,1 14,9 14,8
Receivables/Own Funds 13,5 12,4 10,6 10,2 10,2 9,7 9,5 9,1 9,2
After Tax Profit/Own Funds 19,4 15,4 2,5 0,2 1,1 4,1 3,2 2 6,6
After Tax Profit /Assets 1,4 1,2 0,2 0 0,1 0,4 0,3 0,2 0,6
NPL ratio 2,4 3,9 7,4 9,1 9,3 10,5 9,6 8,9 7,5
Reserve Ratio 46,5 45,5 21,5 23 25,5 28 35,6 45 50,8
FX Assets/ Assets 18,1 17,7 9,3 12,4 9,5 9 8,1 7,6 5,7
FX Liabilities/Liabilities 28,8 30 43,9 51,3 49,7 46,4 42,7 34,8 32
In balance Sheet FX Net Position/Own funds -153,2  -163,1 -432 -497,5 -480,8 -422 -380,7 -295 -280
Off Balance Sheet FX Net Position/Own funds  279,5  184,3 82,3 249,6 218,8 206 180,5 128,8 146,9
Transaction Limit Ratio (<30) 13,6 12,2 10,8 10,4 10,6 10,3 10 9,4 9,9
Number of Firms Incurring Loses 2 1 4 4 5 5 4 4 2
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While the number of firms, branches and representative offices in consumer financing sector
has not changed as from March 2009, number of personnel has increased 5 persons as to the
previous quarter. In this period an increase amounting to 2.3% and 0.4% respectively has been
observed in the number of customer and contract amounts.

Table 2.3-12: Consumer Financing Sector Operational Indicators

(Unit) Change as to
2006 2007 Dec.o8 Mar.09 Jun.o9 Sept.09 Dec.09 Mar.10 Jun.10 Previous Period
Number of Branch 6 3 3 1 1 1 1 1 1 0 (Unit)
Number of Rep.Office 0 0 0 0 0 0 0 0 0 o0 (Unit)
Number of Personnel 443 474 544 529 515 515 512 509 514 5 (Unit)
Number of Customer n.a. n.a. 357.475 301.770 287.471 259.300 229.676  220.181  225.150 2,3 (%)
Number of Contract n.a. n.a. 371.965 314.146  300.855 273.099  242.441 232.217 233.035 0,4 (%)

2.3.4 Asset Management

Total asset of asset management firms has increased to TL 484.5 million by increasing 30.4% in
the second quarter of 2010 as fo the same period of the previous year. The high rate of
increase by 1,485.7% in loan amounts which firms in the sector have assumed in the period is
drawing attention. On the other hand, while the assumed NPL amount has regressed by 12.5%
as to the same period of previous year, balance sheet share has decreased. When the
liability structure is observed, it can be mentioned that credits received have increased by
15.9% in June 2010 as to the same period of 2009. Encouragingly, the own funds have
increased notably in the mentioned period. The balance sheet share of derivative financial
instruments in the off- balance sheet accounts is negligible.

Table 2.3-13: Asset Management Companies Balance Sheet Main Indicators

Change  Balance Sheet

asto share
Previous .
(TL Million) 2007 2008 Mar.09 Jun.0o9 Sept.09 Dec.09 Mar.10 Jun.i0 Year.(%) Jun.o9 Jun.i0
Banks and Other Financial Institutions 28,5 40,9 52,2 52,4 59,3 39,6 7,8 56,9 8,6 14,1 1,7
Loans Assumed 34,7 17,9 16,2 14,9 18 190,2 254,6  236,9 1.485,7 4,0 48,9
NPLs assumed 90,6 311 293,8 293,3 342 198,7 261,7 256,7 -12,5 78,9 53,0
Provisions 33,2 7,8 5,9 59 74 96,2 99,7 103,3  1.643,6 1,6 21,3
Total Assets 241,3 369,8  374,1 371,6 366,3 3555  444,3  484,5 30,4 100,0  100,0
Loans Received 157,1 287,10 309,8 267,7 243,3 218 297,1 310,3 15,9 72,0 64,0
Own Funds 72,9 74,8 59,1 97,5 16,2 126,6  120,9  150,5 54,4 26,2 31,1
Total Off Balance Sheet Accounts 123,9 188,5 195,7 238,8 172,1 118,9 171,9 185,6 -22,3 64,2 38,3
Letters of Guarantee 2,4 16,3 16,8 20,1 10 10,1 9,5 22,1 9,9 5,4 4,6
Commitments 5,8 5,6 4,7 4,5 3,7 o 2,9 2,9 -35,6 1,2 0,6
Derivative Financial Transactions 41,4 28,2 30,1 74 7,8 7,8 7,8 7,6 -89,7 19,9 1,6
Custody Assets 72,9 137 137 140,2 150,5 101 151,7  153,0 9,1 37,7 31,6

The second quarter profit of asset management sector, incurring losses amounting to TL 5.3
million in the second quarter of 2009, has been realized as TL 27.4 million. Increasing interest
incomes in serious amount have been the main factor affecting profits. There exists a
decrease in wage and commission incomes during the period.

Table 2.3-14: Selected Income Statement Items of Asset Management Firms

(%)Change
Jun.o9-

(TL Million) 2007 2008 Mar.09 Jun.o9 Sept.o9 Dec.09 Mar.10 Jun.10o Jun.10o
Interest Incomes 6,3 2,4 0,8 2,3 93,1 129,8 34,9 82,2 3531,8
Interest Expenditures 12,1 15,5 5,8 1,3 19,2 27,3 7,6 15,6 37,3
Wage and Commission Incomes 1,5 2,4 4,7 7,5 -5,2 -4,4 0,2 -7,0 -193,5
Other Activity Incomes 18,8 24,2 13,3 21,1 47,3 61,4 6 25,8 22,2
Other Activity Expenditures 31,4 36,5 8,1 17,2 26,9 38 9,3 47,3 174,1
FX Transactions Profit/Loss 4,6 -33,3 -25,5 -9,1 (o) 0o 0o 0,0
Provision for Taxes -1,6 -2,2 1 0,1 -1,2 1 0,3 0,8 557,7
Net Period Profit/Loss -20,9 -54,7 -17,4 -5,3 14,2 24,1 19,6 27,4 618,5
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The balance sheet share of FX denominated asset and liability of the asset management firms
have decreased. Asset profitability and own fund profitability of the sector were realized as
5.7% and 18.2% respectively by June 2010. There are 6 asset management firms operating in
sector, 3 of which have incurred losses.

Table 2.3-15: Asset Management Sector Performance Indicators

(%) 2007 2008 Mar.09 Jun.o9  Sept.og Dec.09  Mar.10 Jun.10
Share in Non Bank Financial Sector 0,9 1,2 1,3 1,3 1,3 1,2 1,5 1,5
Own Funds/Receivables 58,2 22,8 19,1 31,6 32,3 32,5 23,4 30,5
After Tax Profit/Own Funds -28,7 -73,1 -29,5 -5,4 12,2 19 16,2 18,2
After Tax Profit /Assets -8,7 -14,8 -4,6 -1,4 3,9 6,8 4,4 5,7
Provisioning Ratio 36,6 2,5 2 2 21,6 48,4 38,1 40,2
FX Assets/Assets 55,1 19,1 24,6 22,6 1 17,7 14,7 13,1
FX Liabilities/Liabilities 67,2 78,4 83,1 63,2 13,9 16 30,6 27,6
Balance Sheet FX Net Position/Own Funds -40,1 -293 -370,5 -154,9 -9,2 4,9 -58,4 -46,6
Number of Firm in Loss (Unit) 2 4 4 5 3 3 2 3
Number of Total Firms (Unit) 5 5 5 6 6 6 6 6
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3 RISK, CAPITAL AND PROFITABILITY ASSESSMENT
3.1 Risk Analysis
3.1.1  Credit Risk

The amount subject to risk in the banking sector is still increasing. The amount subject to credit risk
has increased by 8.3% to TL 532.3 bilion comparing to the period of March 2010. The assetfs having
50%, 100% and 150% risk weight have all increased comparing to the period of March 2010.
Especially assets having 100% risk weight, whose share is very high among the total have increased
significantly by 8.7%.

Chart 3.1-1: Risk Weighted Assets and Amount Subject to Credit Risk
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While the increase in the amount of risk subject to credit risk is continues non-performing loans
(NPL) as well as the NPL ratio have both decreased in value. When June 2010 and March 2010
are compared with each other, it is seen that the NPL of the sector has decreased by 2%.
Thus, the decrease of NPL since end of 2009 is 3.9%. The decrease of NPL and increase
observed in loans has moved NPL ratios downwards. The sector’s NPL ratio (NPLR) which was
4.9% as of March 2010 has declined to 4.4% on June 2010.

Chart 3.1-2: Non-Performing Loans and the Ratio of NPLs
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When individual credits are analyzed, it is seen that the NPLR value of motor vehicle loans has
decreased by 4.7% compared to the period of March 2010, while the NPLR values of housing,
consuming loans and credit cards have increased respectively by 2%, 2.4% and 1.2%. The
decreases in the NPLR values of SME loans and commercial loans are respectively 4.5% and
3.6%. The decrease in the NPLR values for all loan types is significant. Credit cards and vehicle
loans are still loan types having the highest NPLR. NPLR of credit cards and motor vehicle loans
are respectively 9.4% and 8.7%.
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Chart 3.1-3: Non-Performing Commercial, Personal, SME Loans and Non-Performing Loan
Ratios
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When the sectoral distribution of NPL and NPLR is observed, it is seen that within the second
quarter of 2010, the NPL and NPLR values belonging to commercial loans have decreased
compared to previous period. The NPL belonging to individual loans has increased by 1.2%.
Within the period, the decreases of NPL of the loans of services sector as well as agricultural
and industrial sectors are 4.3%, 2.9% and 1.9%. As of June 2010 the highest NPLR were in the
individual loans (5.1%) and agricultural sector (5.3%).

Chart 3.1-4: Sectoral Distribution of NPLs and NPL Ratios
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When the subsectors with highest shares in NPL are analyzed, it is seen that the NPLR values
have decreased in all sectors compared to previous period. It is interesting fo note the decline
of the share of NPL concerning the Retail Trade and Personal Products and Food, Beverages
and Tobacco Industry within total NPL. As of June 2010, credit cards and other individual loans
are still subsectors having highest shares within total NPL.

Table 3.1-1: Sectors Having the Highest Share in NPL

Dec.09 Mar.10 Jun.10
(%) Share in NPL NPL Ratio Share in NPL Share in NPL NPL Ratio Share in NPL

Credit Cards 19,4 9,2 19,9 10,3 19,9 9,3
Ind. Loan Other 10,3 4,6 11,8 5,5 12,2 47
Wholesale Trade and Commissionary 7 6,1 7,4 6,6 7,8 5,7
Textile and Textile Products 9,6 13,5 7,9 13,6 7,6 10,6
Construction 5 4,1 5,5 4,8 5,6 41
Ind. Loan Housing 4,2 1,9 44 2,1 4,4 1,8
Agriculture 3,6 4,8 4 5,7 44 53
Retail Trade and Personal Products 3,9 6,9 3,6 6,2 3,3 5

Food, Beverage and Tobacco Ind. 3,6 5,6 3,4 5,8 3 4,2

Consequently as to the NPL's guarantee structure, it is observed that the increase in loans has
mostly been realized in the group of loans without guarantees and the decline of guarantees
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in the sector compared to previous period is significant. However, structural distribution of the
NPL according to guarantees did not change much.

Table 3.1-2: Information on Collateral and Guarantees for NPL

Proportional Distribution by

Gross balance (TL Billion) Collateral (%) Total Collateral/Loan (%)

Dec.09 Mar.10 Jun.10 Dec.09 Mar.10 Jun.10 Dec.o9g Mar.10  Jun.10
Total NPLs 21,85 21,43 20,99 100 100 100 40 40,6 36,65
a) Having I. Group Collateral 0,08 0,06 0,06 0,4 0,4 0,27 71,5 76,1 73,06
b) Having Il. Group Collateral 7,22 7,18 6,93 35,1 33,3 33,01 85,5 86,4 75,12
) Having IlI. Group Collateral 3,43 3,26 3,17 16 15,3 15,10 68 68,6 70,34
d) Having IV. Group Collateral 0,35 0,44 0,42 1,7 1,7 1,98 50,4 44,3 51,90
e)Unguaranteed 10,77 10,48 10,42 46,8 49,4 49,64
Restructured Receivables 1,01 0,87 0,71
Receivables under 0,71 0,81 0,72

Within the framework of credit risk scenario analysis realized as of June 2010, probable losses
to occur for all the scenarios related to loss of cash and non-cash loans increased when
compared to March 2010 period. It is result of the significant increase in the amount subject to
credit risk in the second quarter of 2010. Accordingly, it is observed that CAR value expected
fo be realized with the mentioned scenarios are lower for all scenarios compared to March
2010 period.

Table 3.1-3: Credit Risk Scenario Analysis Results

Mar.10 Jun.10
Scenario Loss . Loss CAR Loss ) Loss CAR
(TLmilion) AR Miﬂ;‘ , @ (TLmilion) ARG MifnT;n y @
1% of Cash Loans Turning into Loss 3.354 18,67 0,50 2,94 3.694 17,92 0,52 3,15
5% of Cash Loans Turning into Loss 16.773 16,65 2,52 14,72 18.469 15,83 2,61 15,75
10% of Cash Loans Turning into Loss 33.546 14,02 5,15 29,44 36.939 13,12 2,61 31,49
1% of Non-Cash Loans Turning into Loss 999 19,02 0,15 0,88 1.053 18,29 0,15 0,90
5% of Non-Cash Loans Turning into Loss 4.997 18,43 0,74 4,39 5.264 17,71 0,73 4,49
10% of Non-Cash Loans Turning into Loss 9.994 17,68 1,49 8,77 10.529 16,97 1,47 8,98

PS: iller Bankasi data excluded.
* Average CAR for March 2010 period is 19,17%. Average CAR for June 2010 period is 18,44%.

3.1.1  Market Risk

Within the second quarter of 2010, increase of the amount of banking sector subject to
market risk has remained limited. The amount subject to market risk in the said period has
increased by 3.3% to TL 28.5 bilion. When the capital requirement values concerning the
market risk components are analyzed, the increase of stock position risk requirement is
remarkable. The stock position risk requirement has increased by 36.3% during the period.
While increase of capital requirement for interest risk is limited to 3.5%, a decrease by 4.8% is
realized in capital requirement concerning exchange rate risk.

Chart 3.1-5: Amount Subject to Market Risk and Capital Requirement
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When the scenario analysis results used to measure the effect of the market risk for the period
of June 2010 are analyzed, it is observed that the effect of possible variations in second hand
Government Debt Securities on capital has considerably reduced compared to the period of
March 2010. The basic reason of this situation is the increase of the own funds as well as
tonsiderable decrease of the amount of GDS with fixed-interest kept within  commercial
portfolio. Within the second quarter of 2010, amount of GDS with fixed-interest has decreased
by 7.8%. During the period, the reducing effect on the sector capital of a possible decrease of
10% in the second hand GDS prices has declined from 6.2% to 5.6%.

Table 3.1-4: Effect of Probable Changes in Second-hand GS Prices
Change in Second-hand GS Prices %

Jun.10 (TL Million)

-10 -5 -1 1 5 10
Commercial
Portfolio Fixed-Interest GS Equity Effect of Change in Prices to Capital (%)
Deposit 166.720 62.612 101.203 -6,2 -3,1 -0,6 0,6 3,1 6,2
D&IB 3.076 1.301 13.342 -1,0 -0,5 -0,1 0,1 0,5 1,0
Total 169.796 63.913 114.544 -5,6 -2,8 -0,6 0,6 2,8 5,6
Mar.10 (TL Million)
Deposit 163.366 67.896 99.063 -6,9 -3,4 -0,7 0,7 3,4 6,9
D&IB 2.946 1.353 13.136 -1,0 -0,5 -0,1 0,1 0,5 1,0
Total 166.312 69.249 112.200 -6,2 -3,1 -0,6 0,6 3,1 6,2

Fixed interest Eurobond amount increased by 4,1% to TL 17,5 billion in the second quarter of
2010. The fact that the mentioned increase is higher than the increase in equities intensifies the
effect of probable change in Eurobond prices on equities. The diminishing effect of probable
10% decrease in Eurobond prices on sector’'s capital will be realized as 1,6.

Table 3.1-5: Effects of Probable Changes in Eurobond Prices

Change in Eurobond Prices %
Jun.10 (TL Million) g u !

-10 -5 -1 1 5 10
Commercial
Portfolio Fixed-Interest Eurobond Equity Effect of Change in Prices to Capital (%)
Deposit 166.720 17.522 101.203 -1,7 -0,9 -0,2 0,2 0,9 1,7
D&IB 3.076 286 13.342 -0,2 -0,1 0,0 0,0 0,1 0,2
Total 169.796 17.808 114.544 -1,6 -0,8 -0,2 0,2 0,8 1,6
Mar.10 (TL Million)
Deposit 163.366 16.831 99.063 -1,7 -0,8 -0,2 0,2 0,8 1,7
D&IB 2.946 313 13.136 -0,2 -0,1 0,0 0,0 0,1 0,2
Total 166.312 17.144 112.200 -1,5 -0,8 -0,2 02 08 15

Because the share in commercial portfolio is limited, the amount of stock and investment
funds (effects of their price changes on banking system’s capital is limited) increased by 22,6%
in June 2010 when compared to the previous period and has been realized as TL 682 million.
Parallel to the increase in stock and investment funds, effect of probable changes in prices of
stock and investment funds on capital increased compared to previous quarter.

Table 3.1-6: Effect of Probable Stock and Investment Fund Price Changes
Change in S+IF Prices (%)

Jun.10 (TL Million)

-10 -5 -1 1 5 10
Commercial
Portfolio Stock and Investment Fund Equity Effect of Changes on Capital (%)
Mevduat 166.720 682 101.203 -0,07 -0,03  -0,01 0,01 0,03 0,07
KYB 3.076 110 13.342 -0,08 -0,04 -0,01 0,01 0,04 0,08
Toplam 169.796 792 114.544 -0,07 -0,03  -0,01 0,01 0,03 0,07
Mar.10 (TL Million)
Mevduat 163.366 556 99.063 -0,06 -0,03 -0,01 0,01 0,03 0,06
KYB 2.946 69 13.136 -0,05 -0,03 -0,01 0,01 0,03 0,05
Toplam 166.312 626 112.200 -0,06 -0,03 -0,01 0,01 0,03 0,06

When banking sector exchange rate position is analyzed as absolute value, for the second
quarter of 2010, it is seen that sector's on-balance sheet position (OBSP) did not change
much while the off-balance sheet position has increased compared to previous period.
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FXNGP is realized as TL 1.14 billion in the second quarter of 2010. The sector’'s amount subject
fo exchange rate risk has decreased 4.8% compared fo previous period to TL 5.6 billion. The
FXNGP/Own Funds ratio which was -0.2% as of March 2010 has been realized as 0.9% during
the period.

Chart 3.1-6: OBP, FXNGP and Exchange Rate Risk Capital Requirement
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When results of the scenario analysis used to measure the effect of exchange rate risk for the
period of June 2010 are analyzed , considering the on-balance sheet exchange rate position
is not protected from risk, effect of possible variations in exchange rates on total capital of
the banking sector has decreased compared to previous period. The decline of on-balance
sheet position as absolute value as well as increase of own funds within the second quarter
of 2010 were effective in the decline. During the period, the reducing effect of a possible

increase by 25% in exchange rates on capital has decreased from 3.3% to 3.2% compared to
previous period.

Table 3.1-7: Effect of Probable Changes in Exchange Rates

Percentage Change in Exchange Rates

As of June 25, 2010 (USD Million) -20 -10 1 5 25 50
Shoenef;:sr;;Zn Equ. OBP!Equ' FXNGP FXNGP/Equ. Effect of Exchange Rate Changes on Capital (%)
(0BP) ) *)
Mevduat -10797 66.557 -16,2 622 0,9 3,2 1,6 -0,2 -0,8 -4,1 -8,1
+Al Egli 202 8.422 2,4 1 0,0 0,5 0,2 0,0 -0,1 -0,6 1,2
+AOal gl 1022 2.921 35,0 49 1,7 -7,0 3,5 0,3 1,7 8,7 17,5
Toplam -9.977 77.900 -12,8 672 0,9 2,6 1,3 -0,1 -0,6 -3,2 -6,4
As of March 26, 2010 (USD Million)
Mevduat -11.503 66.734 17,2 -460 -0,7 3,4 1,7 -0,2  -0,9 -4,3 -8,6
+Al Egli 292 8.530 3,4 -31 -0,4 -0,7 -0,3 0,0 0,2 0,9 1,7
+Abgl gl 818 2.898 28,2 45 1,6 -5,6  -2,8 0,3 1,4 7,1 14,1
Toplam -10.393 78.162 -13,3 -447 -0,6 2,7 1,3 -0,1 -0,7 -3,3 -6,6

3.1.2 Structural Interest Rate Risk

1-month TL and FX open interest position increased in the second quarter of 2010 compared
to the previous period. On the other hand, 1-3 months TL surplus and FX open interest position
also increased. As of June 2010, 1-month TL open position amounted fo TL 120,9 billion, 1-
month FX open position amounted to TL 62 billion and 1-3 months FX open position amounted
to TL 11,3 billion.

BRSA 45 Financial Markets Report -June 2010



Chart 3.1-7: Development of Interest Open Positions, Interest Margin and Their Components

75 - 15 o 6
50 BillionTL % ' %
25 | LI 5
0 W 10 I I l I I | | | I 4
25
3
50
75 5 2
-100
1
125
-150 ¢} o
0000000000 C0N VNNV NN NANNANNANOO0OO0OO000 [Lollcolcolcolcolicolcelcol el ol o NerNorNerNorNorNorNerNerNorNe No o el
0009090009009 90990999Q9QQQQo T "~ Q2822282892020 90920909Q00R "
........ Q8RR 909Q9299 ;MG AS e Qe
239853297550 0gEsgerro8ddds 239858897 d550888588975838
1 Month TL Deficit 1 Month FX Deficit mmmmm Placement Interest Interest Cost
1-3 Month TL Deficit 1-3 Month FX Deficit Interest Margin (Right Axis)

Scenario analysis is used to evaluate the structural interest rate risk exposed by the sector.
Within the framework of the analysis , periods remaining until re-pricing dates of assefs and
liabilities of banks and average placement interest as well as funding cost are used as data
and effect of interest changes on bank profitability is calculated. In the calculations, if is
assumed that the sensitivity of assets and liabilities of banks to interest do not change and no
new funding occurred. Furthermore, time value of money is ignored.

Table 3.1-8: Scenarios and Results Related to Structural Interest Rate Risk

Scenarios Change in TL Interest (point) Change in FX Interest (point)

1month 1-3mt. 3-6 mt. 6-12 mt. 1mt. 1-3mt. 3-6 mt. 6-12 mt.
Scenario 1 1,00 0,00 0,00 0,00 0,00 0,00 0,00 0,00
Scenario 2 0,00 0,00 0,00 0,00 1,00 0,00 0,00 0,00
Scenario 3 1,00 2,00 3,00 6,00 0,00 0,00 0,00 0,00
Scenario 4 0,00 0,00 0,00 0,00 0,25 0,50 0,75 1,50
Scenario 5 1,00 1,00 1,00 1,00 0,50 0,50 0,50 0,50
Scenario 6 10,00 0,00 0,00 0,00 5,00 0,00 0,00 0,00
Scenario 7 0,00 0,00 10,00 0,00 0,00 0,00 5,00 0,00
Scenario 8 -1,00 0,00 0,00 0,00 0,00 0,00 0,00 0,00
Scenario 9 0,00 0,00 0,00 0,00 -1,00 0,00 0,00 0,00
Scenario 10 -1,00 -2,00 -3,00 -6,00 -0,25 -0,50 -0,75 -1,50
Profit /Loss December 09 March 10 June 10
(TL Million) L FX Total L FX Total L FX Total
Scenario 1 -2.125 (o} -2.125 -2.143 [} -2.143 -2.367 o -2.367
Scenario 2 [¢] -962 -962 o -1.067 -1.067 o -1.222 -1.222
Scenario 3 -19.612 [} -19.612 -21.765 (o] -21.765 -25.034 [} -25.034
Scenario 4 o -5.261 -5.261 o -5.689 -5.689 o -7.000 -7.000
Scenario 5 -8.039 -3.321 -11.361 -9.226 -3.628 -12.854 -10.093 -4.464 -14.557
Scenario 6 -21.251 -4.812 -26.064 -21.431 -5.335 -26.766 -23.669 -6.112 -29.780
Scenario 7 -26.716 -11.537 -38.254 -28.825 -13.272 -42.096 -34.008 -16.958 -50.966
Scenario 8 2.125 (o} 2.125 2.143 [} 2.143 2.367 o 2.367
Scenario 9 o 962 962 o 1.067 1.067 o 1.222 1.222
Scenario 10 19.612 5.261 24.873 21.765 5.689 27.454 25.034 7.000 32.034

Scenarios concerning interest rate indicate that sensitivity vis a vis structural interest rate
increased moderately in TL when compared fo the previous period, while remaining
unchanged in FX. When alternative profits and losses arose in TL and FX items in consequence
of scenarios carried out, it is observed that total profit and loss values are higher in absolute
value in June 2010 as compared fo March 2010. When scenarios expressing the increase in
interests, the loss amount arose in Scenario 1 representing 1-point interest rate increase during
1-month period which was TL 2.143 million in March 2010 period was calculated as TL 2.367
million in June 2010 period.
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3.1.3  Liquidity Risk

During the period analyzed, foreign currency and total liquidity adequacy ratios in all banking
groups were realized above legal limits.

In June 2010 period, total legal liquidity adequacy rafio concerning the first maturity franche
for the banking system in general decreased when compared to March 2010. Fact that funds
received from repo transactions increased in the mentioned period is the main reason of
decrease in liquidity adequacy ratio. Total legal liquidity ratio concerning the first maturity
franche, in June 2010 period as compared to March 2010 period, decreased to 214.4% from
230% in deposit banks, to 247.4% from 249.4% in development and investment banks, to
150.7% from 176.7% in participation banks. FX liquidity adequacy ratio decreased in all
banking groups in June 2010 when compared to March 2010.

Chart 3.1-8: Development of FX and Total Liquidity Ratios Concerning First Maturity Tranche
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In March-June 2010 period, when liquidity components of banks concerning second maturity
franche are analyzed, it is observed that derivatives and loans increased and securities
portfolio decreased slightly on asset side. On the other hand, declining deposits and
derivatives caused total liquidity ratio concerning the second maturity franche to regress to
138.3% from 142.8%. During the period, due to the increase particularly in derivatives caused
liability, FX liquidity adequacy ratio decrease by 4 points.

Table 3.1-9: Components of FX and Total Liquidity Ratios Concerning the Second Maturity
Tranche

TL Million, (%) FX Total

Assets Jun.o9 Dec.09 Mar.10 Jun.10 Jun.o9 Dec.09 Mar.10 Jun.10
Derivatives 32.339(27)  44.873(36) 48.498(39) 55.493(42)| 42.558(12) 55.653(13)  60.111(14)  68.396 (15)
E?;:cs;’;egtberrsaadnd 28.647 (24) 27.227(22)  21.870 (18)  19.913 (15) 32.201(9) 31.897(8) 26.142(6)  23.948(5)
Securities Fair Value 16.696 (14) 15.110 (12)  17.228 (14) 14.781(11)| 87.091(24) 127.273(31) 143.672(34) 141.332(32)
i/:a::urrlittljs Held to 13.605 (1) 12.983 (10) 11.406 (9) 10.797 (8)| 80.412(22)  77.372(19)  77.569 (18) 77.521(17)
Loans 12.845 (11) 1.956(9)  1.513(9)  14.255(11)| 72.323(20)  74.358 (18)  75.768 (18)  83.208 (19)
Cash Assets, CBRT 7.964 (7) 8.117 (6) 7.674 (6) 8.611(7)| 35.244 (10) 30.557 (7) 28.803(7)  36.467(8)
Receivables 6.617 (6) 5.614 (4) 4.850 (4) 7.658 (6) 12.416 (3) 15.614 (4) 16.134 (4) 16.992 (4)
Investment Assets (Net) 2(0) 10 (0) 7(0) 5(0) 32 (0) 28 (0) 20 (0) 16 (0)
Total 118.714 125.890 123.045 131.512 362.277 412.750 428.221 447.883

Liabilities
Deposit 48.323 (56) 51.422(52) 50.356 (48) 52.818(46)| 141.753(55) 148.916(53) 156.522(52) 168.961(52)
Derivatives 28.138 (33) 36.262 (37)  41.796 (40) 48.489(42)| 43.057(17) 55.559 (19) 60.585(20)  68.827(21)
Other liabilities 3.891(5) 5.069 (5) 4.011(4) 6.815(6)| 44.564 (17)  51.299 (18) 52.161(17)  54.999 (17)
CBRT, Banks, Branches 2.051(2) 2.203 (2) 3.881(4) 2.529 (2) 15.958 (6) 17.821(6) 7.634 (3) 8.776 (3)
Other Loans 2517 (3) 2.048 (2) 2.648 (3) 3.162(3) 9.779(4)  8.303(3) 4.078 (1) 4.345 (1)
"$d 1.433 (2) 2.197 (2) 2.038 (2) 2.095 (2) 2.545 (1) 4.705(2)  18.846(6)  18.056 (6)
Total 86.351 99.201 104.731 115.908 257.656 286.602 299.826 323.964

Liquidity Adequacy Ratio

*) 137,5 126,9 17,5 13,5 140,6 144,0 142,8 138,3
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It is observed that Stock Value Liquidity Rafio which is calculated so as to monitor and
evaluate the liquidity balance between assets and liabilities of banks was realized above
legal limit. The ratio which was 10.9% as of March 2010 fluctuated around 10-11% in April-June
2010 period and realized as 10.8% by end of June. Deposits as the most important component
in the account of the ratio experienced 6% increase as compared o previous quarter.

Table 3.1-10: Stock Value Ligquidity Ratio? w %

Million TL Jun.o9 Dec.09 Mar.10 Jun.10 W‘\/
Cash Assets and CBRT 39.292 26.393 26.308 31.204 9
Banks, Centers and Branches Abroad 9.519 15.642 17.307 16.137
Receivables 21.138 23.278  21.585 27.198 4
TOTAL ASSETS 69.949 65.314 65.201 74.539 === Stock Value Liquidity Ratio
Deposit 485.479 526.818 542.223 574.985 Minimum Level
CBRT, Banks, Centers and Branches Abroad  30.500 32.381 31.076 31.928 1 223232229 92 2 2 ¢
Other Loans 49.429 46.508 46.797 52.426 £ d ¥ & K o 8 o < o,;\ g <
TOTAL LIABILITIES 565.408 605.707 620.096 659.340 S g e 2 2 2 % = & & = 4

) c o v - A~ & o r

Source: BRSA NN o

Weight of banking sector, which increased continuously during past years, displayed a
horizontal progress in 2010. in the distribution of domestic debt stock domestic debt stock
increased by 13.7% when compared fo same period of previous year amounting to TL 343
billion. Share of cash domestic debt stock within fotal domestic debt stock increased reaching
96.5% as of the first half of 2010. The decrease in interest cost is evaluated to cause this
development. As of June 2010, TL 217 billion total domestic debt stock is to banks, while TL 118
billion is to non-banking sector. In the distribution of total domestic debft, share of foreign
banks rising to 5.2% from 4.6% is considered noteworthy.

Table 3.1-11: Distribution of Domestic Debt Stock by Customers
% 2006 2007 2008 2009 2010 BilionTL  Developmant of Domestic Debt Stock
Jun. Dec. Mar. Jun. 400 60
Banking Sector 49,1 51,7 54,9 57,9 63,4 63,8 63,2
State B. 24,2 23,4 26 27,2 26,9 27,6 27,2 300 50
Private Banks 21,5 23,4 233 254 30,8 30,7 29,9 40
Foreign B. 2,9 4,1 4,9 4,6 4,9 4,6 5,2 200 30
Dev. and Inv. B. 0,6 0,8 0,7 0,7 0,8 0,9 0,9 20
Non-Banking Sector® 44 42,3 40,6 38,9 34,2 33,2 345 100 10
Natural Persons 8,8 5,9 5,5 4,5 2,9 2,4 2,0
Legal Entities 18,1 18,5 19,8 20,3 18,5 17,7 17,4 o o
MF* 35 45 5 53 42 40 4, ) ‘§ ) °§ T 5 = % T 3
Non-Residents 13,6 13,4 10,3 8,8 8,6 9,1 11,0 NN N RO § S 3 Q :
CBRT 6,9 6 4,5 3,2 2,3 3,1 2,3 NN
TOTAL 100 100 100 100 100 100 100,0 Total Cash Non-Cash (Right Axis)

Source: Turkish Treasury

As a consequence of interest decreases made by the CBRT in global crisis period, weighted
average repo interest rate with a maturity of up fo 14 days decreased to 7% in the last quarter
of 2009. CBRT, considering that interests in repo biddings with 1 week maturity fluctuated
around 7 per cent, decided to apply bidding method for volume in repo biddings with 1
week maturity in May 18, 2010 and defermined interest rate of the biddings as 7 per cent.
During the period, TL 21 billion of the funds from repo transactions in the sector was procured

2According to the Article 15/ A(1) of the ORegulation on Measurement and
is provisioned that cash, foreign currency, sight free account opened by the Central Bank, cash in fransit, securities due,

precious metal stock, Cheques purchased, banks, sight free account opened by overseas centers and branches,

overnight receivables from interbank money market and statutory provisions total, total deposits, CBRT, Banks, Overseas

Center and Branches Accounts and total sums of other Loans accounts excluding quasi-capital loans (TL+FX)are

recorded over stock values regardless of their maturities.

3 Non-Banking Sector includes all natural persons and legal entities excluding Savings Deposit Insurance Fund.
4 MF: Mutual Fund
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from the CBRT, TL 13.1 billion from banks and TL 18.9 billion from other resources. Banking sector
finances 6.2% of its assets by means of funds procured through repo.

Chart 3.1-9: Development of Repo Transactions
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Source: BRSA, CBRT.

Overnight average interests realized in interbank markets and Seftlement Stock Exchange
Money Market in 2010 followed a horizontal frend. As of June 2010, overnight average interest
in interbank markets which is referred also as secondary market was realized as 6.5%; while
overnight average interest in Settlement Stock Exchange Money Market5 was realized as 6.3%.

Chart 3.1-10: Development of Interbank Markets and Settflement and Custody Bank Market
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It is observed that FX liquidity surplus which increased both by maturity and size after the
liquidity shortage in the last quarter of 2008 during global crisis began to decrease in the last
quarter of 2009 and this decrease continued also in 2010. Although the decrease in FX 3-
month and 12-month maturity liquidity was severe, 3-month maturity liquidity decreased to
minimum level as syndication loan refunding concentrates in August and September. On the
other hand, TL liquidity preserved its level in end-2009.

Chart 3.1-11: Liquidity Surplus by Maturities
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s Settlement Stock Exchange Money Market (SSEMM) began to operate within the structure of the ISE Setflement and
Custody Bank Inc as of October 1, 1996 in order to ensure Intermediary Institutions having short-term cash surplus and
which cannot place it in an organized way as well as Intermediary Institutions having short-term cash need and which
want fo meet this need without disposing their long-term assets meet. .
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One of the factors that would affect FX liquidity of banks in following periods is syndication
and securitization loans. Syndication loan amount due until end-2010 is around TL 7.2 billion ($
4.6 billion), while securitization loan amount is around TL 1.6 billion ($ 1 billion). Total syndication
and securitization loan balance due during 2011-2018 is TL 22.2 billion ($14.2 bilion) and
payments concentrate in April and May 2011.

Table 3.1-12: Syndication and Securitization Loans Payment Plan

EURO DOLLAR

(Million) Syndication Securitization Syndication Securitization TOTAL?
TL $ Equivalent TL $ Equivalent  TL $ TL $ TL $

June 2010 0 (o] 60 38 0 (o] 186 19 246 157
August 2010 1.390 884 33 21 635 404 279 178 2.336 1.487
September 2010 2.280 1.459 0 0 1.448 929 231 147 3.958 2.534
October 2010 (o] (o] 60 38 0 (o] 213 136 272 174
November 2010 367 233 33 21 145 92 286 183 830 529
December 2010 701 448 o] o] 237 152 232 148 1.170 747
2011-2018 6.307 4.029 1.008 651 2.047 1307 12.529  7.989 22.191 14.166

Net liquidity surplus in the market realized as TL 10.2 billion in March 31, 2010 reached 13.3
bilion as of June 30, 2010. 60% of the CBRT market funding was realized by weekly repo
fransactions realized, while 40% was realized by 3-month repo transactions by June 30, 2010.
The CBRT, as of end-June 2010, funded the market with TL 21 billion by weekly and 3-month
repo transactions and withdrew TL 7.9 billion of the liquidity surplus by TL 8.2 billion developed
in end of the day from the Interbank Money Market in overnight maturity, and TL 0.3 billion
from ISE by reverse repo fransaction.

Funding Liquidity Index which decreased due to interest decreases the CBRT made in global
financial crisis process fluctuated in a specific franche since the end of 2009. The index which
was between 0.47 and 1.24 in April-June 2010 period, maintained its horizontal progress by
0.75 by end-June.

Chart 3.1-12: Liduidity and Funding Liquidity Index in the Market
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Source: CBRT

Concerning foreign currency liquidity, FX statutory provision ratfio which decreased by 2 points
in 2008 end to 9 per cent increased by 0.5 point to 9.5 per cent. With this increase in FX
statutory provisioning ratio, USD 700 million liquidity was withdrawn from the market by May 14,
2010.

¢ TL and $ equivalent total of syndication and securitization payments included in 2011-2018 line differs from the figures in total column, due
to securitization payment in terms of Turkish Lira at a value of TL 300 million($ 199 million) of which end of maturity is April 13, 2011.
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3.1.4 Concentration Risk

Loans extended to a natural person or legal entity or risk group at fen per cent or more of
own-funds are considered as big loans. The decreasing tendency observed in the share of big
loans in total loans and own-funds since June 2009 ceased and the share began fo rise in the
second quarter of 2010. In June 2010, ratio of loans higher than 10% of own-funds of banks to
total own-funds experienced a high increase by 11.3 points compared to first quarter of 2010
and amounting to 34.9%. On the other hand, 8.3% of total loans amounted to higher than 10%
of own-funds.

Table 3.1-13: Distribution of Large Loans Banks Extend

Dec.o9 Mar.10 Jun.10
% Ratio to Own- Ratio to Ratio to Own-
fund Loans Ratio to Own-fund Ratio to Loans fund Ratio to Loans
Larger than 10 30,0 7,7 23,6 6,0 34,9 8,3
Between 10-15 21,0 5,4 12,7 3,2 22,6 5,4
Between 15-20 5,4 1,4 7,5 1,9 8,6 2,1
Between 20-25 2,1 0,5 3,4 0,9 3,6 0,9

It is observed in the distribution of loans by amount and number of customers that 49.2% of
loans are bigger than TL 1 million. Concentration by customers takes place in loan group less
than TL 51 thousand and it is observed that 98.1% of credit customers used credit less than TL
51 thousand. Loan per customer grew in loans above TL 100 thousand, as loan amount
increased higher than the number of customers, and concentration risk in this loan tfranche
increased.

Table 3.1-14: Distriubution of Loans by Size and Number of Customers

Loan Amount per Customer

Loan Amount Total Loan (%) Number of Customers (%) (TL thousand)

Dec.09 Mar.10 Jun.10 Dec.09 Mar.10 Jun.10 Dec.09 Mar.o9 Jun.10
Larger than TL 1 million 48,4 48,8 49,2 0,06 0,07 0,07 7.613 7.612 7.922
TL 501 thousand ZTL 1 million 4,1 4,2 4,3 0,06 0,06 0,07 715 713 726
TL 101 thousand ZTL 500 thousand 10,2 10,4 10,5 0,52 0,55 0,61 197 195 198
TL 51 thousand ZTL 100 thousand 7,0 7,0 7,1 0,98 1,03 1,14 71 71 71
Less than TL 51 thousand 30,3 29,5 28,9 98,38 98,29 98,11 3 3 3
General Total 100 100 100,0 100 100 100 10 10 1

In case loans extended by the banking sector concentrate on specific sectors, credit quality
becomes more sensitive against the developments in the sector which using the loan. When
the distribution of cash loans is analyzed on sector basis, it is observed that 60.7% of total loans
were extended to 10 different sectors. In addifion to this, fact that 31.3% of total loans were
extended as consumer loans (housing loans, personal consumer loans and other loans and
credit cards) in which credit amount is relatively low and the number of customers is high
emerges as a factor decreasing concentration risk of the sector.

Table 3.1-15: Concentration of Loans on Sector Basis

% Dec.08 Mar.09 Jun.o9 Sep.09 Dec.09 Mar.10 Jun.10
Consumer and Other Loans 10,3 (2) 10,3 (2) 10,8 (2) 10,9 (2) 11,1(2) 10,3(2) 11,3(1)
Personal Housing Loans 10,4 (1) 10,4 (1) 10,8 (1) 11,0 (1) 11,3 (1) 10,4(1) 11,2(2)
Credit Cards 9,3(3) 9,1(3) 9,6 (3) 9,6 (3) 9,5(3) 9,1(3) 8,8(3)
Construction 54 (5) 55 (4) 5,8 (4) 59 (4) 6,0 (4) 5,5(4) 6,0(4)
Wholesale Trade and Brokerage 5,6 (4) 5,4 (5) 5,4 (5) 5,4 (5) 5,7(5) 5,4(5) 5,8(5)
Monetary Institutions (Banks, Financial Leasing, 3,7(8) 3,8(6) 3,7(6) 3,6 (7) 3,6 (8) 3,8(6) 3,9(6)
Fac., Cons. Fin. Companies)

Metal Main Ind. and Worked Mine Prod. Ind. 3,8(7) 3,5(7) 3,5(8) 3,5(8) 3,6 (7) 3,5(7) 3,9(7)
Agriculture 3,3 (10) 3,4(8) 3,6(7) 3,7(6) 3,8(6) 3,4(8) 3,6(8)
Food, Beverage and Tobacco Ind. 3,1(11) 3,1(12) 3,0 (11) 3,2(11) 2,8 (12) 3,1(11) 3,1(9)
Defense and Public Management and Statutory 3,0 (12) 3,1(11) 3,1(9) 3,1(12) 3,0 (11) 3,2(10) 3,1(10)

Social Security Institutions
Note: Figures in parenthesis indicate the order of the share of credit amount extended to that sector within total.
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When the deposits are analyzed by amount and number of customers as of June 2010, it is
observed that concentration by amount was realized in deposit group bigger than TL 1 million,
while the concenfration by the number of depositors realized in deposit group less than TL 10
thousand. Fact that deposit per depositor increased in deposit groups bigger than TL 1 million
indicates that concentration increased. Deposit per depositor for other tfranches displayed no
significant change.

Table 3.1-16:Distribution of Deposit by Size and Number of Customers

Deposit Amount per Depositor (TL

Deposit Amount Deposit Total (%) Number of Depositors (%) Thousand)
Dec. Mar. Jun. Dec. Mar. Mar.
Jun. 10 Dec. 09 Jun. 10

09 10 10 09 10 10
Larger than TL 1 million 43,1 45,2 46,6 0,04 0,04 0,03 7.107,2 7.606,6 8.199,4
TL 250 thousand-TL 1 million 14,8 14,4 14,5 0,21 0,21 0,2 512,4 509,9 509,1
TL 51 thousand-TL 250 20,4 1,0 110,1
thousand 29 21,2 39 1,40 112,6 112,6
TL 11 thousand-TL 50 123 13,0 o 2,8 20 24,6
thousand & 13,5 407 4,01 > 24,9
Less than TL 10 thousand 6,0 5,8 5,5 94,29 97,26 41,9 0,5 0,4 0,7
Zero Accounts - - - - - 54,1 - - -
General Total 100 100 100 100 100 100 6,7 7,2 5,3

When maturity structure of deposits is analyzed, it is observed that demand deposit and
deposit with a maturity of up to 3 months constitute 92.5% of total deposits. The said situation is
structural characteristic in Turkish banking sector. The fact that deposits, most important
financing resource of banking sector, are concenfrated generally in short-term effects
liquidity risk negatively and creates an asset-liability maturity mismatch as long-term assets are
financed with short-term liabilities.

Table 3.1-17: Maturity Structure of Deposits

9 Sep. Dec. 09 Mar. Jun.

) Jun.o8 Sep.o8 Dec.0o8 Mar.09 Jun.o09 09 10 10
On Demand 15,8 15,4 13,7 13,6 14,2 15,8 15,6 14,8 15,5
Up to 1 Month 31,0 28,4 31,5 31,6 30,7 29,3 27,7 29,9 30,3
Between 1to 3 Months 44,6 46,6 46,1 46,1 46,8 46,4 48,5 47,7 46,7
Up to 3 Months 91,4 90,4 91,2 91,3 91,6 91,4 91,9 92,4 92,5
Between 3 to 6 Months 3,7 44 3,3 3,5 3,4 3,5 3,3 3,3 3,6
Between 6 to 12 Months 2,2 2,4 2,5 1,9 1,8 1,7 1,6 1,5 1,3
Above 1 Year 2,8 2,7 2,9 3,3 3,2 3,4 3,3 2,8 2,5
Total 100 100 100 100 100 100 100 100 100

3.2 Capital Adequacy

Capital adequacy ratio (CAR) of banking sector was 19.2% as of June 2010. The decrease by
0.7 point experienced in CAR in the second quarter of the year derived from the increase in
risk weighted assets by 6.9% against the increase in own-funds by 2.9%. Essentially, the increase
in risk weighted assets derived from the increase in sum as a basis for credit risk.

Table 3.2-1: Own funds, Risk weighted assets, CAR

Own-funds (TL Billion) RWA (TL Billion) CAR
Iy o Puan
D:9c' Mario Junio ©change Dec.o9 Mar.10 Jun.10 % change Dec.o9 Mar.10  Haz.10 ARgGEF

Sector 115,0 120,5 124,0 2,9 562,0 604,1 645,8 6,9 20,5 19,9 19,2 -0,7
Deposit 97,9 102,8 105,9 3,0 512,3 552,6  591,6 7,1 19,1 18,6 17,9 -0,7
- State 23,6 25,2 25,2 0,0 126,5 137,7 146,8 6,6 18,7 18,3 17,2 -1,1
- Private 56,7 59,4 62,0 4,4 290,4 3143 3383 7,6 19,5 18,9 18,3 -0,6
- Global 17,6 18,2 18,7 2,7 95,4 100,6  106,6 6,0 18,5 18,1 17,6 -0,5
DIB 12,7 13,2 13,4 1,5 21,1 21,6 21,9 1,4 60,3 61,2 61,3 0,1
Participation 44 4,5 4,7 44 28,6 30,0 32,2 7,3 15,3 14,9 14,5 -0,4
Big-Scale 74,6 78,8 81,2 3,0 386,5 419,9  450,5 7,3 19,3 18,8 18,0 -0,8
Medium-Scale 20,6 21,3 22,0 3,3 122,2 129,1 137,6 6,6 16,9 16,5 16,0 -0,5
Small-Scale 19,8 20,4 20,8 2,0 53,3 55,1 57,8 4,9 37,2 37,0 36,0 -1,0

Explanation: Own-funds amount is taken from SY430 form and is different from balance-sheet own-funds.
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When analyzed by function groups, it is observed that CAR of development and investment
banks increased by 0.1 points in the second quarter of the year, while CAR of other function
groups decreased. During the period, tofals of development and investment banks, as a basis
for credit risk, paralelly the increase in total risk weighted assets is limited when compared to
other groups. Highest increase in risk weighted assets was experienced in private deposit
banks by 7.6%.

According to the analysis made by scale, CAR of all scale groups decreased moderately. The
highest decrease was experienced in big-scale banks because of the high increase in their risk
weighted assets.

Chart 3.2-1: Own Fund, Risk Weighted Assets and Capital Adequacy Ratio Index
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Rising frend in CAR, as of third quarter of 2008, has started to show tendency to decline as
from first quarter of 2010. The decrease in CAR can be explained by sector’s increasing supply
of credits as of the second quarter of 2009, which had cut back thereof in the period when
the effects of financial crisis prevailed. While the increase in risk weighted assets of sector has
been little below the previous quarter, it remained quite above the increase in 2008 and 2009.

Evaluating capital quality of the sector, when proportional rate of items comprising own funds

is analyzed; it can be seen that tier 1 capital is comprised of total own funds by 91.2% and the
share of paid in capital is 37.3%, indicating that the sector is operating with high quality
capital. An increase amounting to TL 3.9 billion has emerged in the tier 1 capital of sector by
the second quarter of the year. While the increase in paid-in capital remained limited, an
increase amounting to TL 6.2 billion was experienced in capital reserves. TL 5.8 billion of the
increase thereof is comprised of extraordinary capital reserves.

Table 3.2-2: Own Fund Main Components

Share
(TL Million’) 2007 2008 June.o9 Dec.09 Mar.10 June.10 V\C/)':T: (MaS.Ts/nJ%iiJo)
Funds
Tier 1 Capital 74.638 88.619 94.390 104.139 109.097 113.056 91,2 3,6
-Paid-in Capital 31.623 39.406 41.365 42.542 44.459 46.298 37,3 4,1
-Capital Reserves 33.661 39.911 49.857 49.228 56.206 62.431 50,4 1,1
-Net period profits and 11.511 20.568 17.222 13.159 10,6 -23,6
Previous year profits 15.408 13.718
-Loss not covered with reserves  -18.756 -18.023 -17.962 -17.992 -17.942 17:945 14,5 0,0
Supplementary capital 7.138 8.560 10.144 12.201 12.763 12.321 9,9 -3,5
-General Provisions 2.534 3.641 3.859 4.083 4.310 4.584 3,7 6,4
-Secondary subordinated debts 3.347 5.493 5.497 5.538 5.523 5.460 4,4 1,1
Tier 3 Capital 0 0 0 [¢] [¢] [¢] - -
Deductions from Capital -4.339 -4.452 -1.306 -1.300 -1.343 -1.392 1,1 3,6
Own Funds 77-436 92.727 103.228 115.040 120.517 123.984 100 2,9

86.7% of total amount subject to credit risk is comprised of 100% risk weighted assets. While
total riskless assets has increased by TL 9.9 billion in the second quarter of year, total 100% risk
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weighted assefs has increased TL 36.9 billion. The highest increase in riskless assets has
occurred in accounts kept in Central Bank. On the other hand, loans in 100% risk weighted
assets has increased by TL 29.7 billion and, non cash loans and commitments have increased
by TL 4.9 billion.

Table 3.2-3: Amounts subject to Risk and Risk Weighted ltems

Jun.10
(TL Million ) 2007 2008 Jun.og Dec.o9  Mar.10 Amount Weighted Change%
Amount Jun.10-Mar.10

- Assets with 0% risk weight 229.758  228.731  236.096  262.657  251.271 261.134 0 3,9
- Assets with 10% risk weight o o 0 0 0 0 0 -

- Assets with 20% risk weight 63.713 48.257 55.734 51.460 51.711 49.248 9.850 -4,8
- Assets with 50% risk weight 78.757 94.785 93.990 99.039 105.458 113.131 56.565 7,3
- Assets with 100% risk weight 290.711  375.908  381.929 402.532  424.448  461.338 461.338 8,7
- Assets with 150% risk weight - 1.747 1.905 2.228 2.104 2.464 3.695 17,1
- Assets with 200% risk weight - 173 270 392 431 426 851 -1,2
Amount subject to Credit Risk 343.275 435.919  443.468 466.470 491.538 532.300 8,3
Amount subject to Market Risk 14.854 19.947 22.763 24.939 27.591 28.494 3,3
Amount Subject to Operational Risk 51.180 59.681 70.569 70.569 84.975 84.975 0,0
Total Risk Weighted Assets 409.309 516.547 537.800 561.979 605.103 645.769 6,7

*
Amount subject to operational risk was taken from SY430 form, and thus is different from the value calculated as main indicator.

While capital requirement represents the amount to be held due to risks exposed, it is
calculated by taking amount subject to risk as basis. 82.4% of banking sector capital
requirement is comprised of credif risk, 13.2% is from operational risk and 4.4% thereof is
comprised of market risk. Free own funds amount, calculated by decreasing capital
requirement amount from own funds total, has reached TL 72.3 bilion by increasing TL 0.1
billion as to the previous quarter.

Table 3.2-4: Distribution of Legal Capital Requirement

June 2010 Deposit DIB Participation B. Total
TL Million Share% TL Million Share% TL Million Share% TL Million  Share%

Credit Risk Capital Requirement 38.917 82,2 1.416 80,8 2.252 87,3 42.584 82,4
Market Risk Capital Requirement 2.167 4,6 98 5,6 14 0,5 2.280 4,4
Operational Risk Capital 6.245 13,2 240 13,7 313 12,1 6.798 13,2
Requirement

Total Capital Requirement 47.329 100 1.753 100 2.579 100 51.661 100
Free Own Funds 58.557 - 1.672 - 2.094 - 72.323

When effect of probable FX and interest ratio changes to CAR is analyzed, it can be seen that
while other variables are fixed, %10 increase in USD would decrease CAR o 0.29. An increase
in the level of Euro amounting to 10% shall create 0.31 points decline in CAR. On the other
hand, an upward change of 2 points in rate of interest; shall decrease CAR 0.96 poinfs and a
downward change of 1 point shall increase CAR amounting 0.49 point.

Table 3.2-5: Effect of Probable Exchange and Interest Rate Changes to Capital Adequacy Ratfio

(%)Change in FX( USD) (%)Change in FX( Euro) Change in TL Interest Rate(Point)
-10 1 5 10 -10 1 5 10 -2 -1 +1 +2
(%)Estimated RWI Change -1,24 0,12 0,62 1,24 -0,62 0,06 0,31 0,62 0,69 0,34 -0,33 -0,65
(%)Estimated Own funds 1,18 0,12 0,21 -0,33 1,08 -0,11 -0,54  -1,08 6,15 3,03 -2,95 -5,81
Change
Estimated CAR Change (point) = 0,01 o -0,08  -0,29 0,31 -0,03 -0,16  -0,31 1,00 0,49 -0,49 -0,96

3.3 Profitability Analysis

Period net profits of banking sector has reached TL 12.2 billion by increasing 10.4% in the
second quarter of 2010 as to the same period of previous year. The annual increase in
profitability ratio has been realized by rise of the ratfio during previous quarter. While total
incomes of the sector has decreased amounting TL 5.5 bilion, total expenditures have
decreased amounting to TL 6.9 billion as to same period of last year. One of the factors
affecting profitability of the sector positively is declining special provisions, allocated for non
performing loans amounting to TL 1.9 billion, in total expenditures. While the interest income
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from loans have decreased by 17% amounting to TL 4.8 billion, interest expenditures paid to
deposit has decreased by 24% amounting to TL 4.7 billion. While loans increased by TL 86.7
bilion and deposits have increased by TL 26.9 billion during the period, due to short tferm
structure of deposits, the decrease in interest expenditures paid to deposits were higher.
Credit interest incomes have increased TL 11.6 billion and deposit interest expenditures have
increased TL 7.8 billion in the second quarter of the year as to the previous quarter. As to the
index created by taking 2006 year-end as basis, it can be observed that decline rate in
interest incomes from loans until the second quarter of 2010 is quite behind the decline rate in
interest expenditures paid to deposits. But in spite of partial increase in weighted average
deposit inferest rates, due to decrease in weighted average loan inferest rates7, index
composed of annualized income-expenditure items reveals the margin has decreased
between credit interest and deposit interest expenditures.

Chart 3.3-1: Interests from Loans -Change Index of Interests Paid to Deposits
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belonging to 12 months for each period.

Consumer loan interest income has declined amounting to 7.5% and commercial and
corporate credit interest incomes have declined, by higher amount, by 22.8% in the second
quarter of the year as fo the same period of previous year.

Table 3.3-1: Interest Incomes by Loan Types

2008/12 2009/6 2009/12 2010/3 2010/6

TL %Share TL %Share TL %Share TL %Share TL %Share
Millio Million Million Million Million
n

(June 2010)

Interest Incomes from Consumer Loans  13.194 25,1 7123 25,7 14.399 27,4 3.590 31,5 7.248 31,5

Interest Incomes from Installment 6.549 12,5 3.344 12,1 6.406 12,2 1.387 12,2 2.749 11,9
Commercial Loan

Interest Income from Credit Cards 5.819 1,1 3.320 12,0 6.102 1,6 1.198 10,5 2.414 10,5
Interest Incomes from Directed Loan. 2.807 5,3 1.643 5,9 3.203 6,1 661 5,8 1.328 5,8
Interest Incomes from Export Loans 2.585 4,9 1.581 5,7 2.643 5,0 403 3,5 808 3,5
Interest Income from Deposit on Credit  2.146 4,1 1.351 4,9 2.603 5,0 580 5,1 1.168 5,1
Interest Income from Credit to 787 1,5 368 1,3 630 1,2 147 1,3 307 1,3

Financial Sector
Interest Incomes from NPL and

Receivables in Loss Nature 723 4 334 12 803 5 256 %3 561 24

When development of interest incomes by loan types is analyzed, it can be seen that, share of
interest income, from consumer loans, in loan interest incomes has gradually increased, as
there were no changes in the last quarter, as from the end-2008. The share of installment

7 Resouce: CBRIT. weighted average interest rates on loans extended was considered in TL denominated in banks and
deposit amounts of maximum deposit interest ratios which the banks declared they would adoptl in the concerned
month by maturities and averages calculated by weighting to number of days.
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commercial loans, import and export loans are quite stable. Besides, it can be seen that
sector's ability to collect NPL has increased. Interest incomes from receivables to be
liguidated and receivables in loss nature comprise 2.4% of tofal loan interest incomes. The
sector has made profits amounting to TL 1.7 billion for capital market transactions by June
2010. While loss amounting to TL 2.8 bilion was experienced from derivative financial
instruments, TL 2.5 billion thereof is comprised of loss in derivative financial instruments with
purchase and sale purpose and TL 271 million thereof is comprised of loss in derivative
financial insfruments with hedging purpose. There was loss amounting to TL 1.8 billion in swap
money purchase and sale transactions, TL 630 milion in swap interest purchase-sale
fransactions and TL 205 million in forward exchange transactions.

Chart 3.3-2: Profit/Loss from Derivative Financial Instruments
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When the distribution of income items in total income is analyzed, it can be seen that 45.1% of
fotal incomes comprises of interest gained from loans and 26.8% thereof is comprised of
interest taken from securities in the second quarter of 2010. Total wage and commissions and
banking services income comprise 13.7% of total incomes. While the highest item in banking
service incomes, amounting to TL 5.4 billion, was wage and commissions taken from credit
cards with TL 2.1 billion, which comprises 3.7% of sector’s total income. When distribution of
expenditure items in total is observed, it can be seen that share of interests paid to deposits in
fotal expenditures has increased in the second quarter. The increase in deposits over the
previous quarter in the second quarter of the year has been effective in the increase of the
share of deposit inferest expenditures. While the share of deposit interest expenditures in total
expenditures was 40.4% in the first quarter of 2010, the rate has reached 41.9% in the second
quarter.

Chart 3.3-3: Share of Income/Expenditure ltems in Total Income/Expenditures
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The asset and own funds profitability of banking sector were 2.6% and 19.1% respectively in
the second quarter of 2010.A relative high decrease in profitability rate of deposit banks were
observed during the period.
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Table 3.3-2: Return on Assets and Ownfunds

(%)ROA (%)ROE
2007 2008 Junog Dec.o9  Mar.10 Jun.10 2007 2008 Jun.og Dec.o9 Mar.10  Jun.10
Sector 2,8 2,0 2,2 2,6 2,7 2,6 21,7 16,8 18,2 20,2 20,1 19,1
Deposit 2,7 1,9 2,1 2,6 2,7 2,6 23,1 17,5 19,4 22,0 21,9 20,8
Participation 3,2 2,8 2,8 2,4 2,3 2,2 27,3 21,6 19,9 17,3 17,4 16,5
DB 5,0 4,5 4,5 4,0 3,6 3,2 10,5 9,4 9,7 8,5 7,6 6,8
Large scale 2,8 2,2 2,2 2,7 2,9 2,8 24,9 19,3 21,3 24,6 25,0 24,1
Medium scale 2,2 1,4 1,4 1,9 1,7 1,6 18,1 10,2 10,8 14,3 12,3 11,8
Small scale 3,5 2,4 3,0 3,0 2,6 2,5 11,8 9,9 10,6 9,3 7,8 7,7

It can be seen that the rate of income of asset creation in banking sector has decreased
amounting fo 1.7 points due to the decrease in interest rates in June 2010, as to same period
of previous year. Since the average asset size of the sector has increased by 15.3% and total
incomes have decreased by 9.8%, it has caused total incomes/average assets ratio to
decrease. Nevertheless, the rate of total expenditures to liabilities has decreased to 4.4% by
declining 1.6 points due to the decrease in interest rates.

Table 3.3-3: Profitability Indicator Ratios

(%) 2003 2004 2005 2006 2007 2008 Jun Dec Mar Haz
09 09 10 10
;::ltlncomes/Average Total 22,9 17,2 59 155 164 159 7,9 13,8 32 6,2
Total Expenditures 18,1 13,4 12,6 1,8 12,5 12,5 6,0 9,3 2,3 4,4
/Average Total Liability
Net interest Margin 5,1 6,4 5,4 4,7 4,9 4,8 2,8 5,4 1,3 2,4
140,8 177,6  176,3 160, 158, 156,5 183,7  196,1 218,2  208,8
Interest Incomes/Interest Expenditures 9 0
Interest Expenditures /Interest Return Assets 19,7 16,2 12,6 12,9 14,0 13,9 6,9 11,9 2,6 4,9
Interest Expenditures /Interest Return Liabilities 14,2 9,6 7,4 8,4 9,5 9,3 4,0 6,6 1,3 2,6
Spread 5,5 6,7 5,1 4,6 4,5 4,6 2,9 5,3 1,3 2,4
Non-interest Incomes/Non interest Expenditures 95,5 50,9 63,0 74,8 77,7 66,2 87,9 75,6 82,9 85,0
Operational Expenditures/Total Income 24,9 30,4 350 26,5 250 21,1 16,0 12,7 28,9 28,5
Interest Paid to Deposit /Average Deposit 16,6 11,0 9,5 10,0 10,8 11,0 4,5 7,4 1,5 2,9
Interest Income from Loans [Average Loans 19,9 18,9 16,7 15,1 16,1 15,8 7,8 14,4 3,1 5,9
Wage-Commission Income from Loans [Average 1,6 1,3 1,0 0,8 0,7 0,8 0,4 0,9 0,2 0,4
Loans
Interest Income from Securities /Average Securities 24,5 18,1 14,0 14,0 14,8 15,3 7,3 12,3 2,9 53
Portfolio

Net interest margin: Net Interest Incomes/Average Total Assets
Spread: (Interest Incomes/Assets with interest returns)-(Interest Expenditures/liabilities with interest cost)

Interest expenditures have increased in higher level as to interest incomes in the second
quarter of 2010. Due to that the coverage rate of interest incomes to inferest expenditures has
decreased by 9.4 points in the second quarter of the year. During the period, interest incomes
were approximately twice interest expenditures in the period.

Net interest margin, showing the degree of net inferest income creation of sector’s assets, has
decreased by 0.4 point as to the same period of previous year. While the rate of decline in net
interest margin was 0.1 point in the first quarter of 2010, the decrease in higher amounts in the
second quarter shows the fact that net interest income creation capacity of the sector has
decreased as to previous quarter. In the same period, while interest income creation capacity
of interest bearing assets was 4.9%, the rate of interest expenditures to liabilities with interest
cost has been 2.6%. Spread, presenting the difference between interest income margin and
interest expenditure margin, has decreased to 2.4% by decreasing 0.5 point as to the same
period of previous year.

The decrease in the rate of interest from loans to average loans as to the second quarter of
2009 is higher than rate of interest paid to deposit to average deposit.  While a decrease
amounting to 2.9 points in the coverage rate of non interest incomes to non interest expenditures
was experienced as to the second quarter of 2009, it can be seen that the profitability of the sector
has been affected with respect to non interest incomes and expenditures.
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3.4 Scenario Analysis

Within the scope of econometric model used with a view fo creatfe scenario, when assuming
four different development, scenarios including all stress factors used in sfress tests are
developed, it can be seen that the scenario of 2 points of increase in TL interests (CBRT o/n
interest) assumed has caused a decline in USD and Euro interests and USD rate of exchange
and an increase amounting to 3% approximately in euro rate of exchange as result of an
increase in TL interests. Within the scope of same scenario, while stock prices has shown
monthly increase of 2.11% , the cash credit loss rate was 0.26% and inter-maturities deposit
fransition rate was 0.85%. When decrease amounting to 1 point is assumed in TL interests,
while economeftric model presents decrease amounting to 1.83% in stock prices, interest of
USD and Euro shall decrease and deposit fransition rate shall be 0.91%. Other than the two
scenarios predicting different increases in TL interest rates, similar to the states in September
2009 and January 2008, other two scenarios were infroduced upon the assumption that prices
of istanbul Stock Exchange stocks decrease. In the first of these scenarios, it was assumed
there was a decrease amounting to 5%, 2%, 7% and 3% in four business days while in the
second scenario, there was decrease amounting to 22% monthly as result of fluctuation lasting
1 month in ISE

Table 3.4-1: Scenarios and Scenarios Analysis Indications

Scenarios Cash  Change USDRate EUR Rate TL usb EUR

And Stress Factors Calculated as a result Loan of of of Interest Interest Interest Deposit

of Scenarios Loss Stock  Exchange Exchange  Rate rate rate Crossing  Minimum
(Monthly effects - %) Rate Prices  Change Change  (point) (point) (point) Rate CAR

2 points of Increase in TL interests 0,26 2,1 7,32 2,97 8,50 1,62 1,69 0,85 8,0

1 point of decrease in TL interests 0,26 -1,83 -2,45 1,83 5,50 1,72 1,81 0,91 8,0

Decrease amounting to 5%,2%,7% and 3%
in 4 business days in ISE

Decrease amounting to 22% due to
fluctuation extended to 1 month in ISE

0,25 21,23 8,57 4,04 6,51 1,85 1,98 0,98 8,0

0,24 21,95 10,73 -0,92 4,32 1,98 2,17 1,07 8,0

When the scenarios developed implemented on the current portfolio by June 2010, it can be
observed that the scenario of 2 points of increase in TL indicates that the probable loss shall
be TL 9.7 bilion. The scenario is one with highest loss. In the scenario where decreases are
taken into account in four business days in ISE, there is a loss amounting fo TL 1 billion. On the
other hand, with the scenario of decrease amounting to 22% with one month volatility in ISE
100 index, it is estimated that a profit will probably would be realized.

Table 3.4-2: Scenario Test Results— Profit-Loss

Coming
from rate From

Scenario Results by Jun/10 Profit -Loss of Noncash FromTL FromUSD EURO Probable Securities
(TL Million and %) exchange From Loans  Loans.  Interests Interests Interests Total P/L P/L
Increase amounting to 2 points in TL Interests -1.385,3 -960,4 0,0 -7.767,6 302,8 104,2 -9.706,9 -2.265,3
Decrease amounting to 1 point in TL interests -569,7 -960,4 0,0 4.071,2 158,3 65,0 2.764,4 1.445,3
Decrease amounting to 5%, 2%, 7% and 3% in ISE
within 4 business days. 85,7 923,5 0,0 40,1 28,7 9,7 1.068,2 23,3
Decrease amounting to 22% due to fluctuation

& -297,8 -886,5 0,0 9.046,0 -214,9 51,6 7-595,2 2.739,9

extended to 1 month in ISE

Parallel to the probable profit/loss information, while the highest decrease in probable CAR
was determined in increase scenario amounting to 2 points in TL interests; it can be seen that
a short term sharp fluctuation in ISE could indicate higher decline in CAR compared to a long
term downward fluctuation.
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Table 3.4-3: Scenario Test Results — Capital Adequacy

Probable
Probable P/L Rate of CAR
effecting exchange Probable under

Scenario Results Capital Adequacy by Probable (Except rate of amount Probable Capital Minimum
June/1o0 (TL Million and %) ownfunds  exchange)  effecting RWA RWA  Probable CAR  Demand Rate
Increase amounting to 2 points in TL
Interests 107.591,7 -8.321,1 -4.589,4 626.558,9 17,17 0,0 Non
Decrease amounting to 1 point in TL
Interests 120.063,0 3.334,0 -1.206,8 637.022,5 18,85 0,0 non
Decrease amounting to 55,2%,7%and 3% .
in ISE within 4 business days 116.987,0 982,5 83343 6439341 18,17 0,0 non
Decrease amounting to 22% as a result of 124.021.1 6.02 8.080.0 6 6.0 19.28 0.0 non
fluctuation extended to 1 month in ISE 4-921, -025,7 -080, 47-936, 9 )
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