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EXPLANATION

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

This issue of the Financial Markets Report is composed of three sections.
The Report includes the global and national economic developments in
macro financial framework section; developments in money and capital
markets as well as performance analysis of banks and financial leasing,
factoring and consumer financing insfitutions 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 analyses 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.

BRSA takes necessary measures to provide the quality and accuracy of
the data within the tables and charts presented in this Report. On the
other hand the Agency does not make any commitments on the
exactitude, accuracy and integrity of the data presented by this
publication and declines any legal liability on account of these data.

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 BRSA
database by the date of September 14, 2010. The updates following this
date are outside the scope of this Report.
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GENERAL EVALUATION

The main factors shaping the latest global economic developments are the slow down in
global recovery due to reasons arising from developed economies and the continuation of
fragilities in financial markets. The current imbalance in global economic activity causes
developed economies to maintain their loose money policies. This is affective on the
orientation of global capital flows to emerging markets intensely. Increasing capital
movements have effects on exchange rate imbalances on global scale. Increasing asset
prices in emerging countries points out to a new balloon risk. The effects of re-tightening of
the finance policy which is used as an exiting sfrategy on growth is one of the most
important uncertainty factors relating to the forthcoming period.

Together with the economic recovery in Turkey which is better than the expected, the
implementation of the financial discipline by determination and the improvement of the
country grade, the reliance to our country improves and rising global liquidity increases the
capital inflows. As a matter of fact, Turkey is one of the leading countries as per portfolio
investment input among emerging market economies. Although it is not expected that the
risk appetite of the mentioned portfolio investors is not high and they have a short-term
point of view, it will be fruitful to carry out close-monitoring in order to follow the
speculative actions. In parallel fo these developments, market interest decreased, stock
prices increased and Turkish Lira gained value. Under these circumstances, when the
increasing credit volume and the recovery in domestic demand combine with the weak
foreign demand, the current deficit accelerates. There is a moderate recovery in labor
force market and inflationist risks are not expected despite the pressure of agricultural
prices. The implementation of a more stable indebtment and finance policy when
compared to European countries strengthens the reliance fo Turkish economy. The
movement of the ratio of household debt burden which is one of the factors for the
deepening of the global crisis to GDP in Turkey is rather low when compared to developed
economies and risks in these are manageable. Total debt equities ratio of real sector
companies in Turkey is low when compared to equivalent economies, so the risks that may
arise from companies sector are limited. The mentioned indicators sfill point out to an
opportunity of a strong financial deepening in household and companies sector despite
the global crisis. By the expectation of the maintenance of this relative soundness of Turkish
financial system, if national and global investors orient their investments by being aware of
the mentioned potential, it will confribute to the strong position of Turkey.

Asset size of financial sector had a limited growth when compared to the previous quarter

and total assets of the sector reached to TL 1.152,8 billion as of September. By taking into

consideration the effect of financial sector on economic growth process, maintenance of

sectords growth trend is i mportant. Whil e factoring an
have a relative high growth in financial sector, asset size of securities investment funds and

real estate investment trusts diminished. Especially the contribution of insurance sector is

deemed important for the maintenance of the growth in financial system, development of

risk management and to create a compound structure.

The banking sector maintained its growth in the third quarter of 2010. However, since the
orientation to alternative channels and efficiency increased in the growth process causes
slow down in classical branch channel especially the personnel component. This
orientation which is positive for sector in means of cost, efficiency and competition may be
evaluated as negative in long term in means of employment and creation of added value
based on domestic employment in current macroeconomic structure. The sector is
expected use its growth facilities domestically and abroad by increasing its access
channels, customer mass and product diversification in the following period.

Capital adequacy ratio maintains its movement which is quite exceeding the legal limit
and target ratio in sector general. While the liquidity indicator had a ratio over 40% since
2009 fill the current period, FX net general positions in closed position. The growth frend
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observed in off-balance sheet transactions in the latest periods accelerated in the second
quarter and the ratfio of off-balance sheet transactions to the balance sheet excesses
100% in the third quarter. In the case that the mentioned frend causes risk on the sector,
preventive measures will be taken promptly and required policies will be implemented.

Asseft size of banking sector grew by 16,2% as of September when compared to the same

period of the previous year. For the current period, credit expansion in the sector does not

point out to a o0credit explosiond excluding the expl osi
quarter of 2010. The fact that deposit is weighted in foreign resources of banking sector

shows the strength of indebtment structure and the risk is in manageable level. Stable

increasing trend of deposit despite the shortness in its average maturity confirms the

reliance to the sector. The fact that syndication and securitization loans obtained from

abroad which are among other foreign resources are again in an increasing rend and the

initiation of bank bond/bill issuance attempts will have positive affects on the

diversi fi cation of the sectords resource structure.

The general view in non-banking financial sector is positive in the third quarter of the year.
It is seen that especially factoring companies keep out their high growth performance. The
recession in the growth of financial leasing companies leads to decrease of its share in
non-bank financial sector. The mentioned structure is one of the factors having negative
effects on the growth of sectors which are making investments by financial leasing.
Although the financial soundness indicators of the sector are positive in general, it is seen
that the number of loss-generating companies in the sector increases. Consumer financing
companies and asset management companies are in growth trend; they maintained their
shares in the sector and kept out their profitability.

Decrease tendency which has been observed as of 2010 in the ratfio of NPL which happens fo
be the most significant indicator concerning banking sector credit risk continues. Ratio of NPL
which was 4.4% in June 2010 period decreased to 4.3% as of September 2010 period. The
limited increase amount by 0.6% in the same period in NPL amount was effective in the said
decrease. It is expected that recovering follow-up process of loans would decrease NPL ratio
of the sector; increase asset quality and thus confribute positively to the country economy in
micro and macro framework. In parallel o the sector in general, NPL ratfios of consumer loans
and SME loans continued to decrease, the said ratios decreased to 4.8% and 5.5%,
respectively. Having considered the lowness of the share of commercial and consumer
housing loans within total and NPL ratfio of housing loans is lower in comparison to others, it is
understood that banking sector has a growth potential in respect of housing loans. It is believed
that the said developments are positive in the context of credit risk the banking system is
exposed fo.

In the third quarter of 2010, amount as a basis for market risk in the banking sector increased by
4.14% when compared to the second quarter of 2010 and amounted to TL 29.7 billion. In this
period, capital requirement for interest rate risk and exchange rate risk increased by 2.9% and
11.4%, respectively when compared to previous period. This situation indicates that especially
exchange rate risk increased considerably. FXNGP of the sector which was TL 1.14 bilion as of
June 2010 realized as TL 3.47 billion as of September 2010. In this period, FXNGP/own-fund ratio
of the sector increased to 2.7& from 0.9%.

According to the analysis on structural interest rate, 1-month TL open position decreased and 1-
month FX open position increased in the third quarter of 2010 when compared fo previous
period. On the other hand 1 fo 3- month FX surplus inferest position decreased and turned info
open position, while 1 fo 3-month open interest position decreased. As of September 2010, 1-
month TL and 1-month FX displayed deficit by TL 120.1 bilion and TL 61.8 bilion, respectively;
while 1 to 3-month TL and 1 to 3-month FX displayed a deficit by TL 1.1 bilion and TL 10.2 billion,
respectively.

In the third quarter of 2010, foreign exchange and fotal liquidity adequacy ratios concerning
the first maturity tranche in the banking system increased when compared to previous quarter.
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In the period mentioned, the increase in liquidity of participation banks is more evident than
other bank groups. Similar recoveries were experienced in liquidity adequacy ratfios concerning
the second maturity tranche as well; volume of derivative transactions within liquidity
components has reached its highest level in the recent periods. Stock value liquidity ratio which
is calculated for monitoring and evaluating the liquidity balance between assets and liabilities
of banks and of which legal lower limit is 7% maintains its horizontal progress by about 10%.

Credit concentration analysis indicates that ratio of total loans larger than 10% of own-funds of
banks to own-funds decreased by 4.1 points as of September 2010 when compared to the
second quarter of 2010 to 30.8%; while rafio fo loans decreased by 0.9 point fo 7.4%. Currently,
47.7% of loans are larger than TL 1 million. Nevertheless, 98.0% of credit customers Grant loans
less than TL 51 thousand. When credit concentration is analyzed in sector basis, it is observed
that 31.9% of total loans are constituted of housing, consumer and other consumer loans and
credit cards. The number of customers of the credit types in question being high is considered
to be positive as factor decreasing the concentration risk of the sector.

Capital adequacy ratio of banking sector (CAR) increased by 0.1 point when compared
fo previous quarter and realized as 19.3% as of September 2010. In the third quarter of the
year, the increase in risk-weighted assefs and own-funds display a parallelism. Own-funds
increased by 4.8%, while risk-weighted assets increased by 4%. In the period mentioned, it is
observed that CAR of deposit and participation banks increased by 0.2 and 0.7 point,
respectively; while CAR of development and investment banks decreased by 1.5 point.
When development of capital adequacy ratios and indicators of other countries are taken
into consideration, it is observed that prudent attitude of Turkish banking sector contfinues
with a strong capital structure and will fo maintain endurance against possible shocks. High
level in the share of fier-l within total capital indicates the quality of capital structure of
Turkish banking sector in global basis.

In the third quarter of 2010, net profit of the period of banking sector increased by 7.3%
when compared to the same period of previous year and amounted to TL 16.9 billion.
Increase in profitability is basically stemmed from increase in non-interest incomes and
decrease in non-performing loans special provision. As a matter of fact, a decrease was
observed in net interest incomes by TL 2.5 billion in the period mentioned. It is seen that
decrease rate in interest incomes from loans unfil the first quarter of 2010 is rather behind
the decrease rafe in interest expenses paid to deposit. Interest incomes from loans have
been decreasing more rapidly than interest expenses paid to deposit since the first quarter
of 2010 and income-expense margin decreased beginning from the period in question.
When development of return on asset (ROA) and refurn on equities (ROE) by countries is
analyzed, it is observed that profitability of Turkish banking sector is higher in comparison o
many countries. In crisis period, the fact that banks kept the profits they obtained within
their structures ensured the capital structure of the sector to strengthen and increased its
endurance against risks.

Sensitivity and scenario analysis results applied within the scope of stress test practice
indicates that capital adequacy of the sector remained strong in possible shocks applied
to risk factors. According to sensitivity analysis results, sensitivity of the total commercial
portfolio value of banks against interest rate changes increased when compared fo
previous period and sensifivity against stock price changes decreased when compared to
previous period. Furthermore, it is observed that sensitivity against exchange rate risk
derived from in-balance sheet positions increased as well. The scenario in which estimated
total loss is the highest in scenario tests prepared by using econometric model is observed
fo be the high inferest increase scenario. Estimated loss remains limited in scenarios
concerning decrease in ISE.
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1 MACRO FINANCIAL FRAMEWORK

1.1 Global Framework

After the crisis period which is also named as Big Recession, global economic activity keeps out
its moderate recovery process However, the latest data points that the recovery has been
slackening. As a matter of fact, it is seen that fragilities towards growth continue and all
international institutions deem this as an important risk factor together with the global
employment problem. While the IMF predicted the global growth rates for 2010 and 2011 to be
4,8% and 4,2% respectively, the prediction for 2011 was revised 0,1 points downwards.
Seasonally corrected GDP growth rates of the OECD region showed that growth slowed
relatively in the third quarter of 2010. According to the OECD data, it is seen that the growth
rate which was 0,9% in the second quarter of 2010 decreased to 0,6% in the third quarter.
However, the fact that this growth has been positive for six quarters consecutively since June
2009 is a positive issue. Most important factor for the slowdown in global recovery is unsettling of
self-feeding economic growth dynamics parallel with the removal of public finance policy
measures gradually.

Global Growth Trends
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One of the risk areas about global economic activity is that the growth performance does not
have a balanced structure and that it shows differences as per regions and countries. It is
thought that the strong performance of emerging market economies will be the main
determinant of global production increase in 2010 and 2011. This situation may further deepen
the current growth imbalance. As a matter of fact, institutions such as OECD, IMF and World
Bank, mainly in G-20, point that the differential growth dynamics of different regions creates risks
and can be threatening factor for economic and financial stability, in interaction with other risk
areas. Thus they ask for commmon measures to betaken.

Together with the growth imbalances, it is seen that most of probable risks before global
economy are related to each other. These risks are listed as on-going fragility in financial
markets of developed counfries, decrease in household indebtment, country debt stock
problems, protectionism frends increasing again in foreign trade, capital flows towards
emerging economies and developments in FX exchange rate markets. Realization of all these
risks brings fogether the probability of a new global recession.
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Real Housing Price Changes

Ann. 200t Latest Data Ann. 200t Latest Data
Change % 2007 2008 2009 Data Period Change % 2007 2008 2009 Data Period
USA 4,5 6,2 4,1 6,7 2010Q2 Ireland 54 11,6 -10,0 -14,8 2010Q2
Japan 3,4 2,0 -1,7 2,0 2010Q1 Korea 4,4 0,5 2,3 0,8 2010Q2
Germany 2,5 0,7 -1,0 -1,9 2009Q4 Holland 2,4 1,5 2,7 -3,6 2010Q2
France 9,5 -1,6 6,7 4,7 2010Q2 Norway 6,8 4,5 0,6 7,7 2010Q2
Italy 54 -1,4 -3,5 3,9 2010Q1 New Zealand 11,6 7,7 -4,0 2,3 2010Q2
England 8,6 -39 9,0 4,7 2010Q2 Spain 10,5 3,2 7,7 5,6 2010Q2
Canada 8,4 2,8 4,0 7,9 2010Q2 Sweden 7,6 0,4 0,3 7,7 2010Q2
Australia 7,8 0,7 0,3 13,2 2010Q2 Switzerland 1,7 0,0 55 4,0 2010Q2
Belgium 6,8 1,6 0,1 3,1 2010Q2 Euro Zone 4,5 -1,4 -39 -1,3
Denmark 7,9 7,4 -13,2 0,6 2010Q2 Total 3,9 -3,6 3,4 2,3
Finland 5,6 2,8 0,8 9,1 2010Q2

Source: OECD

One of the reasons for growth rate differentiation increasing global economic and financial risks
is the fact that housing market of emerging economies could not somehow recover as
expected and this negatively affects the balance sheets. When housing prices gathered by the
OECD are analyzed by country, it is seen that decrease in real housing prices in developed
countries, mainly in the USA (excluding France, England and Canada) confinues.

The congestion in housing market in the USA is also experienced in loan market and this delays
the transition of economic recovery to a private-sector based structure. Within this scope, Fed
announced in the beginning of November 2010 that it will realize Treasury bill purchases
amounting fo USD 600 billion until the second half of 2010 within the framework of the second
monetary expansion program and also did not change the interest rates. New monetary
expansion package is expected to strengthen the real economy through increasing loans,
decreasing the indebtment costs or increasing expenditures.

Import and Export Volume
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The mentioned decision of the Fed aiming to recover the US economy by a new monetary
expansion has also brought in deepening of risks on global scale. Such a wide-scope monetary
expansion wills haves probable negative impacts on economic and financial stability, mainly on
exchange rates and capital flows. It is foreseen that this measure will leads USD depreciate and
increase the current global trade/exchange rate conflicts. In a period where the G-20 criticizes
countries, especially China, for undervaluing its in conflict with economic fundamentals and
states that volatile exchange rate implementation is key for global trade and economic
growth, this development in the USA would damage-s the credibility of G-20. Despite this fact,
importance of keeping global frade active and flexible exchange rate policies towards a more
participative and balanced growth target is on the agenda in the final declaration of G20
Seoul Summit.
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Global Liquidity Index and Change
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When the global liquidity index! which is predicted by weighting with the GDPs of G20 countries
and using money supply definitions is analyzed, it is seen that global liquidity expands parallel
with the measures towards global crisis. This expansion has had a horizontal movement lately
and new bouncing arising from developed economies is observed as of the second quarter of
2010. This expansion is affected from the latest decisions made by FED. When global inflation
and growth trends are taken into consideration, it is expected that the global liquidity increase
which reaccelerated in 2010 will also accelerate international capital flows and affect asset
prices. Furthermore, it is seen that this expansion raises discussions about the exchange rate.

Monetary Depth in Developed and Developing Economies
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When economies included in the global liquidity index are observed it is seen clearly that they
have experienced monetary expansion directly proportional to the effects of global crisis. When
year 2010 is observed, it is seen that USA economy is expanding. It is also observed in other
developed economies monetary expansion has stopped and moreover some of the
oversupplied liquidity has been drawn down. Due fo the relatively strong growth tendency and

1] Global liquidity index is formed by weighing USD denominated seasonally adjusted broad money supplies by seasonally
adjusted GDP of selected country groups (See IMF WEO 2010/01). In the IMF study, there are also calculations for EA, Japan
and USA.

Global liquidity | t,KRL = le M; Y/ leY), t=time, j=country group, i=Country, Y= GDP (USD) , M=money supply (USD)

Global Liquidity Index 2002Q1=—"5— 100
KRL2002 1

KRL1 j=USA, Japan, Germany, UK, France Canada, Italy, KRL2 j=S. Africa, Mexico, USA, Canada, Argentina, Brazil, China,
Japan, S. Korea, India, Indonesia, Russia, Turkey, France, Germany, Italy, UK, Australia, KRL3 j=S. Africa, Mexico, Argentina,
Brazil, China, S. Korea, India, Indonesia, Russia, Turkey.
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high inflation of emerging market economies, monetary expansion is faster. Furthermore, fact
that US Dollar has lost value nominally compared to several country currencies has supported
this expansion. Parallel to the effects of global crisis, liquidity in emerging economies present
milder movements.

Components Of Global Liquidity Index And Weights Within The Period

Components (Enebf-Year unless otherwise specified)
2002Q1 2002 2003 2004 2005 2006 2007 2008 2009 2010Q1 2010Q2

S. Africa 100 147 326 408 487 482 683 414

Mexico 100 92 83 84 120 131 140 121 127 132 145
USA 100 100 98 100 105 105 104 116 119 121 122
Canada 100 108 147 154 205 220 297 229 323 341 357
Argentina 100 42 85 94 144 179 244 289 284 282 371
Brazil 100 115 169 227 405 694 447  1.043 1.286 1.287 1.246
China 100 114 136 161 224 308 442 719 997 1.089 1.146
Japan 100 110 127 120 99 90 89 125 552 552 535
S. Korea 100 123 132 138 168 202 203 110 180 203

India 100 123 144 208 161 252 303 416

Indonesia 100 131 155 153 182 261 319 331

Russia 100 151 246 399 805 1508 2553 2.234

Turkey 100 117 206 307 534 590 1046 865 1.084 1.072 1.219
France 100 130 183 190 189 221 279 257 329 290 250
Germany 100 129 168 170 160 189 237 217 269 236 206
Italy 100 137 178 182 186 223 311 288 368 325 316
United Kingdom 100 124 146 171 177 231 274 194 211 214 195
Australia 100 125 218 225 288 341 567 415 749 767

Weights within the Period (Enebf-Year)
2002Q1 2002 2003 2004 2005 2006 2007 2008 2009 2010Q1 2010Q2

S. Africa 0.01 0.01 002 0.03 0.03 0.03 0.04 0.02

Mexico 1.16 103 0.88 0.93 1.18 122 120 092 0.76 0.77 0.85

USA 77.23 74.24 69.76 67.21 68.64 64.71 59.05 5855 46.85 46.98 47.94
Canada 1.27 131 171 195 220 223 277 1.90 2.09 2.18 2.30
Argentina 0.03 001 002 003 003 004 0.05 0.05 0.04 0.04 0.05

Brazil 0.10 0.10 015 021 033 053 031 065 0.63 0.62 0.60

China 3.54 3.87 443 514 6.76 870 1152 16.67 18.038 19.40 20.61
Japan 6.15 6.48 7.14  6.67 516 444 4.04 5.04 1731 17.06 16.68
S. Korea 0.26 031 032 033 037 042 0.39 019 024 0.27 0.00

India 0.33 0.39 043 062 045 066 073 0.89

Indonesia 0.02 0.02 0.03 003 003 004 0.04 0.04

Russia 0.03 0.04 0.06 011 019 033 051 040

Turkey 0.01 001 002 003 005 005 0.08 0.06 0.06 0.05 0.06

France 1.59 198 268 301 257 281 327 268 267 2.33 2.03

Germany 4.49 5.58 691 7.38 6.11 6.77 7.82 6.38 6.16 5.34 4.71
Italy 0.91 119 148 165 143 161 207 1.70 1.70 1.48 1.45
United Kingdom 2.75 327 369 437 414 507 554 349 296 2.97 2.73
Australia 0.13 016 027 030 033 036 0.56 0.36 0.51 0.52 0.00

KRL 100,00 100 100 100 100 100 100 100 100 100 100

Source: Reuters Economic Intelligence Unit Database and BRSA
(*)Within the period after 2009Q4 KRL index was formed only by countries in the database.

When developments of components and weights during the period in the estimation of global
liquidity index are analyzed for post 2002, it is seen that they are positively correlated with the
share of developing countries in global income. Level of financial depth of these economies is
also effective in the tendency. Despite all changes, it is seen that developed economies as USA
and Japan are still determinant in the expansion of global liquidity. As a matter of fact, within
the framework of fight against global crisis, the measures taken by central banks of these
countries during the early phases of the crisis have proved effective. However, it is clear this
effect will come to a limit in fime as weight of the emerging countries increases.

Global trade volume which was narrowed due to the global crisis has entered into a fast
recovery phase as of second half of 2009 with also help of the anti-protectionist positions of
international institutions and reaching its 2006 level. However, the persistence of global risks has
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caused this improvement cease in the second quarter of 2010. Within the period, protectionist
tendencies have emerged once again, but also exchange rates are tried to be used
competitively. Even though global frade has started fo regain momentum as of third quarter of
2010, risks concerning protectionism and exchange rate instabilities still continue.

Fundamental Product Indexed and RelasloEﬁective Exchange Rate Indexes
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Another criticism brought about monetary expansion of USA is that most of product and
commodity prices that are traded in US Dollars will embrace additional price pressure is the
expansion pulls even higher the product prices, which are already high. This situation is forces
importer countries implement protectionist measures and to use exchange rate policy more
effectively. In all international platforms and especially G20, it is expressed these measures are
elements threatening economic and financial future. As a result, direct and indirect global
support is necessary for a stable recovery of US economy without facing another recession and
for the global economy to head towards a healthier future.

The growth performance of emerging economies whose keep rising in the global economy is
remarkable still. Capital flows towards these economies which have shown remarkably high
performance compared to developed economies are reactivated after a short-term decline in
2008. It is expected that capital movements towards these economies would increase by 42% in
2010 compared to previous year reaching USD 825 billion. The level reached in 2010 is expected
to keep rising also in 2011.

Capital Flows towards Emerging Economies
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Present structure of capital movements towards emerging market economies is affecting the
economic policies of these economies. Strong capital entries cause overvaluation of currencies
vis a vis main currencies. Like in the USA, central banks of developed economies maintaining
loose monetary policies support this framework.

Capital movements towards economies of whose fundamentals seem healthier and whose
currencies get overvalued put pressure on asset prices in these economies. When stock
composite index compiled by Morgan Stanley for emerging market economies is analyzed, risk
of asset price balloon is observed.

MSCI Emerging Markets Index and Trend
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Source: Bloomberg and BRSA.

Same observation is also valid on global scale, but increasing rate
market economies is remarkable.

of stock market of emerging

MSCI World and Euro Area Index and Trend
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High capital flows also with the presence of global imbalances, because capital controls to be
disputed for emerging market economies. Furthermore, it is evaluated that these developments
in exchange rates and asset prices form a risk for both these countries and global financial
system. The risk of irregular and sharp movements in nominal exchange rates and increasing
asset prices is present for financial system of all these economies. Within this framework, if is
important to monitor the maturity and nature of increasing capital enfries closely and
implement necessary policies in a timely manner. As a matter of fact, some of emerging
countries are considering additional measures such as orienting domestic savings off-shore,
alongside with imposing capital entry controls.
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Public Sector Balance and Debt Stock

The fiscal policy which was used effectively during the process of overcoming the crisis has distorted
the public finance of many developed economies and caused significant increases in their debt stock.
As a matter of fact, in face of the risk of this deterioration to become an element of structural
imbalance, policy change demands started in the international platform, especially in G20 countries.
This is also part of strategy of switching impulsive force of growth once again to the private sector in
developed economies.

Table: Public Balance/GDP

(%) 2007 2008 2009 ZEOS]t'O |25051-1 (%) 2007 2008 2009 2EOs:tO IZEC;:tLl
World 0.4 2.0 6.8 6.0 4.9 Dev. Econ. 0.0 0.6 4.8 4.2 -3.3
Dev. Econ. 1.1 -3.7 8.9 8.1 -6.8 Asia 0.8 2.3 4.7 4.5 -3.9

USA 2.7 6.7 -12.9 111 9.7 China 0.9 0.4 -3.0 2.9 -1.9
Euro Zone 0.6 2.0 6.3 6.7 5.1 India 4.2 -7.6 10.1 9.6 8.8
Germany 0.2 0.0 -3.1 4.5 -3.7 Europe 2.1 0.3 6.1 5.1 -4.0
France 2.7 -3.3 -7.6 8.0 -6.0 Russia 6.8 4.3 6.2 4.8 -3.6
Italy -1.5 2.7 5.2 5.1 4.3 Latin Amer. -1.2 0.6 3.7 2.6 2.2
Spain 1.9 4.1 11.2 9.3 6.9 Mexico -1.3 -1.4 4.9 -3.6 -3.0
Japan 2.4 4.1 10.2 9.6 8.9 Low In.Eco. -1.8 -2.0 4.4 -3.4 -3.2
England 2.7 4.9 10.3 10.2 8.1 G20 0.9 2.7 -7.6 6.8 5.6
Canada 1.6 0.1 5.5 4.9 2.9 Devel. G20 -1.7 4.3 9.5 8.7 7.4
Other 4.3 1.9 0.9 0.7 0.0 Emerg. G20 0.3 0.3 4.7 4.0 -3.2

Source: IMF

To reach a sustainable debt stock, a correction made by strict fiscal policy applications is expected in
the public sector balance which has deteriorated during 2009 and 2010. As a matter of fact, authorities
of G20 economies have made a commitment to this subject in 2013. It is observed that the public
general balance corrupted on the average by 8.9 points due to the crisis and the debt stock has
increased by 14.7 points. In the present conjuncture in which the effects of crisis have relatively been
relieved, amelioratfion by 4.2 points is estimated in the public sector balance as well as 5.9 points
decrease in the debt stock. However, average of GDP by 26.9% especially on 2011 complicates the
amelioration of the debt stock estimated for financial requirements.

Table: Public Sector Balance, Cost of the Crisis and Correction/ GDP

Authorities Cost of Crisis Correction
Correction/ Cost
2010 2013 200709 201013 Ratio

General Balance

Simple Ave. 6.9 2.8 -7.2 4.0 56

Weighted Ave. -7.8 -3.6 8.9 4.2 47
Public Debt Stock

Simple Ave. 68.5 73.4 14.9 4.7 32

Weighted Ave. 75.6 82.0 14.7 5.9 40
Eco. Cycle Correc. Deficit

Simple Ave. 5.4 2.4 4.6 3.0 64

Weighted Ave. 5.4 -2.6 5.1 2.7 53

Source: IMF, G20

When calculated with potential output, as per output deficit corrected by economic cycle it is
observed that financial tightening is moderate. This points that financial fightening considered o be
applied should not be at a level effecting growth negatively, nor sudden and sharp.

Table: Public Sector Deficit in Developed and Developing Economies/ GDP
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1.2 National Framework

Despite the slow economic recovery tendency of developed countries, Turkish economy has
been carrying on the growth process beginning in the last quarter of 2009. High growth rates
observed in the first two quarters of 2010 continued in the third quarter by 5.5% as well
Confinuation of global problems makes the decomposition between domestic and foreign
demand more clear. Capital movements strengthen due to global interest rates which were
slow because of weak global recovery. Thus, access to external financing has been eased and
credit supply by the banking sector is supported. Expansion in credit channels and growth in
credit volume have kept general economic activity buoyant in the first three quarters of 2010. It
is possible that 2010 will end up with a growth rate of 8%.

GDP Rate and Industrial Production
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The fact that the last two quarters of 2010 have ended up with a positive performance has
played a role in the developments observed in industrial production. As of October 2010,
increased rate of industrial production index continued fo increase on a monthly and annual
basis. Industrial production index net of seasonal and calendar impacts confirm that production
displays increasing fendency. The serial net of these impacts indicates that industrial production
rate has experienced a rapid slope and displays an increasing fendency during the past year.
A similar appearance can be observed via capacity usage ratio. As of October 2010, capacity
usage ratio continued its increasing tendency on annual basis. Production and capacity usage
data indicate that last half of 2010 may end with a strong performance and the decomposition
of Turkish economy from the rest of the world may continue.

Import, Export, Foreign Trade Balance and Balance of Payments Indicators
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Intfense capital inflows causing imports increase by valuation of local currency has been
experienced by developed countries. A similar development is also probable in Turkey.
Prominent decomposition in recovery rate of domestic and external demand is clearly followed
in foreign trade data. Due fo relative credit expansion and valuation of Turkish lira induced by
capital movements, imports continued to increase rapidly also in October 2010. In January-
October 2010 period, while exports increased 11.4%, imports increased by 30.5% and ratio of
exports to imports decreased by 11 points compared to the previous year and has been
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realized as 62.7%. Besides, deceleration observed in growth rates of Germany, England,
Ifaly and France, first four counfries where Turkey makes exports, may influence foreign frade
balance negatively. While rapid increase in imports causes current fransactions account
deteriorate quickly, it creates a pressure on TL which is currently overvalued.

As a matter of fact, current deficit has been realized as USD 35.7 billion in January-October 2010
period. During the period, net direct investments made by foreign residents decreased by 25.8%
fo USD 4.6 billion. On the other hand, increase in portfolio investments is noteworthy. Net capital
inflow which was only USD 727 milion during previous year increased to USD 15.4 billion in
January-October 2010 period. Residents abroad purchased fotal of net USD 3.5 billion from
stock market in the same period. After the net purchase made in the government securities
market by USD 1.5 billion in October, total net purchase made by persons resident abroad
amounted fo USD 9.9 bilion in January-October 2010 period. When capital movements to
emerging economies are analyzed, it is observed that Turkey has a share of about 15% in the
portfolio investment of USD 100 billion projected for 2010.

Capital Movements
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Developments in Istanbul Stock Exchange to which increasing capital movements are directed
indicate the increase in asset prices. Relapse in expectations in Europe stemming from Ireland
has caused fluctuations in ISE index. However, despite all, ISE National 100 index is at the highest
levelin its history as of November 2010.
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When housing prices are analyzed, similar situation is observed. Housing prices throughout
Turkey and in three major cities continue to increase beginning from first half of 2009. Deflation
tendency observed in asset prices during global crisis period is predicted to have ended and
there is moderate inflafion risk in housing prices.
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Price Development of Agricultural Loans and Agricultural Products

Agricultural production which contributed to GNP growth rate by average 0.3 point during 2005-2009 is
prominent for the rural population and country economy in general. Agricultural loans extended by the
banking sector play an important role to support the sector. As of September 2010, amount of cash and
non-cash loans extended by Turkish banking sector to agriculfural sector reached TL 18.6 bilion. Share of
agricultural loans within total loans have decreased by 3.3 points compared to 2002 and have been

realized as 3.6%.

Table: Agricultural Loans

Agricultural Loans (TL Million)

Cash Loans

Non-Cash Loans

Loans under Followup

NPLs (%)

Agricul. Loans/Total Loans (%)
Agricul. Loans Rate of Growth
(%)

Total Loans Rate of Growth (%)

2002

4.02
9
953
167
4,0
6,9

2003

2.67
6
492
201
7,0
3,8

-33,6
24,6

2004

4.89
5
341
209
4,1
4,8

82,9
40,6

2005

6.81
0
451
149
2,1
4,1

39,1
57,3

2006
7.48

1.002
330

42
3.4

9,9
37,5

2007

9.55
7
634
276
2,8
3,2

27,7
31,4

2008

12.43
8
877
412
3,2
3,3

30,1
27,0

2009

14.37

1.035
873

57
3,6

15,6
8,6

Mar.1
0

15.053

991
935
5,8
36

4,7
55

June.1l
0

16.545

1.044
919
53
3,6

15,1
15,2

Sep.1
0
17.48
9
1.087
970
53
3,6

21,7
20,9

Note: growth rates are annual since the end of previous year.

When it is considered in respect of NPLs, NPL of agricultural loans is slightly above total ratio of NPLs by 5.3%
in September 2010. In respect of growth rates, growth rate of agricultural loans in 2003-September 2010
period is slower compared to total loans. In global scale, volafility in input prices, seasonal changes, natural
disasters, expected and unexpected factors observed in supply and demand of agricultural products
cause real increases in agricultural product prices. Within the scope, development in food and meat prices

is noteworthy.

Chart: General and Agricultural Price Indices
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Prices of the products are above the general price level. Especially livestock, meat and meat products and
wheat prices elevate general price level. It is predicted that volatility of the 2010 agricultural prices shall
decrease in time. However, agricultural prices are expected to increase worldwide in real terms in the long
term and the imbalance between supply and demand is expected to confinue.

Chart: Producer Prices and Basic Agricultural Goods Pricegs
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Within this scope, it is considered that developing new policies supporting agriculture sector (such as
agricultural insurance) would be beneficial. Restoring domestic producers with competition opportunities in
export markets is considered as a policy alternative that may be helpful in respect of decreasing external
deficit which increased due to global crisis.

BRSA
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Confrary to many European Union countries, Turkey has no debt management problem.
Domestic debft stock of Turkey amounted t USD 239.6 billion as of September 2010. Real interest
of domestic debt stock continues to decrease while weighted average maturity continues to
increase. It is expected that this situation of Turkey will reflect positively in respect of borrowing
by improving country rating

Debt Stocks, Domestic Borrowing Stock, Real Interest and Average Maturity
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36.1% of total gross external borrowing stock which has been realized as USD 266.3 billion in June
2010 is public sector, while 63.9% is private sector. Most important share within total debft stock is
debt of non-financial institutions (short and long term) belonging fo private sector with 39.4%.
Share of short-term debt belonging to real sector companies within total debt stock is only 8%.
Due to the removal of obstacle of companies to go in debt in terms of FX external debt stock is
expected to decrease gradually in coming periods.

Work-Force Indicators and Inflation
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Source: TSI

Moderate recovery tendency observed in labor force market in recent months continues owing
to economic recovery. Continuous recovery observed in non-agricultural employment since the
second quarter of 2009 decreased in third quarter of 2010. Although labor force participation
rate increased, unemployment rate which was in  declining tendency since January 2010
decreased moderately on monthly basis in September 2010 and has been realized as 11.3%. On
the other hand, de-seasonalized data indicates that the recovery tendency in employment has
decelerated but continues yet. Cheap loan opportunities for SMEs and restructuring debts to
public sector shall influence business environment and labor force market positively.
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Household and Firms Sector
The ratio of household liabilities/asset of 32.8% and confinues with rising frend.
Table: Household Financial Asset and Liabilities

TL Billion 2004 2005 2006 2007 2008 2009 Mar.10  Jun.10 Sept.10
Assets

Individual Pension Fund 0,3 1,2 2,8 4,6 6,0 9,1 9,7 10,4 10,9
Shares 12,4 15,8 15,7 17,5 10,8 24,5 27,2 27,2 29,7
Government Bonds (GDS+Eurobond) 41,0 33,3 27,7 19,2 19,7 13,0 11,4 9,9 9,1
Part. Fundsand Current Accounts 124,6 147,8 185,4 2155 288,0 321,1 329,6 340,7 351,3
Money in Circulation 12,4 18,2 24,4 25,0 29,3 34,3 36,6 40,2 42,3
Total 190,7 216,3 256,0 281,8 353,8 402,0 4145 428,4 443,3
Liabilities

Consumer Loans 12,8 29,7 48,0 68,9 85,2 97,4 103,4 112,4 120,7
Credit Card Debt Balance 4,4 7,5 10,7 12,6 14,7 19,1 18,8 20,1 21,6
Cons. Fin. Comp. Loans 0,9 1,8 1,4 1,7 1,6 1,7 1,7 2,1 2,7
Individual Financial Leasing Loans - - 0,5 0,9 1,0 0,7 0,6 0,6 0,6
Total 18,1 39,0 60,6 84,1 102,5 118,9 124,5 135,2 145,6
Liabilities/Assets (%) 9,5 18,0 23,7 29,8 29,0 29,6 30,0 31,6 32,8

Data of 2005, 2006 and 2007 includes consumer loans extended by banks, participation banks and consumer finance firms and NPL related to
these loans, installment credit card debt balance and non performing credit card receivables. Loan amounts are gross numbers including NPLs.
Credit card debt amount is comprised of installment credit card debt balance and non performing credit card receivables. Resource: BRSA, TSI,
CMBT, CBRT, CRA

As to the financial soundness indicators of I MF, t he
economies by 14.9%. The ratio is 90.5% and 58.7% in Spain and Greece respectively. When compared with
other countries, it can be seen that there exists a significant potential in household indebtment in Turkey.
Table: The ratio of Household Debt to GNP as to Countries
(%) AU AT BE DE GR IT KR LU NO PL PT ES SE TR UK USA
Tax. Trans 1002 10Q2 08 1002 1002 09 09Q4 08 08 09Q3 1002 09Q2 07 1002 09Q2 10Q1

HHD/GDP(*) 97,8 56,6 50,7 61,4 587 565 859 482 1150 32,8 1045 905 704 149 2175 957
Resource: FSI, IMF (*) HHD=Household Debt

As to FX assets and liabilities of real sector companies, it can be seen that the ratio of assets to liabilities has
decreased to 46.7% by June 2010. Short term nature of only USD 1 billion of the total loan amount of USD
82.1 billion provided from abroad limiting back payment risk of debts.

Table: FX Assets and Liabilities of Non-Financial Sector Companies

USD Billion 2004 2005 2006 2007 2008 2009 Mar.10 Jun.10
Assets 37,7 45,4 62,7 76,2 81,4 79,2 75,8 75,6
Deposit 24,6 30,9 45,5 54,8 60,4 57,3 53,9 53,5
Securities 1,3 1,0 0,9 0,8 0,7 1,1 0,9 0,9
Exportation Receivable 6,0 6,4 8,8 10,3 8,6 9,5 9,2 9,2
Direct Capital Invest. from Abroad 5,8 71 7,5 10,2 11,7 11,3 11,6 12,0

Liabilities 58,8 72,2 100,4 139,5 160,8 157,0 159,3 162,0
Cash Loans 49,4 61,2 88,6 124,9 146,1 141,8 144,1 146,0
Loans provided from the country 20,5 26,4 34,8 46,3 48,1 51,0 57,0 63,9
Shortterm FX Loans 0 0 0 14,4 15,9 14,3 14,9 15,6
Loans provided from abroad 28,9 34,8 53,8 78,6 98,1 90,8 87,1 82,1
Short term 1,2 1,1 1,1 0,7 1,2 0,7 0,8 1,0
Importation Debts 9,4 11,0 11,8 14,5 14,7 15,3 15,3 16,0
FX Net Position 21,1 -26,8 -37,7 63,3 -79,4 77,8 83,6 86,4

Resource: CBRT

Another risk indicator of companies sector is probable problems that can be experienced in redemption of
debfts provided from abroad and are due within less than one year. According fo CBRT statistics, there
exists repayment of debt amounting to a total of USD ¢ billion of private sector in the last quarter of 2010.
Table: Maturity Distrib. of Private Sector (Non-Bank) of Foreign short term debt up to one year

USD Million 2010 2011 Total
Oct. Nov. Dec. Jan. Feb. Mar. Apr. May. Jun. July. Aug. Sept.
Long term 1.910 3.476 2.744 2.111 1.813 1.808 1.803 2.633 2.338 1.498 1.693 1.830 25.658
Non bank Fin. Ins. 333 261 308 399 107 102 162 249 339 185 146 546 3.136
Non financial 1.577 3.215 2.436 1.712 1.706 1.706 1.641 2.385 1.998 1.313 1.548 1.285  22.522
Short Term(*) 482 208 230 92 91 126 73 119 141 108 61 71 1.801
Non-bank Fin. Ins. 158 80 27 33 17 53 19 18 31 27 17 17 498
Non Finandal 324 128 203 59 73 73 54 101 109 81 44 54 1.303
Total 2.392 3.684 2.974 2.203 1.904 1.934 1.876 2.752 2.478 1.606 1.754 1.901 27.459

Resource: CBRT. (*) Except Commercial Loans
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Food prices have recorded a sharp increase in the third quarter of the year. The development
of food items® prices has been main determinat
8.6% in October 2010. Energy prices have progressed horizontal and increase ratio of essential
good prices, except food, have slowed down in the said quarter. By this means, the main
inflation has been following a horizontal progress for the last couple of months and is following a
harmonious pathway with medium term targets of central bank.

Interest Rates, CBRT Reserves and Real FX

28 100 Billion USD 160
% ihon
140
24 80 120
20 60 100
16 80
12 Deposit (12 months) interest.r 40
8 Govern. SeeCompunded Average CBRT Reserves (Left Axic 60
Central Bank Over Night . . .40
4 Consumer Loans Average Rat 20 CBRT Real Exchange Rate Index (Right Axis, 2003=1
Commercial Loan Rates 20
0 5 o 0 0
© O N~~~ Do ® O o2} o o
sg88s585855885s8885358¢ £88855558883833333383
SESNRINIRISS]gIIyaNy SYESSYESdvESSgoeEs §LES
BE53835°886383653836+ czplo=gto=glo=glo=g

Resource: BRSA, Treasury, CBRT, TSI

Increasing capital inflow in recent periods simplifies the access to funds and as a projection of
global developments; it eases interest rates somewhat. Deposit, commercial loans and
consumer loans interest rates have kept their downtrend in October 2010 even moderate. The
general decrease in interest rates affects positively the indebtment costs of Treasury. Within this
scope, while the policy interest rate was pegged at 7% in October 2010, it was fried to limit the
probable negative effect of short term capital flows by going into a reduction amounting to 400
bp in overnight indebtment interests with a view to promote extension of maturities of Turkish Lira
market transactions. While Turkish Lira, appreciated parallel to these developments, with lively
domestic demand, a current account deficit risk is brought in. As a mafter of fact, 2003=100
based CBRT real FX index continues fo increase. Parallel to that, gross reserves, reaching to USD
80 billion in October 2010, serve as buffer against probable speculative attacks. The
expectations of consumer and real sector are improving Consumer confidence index,
recording development due to continuous optimism in the first half of 2010 by the effect of
economical recovery, has reached its highest value of the year in September 2010. Real sector
confidence index, with its trend above 100 points contfinuously (in opfimist position) as of
January 2010, has preserved its position by October 2010.

Budget balance was affected positively due to the fact that expansionary public finance
policies implemented in 2009 have been abandoned and that economical recovery has
accelerated. The budget deficit has decreased by 47% and non interest surplus has increased
by 162% in January-October 2010, as to the same period of the previous year. This has
happened due to fast increase in tax incomes. Tax revenue was realized with the increase in
Special Consumption Tax and Value Added Tax (taken especially in importation) incomes. By
restructuring debts to public, balance of the public shall be affected positively and labor force
market shall be relieved following relief of real sector companies.
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Reel Sector Indicators of Selected Countries
Table: Reel Sector Indicators of Selected Countries

2005 2006 2007 2008 2009 2010Q2

Total Debt / Own Funds 72.8 68.1 68.2 117.3 87.2 86.3
. Return on Equity 12.0 11.1  10.0 18.3 13.2 14.9
Australia Total Income / Inteest and Principal Capital
3209 3121 267.2 263.1 336.8
Payments
Austria Total Debt / Own funds 88.0 90.0 109.0 94.8 105.3
Return on Equity 11.0 11.2 13.7 8.7 8.7
Belgium Total Debt/ Own funds 32.8 34.3 37.2
Total Debt / Own fund 116.7 108.3 101.1 1405 128.7
Return on Equity 24.2 23.7 22.2
Germany Total income / Interest and Principal Capita
748.1 762.0 756.0
Payments
Total Debt / Own funds 2209 220.3 261.7
Return on Equity 12.0 14.2 6.6
Greece Total Income / Interest ad Principle Capital
223.7 346.7
Payments
Total Debt / Own funds 99.1 135.8 1324
Return on Equity 7.1 9.1 6.1
Italy Total Income / Interest and Principle Capita
197.7 187.0 1885
Payments
Norway Total Debt / Oyvn funds 145.0
Return on Equity 28.3
el Total Debt/Own funds 91.9 91.3
Own funds income 12.3 111
Total Debt / Own funds 151.2 1442 145.0
Portugal $§tt:|mh?:oiqew;ylnterest and Principle Capita e o o0
2029 2075 2321
Payments
Spain Total Debt / Own funds 135.0
Return on Equity 16.2
Total Debt / Own funds 209.3
United Kingdom $§'rt:|rnlr?:oi1w;ylnterest and Principle Capita o2 >
518.8 843.2
Payments
USA Total Debt/ OWp funds 72.8 76.4
Return on Equity 7.9 8.1
Total Debt/ Own funds 96.8 1055 103.3 127.6 119.1
Turkey(*) Return on Equity 7.7 9.7 10.1 5.1 7.5

Total Income / Interest and Principle Capita
Payments **

Resource: IMF, FSI,- (*) CBRT Sector Balance Sheets, (**) Gross Profit / finance expenditures.

When countries real sector indicators included in IMF , FSI database and data of consolidated

firm balance sheet of real sector in Turkey are compared, it can be seen that Turkey has lower
ratio levels of fotal debts/own funds than Greece, Portugal, Germany and Spain But the said ratio

i s hi gher as to USA, Pol and and Australia. Bes
compani esd net lihphavehentpreaifitdo a teridency to increase again following the

decrease dependent on global crisis in 2008. Profitability indicators present a significant

disinfegration by countries in general. As a matter of fact, own funds income is processing in

between 20-25% and over 10% in Australia, Portugal and Spain. But the said ratio is around 7% in

another group countries in which Turkey is included.
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2 DEVELOPMENTS IN FINANCIAL SECTOR
2.1 General View

The number of companies operating in financial sector did not change significantly as of
September. While number of factoring companies decreased by 3, number of financial leasing,
portfolio management and real estate investment frusts increased by 1. Accordingly, total
number of companies operating in financial sector did not change compared to the previous
quarter.

Companies Operating in Financial Sector
Number of Companies

2005 2006 2007 2008 12.00 03.10 06.10 09.10

Banks 51 50 50 49 49 49 49 49
Financial Leasing 84 81 68 50 47 47 46 47
Factoring 88 86 86 81 78 80 81 78
Consumer Finance 9 9 9 10 10 10 10 10
Asset Management 4 5 5 5 6 6 6 6
Insurance (1) 46 47 51 62 55 57 57 57

Individual Pension 11 11 11 12 13 14 14 14

Reassurance 1 1 1 2 1 1 1 1

Other Insurance 34 35 39 48 41 42 42 42
Intermediary Institutions 101 100 104 104 103 103 103 103
Securities Investment Trust 26 30 33 34 33 33 33 33
Real Estate Investment Trust (2) 10 11 13 14 14 14 14 15
Venture-Capital Trust (2) 2 2 2 2 2 2 2 2
Portfolio Management Companies (2) 19 19 19 23 23 23 23 24
Total 440 440 440 434 420 424 424 424

Source: BRSA, TT, CMB, ACMII.

(1) June 2010 data is used as September 2010 data has not been published yet. (2) August 2010 data is used as September
2010 data has not been published yet.

Asset size of financial sector reached TL 1.152,8 billion as of September. Financial sector grew by
2% when compared to June and factoring and consumer financing companies grew by 9% in the
mentioned period. Securities investment funds and real estate investment trusts diminished by 2,3%
and 4,3%, respectively.

. Asset Size of Financial Sector

%

(TL Billion) 2002 2003 2004 2005 2006 2007 2008 2009 03.10 06.10 09.10 Distribution
CBRT 741 76,5 74,7 90,1 1044 106,6 1135 110 112,1 116,9 119,7 10,4
Banks 212,7 249,7 306,4 406,9 499,7 581,6 7325 834 860,5 908,6 927,4 80,4
Financial Leasing Companies 3,8 5 6,7 6,1 10,0 13,7 17,1 146 14,3 14,2 14,4 1,2
Factoring Companies 2,1 2,9 4,1 5,3 6,3 7,4 7,8 10,4 11,1 12,3 13,4 1,2
Consumer Finance Companies 05 0,8 15 2,5 3,4 3,9 4,7 4,5 4,5 4,7 51 0,4
Asset Management Companies VY. VY. VY. VY. V.y. 0,2 0,4 0,4 0,4 0,5 0,5 0,0
Insurance Companies (1) 54 75 9,8 144 17,4 221 265 33,3 32,6 31,0 31,0 2,7
Pension Companies 0 3,3 4,2 5,7 7,2 9,5 12,2 15,7 16,5 17,8 17,8 1,5
Securities Intermediary Inst. (1) 1 1,3 1,0 2,6 2,7 3,8 4,2 52 6,4 6,4 6,8 0,6
Investment Trust (2) 0,1 0,2 0,3 0,5 0,5 0,7 0,6 0,7 0,7 0,7 0,7 0,1
Mutual Funds (2) 9,3 19,9 244 294 22 26,4 24 29,6 28,9 29,8 29,1 2,5
Real Estatdnvestment Trust (2) 1,1 1,2 1,4 2,2 2,5 4,1 4,3 4,7 4,7 4,7 4,5 0,4
Venture-Capital Trust (2) 0 0 0,1 0,1 0,1 0,2 0,1 0,2 0,2 0,2 0,2 0,0
Total 310,12 365 430,4 560,1 669,0 770,8 935,66 1.047,6 1.076,4 1.130,0 1.152,8 100,0

Source: BRSA, CBRT, Treas@iB, TSPAKB
(1)June 2010 data is used as September 2010 data is not published yet. ( 2) August 2010 data is used as September 2046tgathlished
yet.

The biggest customer mass in financial sector is the deposit/participation account owners.
Similarly, the number of loan customers has high-volume and increasing structure. It is seen that
number of customers in financial leasing sector decreases. The number of insurance policies is also
in a decreasing tfrend compared to the previous year-end. The number of customers investing on
investment funds and individual pension funds increases.
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Customer View of Financial Sector

Change as per Previous Year

Thousand (Unit) 2006 2007 2008 2009 09.10 2009 09.10 (%) 09.10 (Unit)
Number of Depositors (Dep. B.)(1) 70.613 70.234 66.664 66.917 98.683 0,4 47,5 31.766
Number of Depositors (Part.B.) (1) 1.003 1.210 1.408 1.973 3.677 40,1 86,4 1.704
Number of Loan Customers 29.177 27.712 34.194 38.18 40.980 11,7 7,3 2.798
Number of Credit Card Customers 25.580 27.658 25.662 26.499 27.356 33 3.2 857
Financial Leasing Cust.(Number) V.. V.. 73.577 60.010 51.716 -18,4 -13,8 -8.294
Factoring Customers (Number) V.. V.. 50.228 40.997 53.747 -18,4 31,1 12.750
Cons.Financing Cust. (Number) VY. VY. 357.475 229.676 238.113 -35,8 3,7 8.437
Number of Insurance Policies 31.469 34.320 32.922 33.961 32.102 3,2 5,5 -1.859
Number of Pol.Other than Life Ins. 27.791 28.687 30.254 31.756 29.239 5,0 79 -2.517
Number of Life Insurance 3.678 5.633 2.668 2.205 2.863 -17,4 29,8 658
Number of Ind. Pension Contracts 1.208 1.600 1.933 2.204 2.459 14,0 11,6 255
Number of Stock Investors 927 940 999 1.000 1.025 0,1 2,5 25
Number of Inv. Fund Investorg2) 2.471 2.998 2.939 2.999 3.384 2,0 12,9 385
Number of Pens.Fund Investors (2) 2.808 4.385 4.974 5.369 5.837 7,9 8,7 468

Source: BRSA, CMB, ACMII, AIRC, CRA.
(1)Includes the depositors of deposit/participation account, the remainder of which was zero in number of depositors as of June 2010.(2) August
2010 data is used as September 2010 data is not published yet

2.2 Banking Sector Outlook
2.2.1 Developmentin Main Indicators

Growth of the sector in alternative access channels confinued in September 2010, as well. It is
seen especially that the number of ATMs has relatively high increase when compared fo the
same period of the previous year. Internet banking keeps on with its development stably and it
is the access channel which has highest growth compared to 2007. This view about access
channels in recent years shows that the sector has an efficiency-focused basis. This tendency
towards alternative channels and efficiency leads to slowdown in classical branching of banks,
especially the development of personnel component, despite the growth frend having
continued even during global crisis period. From this point of view, trend for the sector displays a
negative view for creating value added based on employment and domestic employment
under the current macro economic structure. It is expected that the sector will evaluate
potential growth opportunities, both domestic and foreign, in the near future.

Indicators for Access to Banking Services

09/09-
09/10

2007 2008 2009 2010/03 2010/06  2010/09 Change
Number of Banks 50 49* 49* 49* 49* 49* 0
Public Banks 3 3 3 3 3 3 0
Private Banks 12 11 11 11 11 11 0
SDIF Banks 1 1 1 1 1 1 0 Number of
Global Deposit 17 17 17 17 17 17 0 Branches
Banks (1) 150
Dev. & Inv. Banks 13 13 13 13 13 13 0 140
Participation 130
Banks 4 4 4 4 4 4 0 Number of 120 Number of
Number of 8122 9304 9581 960l 9728 9935 507 POS's _—  Staff
Branches
DepositBanks ~ 7.658 8724  8.968  8.986 0107 9206 464
Dev. & Inv. Banks 42 44 44 42 43 42 4
Pa"l'f'pa‘m” 422 536 569 573 578 597 47 Number o Number of
Banks Internet ATM's
Number of 1677 1goee5 184205 186620 188.694 189783  7.557 Cust.
Personnel 60
Deposit Banks 1‘22'2 166.326 167.063 169.118 170.997 171.974 6.491 —_—2007 —008
Dev.&Inv.Banks 5361 5307 5340 5377 5368 5395 120 =2009/03 = 2009/06
Participation Bank 9.187  11.032  11.802 12125 12320  12.414 946 e 2009/09 e 2009/12

18.79 2010/03 2010/06
Number of ATM 15 21953 23952 24503 25254 26566  3.282 e 2010/09
Numberof POS 59 1886 2048 2067 21436 2176 169
(Thousand)
Num.of
Act.Internet

4274 5169 5974  6.006 6.149 6353 204
Bank Customers
(Thous.)

Source: BRSA, BCC,BAT
* A bank under liquidation process is not included in the total.
(1) Banks whose 50% or more of capital is owned by foreigners.
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Capital adequacy ratio of the sector contfinues with ifs level above 19% highly exceeding the
legal limit and the target ratio of 12% as of second quarter of 2009. The strong view in the rafios
related with free capital and total equities reinforces more the positive structure of the sector
revealed by CAR performance as of September 2010.

The liquidity indicator has been above a level of 40% by end-2009 after the recession following
2005 and the crisis period in 2008. The stable ratio of recent years, namely the ratio of FX
position/total equities has increased relatively in FX assets as to liabilities as of September 2010.

Increasing trend in off-balance sheet transactions from 2005 till the first quarter of 2010 has
accelerated in the second quarter and the ratio of off-balance sheet transactions to balance
sheet has exceeded 100% in the third quarter.

The decreasing trend in NPLs/gross loans in the first three quarters of 2010 continues. On the
conftrary, the ratfio of provisions for NPLs/NPLs which was over 80% for the last five quarters is the
indicator for the prudential attitude of the sector for credit risk management.

Number of profit-making banks increased to 45 in the third quarter of 2010, however the
recession in ROE in the last four quarters and ROA in the last three quarters contfinued. Another
sign of recession in profitability is the fact that ratio of assets/total assets of profit-making banks
declined to 99,6% in 2010. This view of profitability can be explained by interest margin by
considering decrease observed in interest income rather than interest expenses during last
three quarters, increase in total ratio of interest expenses and the decrease in non-interest
income rather than non-interest expenses.

Financial Soundness Indicators of Banking Sector

(%) 2005 2006 2007 2008 03.09 06.09 09.09 12.09 0310 06.10 09.10
Capital Adequacy Standard Ratio 237 221 190 180 185 192 200 206 199 192 193
Free Capital [Total Equities 657 720 753 770 785 789 794 796 805 810 812
Total Equities /Total Foreign 15,5 13,5 15,0 13,4 13,9 14,6 15,2 15,3 15,7 15,1 15,8
Resources (1)
Total Equities /Total Assets 134 119 130 11,8 122 127 132 133 136 131 137
Loans / Total Equiies 2860 367,8 3766 4252 3992 3764 3564 3541 3570 3813 3747
Liquidity Indicator (2) 51,8 503 47,0 344 372 390 415 430 430 417 418
FX Net General Pos. /Equities 0.2 03 03 01 00 0.8 0,5 0,5 0,2 0,9 2,7

Off-Balance Sheet Transactions /Total 50,6 55,5 66,3 65,0 70,1 67,5 80,0 69,5 73,8 97,2 101,1
Assets

NPLs /Gross Loans 4.8 3,8 35 37 4,5 4,9 53 53 4,9 4.4 43
Provisions for NPLs /NPLs 887 897 88 798 775 796 804 836 829 840 838
Individual Loans /Total Loans 304 317 333 321 318 330 330 333 330 328 336

Number of Profitmaking Banks /Total 4551 41/50 46/50 44/49 46/49 46/49 46/49 46/49 44/49 44/49  45/49
Nr. Of Banks

Assets of Profitmaking B /Tot. Assets 939 99,3 997 998 998 998 998 998 996 996 996

ROA 17 25 28 20 21 23 24 26 27 26 25

ROE 121 201 217 168 176 184 193 203 202 191 183
Net Int, InAft Prov/Tot. Gross Inc.3) 308 271 267 248 253 279 293 305 358 339 327
- 556 649 667 673 662 644 630 609 547 561 566
e — 1764 1614 1585 1566 1738 1837 1899 1961 2182 2088 1997
e e e AN B 520 783 721 655 750 737 706 689 785 823 801

(1) Total Foreign Liabilities =Total LiabilitieséTotal Equities (2) Liquidity indicator = (Cash Assets +Receivables from Banks
(including Receivables from Central Bank and Money markets) +Trading Securities +Securities Available for Sale +Legal
Reserves)/(Deposits +Debts to Banks (including Debts fo Central Bank and Money Markets)) (3) Total Gross Income =
Interest Income +Non-interest Income
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2.2.2 Financial Statements Analysis

Total assets of the banking sector has shown lowest growth rate since seven years in 2009 with
13.9%. The asset fotal has grown respectively by 18.3% and 16.2% during second and third
quarters of 2010. Thus, recession s in the growth rate of assets after the last quarter of 2008 has
stopped and recovery has started as of first quarter of 2010. As of end of third quarter of the
year, first three asset items with highest increase are credits, cash items and subsidiaries,
affiliates and jointly controlled partnerships. In receivables from banks, CBRT and money markets
and in net NPL items have decreased above 17%. Changes in the growth ratios of asset items
do not significantly effect the asset composition; share of credits item has increased while the
share of receivables from banks, CBRT and monetary markets has decreased. The relative
expansion in the credits item has provided deposit to credit ratio to increase to 83% as of
September 2010. While the share of TL assets and liabilities within the balance sheet has
increased within the third quarter of 2010, the share of FX assets and liabilities has decreased
compared to the same period of previous year.

The weight of deposit which was higher than 60% among total liabilities has increased to 61.8%
within the third quarter of 2010. While the ratio of funds procured from repo transactions within
the balance sheet has decreased within the third quarter of 2010, due to the confinued
augmentation of own funds, the share of this item within the balance sheet has increased to
13.7%. It is considered that increases in the amounts of period profit, paid-up capital and non-
distributed profits were determining in the 20% and higher increases observed in the own funds
item within the last seven quarters,

: Banking Sector Fundamental Balance Sheet Aggregates

% Var. Comp. Last Share within Bal.
TL Billion Year Sheet %

2008 2009 2010/03 2010/06 2010/09 2009/09 2010/09 2009/09 2010/09

Asset

Cash Iltems 6,0 7,6 5,8 6,7 6,9 -11,0 23,4 0,7 0,7
Rec. from Banks, CBRT and Monetary

Markets 88,7 90,3 83,4 84,9 78,4 42,1 -17,8 12,0 8,5
Securities 194,0 262,9 275,6 278,3 2747 34,3 13,7 30,3 29,6
Net NPL 2,8 3,6 3,7 3,4 3,4 83,3 -17,5 0,5 0,4
Credits 367,4 392,6 416,8 4549 475,4 4,0 26,5 47,1 51,3
Subs. Aff., and Jointly Contr. Part. 10,3 12,7 12,8 13,0 14,2 14,9 18,0 1,5 1,5
Other 63,3 64,4 62,5 67,4 74,2 20,8 16,7 8,0 8,0
Total 732,5 834,0 860,4 908,6 927,4 17,4 16,2 100,0 100,0
Total TL Assets 510,2 611,1 633,2 669,9 691,2 18,0 18,9 72,9 74,5
Total FX Assets 222,3 223,0 227,3 238,8 236,2 15,8 9,1 27,1 25,5
Liabilities

Deposit (Funds Collected) 454,6 514,6 534,3 564,5 573,0 16,8 172 61,3 61,8
Debts to Monetary Markets, CBRT 0,4 0,8 0,7 1,1 0,7 837,5 -1,3 0,1 0,1
Debts to Banks 92,8 86,1 91,7 100,0 101,5 0,8 18,8 10,7 10,9
Funds from Repo Transactions 40,8 60,7 53,1 56,0 51,8 37,8 -6,3 6,9 5,6
Securities Issued (Net) 0,0 0,1 0,1 0,2 1,9 - - 0,0 0,2
Other 57,6 60,8 63,8 67,6 71,5 19,9 15,0 7,8 7,7
Own Funds 86,4 110,9 116,8 119,3 126,9 26,9 20,3 13,2 13,7
Total 7325 834,0 860,4 908,6 927,4 17,4 16,2 100,0 100,0
Total TL Resources 476,8 570,2 593,1 628,2 642,2 19,2 19,0 67,6 69,2
Total FX Resources 255,7 263,9 267,3 280,4 285,2 13,8 10,4 32,4 30,8

The contribution of credit growth to asset growth has significantly decreased in 2009, but as of
the first quarter of 2010, it regained its leading role. Parallel with that, contribution of securities
item to asset growth has decreased within last three quarters. Cash and cash equivalent assefs
have effected the asset growth negatively during t January- September 2010 period, while the
contribution of other credits item has increased during last period. In 2009 and by quarters of
2010, the growth of own funds item has contributed positively and highly to liabilities growth,
which shows the accuracy of capital strengthening measures taken. The conftribution of
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deposits to liabilities growth maintains its weight, which shows that this item is the fundamental
item in liabilities.

Contributions to Asset and Liabilities Growth
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Credits provided by the banking sector in the third quarter of 2010 have increased by 26.5%
compared to the same period of previous year. The biggest contribution to the growth rate
exceeding previous period growth came from operating loans item similar to previous period.
Increase of operating loans is followed by consumer loans and other loans respectively. As a
result of the relative slowdown of the contribution of credit cards to the credit growth within the
third quarter, the share of credit cards within total loans has decreased to 9%; the three items
with highest weight in total in the period are respectively; other loans, operating loans and
consumer loans. Within the third quarter of year, highest growth rate compared fto the same
period of previous year is seen in operating loans, followed by consumer loans, credit cards,
other loans and export loans. Annual increase of operating loans and consumer loans is above
30% within the third quarter of 2010, which is remarkable. However it would be useful fo consider
the effect of reference period due to the reflections of the global crisis in this fast increase.
Within the perspective, an annual increase by 18% in credit cards is more positive than the
increases in the first two items. However, once again due to the effect of reference period, the
frame of this analysis creates questions about whether or not a sufficient recovery has occurred
in export loans and thus in exports.

Development of Credits in Banking Sector

Contribution to

TL Million Var. Comparing Previous Year Cumulative Ratio % Growth %
2008 2009 2010/03 2010/06 2010/09 2009/09 2010/09 2009/09 2010/09 2009/09 2010/09
Consumer Credits 83.158 93.337 99.516 108.521 116.850 3,5 32,9 23,4 24,6 0,8 7,7
Operating Cr. 82.673 85.259 93.027 117.319 118.828 3,8 49,3 21,2 25,0 0,8 10,4
Credit Cards 34.853 37.612 38.156 40.798 42.906 7,4 17,9 9,7 9,0 0,7 1,7
Export Credits 30.421 26.181 28.169 31.160 31.534 0,9 12,0 7,5 6,6 0,1 0,9
Other Inv. Cr. 23.633 23.890 24.541 24.158 23.973 22,3 4,5 6,1 5,0 1,2 0,3
Other 113.277 126.665 133.683 133.151 141.569 1,7 16,9 32,2 29,8 0,6 5,4
Total 368.014 392.944 417.093 455.108 475.659 4,0 26,5 100,0  100,0 4,0 26,5
Credit Expansion and Off-Shore Credit Risk
To evaluate whether credit expansion discussed | atel
whi ch may create risks, Turkish data was analyzed wit

in some studies within the literature especially in IMF studies. To apply this definition developed as the
deviation of credit/GDP ratio from trend value exceeding the standard deviation which is 1.5 and same
ratio exceeding 10% of the annual growth ratio within the same period some calculations are required. First
of all, the data used are de-seasonalized. GDP data are used in the calculations after annualizing, so the
seasonal correction is not important for this series, while in other series no significant seasonal movement
was detected. Hereby, credit/GDP ratfios for 11 different items, obtained as percentages by dividing
quarterly data of several credit types without de-seasonalizing to quarterly GDP values annualized by
current prices have constituted the fundamental database of the analysis. For each of these ratios the
HP(1000) parameter was used to realize trend calculations and based on these trend series and credit/GDP
values, the presence of ocredit explosiond were trie
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The results of the analysis, asseen in the charts below, do not indica
period, otherthanaoneperi od oexpl osi ondé showed by operating |

However, the upward trend since the beginning of 2010 shall be watched attentively for the possibility of
0Oexpl osiono. Furthermore, these anal yses are wespeci
IMF/World Bank. The financial development and deepening of countries analyzed within this scope shall be

considered as well as their own dynamics and structures.
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Significant differences are observed in off-shore credit risk of several countries. Aimost all loans extended by
the Turkish banking system (98.4%) are inside the country; ratio being 29% in Belgium and 60.9% in England.
This differentiation of loans in the regional distribution country risks in fluctuation and crisis periods and may
limit the possibility to act fast in countries with high off-shore loans.

Table: Off-Shore Credit Risks in Some Countries

% Share TR BE CAN AT CH GRE DE NED PT KR UK ESP USA

Period 10.Q2 08 09.Q4 10.Q2 09 10.Q2  10.Q2 08 10.Q2 09.Q4  09.Q3 09 10.Q1

Domestic Economy 98,4 29,0 73,8 66,6 49,1 715 72,7 427 734 94,2 60,9 69,6 72,4

Developed Countries 0,9 62,0 19,4 17,4 44,5 24,9 24,0 49,9 19,5 2,5 33,2 21,1 215

Developing Countries 0,7 9,0 6,8 16,0 6,3 3,6 3,4 7.4 7,0 34 6,0 9,4 6,1
Africa 0,0 0,1 0,0 0,1 0,4 0,2 0,1 1,6 0,1 1,2 0,1 0,2
Middle and Estern 0,4 0,2 0,2

Europe 0,3 52 0,1 12,8 2,0 0,8 2,7 2,8 0,0 0,4
Fed. Of Russia 0,2 0,5 0,0 2,2 0,2 0,0 0,4 0,9 0,0 0,1 0,1 0,1 0,2
Asia inc. China 0,0 0,8 0,9 0,4 0,8 0,1 0,4 15 0,1 1,7 2,1 0,0 15
Middle East 0,2 0,4 0,1 04 0,9 0,3 0,4 0,1 0,5 12 0,1 0,2
America 0,0 2,0 oY 0,1 3.7 1,4 1,4 18 2,4 0,7 1,3 8,9 3.7

Source: IMF

In banking balance sheets, there are differences in FX weights between countries. Exchange rate risks vary
accordingly. The Turkish banking sector has relatively high FX balance sheet weight among selected countries.

Table: FX Risk Appearance in Some Countries

%) TR CAN MEX SA PL AT CH GRE DE NED PT KR UK  ESP
Period 10.Q2 09.Q4 09.Q3 08 09.Q3 10.Q2 09 10.Q2 10.Q2 08 10.Q2 09.Q4 09.Q3 09

FX Credits/Tot. Credits 255 259 97 77 333 51,3 11,7 121 200 55 12,6 554 221
FX Lia./Tot. Lia. 35,8 38,2 10,5 51 20,5 20,7 58,6 8,8 9,9 22,5 515) 12,7 58,7 24,2

Source: IMF

Deposit item constituting biggest weight within liabilities by means of volume and confribution

to growth, maintained its annual growth tendency by 15% since beginning of 2009 also in the

third quarter of 2010. While growth rate of deposits keep their limited movement around

average consistently, an attractive development for shares of components observed in the

third quarter of 2010 is the increase in commercial and
FX deposit accounts within total is decreasing. The dynamic of this change may be followed in

the decrease of annual growth rate of FXDA item to 4% within third quarter of 2010 and the

annual growth rate of commerci al and other institutions?d
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this development, e highest contribution to the annual growth rate of total deposit by 17.2% is
made by commercial and otheri nsti tuti onsd deposit item in

followed by savings deposit. The FXDA item has contributed only by 1.3 points fo fotal growth.

Development of Deposit and Current Accounts

he t

Comp. to Prev.

TL Million Year Ratio in Total %  Cont. to Growth %

2008 2009 2010/03 2010/06 2010/09 2009/09 2010/09 2009/09 2010/09 2009/09 2010/09
Savings 182.615 199.700 209.378 221.307 223.902 13,9 18,8 385 39,1 5,5 7,3
FXDA 152,069 1@.322 162.142 161.073 167.822 20,5 4,0 330 29,3 6,6 13
Com. And Ins. 83.184 103.614 110.112 123.959 125743 9,6 40,7 183 21,9 1,9 7.4
":L"c" Cur-AndPart. 19415 26485 27.244 28086 29359 39,5 19,2 5,0 5,1 17 1,0
Off. Ins. 17359 21279 24.B8 28695 24439 232 0,3 5,0 43 11 0,0
Prec. Met. Dep. 355 1219 1272 1389 1754 1485 1129 0,2 0,3 0,1 0,2
Total 454509 514.620 534.286 564.508 573.019 168 172 1000 100,0 168 17,2

When the depth of variation in September 2010 in terms of composition of total deposit is
observed, it is seen that primary trend of this movement started within first quarter of 2009 for
both residents and non-residents. In residents sector the contribution of FXDA growth rate to
total started to decrease as of this date, while the contribution of commercial and institutional
depositds growth rate
exceeded 75% on July 2010; the highest confribution to this was made by commercial and
institutional deposit item, but, the growth rate of this item losing its power in following months,

the growthrate ofnonr esi dent sd total deposit decreased
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Resources procured from foreign markets item, which has a share below 4% among the foreign
resources of the banking sector since the beginning of 2009 is composed of syndication and
securitization items which are close to each other in weight. Both foreign resource items which
were reduced significantly last year due to reflections of global crisis did not reach their 2008
values as of September 2010, despite annual increase of syndication loans by 17.5%. New
syndication loans have a relatively lower average maturity, accordingly the average annual
maturity decreased to 1.1 years as of September 2010; while in securitization loans, the maturity
started to elongate due to the decrease in volume.

Development of Resources Provided from Foreign Markets
% Change compared tc

- Weighted Average
USD Billion Previous Year Maturity (Year)
2008 2009 2010/03 2010/06 2010/09 2009/09 2010/09 2009/09  2010/09
Syndication Loans 10,7 7,4 9,2 10,0 10,5 -31,3 17,5 1,2 1,1
Securitization Loans 12,4 10,9 10,3 9,7 9,5 -11,4 -16,3 6,1 6,4
Total 23,2 18,2 19,4 19,7 20,0 -21,5 -1,4 3,9 3,6
Synd.Lns./Tot.Liab.(%) 2,5 1,5 19 2,0 19
Sec.Lns./ Tot.Liab. (%) 2,9 2,2 21 1,9 1,7

Within off-balance sheet transactions, growth in revocable credit allocation commitments and
derivative transaction items continue without slow down in the third quarter of 2010. Especially
the growth by about 14 fimes in revocable credit allocation commitments when compared to
previous year caused fotal off-balance sheet items increase by 46.9% as of September 2010.

BRSA 21 Financial Markets Report - September 2010

s trasidénds dectorpannualgroeta sfdatal dleposin o n

bel

hird

ow 35 %.



Extraordinary growth in the mentioned item and increase 48.3% increase experienced in
derivative transactions are main determinants causing ratio of off-balance sheet items to
balance-sheet exceed 100%.

Development of Off-Balance Sheet Transactions

% Change in

- . . Ratio to
TL Million comparls:)(r;;cr) Previous BalanceSheet, %
2008 2009 2010/0 2010/0 2010/0  2009/09 2010/09  2009/0 2010/0
Tot. Off-Balance Sheet Transactions (1+2) 476.04 579.78 612.72 883.10 937.771 34,0 46,9 72,7 101,1
Non-Cash Loans and Liabilities (1) 125.837 134.03 140.82 148.024 153.211 7,9 18,2 168 16,5
Letters of Guarantee 93.291 101.606 105.57 109.427 115.737 15,6 17,1 12,7 12,5
Letter of Credit 23.863 22.762 25.263 27.471 25.865 -15,7 19,1 29 2,8
Other 8.684 9.668 9.989 11.126 11.608 2,4 28,0 1,2 1,3
Commitments (2) (3+4) 350.20 445.75 47190 735.08 784.56 42,8 54,2 55,9 84,6
Derivative Transactions (3) 196.392 251.205 299.61 371.096 381.54 24,9 48,3 315 41,1
Other Commitments (4) 153.815 194.54 172.291 363.98 403.012 67,3 60,1 24,4 43,5
Credit Card Expenditure Lim. Commit. 65.138 74.844 77.235 79.143 82.431 13,4 14,3 9,4 8,9
Use Guaranteed Credit Allocation 26.875 30.483 32.247 18.133 19.866 3,7 -31,9 3,8 2,1
Payment Commit. for Cheques 16.627 21.258 30.226 28.534 30.657 10,8 75,8 2,7 3,3
Revocable Credit Allocatio Commit. 16.488 16.488 17.785 184.273 204.87 -50,6 1365,7 2,1 22,1
Future Asset Value Purchase Commit.. 7.663 15.326 1.060 15.076 20.400 140,6 6,5 1,9 2,2
Other 21.023 36.145 13.738 38.828 44.782 1378,9 55,2 4,5 4,8

Deceleration observed after 2009 in total profits of the banking sector continued also in the
second and third quarter of 2010. Thus, as a consequence of the 2010 third quarter growth rate
of 7.2% which represents a considerably low value compared to the annual rate in the third
quarter of 2009 by 41.1%, total profits were USD 16.8 bilion. The main reason of this frend
emerging in 2010 is considered to be the decrease in net interest incomes when compared to
the same period of previous year. Decrease in interests from loans compared to previous year,
with the increase in interest to deposits ; decrease in fees and commissions from loans and
banking services incomes despite the increase in other non-interest incomes; and relative
increase in personnel expenses have been effective in this development.

Development of Selected Income Statement Items

% Change in
TL Million comparison to % Distribution
Previous Year

2008 2009 2010/03 2010/06 2010/09 2009/09 2010/09 2009/09  2010/09

Interest from Loans 52.110 52.478 11.387 23.017 34.995 9,7 -13,5 61,6 61,2
Interest from Securities 27.278 28.257 7.220 13.686 19.279 10,2 -10,9 33,0 33,7
Other 6.380 4.556 972 1.990 2.908 22,2 -18,9 55 51
Interest Incomes 85.768 85.291 19579 38.693 57.182 7,4 -12,9 100,0 100,0
Interest to Deposits 43.967 35.370 7.241 15.103 23.487 -7,8 -16,9 81,7 82,0
Interest to Banks 5.632 4.162 792 1.649 2.543 -16,9 23,6 9,6 8,9
Other 5.186 3.956 939 1.780 2.602 -16,6 -13,0 8,6 9,1
Interest Expenses 54.786 43.488 8.971 18.532 28.631 9,6 -17,2 100,0 100,0
Net Interest Income (Expense) 30.982 41.803 10.608 20.162 28.551 36,0 8,2 - -
Fees and Commissions from Loans 2.518 3.299 822 1.636 2.455 30,8 2,2 16,7 14,0
Banking Services Incomes 10.@2 10.537 2.618 5.362 8.045 5,0 2,7 54,5 45,8
Other 4.883 5.378 2.402 4.959 7.067 2,6 71,1 28,7 40,2
Total NorHnterest Incomes 17.422 19.214 5.843 11.957 17.567 7,8 22,3 100,0 100,0
Personnel Expenses 9.784 10.413 2.751 5.688 8.618 6,8 11,8 37,9 39,3
Provisions 3.602 3.855 1.163 1.670 2.239 2,8 -18,0 13,4 10,2
Other 13.207 13.622 3.530 7.165 11.066 4,7 11,7 48,7 50,5
Total Nonnterest Expenses 26.593 27.890 7.443 14.523 21.923 4,4 7,8 100,0 100,0
Net Norvinterest Income (Expense) -9.170 -8.676 -1.601 -2.566 -4.356 3,0 27,1 - -
g\‘a;.) Mar. Transaction Profit (Loss) 1501 1975 697 1516 1130 ) )
FX Profit (Loss) (Net) -1.497 635 1.022 1.902 1.731 - -
Other 268 0 0 2 2 - -
Tot. Other Nonlinterest Income 272 1910 35 388 603 3936 69.9 ) )
(Expense)

Tax Provision 3.218 4.970 1.532 2.823 3.838 334 2,2 - -
Net Profit (Loss) 13.421 20.182 6.299 12.169 16.849 41,1 7,2 - -
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When cash flows of the banking sector and how the sector uses this cash is analyzed through
cash flow statement, it is observed that net increase in cash and quasi-cash assets decreased
as of June 2010 compared to same period of previous year. Decrease in net cash flow
depending on the increase in loans banks extend was effective in this development. On the
other hand, net cash outflow concerning investment activities decreased compared to the
same period of previous year.

Cash Flow Statement

06.1006.09
TL Million Change TL
06.09 12.09 06.10 Million
Cash Flows Concerning Banking Activities
Operating Profit before Change in Assets and Liabilities Subject of Banking Activity (1  14.244 32.924 17.272 3.028
Change in Assets and Liabilities Subject of Banking Activity (2) 15.385 38.859 -10.4%4 -25.879
Net Cash Flow Stemmed from Banking Activities (1+2) 29.629 71.783 6.779 -22.850
Cash Flows Concerning Investment Activities 0 0 0 0
Net Cash Flow Stemmed from Investment Activities -24.955 66.521 -12.337 12.618
Cash Flows Concerning Finangi Activities 0 0 0 0
Net Cash Flow Obtained from Financing Activities -1.256 -1.128 -1.729 473
Effect of the Change in Exchange Rate on Cash and Qash Assets 110 -330 -181 -291
Net Increase in Cash anQuasiCash Assets 3.528 3.726 -7.469 -10997
Cash andQuasiCash Assets in Beginning of Period 83.197 83.025 83.814 617
Cash andQuasiCash Assets in End of Period 86.724 86.824 76.344 -10.380

Note: Cash Flow Statement is created by consolidating periodic reports by External Audit Institutions to the BRSA.
2.3 Non-Banking Financial Sectors

Total assets of non-banking financial? sector grew by 17.1% in the third quarter of 2010
compared to the same period of previous year. High growth of factoring companies observed
in previous periods of 2010 cont i nued also in third quarter of
total assets increased by 49% compared to the same period of previous year; its share in non-
banking financial sector approached financial leasing companies. As of September, share of
financial leasing companies is 43.1% while share of factoring companies is 40.2%. Consumer
financing companies and asset management companies preserved their share within the
sector.

Share of non-banking financial sector differentfiate considerably throughout countries. When it is
analyzed upon IMF data, share of other financial institutions in Turkey within tofal system is
relatively slow compared with selected countries. It is noted that ratio to national income is low
in Turkey despite the stable growth of financial sector in recent years, while ratio of other
financial institutions in selected countries are higher.

Global View of Other Financial Institutions

(%) TR PL AT GRE DE PT KR UK ESP USA BE IT RO
Period it Belongs to 10.Q2 09.Q3 10.Q2 10.Q2 10.Q2 10.Q2 09.Q4 09.Q3 09 10,Q1 08.Q2 09 10.Q2
Share within Financial System 55 9,7 200 50 167 88 138 364 141 361 116 156 51
Ratio of Assets to GNP 48 311 933 151 1178 60,1 1114 9799 1214 3242 137,4 938 45

Source: IMF Global Financial Stability Report, October 2010, BRSA
Note: Due to differences in accounting, tax and supervision regimes of countries, data is not absolutely comparable between countries.

2.3.1 Financial Leasing

Asset size of financial leasing sector has remained stable throughout 2010. In September,
financial leasing total assets displayed a limited growth of 0.9% compared to previous quarter.
D tendency of receivables of the sector to decline is determinant in the mentioned
development. Receivables decreased by 0.9% compared to previous period, while their share
in the balance-sheet decreased by about 10 points compared to same period of previous year.

2 Financial Leasing Sector, Factoring Sector, Consumer Financing Sector and Asset Management Companies Total.
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Within balance-sheet items, placements made to banks continue to increase. When liability
structure of the sector is analyzed, it is observed that loans granted remained unchanged while
own-funds increased. Ratio of memorandum accounts to balance-sheet displayed a slight
decrease compared to September 2009 and weight of guarantees received in off-balance
sheet items continues. While derivative financial instruments increased by 37% compared to
previous quarter, their ratio to balance-sheet total increased to 9.2%.

leasing Sompani esds Balance Sheet

Change in  BalanceSheet Share (%

comp. to

Mar June Sep Dec Mar June Sep Previous Sep Sep

(TL Billion) 2006 2007 2008 09 09 09 09 10 10 10 Period (%) 09 10
Receivables 8,5 11,7 13,9 13,7 12,1 11,3 10,8 10,1 9,8 9,7 0,9 77,3 67,4
NPLS 0,3 0,5 1 1,3 1,4 15 1,5 15 15 15 3,4 10,4 10,2

Provisions 0,2 0,3 0,4 0,4 0,5 0,5 0,6 0,6 0,6 0,7 3,8 3,5 4,7
Banks 0,5 0,8 14 12 1,3 1,3 1,6 2,0 2,2 2,3 3,9 8,7 16,0
Total Assets 10 13,7 171 16,9 15,4 146 14,7 14,3 14,2 14,4 0,9 100,0 100,0
Loans Granted 73 10,3 13,7 13,3 11,8 11,0 10,7 10,3 10,0 10,0 0,3 75,3 69,6
Own-funds 2 2,5 3 3,0 3.2 31 35 35 3,7 3,7 23 21,5 26,0
Mem.Acc. To. 6,2 8,1 15,6 15,4 15,9 16,4 16,8 16,8 17,2 17,3 0,7 111,9 1205
Guar. Rec. V.y. V.y. 13,4 12,9 13,8 13,9 14,1 13,9 13,8 13,4 -3,4 94,6 92,9
Guar.Given A2 V.. 0,7 0,7 0,7 0,7 0,7 0,7 0,7 0,7 0,4 4,5 4,5
Derivatives V.y. V.y. 0,9 1,0 0,6 1,0 1,1 0,9 1,0 1,3 37,0 6,7 9,2
Escrow Ass. VY. V.y. 0,4 0,7 0,7 0,8 0,8 1,2 1,6 1,9 19,7 5,6 13,2

Despite the stable course in total assets of the sector, net profit for the period increased by
about 75% compared to the same period of last year. The increase stemmed from the fact that
non-financial leasing incomes increased despite the decrease in financial leasing incomes and
expenses remained below previous year.

Financi al Leasing Companiesd I ncome State
Jun-

Sep.10

Mar June Sep Dec Mar June Sep Change
(TL Million) 2006 2007 2008 09 09 09 09 10 10 10 (%)
Financial Leasing Incomes 955 1.287 1.538 406 744 1.071 1.358 289 546 805 47,4
Non-Financial Leasing Incomes 1.813 1.695 6.147 1.777 3.215 4.238 5.032 824 1.729 2.886 66,9
Financial Leasing Expenses 422 589 807 209 358 500 620 110 208 318 52,9
Non-Financial Leasing Expenses 1.780 1.769 5.846 1.689 3.089 4.152 4.882 725 1530 2.611 70,6
Operating Expenses 209 246 223 54 107 160 222 59 110 164 48,4
Tax Provision 8 10 8 22 46 71 -270 20 35 51 45,2
Net Profit/Loss for the Period 363 348 590 138 219 214 576 130 268 373 39,0

Although growth of the sector came to a standstill, profitability indicators are above previous
year. Decline in the NPL ratio of the sector is considered to be positive even though it preserves
its high level in comparison to previous quarter. FX risk of the sector decreased compared to last
year. The number of loss making companies increased to 9 in third quarter of 2010.

Financial Leasing Sector Soundness Indicators

ment

(%) Mar June Sep Dec Mar June Sep
2006 2007 2008 09 09 09 09 10 10 10
Share in NorBanking Sector 50,7 54,5 57,9 58,3 53,6 51,4 49 47,1 44,8 43,1
Receivables/Owrunds Rdio 4,3 4,7 4,7 4,5 3,8 3,6 3,1 29 2,7 2,6
Profit after Tax/Ownfunds 18,3 141 19,8 4,5 7,0 6,8 16,5 3,7 7,3 10,0
Profit after Tax /Assets 3,6 2,5 3,4 0,8 1,4 1,5 3,9 0,9 1,9 2,6
Ratio of NPL 3,5 4,2 6,6 8,4 10,5 11,8 12,3 13,2 13,4 13,1
Reserve Rdo 57,5 52,7 37,7 34,2 32,1 336 40,7 41,5 42,8 45,9
FX Assets/Assets 70,6 70,9 79,2 80,1 78,6 78,0 73,2 70,1 69,9 67,4
FX Liabilities/Liabilities 71,8 72,6 76,7 77,9 75 72,4 68 65,3 64,0 60,8
In-Balance Sheet FX Net Position/Owands -6 9,4 14,1 123 17,8 26,2 21,8 19,6 229 25,4
Off-Balance Sheet FX Net Position /Ovfands 133,6 167,8 3399 336,3 336,1 341,3 3153 317,2 306,2 2933
Transaction Limit Ratio (<30) 4,7 5,9 5 4,9 4,3 3,9 3,8 3,2 3,0 2,9
Number of Loss makingcomp. 20 20 4 2 4 6 5 7 7 9

Effect of general deceleration in financial leasing sector can be seen in service networks as
well. As of September, the number of branches of the sector remained unchanged compared
fo previous quarter, while number of representatives decreased by 3 persons and the number
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of personnel decreased by 1 person. In the period, number of branches and confracts
decreased by about 5%.

Financial Leasing Sector Operational Indicators

Mar June Se Dec Mar June Se Change in

(Number) 2006 2007 2008 09 09 ng 09 10 10 lOp comparison Fo
Previous Period

Number of Branches 3 10 18 18 18 18 18 17 16 16 “)
Number of Representative Offices 79 65 80 80 78 78 76 75 72 69 -3 (Number)
Number of Personnel 1.31 1.557 1427 1347 1339 1316 1.280 1.271 1.287 1.286 -1 (Number)
Number of Customers V.y. vy. 73577 69.221 66.040 63.280 60.010 56.750 54.741 51.716 5,3 (%)
Number of Contracts v.y. wvy. 121.627 115.207 109.318 103.573 98.596 92.337 89.251 84.806 -5,0(%)

2.3.2 Factoring

Factoring sector, which has been growing since mid-2009, has preserved this fendency as of
September 2010. Total assets of the sector grew by 48.9% compared with same period of
previous year. Receivables which are the most important asset item in the sector grew by 62.3%
in the last 12 months, while its share within assefs amounted fto about 85%. Increase of
receivables item is due increased discount rates obliged by economic environment. Weight of
loans granted is preserved in liabilities and the mentioned item increased by 64.4% compared
to same period of previous year. The increase in memorandum accounts decelerated.
Guarantees received decreased by 23% compared to previous year, while derivative
instruments experienced rapid increase by 180.4%.

Factoring Sectord Balance Sheet

( TL Billion) 09.09/09.10 (%)
2006 2007 2008 Mar.09 Jun.09 Sept.09 Dec.09 Mar.10 Jun.10 Sep.10 (%) Sep.09 Sep.10
Receivables 51 62 56 54 6,5 7,0 8,4 9,1 10,4 11,4 62,3 78,4 84,8
NPL 01 03 05 0,6 0,5 0,5 0,5 0,5 0,5 0,7 31,4 5,8 4,9
Provisions 01 02 04 0,4 0,4 0,4 0,4 0,4 0,4 0,5 21,1 4,7 3,6
Banks 06 04 1,1 0,7 1,0 1,0 1,1 1,1 1,0 1,0 1,2 11,4 7,5
Total Assets 63 76 7.8 7,2 8,4 9,0 10,5 11,1 12,3 134 48,9 100,0 100,0
Loans Taken 42 49 49 4,5 57 6,2 7,6 8,2 9,3 10,2 64,4 68,7 76,1
Own Funds 1,8 2 2,4 2,4 2,4 2,4 2,5 2,5 2,7 2,8 17,4 27,0 21,0
Off Balance Sheet Acc 18,5 23,4 30,6 31,7 33,8 33,4 28,3 30,1 338 34,5 3,3 3722 257,4
Undert.Risk vy. wvy. 39 3,7 4 2,6 2,4 2,7 3,0 2,6 0,9 28,5 19,6
Guarantees taken vy. wvy. 156 15,6 16,7 17 10,5 11 10,9 13,1 -23,0 189,7 97,7
Derivatives A ARA'A 1,4 1,7 1,3 0,8 1 1,1 1,9 2,2 180,4 8,4 16,7
Custody Assets vy. wvy. 7.9 8,8 9,7 10,7 12,8 13,6 15,6 14,9 39,4 119,3 1113

Profitability performance is also affirming the positive development in of factoring sector. The
period profits of the sector have increased by 18.5% as to same period of previous year.

Factoring Companies Income Statement Selected Items

(TL Million) 2006 2007 2008 Mar.09 Jun.09 Sept.09 Dec.09 Mar.10 Jun.10 Sept.10 (%)
Factoring Incomes 1.021,2 1.530,8 1.7569 352,9 6586 989,8 1.357,9 329,0 699,0 1.0984 11,0
Non Factoring Incomes 1.015,C 2.203,3 1.926,2 679,3 1.067,1 1.456,4 1.707,9 460,1 997,7 1.754,3 20,5
Facbring Expen 503,9 619,5 808,1 1386 254,8 393,8 527,1 147,7 314,2 4952 25,7
Non FactExp. 874,1 2.285,0 1.838,3 676,5 1.022,9 1.396,0 1.648,5 4259 9259 1.651,4 18,3
Activity Expenditures 205,7 264,7 3454 83,7 1532 2236 314,7 86,2 184,4 2788 24,7
Tax Provision 61,0 78,0 53,3 12,7 35,1 54,4 95,7 158 44,1 584 7,3

Net Period Profit/loss ~ 490,8 426,6 4396 52,7 1575 249,1 3271 97,9 1937 2951 185

The share of factoring firms in non banking financial sector is continues n its tendency to
increase. While profitability indicators of the sector follow a positive process, it is drawing
aftention that the ratio of NPL and FX risk has increased in the third quarter of the year. The
number of firms making losses has increased by 3 in the third quarter of the year as to the
previous quarter.
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Factoring Sector Soundness Indicators

(%) 2006 2007 2008 Mar.09 Jun.09 Sep.09 Dec.09 Mar.10 Jun.10 Sep.10
Shae in Non Bank Financial Sector 32,2 30 26,3 24,9 29,2 31,6 34,9 36,5 38,8 40,2
Ratio of Receivables/Own Funds 2,9 3,1 2,4 2,3 2,7 2,9 3,4 3,6 3,9 4,0
After Tax Profit/Own Funds 279 21,3 185 2,2 6,6 10,3 13,1 3,9 7,3 10,5
After Tax Profit /Assets 7,8 5,6 5,6 0,7 1,9 2,8 3,1 0,9 1,6 2,2
NPL ratio 2,7 4,0 8,2 9,8 7.4 7,4 5,9 5.2 47 55
Reserve ratio 92,1 87 77 75,5 79,6 81,2 83,7 84,8 85,2 73,7
FX Assets/Assets 115 116 154 13,1 12,1 11,5 8,2 6,9 7,8 8,7
FX Liabilities/Liabilities 23,6 24 35,1 32 23,6 20,2 16,9 16,1 16,2 17,0
On Balance Sheet FX Net Position/Own Funds 43,4 46,9 65 57,5 -40,3 -32,3 -36,6 -40,0 -39,0 -39,6
Off Bal.Sheet FX Net Position/Own Funds 56,2 40,3 175 218,1 201,3 171,0 189,7 184,8 209,8 196,6
Transaction Limit Ratio (<30) 3,0 3,3 2,3 2,3 2,9 3,0 3,5 3,7 4,1 4,3
Number of Companies Bearing Loss 11 13 13 24 20 15 15 15 14 17

While the branch number of factoring sector did not change, the number of representative
office has increased by 8 as to the previous period. While 216 new personnel were recruited in
September, increase in the number of customer and contfract was by 6.2% and 9.3%
respectively as to the previous quarter.

Factoring Sector Operational Indicators

Mar. Jun. Sep. Dec. Mar. Jun. Sep. Change as to

(Number) 2006 2007 2008 09 09 09 09 10 10 10 Previous Period
Number of Branch 3 16 20 23 23 25 26 27 27 27 0 (Unit)
Number of Representative Office 147 119 128 113 100 107 116 139 155 163 8 (Unit)
Number of Personnel 2425 2912 3.009 2.879 2.689 2769 2959 3.051 3.229 3.445 216(Unit)
Number of Cusomer v.y. vy. 50.228 51.378 35.493 37.641 40.997 46.750 50.869 53.747 6,2 (%)
Number of Contract Vv.y. vy. 146.558 99.503 72.639 64.628 65.952 72.082 68.732 75.142 9,3 (%)

2.3.3 Consumer Financing

The moderate expansion frend of consumer financing sector asset size has confinued by
September. The importance of receivables item in assets continuously increase. The decrease in
non performing loans is positive in respect of asset quality. Most important liability item loans
have increased by 10.1% in September as to the same period of previous year. No significant
change was experienced in the share of own funds. There is a significant expansion in
collaterals among off balance sheet accounts.

Consumer Financing Sector Main Balance Sheet Sizes

Change " EI Al &1

as to
Previous
(TL Billion) 2006 2007 2008 Mar.09 Jun.09 Sept.09 Dec.09 Mar.10 Jun.10 Sep.10 Year (%) Eyl.09 Eyl.10
Receivables 32 37 4 3,9 3,9 3,9 3,9 3,8 4,1 4,6 19,3 86,3 90,7
NPL 01 01 03 0,4 0,4 0,4 0,4 0,3 0,3 0,3 27,6 9,1 5,8
Provisions 0 01 01 0,1 0,1 0,1 0,1 0,2 0,2 0,2 43,3 2,5 3,2
Banks 0,1 0 0,3 0,5 0,3 0,2 0,3 0,5 0,4 0,3 2,4 55 5,0
Total Assets 34 39 47 4,8 4,6 4,5 4,5 4,5 4,7 51 13,4 100,0 100,0
Loans Taken 28 32 37 3,9 3,7 35 3,6 35 3,6 3,9 10,1 79,1 76,8
Own Funds 02 03 04 0,4 0,4 0,4 0,4 0,4 0,4 0,5 16,8 8,9 9,1
Tot.Off Balance Sheet Acc 2,2 33 0,9 2,1 2 2,1 2,5 1,9 2,5 3,4 60,3 48,1 67,9
Guarantees Taken vy. wvy. 0.2 1 1 1,1 1,2 1,3 1,6 2,1 94,6 24,1 414
Derivative Financial Inst v.y. wvy. 0,7 1,1 1,1 1,1 0,9 0,5 0,8 1,0 -7,9 23,9 19,4

In spite of the fact that a decrease was experienced in incomes of consumer finance sector in
September as to the same period of previous year , term profits increased 185.5% as to the
previous year due to the fact that decrease in expenditures were higher. The high declines in
non consumer finance income and expenditures is especially remarkable.
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Selected Items of Consumer Financing Companies Income Statement

Change
As to previous

(TL Milion) 2006 2007 2008 Mar.09 Jun.09 Sep.09 Dec.09 Mar.10 Jun.10 Sep.10 year (%)
Consumer Finance 4457 565,4 688 161,1  331,2 4999 666,8
Incomes 154,4 307,33 469,7 6,0
Non consumer finance Incomes 270,6 288,0 1514,7 227,5 382,8 492,7 540,0 100,1 236,0 2782 43,5
Consumer Finance Expenditure: 349,5 441,4 490,8 124,4 244,99 3541 4572 97,4 201,7 303,8 -14,2
Non Consumer Finance 2415 258,4 1523,1 219,4 372,9 483,7 5234 100,3
Expenditures 226,7 2619 -45,9
Activity Expenditures 66,7 80,1 138 23,8 49,2 79,8 118,1 25,3 54,5 85,8 7,5
Tax Provision 17,1 27,9 11,6 0,1 3,4 4,5 12,5 4,0 2,6 11,8 161,2
Net Period Profit/Loss 46,2 45,6 9,5 0,7 4,1 16,1 13,3 8,2 29,2 46,0 185,5

Profitability indicators of consumer finance sector have increased during past one year. The
decrease in NPL ratio effects asset size of the sector positively. The ratio of receivables to own
funds is increasing. Declining fendency of FX asset and liabilities is due to the fact that TL is a
credible currency. The increase in ratio of on balance sheet and off balance sheet net position
to own funds is deemed a negative development in respect of FXrisk. While transaction ratio of
the sector is within the specified limits, it is observed that half of the firms in the sector have
incurred losses.

: Consumer Financing Sector Soundness Indicators

(%) 2006 2007 2008 Mar.09 Jun.09 Sept.09 Dec.09 Mar.10 Jun.10 SeplO
Share in non banking fiancial sector 17,2 155 15,8 16,7 15,9 15,7 15,1 14,9 14,8 15,2
Receivables/Own funds 135 12,4 10,6 10,2 10,2 9,7 9,5 9,1 9,2 9,9
After tax Profit/Own funds 194 154 25 0,2 1,1 4,1 3,2 2 6,6 9,9
After tax Profit/Assets 1,4 1,2 0,2 0 0,1 0,4 0,3 0,2 0,6 0,9
NPL ratio 2,4 3,9 7,4 9,1 9,3 10,5 9,6 8,9 7,5 6,4
Reserve Ratio 46,5 455 215 23 25,5 28 35,6 45 50,8 55,4
FX Assets/Assets 18,1 17,7 93 12,4 9,5 9,0 8,1 7,6 5,7 51
FX Liabilities/Liabilities 28,8 30 43,9 51,3 49,7 46,4 42,7 34,8 32,0 31,0

On balance sheet FX Net Position/Own funds -153,2 -163,1 432 -497,5 -480,8 422 -380,7 295 -280,0 -283,0
Off Balance sheet FX net position/Own funds  279,5 184,3 82,3 249,6 218,88 206 180,5 128,8 146,9 1539
Transaction limit ratio (<30) 13,6 12,2 108 10,4 10,6 10,3 10 9,4 9,9 10,4
Number of firms made loss 2 1 4 4 5 5 4 4 2 5

While there was no change in the number of branch and representative office in operational
indicators of consumer finance sector, a moderate increase in the number of personnel,
customer and contracts is observed.

Consumer Financing Sector Operational Indicators

Change as to

(Number) 2006 2007 Dec.08 Mar.09 Jun.09 Sept.09 Dec.09 Mar.10 Jun.10 Sept.10 previous period
Number of Branch 6 3 3 1 1 1 1 1 1 1 0 (unit)
Number of Representative 0 0 0 0 0 0 0 0 0 0 0 (unit)
Number of Personnel 443 474 544 529 515 515 512 509 514 538 24 (Unit
Number of Customer vy vy. 357.475 301.770 287.471 259.300 229.676 220.181 225.18 238.113 5,8 (%)
Number of Contracts V.y. vy, 371.965 314.146 300.855 273.099 242.441 232.217 233.035 251.324 7,8 (%)

2.3.4 Asset Management

When main balance sheet size of asset management firms is evaluated by September, it can
be seen that expansion of the sector was high level as 34.2% during last 12 months period. The
significant increase in loans taken over from banks was determinant in the development. While
loans taken over were showed remarkable increase amounting to 1209.8%, the share in
balance sheet has also increased to 48% from 4.9% during past year. While there was no
significant change in liability structure of sector, it is drawing attention that the ratio of off
balance sheet accounts to balance sheet has regressed in past one year due to recession of
the increase on custody assets during the term.
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Main Balance Sheet Sizes of Asset Management Sector

Balance Sheet

(TL million) Cha_rge as to Share
Mar.0 Sept. Dec.0 Sept. previous year Sept.0 Sept.
2007 2008 9 Jun.09 09 9 Mar.10 Jun.10 10 (%) 9 10
Banks and Other Financial
Institutions 28,5 40,9 52,2 52,4 59,3 39,6 415 56,9 74,7 26,0 16,2 15,2
Loans taken over 34,7 17,9 16,2 14,9 18,0 190,2 254,6 236,9 2359 1209,8 4,9 48,0
NPL taken over 90,6 311 293,8 2933 342 198,7 261,7 256,7 2492 27,1 93,4 50,7
Provisions 332 7.8 59 5,9 74 96,2 99,7 103,3 1101 48,7 20,2 22,4
369,
Total Assets 241,3 8 3741 3716 366,3 3555 480,3 4845 4917 34,2 100,0 100,0
Loans Taken 157,1 287,1 309,8 267,7 2433 218 297,1 310,3 307,7 26,5 66,4 62,6
Own funds 72,9 74,8 59,1 97,5 116,2 126,6 147,5 150,5 166,0 42,9 31,7 338
Total Offbalance Sheets
Accounts 123,9 188,5 1957 238,8 172,1 118,9 1809 1856 185,7 7,9 47,0 37,8
Letter of Guarantees 24 163 16,8 20,1 10 10,1 18,5 22,1 230 128,8 2,7 4,7
Commitments 5,8 5,6 4,7 4,5 3,7 0,0 2,9 2,9 2,1 43,6 1,0 0,4
Derivative Financial
Instruments 414 282 301 74 7,8 7,8 7,8 7,6 7,6 3,1 2,1 15
Custody Assets 72,9 137 137 140,2 150,5 101,0 151,7 153,0 153,0 1,7 41,1 31,1

Asset management firms are profitable during the past one year. Increase especially in net
interest income is the main determinant of profitability. The profits of the sector have increased
by 193.6% as to the same period of previous year.

Selected Income Statement Items of Asset Management Companies

(TL Million) 2007 2008 Mar.09 Jun.09 Sept.09 Dec.09 Mar.10 Jun.10 Sept.10 Sept.09Sept.10 (%) Chan

Interest Incomes 6,3 2,4 0,8 2,3 93,1 129,8 34,9 82,2 126,0 35,4

Interest Expenditures 12,1 155 5,8 11,3 19,2 27,3 7,6 15,6 26,2 36,4

Fees and Commission

Incomes 1,5 2,4 4,7 7,5 5,2 4,4 0,2 -7,0 -12,0 131,6

Other Activity Incomes 18,8 24,2 13,3 211 47,3 61,4 6 25,8 56,2 18,9

Other Activity Expenditures 31,4 36,5 8,1 17,2 26,9 38 9,3 47,3 86,2 220,2

FX Transactions Profit/Loss 4,6 -33,3 25,5 9,1 9,4 7,4 0,7 2,5 2,5 0,0

Tax Provision 16 2,2 1 0,1 -1,2 1,0 0,3 0,8 4,4 -470,3

Net Periad Profit/Loss 20,9 54,7 -17,4 5,3 14,2 24,1 19,6 27,4 41,6 193,6

While asset management firms protected their share in non bank financial sector, the ratio of
own funds to receivables is increasing. A significant recovery in profitability performance is
experienced. While no significant change in the share of FX fransactions was observed,
decrease in on-balance sheet FX net position/own funds share is evaluated as positive in
respect of FX risk. One of the six firms incurs losses in the sector.

Performance Indicators of the Asset Management Sector

(%) 2007 2008 Mar.09 Jun.09 Sep.09 Dec.09 Mar.10 Jun.10 Sepl0

Share in non bank Financia8ctor 0,9 1,2 1,3 1,3 1,3 1,2 1,5 1,5 1,5
Ratio of Own funds/Receivables
58,2 22,8 19,1 31,6 32,3 32,5 23,4 30,5 34,2

After Tax Profit/Own funds 28,7 -73,1 -295 5,4 12,2 19 16,2 18,2 25,0
After Tax Profit /Asset 8,7 -14,8 4,6 -1,4 3,9 6,8 4,4 5,7 8,5
Reserve Ratio 366 25 2 2 21,6 48,4 38,1 40,2 44,2
FX Assets/Assets 55,1 19,1 24,6 22,6 11 17,7 14,7 13,1 13,8
FX Liabilities/Liabilities 67,2 78,4 83,1 63,2 13,9 16 30,6 27,6 26,1
On balance Sheet FX

Net Position/Own Funds 40,1 -293 -370,5 -154,9 9,2 4,9 -58,4 -46,6 -36,6
Number of Firmsthcurring Loss 2 4 4 5 3 3 2 3 1
Total Number of Firms 5 5 5 6 6 6 6 6 6
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3 RISK, CAPITAL AND PROFITABILITY ANALYSIS
3.1 Risk Analysis
3.1.1 Credit Risk

The amount subject to risk in the banking sector has increased parallel to the growth in credit
volume of the sector in 2010. The amount subject to risk in September 2010 period increased by
4,6% compared to the previous period and reaching TL 556,9 bilion. The main reason for the
mentioned increase is the TL 21,5 billion increase in 100% risk weighted assets . It is also seen that
other components of the amount subject to credit risk have increased compared to June 2010
period.

Chart 3.1-1: The Amount Subject to Credit Risk and Risk Weighted Assets
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The decreasing frend in NPL ratio as of 2010 continues. NPLR which was 4,4% in June 2010 period
decreased to 4,3% as of September 2010. This situation is due to the increase in loans besides
horizontal movement of NPLs. The increase in NPLs was limited with 0,6% in the period. Thus, the
decrease in NPLs has been redlized as 3,3% since end-2009. With the improvement of the
mentioned indicators, asset quality of banking sector which had deteriorated relatively in 2008-
2009 period started to recover partially as of 2010.

Chart 3.1-2: Non-Performing Loans and NPL Ratio
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NPL Ratio for Selected Countries

During the global crisis, many banks bankrupted worldwide and some of them had serious financial
difficulties. Non-performing loan ratio as one of the most important indicators of credit risk has shown
increasing frend during the period in general excluding some excepftional countries. The tfrend has ended
as of 2010.

The mentioned ratios can not certainly be compared as there are differences in accounting, tax and
supervision regime of countries. Besides, NPLR of Turkish banking system is low compared to the emerging
economies including Turkey and also compared to developed economies.

2005 2006 2007 2008 2009 2010 Latest Data
Developed Economies
Australia 0.2 0.2 0.2 0.8 1.2 1.2 March
Austria 2.6 2.7 2.2 2.0 2.3 - December
Belgium 2.0 1.7 11 1.7 2.7 December
Canada 0.5 0.4 0.7 1.1 1.3 1.3 March
Denmark 0.4 0.3 0.3 - - - December
Finland 0.3 0.3 0.3 0.5 0.7 0.8 March
France 3.5 3.0 2.7 2.8 3.6 - December
Germany 4.0 3.4 2.6 2.8 3.3 - December
Greece 6.3 5.4 4.5 5.0 7.7 9.0 June
Iceland 1.1 0.8 - - 61.2 - December
Ireland 0.7 0.7 0.8 2.6 9.0 104 June
Israel 2.3 1.9 1.4 1.5 1.5 - June
Italy 5.3 4.9 4.6 4.9 7.0 - December
Japan 1.8 15 1.4 1.6 1.7 - March
Korea 1.2 0.8 0.7 1.1 1.2 1.5 March
Luxembourg 0.2 0.1 0.2 1.0 1.3 0.5 March
Malta 3.9 2.8 1.8 1.7 2.4 December
Holland 1.2 0.8 - - - - December
Norway 0.7 0.6 0.5 0.8 15 - December
Portugal 15 1.3 15 2.0 3.2 3.3 March
Singapore 3.8 2.8 15 1.7 2.3 - September
Spain 0.8 0.7 0.9 3.4 5.1 5.5 April
Sweden 0.8 0.8 0.6 1.0 2.0 - December
Switzerland 0.5 0.3 0.3 0.5 0.4 - December
Endand 1.0 0.9 0.9 1.6 3.5 - December
USA 0.7 0.8 1.4 2.9 5.4 5.5 March
Emerging Economies
Central and Eastern Europe
Hungary 2.3 2.6 2.3 3.0 6.7 7.8 March
Poland 11.0 7.4 5.2 4.5 7.6 - December
Turkey 4,7 3.7 3.5 3.7 5.3 4,3 September
Asia
China 8.6 7.1 6.2 2.4 1.6 - December
India 52 3.3 2.5 2.3 2.3 - March
Indonesia 7.4 6.0 4.1 3.2 3.3 - September
Latin America
Argentina 5.2 3.4 2.7 2.7 3.0 2.7 April
Brazil 3.5 3.5 3.0 3.1 4.2 3.8 April
Other
Russia 2.6 2.4 25 3.8 9.7 9.5 July
Mexico 1.8 2.0 2.7 3.2 3.1 2.8 March
S. Arabia 1.9 2.0 2.1 1.4 3.3 - December

Source: IMF Global Financial Stability Report, October 2010, BRSA
PS: As there are differences in accounting, tax and supervision regimes of countries, the data should be evaluated with care while making
comparisons between countries.
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Housing Loans

When the growth trend of housing loans is analyzed, it is seen that housing loans grew faster than total loans
in the period following 2002. The share of housing loans in total loans and consumer loans increased rapidly
after 2002 showing horizontal movement after 2006.

Chart: Growth Indicators for Housing Loans and Its Share in Loans
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HL: Housing Loan, TL: Total Loans, Indexes are formed by taking 2002 as base year.

NPL ratios which were high | until 2001 financial crisis showed a declining tendency following 2002 as a result
of the horizontal movement in NPL and increasing credit volume but increased again parallel with t rising
NPLs after 2005. The NPL amount started to decrease by 2009 year end thanks to the weakening effects of
the crisis and measures taken. This has also brought declining NPL ratios of housing loans.

Chart: NPL Ratio for Housing Loans and Number of Clients under Follow-up
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TL housing Loans which comprise 96% of the housing loans as of third quarter of 2010. Acquired sharp rising
frend after 2001 crisis. When distribution of housing loans by type is analyzed, it is seen that the share of
individual housing loans sfill has highest share in total.

Table: Distribution of Housing Loans by Type

% 2002 2003 2004 2005 2006 2007 2008 2009  2010/09
Individual Housing Loan 100,0 100,0 89,2 92,9 92,5 91,9 91,9 93,4 93,5
Commercial Bumess Loan 0,0 0,0 10,8 7,1 7,5 8,1 8,1 6,6 6,5
Housing Loan (TL) 57,8 64,4 76,3 90,9 93,6 92,6 90,8 93,7 96,0
Housing Loan (FX¥hdexed) 42,2 35,6 23,7 9,1 6,4 7,4 9,2 6,3 4,0

Housing loans which are long-maturity credits by nature are granted intensely in 7-10 year maturity franche.
It is observed that share of housing loans with maturity longer than 10 years in total diminished after second
half of 2009.

Table: Development of Maturity Structure of Housing Loans
Mar.08 Jun.08  Sep.08 Dec.08  Mar.09 Jun09  Sep.09 Dec.09  Sep.10

Less than 1 Year 0,6 0,5 0,4 0,3 0,3 0,4 0,4 0,4 0,2

14 Years 14,6 14,3 14,3 13,3 12,8 12,3 13,4 14,8 13,2
45 Years 19,5 19,1 19,2 19,0 18,8 18,6 20,0 21,7 21,3
5-7 Years 14,9 14,9 14,9 14,9 15,1 15,4 15,5 15,8 15,7
7-10 Yeas 32,2 33,3 33,6 34,6 35,1 35,3 33,8 32,4 35,3
More than 10 Years 18,2 17,9 17,7 17,9 17,9 18,0 16,8 14,8 14,3

When share of individual and commercial housing loans in total loans is analyzed on country basis, it is seen
that the mentioned ratios are quite low for Turkey. When the low level of commercial housing loans in total
loans and the low level of NPL ratio of housing loans compared to other loans are considered, it is seen that
banking sector has growth potential in the housing loans category.
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Table: Share of Individual and Commercial Housing Loans in Total Loans for Selected Countries

Individual Housing Loans  Commercial Housing Loans Total Housing Loans 2010
Developed Economies
Australia 61,2 11,0 72,2 06/10
Austria 12,2 - 12,2 06/10
Canada 32,5 3,2 35,7 12/09
Germany 16,2 55 21,7 06/10
Greece 20,1 - 20,1 06/10
Italy 15,6 8,8 24,4 12/09
Holland 24,9 - 24,9 12/08
Norway 41,4 4,2 45,6 12/08
Portugal 31,9 11,5 43,4 06/10
Russia 5,8 6,3 12,1 06/09
Spain 26,5 - 26,5 06/09
Sweden 32,8 - 32,8 12/07
Switzerland 30,0 6,1 36,1 12/09
Turkey 10,8 0,8 11,6 06/10
England 14,5 5,0 19,5 06/09
USA 36,6 18,0 54,6 03/10

Source: IMF Global Financial Stability Report, October 2010, BRSA
PS: As there are differences in accounting, tax and supervision regime of countries, the data should be evaluated with care while making
comparisons between the countries.

When personal loans are analyzed, it is seen that as of September 2010, the NPL values of
housing loans and credit cards have increased by 0.6% and 2.4% respectively compared to
June 2010, while NPL values of vehicle loans, consumer loans and SME loans have decreased
by 5.1%, 0.5% and 0.3% respectively. The decreasing tendency in NPLR for these loans continues
in September 2010. Credit cards and vehicle loans are sfill credit types with highest NPLR values.
NPL ratios are 9.3% for credit cards, 7.7% for vehicle loans, 1.5% for housing loans, 3.6% for
consumer loans and 5.5% for SME loans respectively.

Non-Performing Commercial, Individual, SME Loans and NPL Ratios
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When sectoral distribution of NPLR is analyzed, it is seen that as of third quarter of 2010, NPL
amount of individual loans and loans extended to industrial sector have declined while NPL
amount of loans extended to services and agricultural sector have increased. Within this period
the NPL ratfio of individual loans and loans extended to agricultural, industrial and services
sectors have all decreased and realized as 4.8%, 5.2%, 3.9% and 3.1%, respectively. The fast
decreasing tendency in NPL ratios of individual loans and loans extended fo industrial sector
during 2010 sfill contfinues as of September 2010; and is appreciated in the context of
amelioration of the credit quality.
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Sectoral Distribution of NPLs and NPLR
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When the sub-sectors with highest NPL share are analyzed; it is seen that the NPL ratio has been
reduced for all sectors compared to previous period. When NPL distribution by sub-sectors is
analyzed, most remarkable development during September 2010 is the decrease in the share of
NPL extended to textile sector in the total. AS of September 2010, NPL item of credit cards sfill
has highest share within total NPL.

Sub-sector Shares in NPL

Mar.10 Jun.10 Sep.10

(%) Share in Share in NPL

NPL NPL Ratio NPL NPL Ratio Share in NPL Ratio
Credit Cards 19,3 9,8 19,9 9,3 19,9 8,9
Ind. Loan Other 11,7 5,0 12,2 4,7 12,1 4,3
Wholesale Trade and Commissionary 8,0 6,6 7,8 57 8,0 5,6
Textile and Textile Products 8,0 12,8 7,6 10,6 7,2 10,0
Construction 5,6 4,4 5,6 4,1 5,7 4,0
Ind. Loan Housing 4,2 1,9 4,4 1,8 4,4 1,6
Agriculture 4,4 5,8 4,4 53 4,6 53
Retail Trade and Personal Products 3,6 57 3,3 5 3,6 4,7
Food, Beverage and Tobacco Ind. 3,4 5,8 3 4,2 3,1 3,8

Within the third quarter of 2010, the amount of total NPL has decreased by TL 0.9 billion
compared to 2009 year end to TL 21.1 billion. While share of NPL with first group of guarantees
within fotal did not change, share of NPL without guarantees within total NPL increased to
50.1%. When ratio of the guaranteed portion of total NPL to fotal loan amount is analyzed,
remarkable point is that share of guaranteed portion of NPL with Ist group collateral in total
loans has decreased by 9,7 points and has been realized as 63,4% as of September 2010.

Information on Collateral and Guarantees of NPLs

Total Collateral

Proportional Distribution by /Loan
Gross balance (TL Billion) Collateral (%) (%)
Mar.10 Jun.1l0 Sepl0 Mar.10 Jun10 Sepl0 Mar.1l0 Junl0 SeplO
Total NPLs 21,4 21,0 21,1 100,0 100,0 100,0 40,6 36,6 36,4
a) Having |. Group Collateral 0,1 0,1 0,1 0,3 0,3 0,3 76,1 73,1 63,4
b) Having II. Group Collateral 7,2 6,9 6,9 33,5 33,0 32,5 86,4 75,1 74,7
c) Having Ill. Group Collateral 3,3 3,2 3,2 15,2 15,1 15,3 68,6 70,3 71,6
d) Having IV. Group Collateral 0,4 0,4 0,4 2,1 2,0 1,8 44,3 51,9 54,5
e)Unguaranteed 10,5 10,4 10,6 48,9 49,6 50,1
Restructured Receivables 0,9 0,7 0,7
Receivables under
Renewed Payment Plan 0,8 0,7 0,8

Within the framework of credit risk stress tests conducted as of September 2010, it is seen that
affect of contingent losses for total equities diminished for all the scenarios related to cash and
non-cash loans turning into loss. This was due to the fact that increase in equities was faster than
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the increase in contingent losses. CAR values expected under the mentioned scenarios are
above minimum limits for all cases. This reveals that the sector has a strong capital structure.

Credit Risk Stress Test Results

Jun.10 Sep.10
Scenario Loss CAR Los;/ Loss CAR  Zarar/
- CAR (%, Change Equit. - CAR(%) Change v UE
(TL Million’) (Point) * %) (TL Million) (Point)* %)
%1 Cash Loans Turning into Loss 3.694 17,92 -0,52 3,15 3.865 18,09 0,51 3,14
%?5 Cash Loans Turning into Loss 18.469 15,83 -2,61 15,75 19.327 15,99 2,61 15,70
%10 Cash Loans Turning into Loss 36.939 13,12 5,32 31,49 38.655 13,27 5,33 31,40
%31 No€ash Loans Turning into Loss 1.053 18,29 -0,15 0,90 1.096 18,46 0,14 0,89
%5 NorCash Loans Turning into Loss 5.264 17,71 -0,73 4,49 5.481 17,87 0,73 4,45
%10 NoiCash Loans Turning into Loss 10529 16,97 -1,47 8,98 10.962 17,14  -1,46 8,90
PS: «kller Bank data are excluded.

* Average CAR for June 2010 period is 18,44%. Average CAR for September 2010 period is 18,60%.
3.1.2 Market Risk

Within the third quarter of 2010 amount subject to market risk in the banking sector has
increased by 4.14% compared to the second quarter of 2010 to TL 29.7 billion. It is seen that the
amount subject to market risk in the banking sector which decreased as of 7th and 8th months
started fo increase as of 9th month. When the capital requirement values by components of
market risk are analyzed, it is seen that within the period, capital requirements for exchange
rate risk and interest rate risk have increased by 11.3% and 2.9% respectively compared to
previous period. This shows the exchange rate and interest rate risk to which the sector is
exposed within this period have both increased compared to previous period. On the other
hand, The capital requirement of equity position risk has decreased by 4.9% compared to
previous period.

Amount Subject to Market Risk and Capital Requirement
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By September 2010, the capital reducing effect of possible value changes of second hand
government debt securities (GDS) has increased mildly compared to previous period. This was
due fo the fact that the increase in GDS portfolio compared to previous period has been higher
than the increase in own funds, . Within second quarter of 2010 amount of GDS with fixed
interest rate has increased by 16.3%. The reducing effect of possible decrease by 10% in second
hand GDS prices dahhasirceetsed fiom 6.2%tp 6.7% within this period.

Effect of Possible Changes in Second Hand GDS Prices
Change in Second Hand GDS Prices %

Sep.10 (TL Million)

-10 5 -1 1 5 10
Commercal Portfolio GDS with Fixed Int.  Own. Effect of Price Changes on Capital (%)
Deposit B. 176.134 72.825 108.333 6,7 -3,4 0,7 0,7 3,4 6,7
D&l Banks 2.976 1.294 13.332 -1,0 0,5 0,1 0,1 0,5 1,0
Total 179.110 74.119 121.665 6,1 3,0 0,6 0,6 3,0 6,1
June 10 (TL Million)

Deposit B. 166.720 62.612 101.203 6,2 3,1 0,6 0,6 3,1 6,2
D&l Banks 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
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Within the first quarter of ioMHfRedintered has déckhecEihusobond port
reducing effect of a possible decrease by 10% in Eurobon
capital has decreased compared to previous period from 1.7% to 1.4%.

Table 3.1.2-2 Effects of Possible Changes in Eurobond Prices

- Change in Eurobond Prices%
Sep.10 (TL Million) 10 5 1 1 5 10
Commercial
Portfolio Eurobond with Fixed Interes own. Effect of Price Changes on Capital (%)
Deposit B. 176.134 15.622 108333 -1,4 0,7 0,1 0,1 0,7 1,4
D&l Banks 2.976 259 13.332 0,2 0,1 0,0 0,0 0,1 0,2
Total 179.110 15.881 121.665 -1,3 0,7 0,1 0,1 0,7 1,3
June 10 (TL Million)
Deposit B. 166.720 17.522 101.203 -1,7 0,9 -0,2 0,2 0,9 1,7
D&l Banks 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

The reducing effect on the sector capital of changes in equity and investment fund prices with
limited share in the commercial portfolio has not changed significantly within the first quarter of
2010 compared to previous quarter.

Table 3.1.2-3 Effect of Possible Changes in Equity and Investment Fund Prices
Change in Eq+ IF Prices (%)

Sep.10 (TL Million)

-10 5 -1 1 5 10
Commrercial
Portfolio Equity and Investment Funds own. Effect of Price Changes on Capital (%)
Deposit B. 176.134 696 108.333 0,06 -003 001 001 003 0,06
DIB 2.976 119 13.332 0,09 004 001 001 004 0,09
Total 179.110 815 121.665 0,07 003 001 001 003 0,07
June 10 (TL Million)
Deposit B. 166.720 682 101.203 0,07 003 001 001 003 0,07
DIB 3.076 110 13.342 0,08 004 001 001 004 0,08
Total 169.796 792 114.544 0,07 003 001 001 003 0,07

Within the third quarter of 2010, sec t o r &Isalarmce sheet position (OBSP) and off-balance

sheet position (OFBSP) have both increased in absolute value compared to previous quarter.

FXNGP which was TL 1.1 billion in the second quarter of 2010 has been realized as TL 3.5 billion in

the thrdquarter of 2010. Within the period, sectorf6s amount
increased by 11.3% to TL 6.2 billon compared to previous quarter. FXNGP/Own funds ratio

which was 0.9% as of June has been realized as 2.7% as of September 2010.

Chart 3.1.2-2 OBSP, FXNGP and Exchange Rate Risk Capital Requirement
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As a result of the i-lbotoneaheetposiioninsiesoltte® vale within the first
quarter of 2010 compared to previous quarter, the reducing effect of possible changes in
exchange rates on total capital of the banking sector has increased compared to previous
period. Within the period, reducing effect of a possible increase by 25% in exchange rates on
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capital has increased from 3.2% to 4.2% when compared to previous period. It is assumed that
the on-balance sheet position is not hedged in this analysis.

Effect of Possible Changes in Exchange Rates

As of Sep. 242010 (USD Million)

Rate of Change in Exchange Rates (%)

-20 -10 1 5

25

50

OBSP own. OBS(OP/:)OWH' FXNGP FXNE/';)/OW”' Effect of Exchange Rate Changes on Capital (%

Deposit -15.334 73.800 -20,8 1.537 2,1 4,2 2,1 0,2 -1,0 52 -104
Development 163 8.880 1,8 27 0,3 0,4 0,2 0,0 0,1 0,5 0,9
Participation 816 3.432 23,8 56 1,6 4,8 2,4 0,2 1,2 5,9 11,9

Total -14.355 86.112 -16,7 1.620 1,9 3,3 1,7 0,2 0,8 4,2 8,3
As of June 25, 2010 (USD Million)

Deposit -10.797 66.557 -16,2 622 0,9 3.2 16 0,2 0,8 4,1 8,1
Development -202 8.422 2,4 1 0,0 0,5 0,2 0,0 0,1 0,6 -1,2
Participation 1022 2.921 35,0 49 1,7 -7,0 -3,5 0,3 1,7 8,7 17,5

Total 9.977 77.900 -12,8 672 0,9 2,6 13 01 06 32 64

3.1.3 Structural Interest Rate Risk

Within third quarter of 2010 compared to previous quarter, the one-month TL open interest
position has decreased while the FX open interest position has increased. The TL interest surplus
position has decreased and has been fransformed into open position. FX open interest position
for 1-3 months has decreased. As of September 2010, deficits were realized by TL 120.1 billion for
one-month TL, by TL 61.8 billion for one-month FX, by TL 1.1 billion for 1-3 months TL and by TL 10.2
billion for 1-3 months FX positions.

Deficits, Interest Margin and Development of Components
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In the scenario analysis to determine structural interest rate risk amount to which the sector is
exposed, effect of interest changesonbank 6 s

tore-pricing
costs I n

of
t he

banksd
cal cul at

asset
ions,

profitability
and liabiliti
it is assumed

S
es

cal
and
t h aies

do not vary during the period analyzed. Moreover, in the analyses, it is assumed that there was
no new funding and the time value of money is ignored.
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Scenarios Concerning Structural Interest Rate Risk

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

1ay 13 ay 36 ay 6-12 ay 1ay 13 ay 36 ay 6-12 ay
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 (TL December 09 June 10 September 10
Million) TL FX Total TL FX Total TL FX Total
Scenario 1 -2.125 0 -2.125 -2.367 0 -2.367 -2.337 0 -2.337
Scenario 2 0 962 962 0 -1.222 -1.222 0 -1.217 -1.217
Scenario 3 -19.612 0 -19.612 -25.034 0 -25.034 -27.471 0 -27.471
Scenario 4 0 -5.261 -5.261 0 -7.000 -7.000 0 -7.176 -7.176
Scenario 5 -8.039 -3.321 -11.361 -10.093 -4.464 -14.557 -10.903 -4.483 -15.386
Scenario 6 -21.251 -4.812 -26.064 -23.669 6.112 -29.780 -23.367 -6.086 -29.453
Scenario 7 -26.716 -11.537 -38.254 -34.008 -16.958 -50.966 -35.261 -16.454 -51.715
Scenario 8 2.125 0 2.125 2.367 0 2.367 2.337 0 2.337
Scenario 9 0 962 962 0 1.222 1.222 0 1.217 1.217
Scenario 10 19.612 5.261 24.873 25.034 7.000 32.034 27.471 7.176 34.647

When interest rate scenarios are analyzed, it is seen in scenarios 1 and 6 as a result of a
decrease in one-month TL open position; the sensitivity fo one-month FX interest rate change
has decreased. The 1-3 months TL interest surplus fransforming intfo open position has caused
increase of losses in TL items in scenarios 3, 5 and 7.

3.1.4 Liquidity Risk

When FX and total liquidity adequacy ratios are analyzed by functional bank groups for the
period July-September 2010, it is seen that ratios concerning all three groups still remain above
legal limits. When compared to the end of June 2010, as of September 2010, total liquidity
adequacy ratio which has increased from 247.4% to 254.7% for development and investment
banks and from 150.7% to 184.5% for participation banks maintained its level by 214% for deposit
banks. FX liquidity adequacy ratio has also followed similar course for banking groups, whereas
relative amelioration in the FX liquidity of parficipation banks is remarkable.

Within the period of September 2010, total legal liquidity adequacy ratio concerning the first
maturity franche for the banking system in general has increased slightly compared to the
period of June 2010. The main factor for the change in this ratio for participation banks was the
increase in securities portfolio.

Development of FX and Tot. Liquidity Adequacy Ratios Concerning First Maturity Tranche
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As of the third quarter of 2010, fotal liquidity adequacy rafio concerning second maturity
franche has increased from 138% to 140% compared to the previous trimester and has
maintained its horizontal course around 140%. When liquidity components of banks concerning
the second maturity tranche for the period of July-September are analyzed, it is seen that
derivative transactions in both assets and resources have reached highest level lately. The
portfolio value of securities did not change significantly whereas securities to be held until
maturity have decreased. Most significant change in resources has occurred in other resources
ifem composed mostly of repo transactions. FX liquidity ratfio has increased from 113% to 121%
within the period.

FX and Total Liquidity Ratio Components Concerning Second Maturity Tranche

TL Million (%) FX Total

Assets Sep09 Dec09 Jun.10 Sepl0 Sep09 Dec09 Jun.10 Sepl0
Derivatives 48,676 (37 44,873 (36 55493 (4260,263 (44| 60,127 (1* 55653 (13 68,396 (15 72001 (16
Banks, Headquarters and Branches Abroac 27,437 (21 27,227 (22 19913 (1£ 21897 (16| 30,387 (8, 31897 (8) 23948 (5) 28,813 (6

Securities Fair Value 16362 (12 15110 (1 14781 (1: 17681 (15 101230 (26 127273 (31 141332 (32152961 (34

Securities Held to Maturity 13216 (1€ 12983 (10 10797 (8, 8,501 (6| 78,863 (20! 77,372 (1¢ 7752117 70,835 (16
Loans 12281 (9 11956 (9) 14255 (1. 12191 (9 70,861 (18 74,358 (18 83,208 (19 86,480 (19
Cash Values, CBRT 7551 (6 8117 (€ 8,611 (7 8,759 (6] 27862 (7 30557 (7 36,467 (8 33566 (7
Receivables 6,183 (5 5614(4 7,658 (6) 6,294 (5 18841 (5 15614 (4 16992 (4, 1Q075 (2
Investment Assets (Net) 8 (0) 10 (O 5 (0) 6 (0) 31(0 28 (0) 16 (O 16 (O
Total 131718 125890 13151: 135592 388,20 41275C 447,883 454,747
Liabilities

Deposit 50,731 (5: 51422 (52 52,818 (46 54,413 (49146873 (53148916 (53 168961 (52173397 (54
Derivatives 39,461 (40 36,262 (3748,489 (42) 46,269 (41 60,336 (22 55559 (19 68,827 (21 72395 (22

Other Resources

CBRT, Banks, Branches
Other Loans

Off-Balance Sheet Traretions
Total

Liquidity Adequacy Ratio (%)

2095 (2. 5,069 (5)
2414 (2) 2203 (2)

6,815 (6 4,439 (4)
2529 (2) 2384 (2)

1951 (2) 2048 (2) 3,162 (3) 2118 (2)
1966 (2) 2197 (2) 2095 (2) 2120 (2)
98,619 99201 118908 11744
1336 1269 11% 1213

41269 (15 51,299 (18 54,999 (17 46,633 (14

7,841 (3) 17821 (6) 8,776 (3) 7,904 (2)
3220 (1) 8,303 (3) 4,345(1) 3588 (1)
16835 (6) 4,705 (2) 18056 (6) 18375 (6)
276374 286602 323964 322293

1405 1440 1383 1411

Stock Value Liquidity Ratio, which is calculated to monitor and evaluate the liquidity balance
bet ween banksdéd assets and | iabilities, i's above
10%-12% since March 2009 has declined by 0.5 points to 10.3%. As of September 2010
compared to previous period, the decrease in cash values and increase in deposits were both
effective in the decline.

Stock Value Liquidity Ratio3

TL Million Sep.09 Dec.09 Jun.10 Sep.1( %

Cash Vh And CBRT 43505 26393 31204 30,56 Stock Value Liguidity Ratio
Banks, Headquarters and Branches Abroac 8,465 15642 16137 1802: 1 WMJ\W/_'\
Receivables 23089 23278 27198 2493: o .

Stock Value Liquidity Ratio
TOTAL ASSETS 75059 65,314 74539 7351 Minimum Level
Deposit 505,525 526,818 574985 59205C ¢ —
CBRT, Banks, Centers@dBranches Abroad 29,643 32381 31928 34,75¢ 8 g 8 = 007_ 2 OO’_ § 9! 9! 9! ‘C_>! S
Other Loans 46,628 46,508 52426 50,48C s838gs5gsSd 58888
TOTAL LIABILITIES 581796 605,707 659,340 677,28¢ 883985 g 3I >89

Source: BRSA

The weight of banking sector in intfernal debt stock has increased continuously recently
acquiring horizontal course. The internal debt stock has increased by 8.5% compared to same
period of previous year to TL 347.8 billion. The share of cash debt stock within total internal debt

SoPursuant to the Article 15/A (1) of the Regulation on Measurement and Evaluation of Liquidity Adequacy of Banks, it is
provisioned th at cash, cash depot, checking free account opened by the Central Bank, money in transit, due securities,
precious metal depot, cheques purchased, banks, checking accounts opened by abroad centers and branches, total

amounts of overnight receivables from in terbank money market and required reserves total, total deposits, CBRT, Banks,
Abroad Centers and Branches Accounts and Loans excluding quasi -capital loans items(TL+FX) are recorded in terms of
stock values, regardless of their maturities.
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stock sfill increases, having reached 98.3% as of the third quarter of 2010. It is presumed interest
cost reduction has been effecftive in this outcome. TL 216.3 billion of total internal debt stock is
fo banks and TL 124.2 billion is fo non-banking sector As of September 2010. The increase of TL 6
billion in the amount of debt to non-banking sector within the period of June-September 2010 is
remarkable. The increase in the share of foreign banks in total internal debt from 5.2% to 5.6%
within the same period is also remarkable.

Distribution of Internal Debt Stock by Receivers

% 2006 2007 2008 Se;OOQDeC_ W n_20103e o ‘:30"(')'0” L Developmant of Domestic Debt Stock 100

Banking Sector 49.1 517 549 59.7 634 632 62.2

Public B. 242 234 26 271 269 272 262

Private B. 215 234 233 273 308 299 295

Foreign B. 29 41 49 46 49 52 56 200 50

DIB 06 08 07 08 08 09 09
Non-Banking Sectof 44 423 40.6 378 342 345 357

Natural Persons 88 59 55 3.6 29 20 18 0 0

Legal Entities 181 185 198 196 185 174 173 Lo~ wo<=z=z=3>sS ==

Mutual Funds 35 45 5 54 42 41 46 § § § § § 3 § § =9 3

Residents Abroad 136 134 103 9.2 8.6 110 12 Q8 SIS & I
CBRT 69 6 45 25 23 23 21 , )
TOTAL 100 100 100 100 100 100,0 100 Total Cash Non-Cash (Right Axis)

Source: Undersecretariat of Treasury

As a result of inferest rate cuts by CBRT during global crisis, the weighted average repo interest
rate with maturity up fo 14 days has increased to 7% in the last quarter of 2009. Since interest
rates in repo tenders with one-week maturity float around 7% as of this period, CBRT has
decided that repo tenders with one-week maturity should be realized by volume on May 18,
2010 and determined interest rate for tenders as 7%. By September 2010, TL 20 billion of funds
provided from repo fransactions is from CBRT, TL 15.7 billion is from banks, TL 16.1 billion is from
other resources. The banking sector finances 5.6% of its assets by funds provided from repos.

Repo Transactions

35 20
Billion TL Total Repo Transactjon Volume % CBRT Repo Interest Rates (2-14 Days)
30
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> il |
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mCBRT 1 Banks m Other Sources
Source: BRSA, CBRT.

During 2010, average overnight interest rates in interbank markets and in Takasbank Money
Market have followed horizontal course. As of September 2010, in interbank markets called also
secondary markets, the average overnight TL interest has decreased to 6.4% and average
overnight interest in Takasbank Money Market® has decreased to 6.1%.

4 Non -banking se ctor includes all natural persons and legal entities except Savings Deposit Insurance Fund.

5 Takasbank Money Market was activated on October 1 st, 1996 by ISE Settlement and Custody Bank Inc., to provide the meeting of Intermediary
Institutions having sho rt-termed cash surplus and which cannot place this organized and Intermediary Institutions in the need of short -termed
cash and desiring to satisfy this need without disposing their long -termed assets .
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Development of Interbank Markets and Takasbank Money Market
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After the illiquidity in the markets during last quarter of 2008 when global kept deepening, FX
liquidity surplus both in terms of maturity and size has started to decline in the last quarter of
2009 and kept decreasing until the second half of 2010. However as of third quarter of 2010, this
tendency has been reversed where liquidity surplus with one-month maturity has increased to TL
23.9 bilion and liquidity surplus with 12-months maturity to TL 15.4 billion. TL liquidity has
preserved ifs level by end of 2009.

Liquidity Surplus by Maturities
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FX liquidity of banks in the coming periods may be affected by securitization and syndication
loans. Amount of syndication loans due unfil end of 2010 is TL 927 million (USD 651 million), while
the amount of securitization loans is TL 549 million (USD 382 million). Total amount of balance of
syndication and securitization loans due between 2011 and 2018 is TL 22.2 billion (USD 14.2
bilion) and in 2011, the payments concentrate on March, May and September.

Syndication and Securitization Loans Payment Plan

EURO UsD TOTAE
(Million) Syndication Securitization Syndication Securitization
TL $ TL $ TL $ TL $ TL $

Oct. 2010 0 0 60 42 0 0 194 135 254 178
Nov. 2010 0 0 33 23 0 0 262 182 294 205
Dec. 2010 711 499 0 0 216 152 213 148 1140 798
Jan. 2011 0 0 60 42 0 0 163 114 223 156
Feb. 2011 0 0 33 23 0 0 263 183 296 206
Mar. 2011 2,272 1571 0 0 878 608 215 148 3,365 2,327
Apr. 2011 1625 1141 60 42 495 346 152 106 2,632 1843
May 2011 2,532 1763 33 23 508 353 270 188 3,343 2,327
June 2011 0 0 0 0 0 0 207 144 207 144
July 2011 0 0 8 5 0 0 252 177 260 182
Aug. 2011 597 413 33 23 171 119 256 178 1057 733
Sep. 2011 2,826 1955 0 0 916 634 415 287 4,157 2,875
Oct. 2011 0 0 8 5 0 0 277 194 284 199
Nov. 2011 0 0 33 23 0 0 278 193 311 216
Dec. 2011 0 0 0 0 0 0 218 151 218 151
20122018 717 496 733 516 105 72 8,684 6,041 10238 7,126

6Because of securitization payment  of TL 300 million equivalent to USD 270 million with maturity April 13, 2011, TL and $ total figures of syndication
and securitization payments in the line of April 2011 are different from the figures in Total column.
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Net liquidity deficit in the markets which was TL 10.2 billion on March 31, 2010 has increased to TL
13.3 billion as of June 30, 2010. As of June 30, 2010 60% of CBRT market funding has been
through weekly repo transactions and 40% by 3-month repo fransactions. CBRT has funded the
market by TL 21 billion by end of June 2010 with weekly and 3-monthly repo transactions and TL
7.9 billion of liquidity surplus of TL 8.2 billion formed by the end of day, has been withdrawn by
overnight Interbank Money Market while remaining TL 0.3 billion by ISE reverse repo transactions.

The Funding Liquidity Index which decreased after the crises has floated within an interval from
2009 end until second half of 2010 due to interest rate cuts made by CBRT. On the other hand,
the index kept its horizontal frend around 0.75 following and readlized as 1.1 points as of
September 2010.

Market Liquidity and Funding Liquidity Index
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Source: CBRT

Basic Liquidity Ratios for Selected Countries

TR AU AT BE BR CA CH CN DE FR GR IT KR NL PL PT RU SA UK USA

Period 10Q2 10.Q2 10.Q2 08 10.Qz 09.04 09 10.Q2 10.Q2 08 10.Qz 09 09.Q4 08 09.03 10.Q2 09 08 09 10.Q1

Liquid
Assets /
Total
Assets

561 136 253 234 525 156 173 256 505 255 391 11 378 217 194 147 304 49 205 113

Liquid
Assets/
Sh. Term
Liabilties
Source: IMF

812 349 744 66.9 1131 553 403 450 1386 1505 531 0.6 1039 2021 287 733 1024 98 380 433

Not e: Due to differences between countriesd accounting, t a
prudently while making comparison between countries.

Liquidity risk plays primary role in inducing systemic risks and studies for bringing tighter
liquidity risk management by the Basel Committee confinue. When the basic ratios
concerning liquidity risk such as Liquid Assets/Total Assets and Liquid Assets/Short Term
Liabilities of Financial Stability Indicators, which are recommended by IMF, it is seen these
ratios are considerably high for Turkey compared with other countries. This shows that in
Turkey present liquidity risk freatment is more prudent compared to other global countries.
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3.1.5 Concentration Risk

Loans extended to a real person or legal entity or a risk group which amount to 10% or more of
own funds are regarded as large credits. The share of large credits within total credits and own

funds has decreased by third quarter of 2010. The share
funds within own funds has been realized as 34.9% on June 2010; on the third quarter of 2010 this
share has decreased by 4.1 points to 30.8%. The share of credits |l arger than
funds within credits has decreased by 0.9 points to 7.4% In the meanwhile.
Distribution of Large Loans
Mar.10 Jun.10 Sep.10
% Ratio to Own+ Ratio to Own Ratio to Own
funds Ratio to Loans funds Ratio to Loans funds Ratio to Loans
Larger than 10 27,3 7,0 34,9 8,3 30,8 7,4
Between 1615 14,3 3,7 22,6 5.4 19,9 4,8
Between 1520 10,5 2,7 8,6 2,1 7,9 1,9
Between 2025 25 0,6 3,6 0,9 3,0 0,7

It is observed that most striking development in loans is the decrease in share of loans larger
than TL 1 million within total loans by 1.5 points to 47.7% and the increase in the share of loans
less than TL 51 thousand within total loans by 1.1 points to 30.0% as of September 2010. When
credit amount per customer is analyzed, the most noteworthy matter in September 2010 period
is that credit amount per customer for loans larger than TL 1 million decreased to TL 7.446
thousand.

Distribution of Loans by Size and Number of Customers

Total Credit (%) Number of Customers (%)  Credit Amount per Customer (TL thou.)

Credit Amount

Mar.10 Jun.10 Sep.10 Mar.10 Jun.10 Sep.10 Mar.10 Jun.10 Sep.10
Largerthan TL 1 million 47,9 49,2 47,7 0,1 0,1 0,1 7.996 7.922 7.446
TL 501 thousand'L 1 million 3,9 4,3 4,4 0,1 0,1 0,1 713 726 727
TL 101 thousandL 500 thousand 10,1 10,5 10,7 0,5 0,6 0,6 194 198 197
TL 51 thousand'L 100 thousand 7,2 7,1 7,3 1,0 11 1,2 70 71 71
Less than TL 51 thousand 30,8 28,9 30,0 98,4 98,1 98,0 3 3 4
General Total 100,0 100,0 100,0 100,0 100,0 100,0 10 11 12

As loans extended in the banking sector concentrate on specific sectors, credit quality
becomes more sensitive fo the developments in these sectors. When distribution of cash loans in
the sector is analyzed, it is observed that 62.1% of total loans are extended to 10 different
sectors. Share of personal consumer loans within total as of September 2010 period increased
by 0.5 points to 11.8% when compared to the previous period. In addition to this, the fact that
31.9% of total loans were extended as consumer loans (housing loans, personal consumer loans
and other loans and credit cards) in which number of customers is high becomes a factor
decreasing concentration risk of the sector.

Concentration of Loans on Sectoral Basis

% Dec.08 Mar.09 Jun.09 Sep.09 Dec.09 Marl0 Jun.10 Sep.10
Personal Consumer and Other aos 10,3 (2) 10,3(2) 10,8 (2) 10,9(2) 11,1(2) 10,3(2) 11,3(1) 11,8(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) 11,3(2)
Credit Cards 93(3) 91(3) 96(3) 96(3) 95(3) 91(3) 88(3) 8.8(3)
Construction 54() 55(4) 58(4) 59(4) 60(@4) 554) 604) 594
Wholesale Trade and Brokerage 56@) 54((B) 54((B) 54((B) 57((B) 545) 58(5) 5905)
Financial Institutions (Banks, Financial Leasing, Fac., Fin. 3,7(8) 38(®) 3,7(6) 36(7) 36(8) 38(6) 39(6) 45(6)
Companies)

Main Metal Ind. and Worked Mine Prod. Ind. 38(7) 35(7) 35() 35(8) 36((7) 357 397 377
Agriculture 3,3(10) 3,4(8) 36(7) 3,7(6) 3,8(6) 3,48) 3,6(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) 3,4(9)
Retain Trade and Personal Products 2,5(13) 2,6(13) 2,6(13) 2,9(12) 3,2(9) 3,0(10) 2,9(13) 3,2(10)

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

When distribution of deposit by amount and number of customers, it is observed as of
September 2010 that concentration by amount continues in deposit group larger than TL 1
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million while concentration by the number of depositors continues in deposit group less than TL
10 thousand. The fact that deposit per depositor decreased in deposit groups larger than TL 1
million indicates that concentration has decreased. It is observed that deposit per depositor in
TL 11 thousand-TL 50 thousand tranche has increased by TL 19 thousand in the previous period
and realized as TL 26.5 thousand.

Distribution of Deposit by Size and Number of Customers

Deposit Amount per Depositor (TL

Deposit Amount Total Deposits (%) Number of Depositors (%) thousand)
Mar. Jun. Sep. Mar. Jun. Sep. Mar. Jun. Sep.
10 10 10 10 10 10 10 10 10

Larger than 1 million 45,2 46,6 44,8 0,0 0,0 0,0 7.606,6 81994  7.898,8
TL 250 thousandiL 1 million 14,4 14,5 14,5 0,2 0,2 0,2 509,9 509,1 507,9
TL 51 thousand'L. 250 21,2 20,4 20,8 1,4 1,0 1,0 112,6 110,1 109,7
thousand
TL 11 thousandL. 50 135 13,0 14,2 4,0 2,8 2,9 24,9 24,6 26,5
thousand
Less than TL 10 thousand 58 55 5,6 97,3 96,0 95,9 0,4 0,7 0,3
GeneralTotal 100,0 100,0 100,0 100,0 100,0 100,0 7,2 5,3 55

When maturity structure of deposits is analyzed, it is observed that deposits between 3 to 6
months within total increased to 4.5% as of third quarter of 2010. In addition to this, deposits at
call and deposits up to 3 months constitute 91.5% of total deposit in this period. Short maturity
nature of deposits indicates a structural feature in Turkish banking sector. Short term
concenfration of Deposits as the most important funding resource of banking sector increases
liquidiity risk of the banks and creates asset-liability maturity mismatch in the balance-sheet.

Maturity Structure of Deposit

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

At call 15,8 15,4 13,7 13,6 14,2 15,8 15,6 14,8 15,5 15,4
Up to 1 Month 31,0 28,4 31,5 31,6 30,7 29,3 27,7 29,9 30,3 29,7
Between 1 to 3 months 44,6 46,6 46,1 46,1 46,8 46,4 48,5 47,7 46,7 46,4
Up to 3 Months 91,4 90,4 91,2 91,3 91,6 91,4 91,9 92,4 92,5 91,5
3 to 6 Months 3,7 4,4 3,3 3,5 3,4 3,5 3,3 3,3 3,6 4,5
6 to 12 Months 2,2 2,4 2,5 1,9 1,8 1,7 1,6 1,5 1,3 1,4
Above 1 Year 2,8 2,7 2,9 3,3 3,2 3,4 3,3 2,8 2,5 2,6
General Total 100 100 100 100 100 100 100 10 100 100

3.2 Capital Adequacy

Capital adequacy ratio of banking sector (CAR) has displayed a relative increase by 0.1 point
when compared to previous quarter and realized as 19.3% as of September 2010. In the third
quarter of the year, the increase in risk weighted assets and own-funds display parallelism. In the
said period, own-funds increased by 4.8%, while risk weighted assets by 4%.

Own-funds, Risk Weighted Assets and Capital Adequacy Ratio

Own-funds (TL Billion) RWA (TL Billion) CAR
Mar.l Jun.l Sep.l % Change Mar.1 Jun.l Sep.1l % Change Mar.1 Jun.l Sep.l Point change
0 0 0 (Jun.10 0 0 0 (Jun.10 0 0 0 (Jun.106
Sep.10) Sep.10) Sep.10)

Sector 120,5 124,0 129,9 4,8 604,1 6458 6715 4,0 19,9 19,2 19,3 0,1
Deposit 102,8 1059 111,3 51 552,6 591,6 615,1 4,0 18,6 17,9 18,1 0,2
- State 252 252 26,8 6,3 137,7 146,8 1557 6,1 18,3 17,2 17,2 -
-Resident 59,4 62,0 65,2 5,2 314,3 338,3 3505 3,6 0,3
Private 18,9 18,3 18,6
-Global 18,2 18,7 193 32 100,6 106,6 109,0 2,3 18,1 17,6 17,7 0,1
DIB 132 13,4 134 0,0 216 219 224 2,3 61,2 61,3 59,8 -1,5
Participation 4,5 4,7 51 8,5 30,0 322 339 5,3 149 145 152 0,7
Big-scale 788 812 859 5,8 419,9 450,5 470,5 4,4 18,8 18,0 18,2 0,2
Medium-scale 21,3 220 227 3,2 129,1 137,6 140,7 2,3 16,5 16,0 16,1 0,1
Smallscale 204 20,8 21,3 2,4 55,1 57,8 60,2 4,2 37,0 360 353 0,7
Explanation: Own -funds amount was taken from CA430 form and differs from balance -sheet own -funds total.
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When analyzed by function groups, it is observed that CAR of deposit and participation banks
increased by 0.2 and 0.7 points, respectively in the third quarter; while CAR of development
and investment banks decreased by 1.5 points. During the period, own-funds of development
and investment banks decreased by TL 27 million. On the contrary, within asset composition, the
decrease experienced in risk free assets in favor of higher risk assets caused risk weighted assets
to increase and thus CAR to decrease. Especially state deposit bank loans with 100% of risk
weight experienced high increases; however CAR did not decrease owing to the increase in
own-funds in the same period.

According to the analysis on scale basis, it is observed that CAR of medium and big-scale banks
increased by 0.2 and 0.1 points, respectively, while CAR of small-scale banks decreased by 0.7
point due to the relatively high increase observed in risk weighted assefts.

Own-funds, Risk Weighted Assets and Capital Adequacy Ratio Index

80(()2002_100) Deposit B. Participation B. DIB
700 2002=100 RWA Ownfunds RWA Ownfunds RWA Own-
600 funds
500 2002 1000  100,0 - - 1000  100,0
200 2003 1144 1406 - - 99,1 1346
300 2004 1639  187,3 1000 1000 1023 1603
200 2005 2209 2083  147,9 1541 1038 1877
100 2006 2956 2566 1850 2553  150,5 2248
o 2007 4373 3315 2854 3852 2366 2655
NmtbornooNnoen N0 0o 2008 5430  391,8 4895 6295  309,7 3181
2282888328 285388592S3 2009 5888 4911 5626 7219 3589 3751
NN YIRS SRRR Mar10 6351 5158 5904 7379 3668  389,0
RWA Own funds CAR Juni0 6800 5310 6351 7699 3727 3957

Sep.10 707,0 558,3 668,3 849,9 381,2 394,9

CAR of the sector shows increasing tendency since third quarter of 2008, yet is decreasing since
beginning of first quarter of 2010. On the other hand, slight increase by 0.1 point is observed in
CAR in the third quarter of the year. In the period mentioned, rate of increase in risk weighted
assefts is below the rate of increase observed in previous two quarters. In the same period, own-
funds increased faster compared to previous quarters.

When own-funds sub items are analyzed, it is observed that; tier-é amount increased by
compared to the previous quarter, on the contrary its share within own-funds decreased to
90.5% from 91.2%. Share of paid-up capital within own-funds decreased by 1.4 points to 35.9%.
In the third quarter of the year, fier-l of the sector increased by TL 4.5 billion. TL 4.3 billion of the
said increase stemmed from net profits of the period and previous year profits and paid-up
capital experienced a limited increase of TL 355 million in the same period.
Main Components of Own-funds

Share %

- in Change

(TL Million) 2007 2008 Sep.09 Dec.09 Mar.10 Jun.10 Sep.10 own- (Jun.lgo

funds Sep.10)
Tier 74.638 88.619 99.021 104.139 109.097 113.056 117.597 90,5 4,0
-Paidup Capital 31.623 39.406 41.880 42.542 44.459 46.298 46.653 35,9 0,8
-Capital reserves 33.661 39.911 49.362 49.228 56.206 62.431 62.376 48,0 0,1

-Net Profit for t he period and pfi of previous years 15.408 13.718 16.202 20.568 17.222 13.159 17.490 13,5 32,9
-Loss that cannot be compensated with capital resen -18.756 -18.023 -17.973 -17.992 -17.942 -17.945 -17.864 -13,8 0,5

Tierll 7.138 8.560 11.707 12.201 12.763 12.32 13.634 10,5 10,7
-General reserves 2534 3641 3.895 4.083 4.310 4584 4.665 3,6 1,8
-Secondary subordinated debts 3.347 5.493 5.446 5.538 5.523 5.460 5.339 4,1 2,2

Tierlll 0 0 0 0 0 0 0 -

Values Decreased from Capital 4339 4452 -129 -1.300 -1.343 -1.392 -1.346 -1,0 -3,3

Own-funds 77.436 92.727 109.431 115.040 120.517 123.984 129.885 100,0 4,8

86.7% of total amount subject to credit risk is constitutes of assets with risk weight of 100%. In the
third quarter, there is change in favor of high risk assets in asset composition of the sector. As a
matter of fact, while assets with a risk weight of 100% increased by TL 21.4 billion assets with a risk
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weight of 0% decreased by TL 14.9 billion. In this period, there was decrease by TL 14.2 billion in
securities held to maturity with a risk weight of 0%. In the third quarter, there was transfer from
securities held to maturity portfolio to securities available for sale for government securities and
government bills subject to repo. In case securities available for sale exceed 10% of total
securities portfolio, these accounts are added, according to the provisions of legislation, to

items exposed to market risk.”
Amounts Subject to Risk and Risk Weighted Assets

Sep.10
(TL Million) 2007 2008  Sep.09 Dec.09 Mar.10 Jun.10 Amount Weighted % Change
Amount  Jun.10Sep.10

- Assets with a risk weight of 0% 229.758 228.731 274.231 262.657 251.271 261.134 246.219 0 5,7
- Assets witha risk weight of 10% 0 0 0 0 0 0 0 0 -

- Assets with a risk weight of 20% 63.713 48.257 53.089 51.460 51.711 49.248 51.603 10.321 4,8
- Assets with a risk weight of 50%  78.757 94.785 94.880 99.039 105.458 113.131 117.472 58.736 3,8
- Assets with a riskveight of 100%  290.711 375.908 389.123 402.532 424.448 461.338 482.725  482.725 4,6
- Assets with a risk weight of 150% - 1.747 1.980 2.228 2.104 2.464 2.683 4.024 8,9
- Assets with a risk weight of 200% - 173 382 392 431 426 513 1.025 20,4
Amount Subject to Credit Risk 343.275 435.919 450.915 466.470 491.538 532.300 556.832 4,6
Amount Subject to Market Risk 14.854 19.947 24.350 24.939 27.591 28.494 29.669 4,1
Amount Subject to Operational Risk 51.180 59.681 70.569 70.569 84.975 84.975 84.975 0,0
Total Risk Weighted Assets 409.309 516.547 546.834 561.979 605.103 645.769 671.475 4,0

*Amount subject to operational risk was taken from CA430 form and differs from the value calculated according to main
indicator approach.

Capital adequacy indicates the minimum amount to be kept due to the exposed risks and is
calculated by taking amounts subject to risk as a basis. 82.9% of capital requirement of
banking sector is constitutes of credit risk, while 12.7% constitutes of operational risk and 4.4%
constitutes of market risk. Free own-funds amount which is calculated by deducting capital
requirement amount from own-funds fotfal increased in comparison to the previous quarter by
TL 3.9 billion to TL 76.2 billion.

Distribution of Legal Capital Requirement

September 2010 Deposit DIB Participation B. Total
TL Million % Share TL Million % Share TL Million % Share TL Million % Share
Credit Risk Capital Requirement 40.711 82,7 1452 81,0 2.383 87,8 44,547 82,9
Market Risk Capital Requirement 2.254 4,6 101 5,6 18 0,7 2.374 4,4
Operational Risk Capital Requirement 6.245 12,7 240 13,4 313 11,5 6.798 12,7
Total Capital Requirement 49.211 100,0 1.793 100,0 2.714 100,0 53.718 100,0
Free Ownfunds 62.118 11.605 2.444 76.167

When effect of possible FX rate and inferest changes on CAR is analyzed, it is observed that, all
other variables equal, an increase in US Dollar by 10% shall create a 0.5 decrease in CAR. An
increase in Euro by 10% shall decrease CAR by 0.18 point. On the contrary, an upward change
to occur in interest rate by 1 point shall decrease CAR by 0.51 point; a downward change by 1
point shall increase CAR by 0.53 point.

Effect of Possible Exchange and Interest Changes on Capital Adequacy Ratio
Change in Rate (US Dollar) (% Change in Rate (Euro) (%) Change in TL Interest Rates (Point)

-10 1 5 10 -10 1 5 10 -1 2 +1 +2
Estimated RWA Change (%) -115 0,11 0,57 1,15 0,66 0,07 0,33 0,66 0,37 0,76 0,36 0,72
Estimated Ownfund Change (%-0,63 0,06 -0,24 -1,60 0,35 0,03 0,17 0,35 32 6,50 3,11 6,14

Estimated CAR Change (poin) 5 1 01 515 05 019 002 009 0,18 053 106 051 -1,01

7 Article 6(5) of the Regulation on Measurement and Evaluation of Capital Adequacy of Banks.
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Capital Adequacy Ratios of Selected Countries

When development of capital adequacy ratios is analyzed by country, it is observed that prudent atfitude
of Turkish banking sector is carried on and the sector contfinues to have a strong capital structure and
endurance against possible shocks. High level of share of fier-l within total capital indicates that capital
structure quality of Turkish banking sector is high.

2005 2006 2007 2008 2009 2010 Latestdata 2005 2006 2007 2008 2009 20102

Capital Adequacy Ratios Tier-l / RWA
Developed Economies
Australia 104 104 102 114 12.0 11.8 Mar. 7.5 7.3 7.1 8.5 9.3 9.4
Austria 11.8 13.2 127 129 15.0 8 Dec. 9.0 8.8 9.3 11.1 12.6
Belgium ns5 119 112 16.2 173 8 Dec. 8.4 12.0 10.0
Canada 129 125 121 122 147 14.8 Mar. 9.8 12.1
Denmark 13.2 138 123 8 8 8 Dec. 10.1 8.4 9.4 135
Finland 172 151 151 136 145 145 Mar.
France 11.3 109 10.2 105 124 8 Dec. 8.3
Germany 122 125 129 136 1438 8 Dec. 8.0 8.2 9.6 10.8 10.8
Greece 13.2 122 112 94 11.7 11.2 June 8.7 11.0 10.6
Iceland 128 151 12.1 8 16.6 8 Dec.
Ireland 120 109 10.7 10.6 109 11.6 June
Israel 10.7 108 11.0 11.1 126 8 June
Italy 106 10.7 104 108 121 8 Dec. 7.1 6.9 8.3
Japan 122 131 123 124 1538 8 Mar.
Korea 13.0 128 123 123 144 147 Mar. 8.8 109
Luxembourg 155 1.3 143 154 189 19.5 Mar. 13.0
Malta 204 220 203 17.7 239 8 Dec. 125 13.0 11.7
Netherlands 126 119 132 119 149 14.0 Mar. 9.2
Norway 119 112 117 112 13.0 8 Dec. 7.5
Portugal 11.3 109 104 94 105 10.6 Mar. 6.6 7.9 8.2
Singapore 158 154 135 147 16.5 8 Sep. 11.5
Spain 11.0 112 106 11.3 122 8 Dec. 9.7
Sweden 10.1 100 938 102 127 8 Dec. 7.1 7.3
Switzerland 124 134 121 148 17.9 8 Dec. 125 15.2
England 128 129 126 129 1438 8 Dec. 9.6 11.6
USA 129 130 128 128 143 14.7 Mar. 115 11.8 (*)
Emerging Economies
Central and Eastern Europe
Hungary 116 11.0 104 11.2 129 129 Mar. 9.2
Poland 145 132 120 112 133 8 Dec. 10.7 11.1
Turkey 237 222 189 180 20.6 19.3 Sep. 17.2 18.6 17.5
Asia
China 25 4.9 84 120 114 8 Dec. 11.2 129 12.6
India 128 123 123 13.0 132 8 Mar. 9.1
Latin America
Argentina 153 168 169 16.8 18.7 18.4 April
Brazil 179 189 187 183 188 17.5 April 143 149 13.8
Other
Russia 16,0 149 155 16.8 20.9 18.9 July 11.6 147

Source: CARD IMF Global Financial Stability Report, October 2010, BRSA, Tier-I/ RWA FSI IMF databank(*) 2010Q1
3.3  Profitability Analysis

In the third quarter of 2010, net profit for the period of banking sector increased by 7.3%
compared to the same period of previous year and amounting to TL 16.9 billion. Increase rate
calculated for each period compared to same period of previous year in net period profits
indicates a decreasing tfendency since end-2009. The increase rate which was 22% in the first
quarter of the year was realized as 10.4% in the second quarter and 7.3% in the third quarter.
While total incomes of the sector decreased by TL 6.7 bilion when compared to the third
quarter of 2009, total expenses decreased by TL 7.9 billion. Increase in profitability stemmed
basically from the increase in non-interest expenses as well as the decrease in special provision
of non-performing loans. As a matter of fact, net interest income decreased by TL 2.5 billion in
the period mentioned.
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In the last 12 months, while interest from loans decreased by 13.5% and TL 5.4 billion, interest
expenses to deposits decreased by 16.9% and TL 4.8 billion. The index which was prepared by
taking end-2006 as basis indicates that the rate of decrease in interest income from loans is
considerably behind the rate of decrease in interests paid to deposits until the first quarter of
2010. Interest income from loans decreased at a lower rate than interest expenses paid to
deposits since first quarter of 2010 and income-expense margin decreased beginning from the
date mentioned.

Value of operational interest margin which is equal to non-interest income and non-interest
expenses difference calculated according to annualized values is TL 6.5 billion as of September
2010. Due to the fact that rate of increase in non-interest expenses is behind the rate of
increase rate in non-interest incomes in the third quarter of the year, operational interest margin
has decreased too.

Credit Interest and Deposit Interest Expense and Non-Interest Income-Non-Interest
Expense Change and Margin

200 r 20 170
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Note: Exchange indexes are obtained by adedcmgeriodhe previous 12 mon
of Personnel Expenses in Interest Incomes by Countries
TL Million TR AU AT BE CA CH DE ES GR IT KR NL PL PT RU SA UK USA
Period SPXZPZP 08 Yéc 09 P& 09 IP&O09 Yec08 Y& 'ZPe 09 08 09 3zIPé
personnel Expenses/ o 15 4512 439 529 553 547 571 564 57,5 374 S0 423 495 2o S A 4y
Non-Interest Expenses 7 9 4 3

When development of inferest incomes is analyzed by credit type, it is observed that interest
income from consumer loans constitute 31.6% of total loan interest incomes. In the third quarter
of the year, interest from consumer loans increased by TL 3.8 billion. In comparison to the same
period of 2009, consumer loan inferest incomes increased by TL 235 million, interest received
from receivables to be liquidated increased by TL 277 million, while interest incomes decreased
for all other loan types.
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Interest Income by Loan Types

2008/12 2009/9 2009/12 2010/3 2010/6 2010/9
(June 2010) Mio. % Mio. TL % Mio. % Mio. % Mio. TL %  Mio. TL %

TL Share Share  TL Share TL Share Share Share
Interest Incomes from 13.194 25,1 10.807 26,7 14.39 27,4 3590 31,5 7.248 31,5 11042 31,6
Consumer Loans 9
Interest Incomes from 6.549 12,5 4.933 12,2 6.406 12,2 1.387 122 2.749 11,9 4.130 11,8
Installment Commercial Loan
Interest Income from Credit 5.819 11,1  4.765 11,8 6.102 11,6 1.198 10,55 2414 10,5 3.641 10,4
Cards

Int. Incomes from Directel Loa.  2.807 53 2.451 6,1 3203 6,1 661 5,8 1.328 58  2.009 57
Int. Incomes from Export loa. 2585 4,9 2.233 55 2.643 5,0 403 3,5 808 3,5 1.217 3,5

Interest Income from Depositon 2.146 4,1 1.986 4,9 2.603 5,0 580 51 1.168 51 1.755 5,0
Credit

Interest Income from Credit to 787 1,5 481 1,2 630 1,2 147 1,3 307 1,3 503 14
Financial Sector
Interest Incomes from NPL and 834 2,4

Receivables in Loss Nature 723 14 557 1,4 803 15 256 2,3 561 2,4

The sector generated a loss of TL 1,1 billion from capital market transactions as of September
2010. In the mentioned period, loss amounting to TL 3,1 billion was generated from derivative
financial instruments and TL 2,4 billion of it was from frading derivative financial instruments and
TL 746 million from derivative instruments purposed of protection from risk. Within derivative
financial instruments, loss amounting to TL 1,5 billion was generated from tfrading swap money
purchase-sale tfransactions, TL 1,1 billion from swap interest purchase- sale transactions and TL
279 million from forward FX purchase-sale transactions.

Profit/Loss from Derivative Financial Instruments

2000

-2000

-4000
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When the distribution of income items in total income is analyzed, it is seen that, as of the third
quarter of 2010, the share of interest from loans in fotal income increased by 1,3 points when
compared to the previous quarter and readlized as 46,4% while the share of interest from
securities in total decreased by 1,2 points and realized as 25,6%. Total of fees and commissions
as well as banking services income comprises 14% of the total income.

The share of interest paid to deposit in total expenditures increased by 1,1 points and realized as
43% in the mentioned period.

When the distribution of expenses items in total is analyzed, it is seen that while the increase in
deposit was limited when compared to the second quarter of the second quarter of the year,
the share of interest paid to deposits in total expenses increased in the third quarter.

Shares of Income/Expense Items in Total Income/Expense
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In the third quarter of 2010, ROA and ROE of banking sector decreased by 0,1 points and 0,9
points, respectively. In the mentioned period, it is seen that the profitability ratios of all bank
groups decreased.

ROA and ROE
ROA (%) ROE (%)
2008 Sep.09 Dec.09 Mar.10 Jun.10 Sep.10 2008 Sep.09 Dec.09 Mar.10 Jun.10 Sep.10
Sector 2,0 2,4 2,6 2,7 2,6 2,5 16,8 19,2 20,2 20,1 19,1 18,2
Deposit 1,9 2,3 2,6 2,7 2,6 2,5 17,5 20,6 22,0 21,9 20,8 19,9
Patticipation 2,8 2,6 2,4 2,3 2,2 2,1 21,6 18,7 17,3 17,4 16,5 15,8
D&IB 4,5 4,4 4,0 3,6 3,2 2,8 9,4 9,5 8,5 7,6 6,8 6,1
Large Scale 2,2 2,4 2,7 2,9 2,8 2,7 19,3 22,7 24,6 25,0 24,1 22,7
Medium Scale 1,4 1,7 1,9 1,7 1,6 1,7 10,2 13,2 14,3 12,3 11,8 12,4
Small Scale 2,4 3,3 3,0 2,6 2,5 2,2 9,9 10,9 9,3 7,8 7,7 7,1

ROA and ROE of Selected Countries

When ROA and ROE are analyzed on country basis, it is seen that the profitability of Turkish
banking sector is higher than many countries.

ROA ROE
2006 2007 2008 2009 2010 2006 2007 2008 2009 2010 Latest Data

Developed Economies

Australia 1.0 1.0 0.7 0.6 0.6 16.7 17.4 13.7 10.4 10.0 March
Austria 0.7 0.8 0.1 0.1 8 16.9 17.0 2.6 1.5 8 December
Belgium 0,7 0,4 -1,3 0,1 22,4 13,2 -36,5 2,7

Canada 0.9 0.8 0.4 0.6 0.2 21.8 20.1 9.8 9.9 3.6 March
Denmark 1.3 1.0 8 8 8 21.9 17.3 8 8 8 December
Finland 1.2 1.4 0.8 0.6 0.7 14.4 19.1 13.4 10.7 13.4 March
France 0.6 0.4 0.0 0.4 8 14.0 9.8 -1.0 8.2 8 December
Germany 0.4 0.3 0.3 8 8 9.4 6.6 7.7 8 8 December
Greece 0.8 1.0 0.2 0.1 0.6 12.7 14.8 3.2 -1.5 9.7 June
Iceland 2.6 1.5 8 2.4 8 39.1 22.4 8 18.7 8 December
Ireland 0.8 0.7 8 8 8 19.1 16.4 8 8 8 June
Israel 1,0 1,2 0,0 0,2 17,6 20,0 0,2 4,1

Italy 0.8 0.7 0.3 0.2 8 14.3 12.8 4.5 3.6 8 December
Japan 0.4 0.3 0.2 0.2 8 8.5 6.1 6.9 4.7 8 March
Korea 1,1 0,8 0,5 0,4 14,6 14,6 7,2 5,8

Luxemburg 0,9 0,8 0,2 0,6 0,9 22,0 20,4 55 11,6 13,5

Malta 1,2 1,0 0,6 1,8 12,1 11,8 4,6 12,0

Holland 0.4 0.6 0.4 0.0 0.1 15.4 18.7 -12.5 0.4 2.2 March
Norway 0.9 0.8 0.5 0.6 8 18.4 17.0 10.7 13.3 8 December
Portugal 1.1 1.1 0.3 0.4 0.5 17.0 16.6 5.7 6.6 8.2 March
Singapore 1.4 1.3 1.0 11 8 13.7 12.9 10.7 11.0 8 September
Spain 1.0 1.1 0.7 0.5 8 19.7 20.0 12.6 9.3 8 December
Sweden 0.8 0.8 0.6 0.2 8 21.0 19.7 14.3 5.4 8 December
Switzerland 0.9 0.7 0.3 0.5 8 17.7 15.4 54 8.2 8 December
England 0.5 0.4 0.4 0.1 8 8.9 6.2 -10.3 2.6 8 December
USA 1.3 0.8 0.0 0.1 0.5 12.3 7.8 0.4 0.9 5.0 March
Ememing Economies

Central and Eastern Europe

Hungary 1.5 1.2 0.8 0.7 1.8 23.8 18.4 11.6 9.8 21.9 March
Poland 1.7 1.9 1.5 0.8 8 22.2 24.9 20.5 10.7 8 December
Turkey 2.5 2.8 2.0 2.6 2.5 19.2 21.8 16.8 20.2 18.2 September
Asia

China 0.9 0.9 1.0 0.8 8 14.9 16.7 17.1 15.1 8 December
Hungary 0.9 0.9 1.0 1.0 8 12.7 13.2 12.5 12.3 8 March
Latin America

Argentina 1.9 1.5 1.6 2.3 2.4 14.3 11.0 13.4 19.2 19.7 April
Brazil 2.7 2.9 1.5 1.9 2.2 27.3 28.8 15.3 20.4 24.0 April
Other

Russia 3.3 3.0 1.8 0.7 1.6 26.3 22.7 13.3 4.9 10.0 July
Mexico

S. Arabia

Source: IMF Global Financial Stability Report, October 2010, BRSA
PS: As there are differences in accounting, tax and supervision regimes of countries, the data should be evaluated with care while making
comparisons between countries.
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As of September 2010, the decrease in the ratfio of income generating of assets was higher than

that in the previous quarter. Due fo the decrease inint er est r at es, the sectords

from loans and securities decreased and the income-generating capacity of assets decreased
by 2,3 points when compared to the same period of the previous year. While the average asset
size of the sector increased by 16,1% in the said period, the fact that the ratio of total income
decreased by 8,2% caused a decrease in the total income /average assets ratio. Furthermore,
the ratio of total expenses to liabilities decreased by 1,1 points due to the decrease in interest
rates and realized as 6,3%.

Indicators concerning Profitability Indicators

(%) 2003 2004 2005 2006 2007 2008 Sep.09 Dec.09 Mar.10 Jun.10 S€p-10
Total Incomes /Aver. Tot. Assets 229 172 1,9 155 16,4 159 110 13,8 3,2 6,2 8,7
Total Expenses /Average Total Liabilities 18,1 134 12,6 11,8 125 125 7,4 9,3 2,3 4,4 6,3
Net interest margin 51 6,4 5,4 4,7 4,9 4,8 4,2 54 1,3 2,4 3,3
Interest Incomes /Interest Expenses 140,8 177,6 176,3 160,9 158,0 156,5 189,9 196,1 218,2 208,8 199,7
Interest Incomes /Interest Bearing Assets 19,7 16,2 126 129 140 139 9,7 11,9 2,6 4,9 7,1
Interest Expenses /Interest Bearing Liabilities 142 96 74 84 9,5 9,3 55 6,6 1,3 2,6 3,9
Spread 55 6,7 51 46 45 46 4,2 53 1,3 2,4 3,2
Non-Interest Incomes /Noninterest Expenses 955 50,9 630 748 77,7 662 80,6 75,6 82,9 85,0 83,0
Operating Expenses /Total Income 249 304 350 265 250 21,1 13,8 12,7 28,9 28,5 22,6
Interest Paid to Deposit/Averge Deposit 16,6 11,0 95 10,0 10,8 11,0 6,1 7,4 15 2,9 4,4
Interest Income from Loans /Average Loans 199 189 16,7 151 16,1 158 112 14,4 3,1 5,9 8,5
Fees and Commissions from Loans /Average Loa 1,6 1,3 10 0,8 0,7 08 0,7 0,9 0,2 0,4 0,6
Interest Income from Securities /Average SP 245 18,1 140 14,0 14,8 153 10,2 12,3 2,9 5,3 7,1

Net interest margin: Net Interest Incomes /Average Total Assets
Spread: (Inferest incomes/Interest bearing assets)-(Interest expenses/Interest bearing liabilities)

In the third quarter of 2010, interest expenses increased by 54.5%, while interest incomes
experienced a lower increase by 47.7% and consequently ratio of interest incomes to interest
expenses decreased by 9.1 points in the third quarter of the year. In this period, interest incomes
almost double interest expenses.

Net inferest margin which indicates the degree of sector assets to create net interest income
has displayed a decreasing tendency in ever-increasing rates since the beginning of 2010.
Decrease rate in net interest margin which was 0.1 point in the first quarter realized as 0.4 point
in the second quarter and 0.9 point in the third quarter.

The capacity of interest bearing assets to create interest income which was 7.1% in the period
mentioned; ratio of interest expenses to interest bearing liabilities was 3.9%. Spread which
indicates the difference between interest income margin and interest expense margin
decreased by 1 point when compared to the same period of previous year and realized as
3.2%.

In the third quarter of 2010, when compared to the same period of previous year, the decrease
observed in rafio of interest from loans to average loans was bigger than the decrease
observed in ratio of interest paid to deposit to average deposit. Non-interest incomes-non-
interest expenses balance display a positive profile in comparison to general perspective and
ratio of non-interest incomes to non-interest expenses increased by 2.4 poinfts.

3.4 Scenario Analysis

Within the scope of econometric model used fort he purpose of preparing scenario, scenarios
projecting model based changes of various stress factors were developed by presuming three
different development. According to the scenarios in question, TL interest rate was taken into
consideration in base values as 6.25, US inferest rate as 1.04, euro interest rate as 1.39, ratio of
NPL as 4.25 and CAR as 18. 6. Further mor e, dat a

In line with the presumed developments, projected values of risk factors are displayed as
follows:

I't is predicted in O0lncrease in TL Interests by
0.08 and TL, euro and dollar interest rates shall readlize as 9.25, 1.03 and 1.40, respectively.
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Besides, it is expected that stock prices shall experience a monthly decrease by 1.22% while
dollar rate and euro rate shall increase by 1.53% and 1.82%, respectively.

It is predicted that o0lncrease in Euro by 5% daily in 3
TL and euro interests and decrease in dollar interest, while increase in dollar rate. According fo

the same scenario, it is expected that stock prices shall decrease monthly by 2.9%, while cash

loan loss rate and deposit gradation rate between maturities are projected to realize as 0.03%,

1.23%, respectively.

According to the oDecrease in | SE by 33% as a Result of
scenario, it is predicted that cash loss rate shall be 0.17 and TL, euro and dollar interest rates

shall realize as 6.14, 1.03 and 1.40, respectively. Besides, an increase is expected in dollar rate by

11.9% and euro rate by 9.34%.

Scenarios and Scenario Analysis Finding

TL UsD EUR

Scenarios and Stress Factors Calculated Change of Change Change Interest Interest Interest Deposit
according to Senario Result (Monthly Cash Loan  Stock inUSD inEUR  Rate3 Rate4 Rate4 Gradation
Effects- %) Loss Ratel Prices2 Rates Rates (point) (point) (point) Rate 5
Increase in TL Interests by 3 points 0,08 -1,22 1,53 1,82 9,25 1,03 1,40 11
Increase in Euro by 5% daily in 3 workdays 0,03 2,9 1,37 15,76 6,27 1,02 1,42 1,23

i 0,
Decrease in ISE by 33% as a Result of the 017 a3 11,9 9,34 6.14 1,03 1,40 1,02

Fluctuation Spreading to 1 Month

1 Stands for the percentage of turning into loss of loans in current performing loan portfolio.

2 Stands for the changes in ISE 100 index.

3 Stands for CBRT overnight borrowing interest rate.

4 Foreign exchange interest rates we calculated by taking LIBOR as a basis.

5 Stands for the rate of drawing the deposit in maturity tranches longer than 1 month to and transferring it to the matunignche less than 1 month.

When the effect of the produced scenarios on profitability over banking sector portfolio values

as of September 2010, the |l oss to arise as a consequenc:
wor kdaysé6 scenario is projected to be TL 761 million. (0]
profit conjecturally by TL 319. 3 mi | I i on shall arise in oODecrease in 1S
Fluctuation Spreading to 1 Monthd scenari o. Mo s t of t h
possible change in rates. The expected |l oss in o0lncreas

which projects the highest loss is TL 13.043 million.

Scenario Test Resultsd Profit-Loss

From

Scenario Results as of 09/2010 Prefit Exchange From From TL From USD  From EUR Estimated
Loss (TL Million) Rates Loans Interests Interests Interests Total P/L  Securities P/I
Increase in TL Interests by 3 points 34,7 -309,2 -12.778,2 13,2 3,6 -13.043,2 -4.360,7

; o -
Increase in Euro by 5% daily in 3 5720 159 89,2 26,3 108 7617 22,4
workdays
Decrease in ISE by 33% as a Result of
Fluctuation Spreading to 1 Month 475.0 657.1 4918 131 3.6 3193 172
I'n parallel with the estimated profit/loss information,

by 3 pointsd scenar i dol16.80ltidseed ehatrother scenaod & not cause a
noteworthy decrease in estimated CAR.

Scenario Test Resultsd Capital Adequacy
Estimated P/L  Change in

Scenario Results as of Effecting RWA Rate Amount Estimated CAF
09/2010 Capital Estimated (Excluding Rate Effecting Estimated Estimated CAF Estimated Capital Below
Adequacy (TL Millioh Own-fund of Exchange) RWA RWA (%) Requirement (%) Minimum Rate
Increasein TL 9150432 13.077.8 1.961,7 655.6239 16,8 0,0 none
Interests by 3 points

i C
Increase in Euro by 5¢ 155 354 6 -189,6 7.967.8 669.711 18,27 0,0 none
daily in 3 workdays
Decrease in ISE by 32
as a Result of the 123.405,7 156 131412  674.888,8 18,29 0,0 none

Fluctuation Spreading
to 1 Month
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