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EXPLANATION

p>)

Banking Regulation and Supervision Agency having the main
objective of ensuring confidence and stability in financial markets has
started to publish Structural Developm ents in Banking including
evaluations concerning structural evaluations in banking sector as well

as non-banking financial sector (financial leasing, factoring and
financing companies) pursuant to the Article 97(3) of the Banking Law

Nr. 5411.

>

Third isste of Structural Developments in Banking is comprised of five
sections . The publication includes the developments related to market
structure analysis, capacity indicators relating to banking
intermediation activities as well as  strate gies and policies .

>

Unless otherwise specified, the data related to banks within the
Structural Developments in Banking i nclude t he banksd dor
branches as well as branches abroad and are presented as a whole

p>)

Periodic information included in any issue of Structural Develo pments
in Banking may be changed as a result of updating due to various
reasons in the following issues .

>

This publication was prepared based on data received from the BRSA
database by the date of August 4, 2009. The updates following the
mentioned date ar e outside the scope of this publication

>

In the EU-Turkey comparisons , all banks are included in for Turkey, with
the aim of not corrupting the integrity of the analysis including the
whole banking sector
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GENERAL EVALUATION

In parallel with the str ong growth achieved in asset size of Turkish banking system after 2004, a
regular increase tendency is experienced in the number of total branches and personnel. The

said growth tendency became clear in 2006 and preserved this process in the following
periods; causing the number of bank branches and personnel to increase by 9.304 and
182.667, respectively. In recent years, banking sector displays a stable picture offering service

by a common branch web and personnel weighted structure and contributing to ec onomic
growth.

When the number of banks in Turkey s compared with 27 European Union (EU) member
countries, it is observed that Turkey takes 21 st place. On the other hand, Turkey is 7 ™ country in
total number of branches and personnel. The fact that the number of institutions and asset per
employee of the sector is small in comparison to the EU member countries in the similar scale
indicates growth opportunities. In addition, the fact that credit institution, ATM, population per
employee and branch is hig h in comparison to many EU countries strengthens stable
development expectation. Employment capacity, technologic infrastructure, human resource

quality and experience level offer strengthening effect of the position of the sector in global
financial geogr aphy. It also has an important growth potential in respect of intermediation
activities such as credit facilities, deposit growth and development of non -deposit foreign
resources. It would be possible by increasing abroad financial activities to have more shares in
global finance system, to access to new resources and to increase the efficiency of the sector.

Reflections of global fluctuations on banking system risk and profitability indicators become

clear as of end -2008. In developed countries which were affected by global fluctuations more,
capital adequacy (CAR), return on asset (ROA) and ratio of non -performing loans (NPL)
decreased. Share of NPL within loans displayed an increasing tendency. Although this
tendency is noted  big ly in emerging markets, d ecrease in CAR and return on assets in banking
sector is limited in some emerging countries, such as Turkey, of which banking system were
affected from global crisis relatively less. In addition, despite the fact that capital adequacy

ratio increased in ba nking systems of some countries, return on assets decreased and share of
NPL within loans increased.

Turkish banking sector preserved its rapid asset growth in 2008. When analyzed by market
structure, asset concentration increased moderately in 2008. Shar e of big -scale banks within
assets increased, on the other hand share of participation banks in respect of functional
distribution increased. While average the first 5 banks concentration of EU member countries

was 44.4% in 2007, the said ratio was 59.8% i n Turkey. When compared in country basis, it is
observed that asset concentration in Turkey is high in comparison to the developed countries

of EU and low in comparison to new member countries.

In 2008, market concentration of some balance -sheet items suc h as liquid assets, securities
portfolio, loans, deposit funds from repos transactions items increased slightly, when
compared to previous year. In the same period, market concentration in own -funds, debts to
money markets and receivables from money market s items decreased when compared to
2007. On the other hand, market concentration in syndicated and securitization loans
increased moderately in 2008. Market concentration in non -cash loans and liabilities items
increased in 2008. Besides, in 2008, profitab ility ratios in banking sector (return on assets and
equities) decreased moderately, when compared to previous year. When analyzed by bank

scale, the highest profitability in 2008 was experienced in small -scale banks group by return on
assets (ROA) and in big -scale banks group by return on equities (ROE).

Despite the negative economic environment which became clear as of end -year, total credit
volume of Turkish banking sector increased in 2008. Although a growth tendency is observed
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in credit volume, a ho rizontal process is observed in ratio of total loans to total assets. Despite
the said relative standstill, the fact that loan/asset ratio remained to be around 50% indicates

that Turkish banking sector is able to preserve its intermediation function even under negative
economic conditions. Another effect of economic conjuncture on loans is observed in the
distribution of loans through commercial and consumer usage. Thus, share of consumer loans

which increased in 2007 when compared to previous year decreas ed in 2008to the values in
2006. Furthermore, when analyzed 27 EU member countries and Turkey in respect of housing
loans of which share within total loans exceeded 10% as of end -2007, it is observed that Turkey

takes 17t place. Housing loans which increa sed sharply in end -2005 when compared to
previous year, due to deceleration tendencies began since 2006, displayed a relatively slight
increase in 2008. Rapid housing loans growth rates which were achieved in periods which
global and national economic cond itions are applicable indicate that development
potential of housing loans market is high in Turkey. On the other hand, the volumetric growth
shown by the credit card market since 2004 continued in 2008. When the credit cards market

is analyzed by concentr ation indicators, it is seen that the said credit type has a concentration
degree higher than the others.

While the total deposit and funds size of the banking sector has increased as of end -2008
comparing to previous year, the decreasing tendency of the s hare of FX deposit and funds
size within total has also continued in 2008. When the saving deposit data is analyzed by
concentration, it is seen that the decreasing tendency shown by the share of first 5 banks and

the Herfindahl -Hirschman Index (HHI) has ¢ ontinued in 2008. In saving deposit data, alongside
with the decrease of concentration in 2008, it is also observed a displacement between large

and small scaled groups with medium scaled groups. Since 2007, the general tendency
throughout banking sector w  as that an increasing rate of deposit turning into loans; in 2008,
this tendency has slowed down. The same slowdown is present by scale groups and by
function groups, within the group of medium and small scaled banks and within participation

banks, the dep osit to loan ratio has slowed down.

In terms of FC loans, the activities keep tending increasingly to abroad and especially to off -
shore banking zoned. It is observed that the differences of own fund yields were effective in

this tendency. The efficiency  of the banking sector has followed a fluctuated conduct within

past years. In 2008, the efficiency values have increased comparing to previous year.

When the capacity indicators concerning banking are analyzed, it is seen that the branch
concentration is  still decreasing. Within the Turkish banking sector in which the growth have
been continuing since 2005, as of 2008, the average number of branches per bank is 842 in

large scaled banks, 324 in medium scaled banks and 24 in small scaled banks. The
concentr ations of asset, loan, deposit and profit per branch have also increased in 2008. This
situation is mostly emanated from the increase in the share of first 5 banks. When the asset,
loan, deposit and profit indicators per personnel are analyzed, it is obser ved that large and
small scaled banks have higher amounts and that this structure has been maintained also in

2008. As a result of the competition continued despite the financial fluctuations, the year 2008

has been a period during which the relative impor tance of profitability and efficiency for
banks is maintained. The operating expenses to total income ratio followed a fluctuated
conduct throughout sector and has increased to 52.6% as of end -2008. It is seen that generally
the share of operating expenses  within incomes is lower in large scaled banks and when
looked by function groups, development and investment banks are relatively more profitable.

The personnel expenses to total operational expenses ratio has continuously increased as a
result of increas ing number of personnel in parallel with the growth of banking sector between
200582008 and this ratio has realized as 38.5% in 2008. In parallel with the policies of banking
sector aiming to increase its non -interest incomes and the expansion of its loa  n portfolio, the
share of commission incomes within total operating expenses ratio is increasing. As a matter of

fact, this ratio is realized as 49.3% throughout sector.
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Within financial easing sector, the number of companies kept decreasing in 2008 from 68 to 50.
As of December 2008, the number of personnel was 1.427 and the number of branches has
increased. The Il eading actors of the sector are the
scales, it is seen that the few large scaled companies own 53% of the employment and 74% of
customers within the sector. Comparing to previous year, in 2008 the return on asset (ROA) has
remained the same throughout sector while the return on own funds (ROE) has increased by 1

point. The number of factoring companies which w as 87 in 2007, decreased to 81 in 2008. The
amendment made in the regulation has facilitated the branch opening, so the number of

branches has increased from 16 to 20. The employment level is still increasing; the number of
personnel has reached to 3.009 i n 2008. Throughout factoring sector, the ROA is 5.6% while the
ROE has increased from 21.3% to 30.4% within the period of 2007 &2008. The number of
companies within the financing sector has increased from 9 to 10 within the period of 2007 o]
2008, however the number of branches has remained the same. The number of personnel
which was 474 as of December 2007 has reached to 544 as of December 2008. The sector
average of ROA is 0.1% and the sector average of ROE is 8%.

Within 2008, in the field of strategies and policies; the amendments made in regulations
concerning loan reserves, derivative transactions, loan and liquidity risk management and
capital requirements have contributed to the confidence and stability within the financial
fluctuation environment, while more strict regulations related to internal systems and
consolidated financial statements have increased the efficiency of supervisory system.
Furthermore, within the global financial fluctuation environment, implementations increasing

the transparency wi thin the small payments system have been made to intensify the customer
rights, and innovations increasing the administrative capacity in combating against
uncertainties were brought. On the other hand, within the field of international principles and
standards; principles and standards oriented to ameliorate the decision -making processes in
economy to increase the soundness of global financial system, to strengthen the international
finance markets and to decrease the uncertainties and risks were focused.
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1. BANKING SEETOR MARKET STRUCTURE
1.1. Market Structure Indicators
1.1.1. Total Assets

In 2008, shares of the first 5 and 10 banks within total assets increased slightly i n asset
concentration in banking sector. This increase in concentration in market structure is evident in

the increase in Herfindahl -Hirschman Index 1 (HHI). Share of big -scale banks 2 within total assets
increased in 2008. Share of banks in function distrib  ution increased.

The progress achieved in re -structuring activities of banking sector following 2001, marked
recovery of global financial environment, political and economic stability environment being
procured and Turkey having involved in EU membership negotiation process increased global
capital interest to Turkish banking sector evidently following 2005. During this process, capital
structure of Turkish banking sector experienced some changes.

Table 1.1-1: Concentration Indicators as per Total Asset

Total Asset (%) 2002 2003 2004 2005 2006 2007 2008
First 5 Banks 57,4 59,0 58,1 61,4 60,9 59,8 60,1
First 10 Banks 79,3 80,6 82,0 82,9 83,5 82,5 82,8
HHI 851,7 904,6 905,9 934,7 911,0 879,1 885,7
Distribution by Scale
Big-scale 74,0 73,4 71,6 71,8 75,2 74,0 74,3
Medium-scale 16,0 16,2 18,0 17,5 14,9 16,5 16,4
Smallscale 10,1 10,4 10,4 10,7 9,8 9,5 9,3
Functional Distribution
Deposit Banks 94,4 94,4 94,2 94,2 93,9 93,4 934
Developmentand Investment 3,2 3,2 3,2 3,1 3,1 3,2 3,1
Participation Banks 2,4 2,4 2,6 2,7 3,1 3,3 3,5
Distribution by Ownership
State - - - - 28,0 25,5 26,8
Private - - - - 36,0 334 33,8
Global Capital -- -- -- -- 35,9 41,1 39,4
Joint stock company -- -- -- -- 21,8 23,5 21,4
Branch - - - - 0,5 0,5 0,4
Subsidiary - - - - 13,6 17,1 17,6
Total - - - - 100,0 100,0 100,0

State: having 51% or more public capital, Private: having 51% or more privatalc&lobal capital (Inc.): establishment
titled as joint stock company with 51% or more public capital, Global Capital (Branch): Deposit bank branches with global
capital, Global capital (Subsidiary): Share having global capital ownership over ISE.

1 HHI is an indicator used frequently in measuring market concentration. It is calculated as the total market

shares®é6 square of each company (bank) included in the market.

market structure becomes monopoly, concentration increases and HHI value increases. Hereunder, if HHI index is
10.000, this means there is only one company (monopoly) in the market, while HHI value approaches 0 it points
out there is a perfectly competitive structure as there are thousands of companies within the market. A value
below 1.000 indicates a relatively competit ive market structure, on the other hand a value among 1.000 and
1.800 points out a market structure of which concentration increased slightly. Values above 1.800 are considered

as a monopolist structure.

2 Banks of which asset size within total sectoris  above 5% is classified as big -scale banks while among 1% and %5
as medium -scale and below 1% as small -scale banks.
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When analyzed the share of global capital in Turkish banking sector (direct or over stock
exchange total share), it is observed that it displays a more stable structure within assets

in and after 2006. In the said period, relative increase in the share o f global capital in
respect of ratio to total assets realized owing to the decrease in the share of private
sector and public offerings realized in public sector. When analyzed capital structure as

of the other fundamental items, it is observed that the sh are of global capital within
deposit reached to 37.6% in 2008. In this period, share of global capital within total
credit portfolio increased by 43.8%. This situation can be considered as a reflection of

the tendency of especially global capital to retail banking.

Chart 1.1-1: Asset Concentration and Functional Distribution
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In the sector, while the share of the first 10 banks increased, while bank ordering
changed. In the said year, 3 of the first 10 banks are deposit, 4 private deposit banks
and 3 global capital deposit banks. When analyzed the development of asset
concentration since 2002, it is observed that there is no important change by scale.
When analyzed in respect of capital structur e, it is observed that shares increased in
favor of private and global capital banks.

When analyzed asset share order in the sector, it is observed that big -scale banks
remained the same since 2002 while the difference of proportional share with medium -
scale banks increased. The difference between big -scale bank with the lowest sectoral
share and medium -scale bank with the highest share increased by 3.4 points in 2008
from 2.8 points in 2002. The said ratio indicates that the biggest medium -scale bank can
be classified as big -scale bank in case it doubles its share. While 11 of medium -scale
banks was medium -scale in 2002, only 8 of 49 banks was medium -scale in 2008. In 2002,
the number of small -scale banks decreased by 34 from 41. Hence, order numbers of
small-scale banks decreased.
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Table 1.1-2: Asset Shares in Banking Sector

(%) 2002 Share 2004 Share 2006 Share 2008 Share
1 48#8:d2!!¢ 173948#8:d2! !¢ 181648do " ! .+ 1507¢48#8 :d2!! 14,25
2 AKBANK 11,2848dwa " . +! 1227.48#8:d2! ! 1454:48 do " .+ 1336
3 48dm " . +! 10,954AKBANK 11,12 AKBANK 11,4648 ' 12! . 4c 1214
4 48' 12! . 4d 9,03048' ! 2! . 4d 837048' ! 2! . 4d  10,063AKBANK 11,69:
5 910) 6% +: 8690 T.HALKB. 819291 0) 6% + 97839! 0) 6% +z 8699
6  T.HALKB. 80369! 0) 6% +: 7846 T.VAKIFLAR B. 7,404 T. VAKIFLAR B. 7,146
7  T.VAKIFLARB. 5,878 T.VAKIFLAR B. 7,71:T.HALK B. 6,919T. HALK B. 7,006
8 4/ K"! .+ 3,072+ / K" | . + 3304&d. ! . 3" 1. 3597&d . ! . 3" ! .+ 3628
9 PAMUKBANK 2,682&d . ! . 3" ! .4  27500YAKBANK 2,368% %. d: " ! . + 2,630
10 &d.!.3"! .4  2274FORTIS BANK 22728 %. d: "1 .+ 2,300 ING BANK 2,253
11 4-2+ %8) -" 212:$%. d: " ! .+ 2,131HSBC BANK 2,056 HSBC BANK 2,012
12 FORTIS BANK 1,798 OYAKBANK 1,961FORTIS BANK 1,72:4 - 2+ %+/ . /| 2,01
13 OYAKBANK 1,624HSBC BANK 1,6844 - 2+ %+ / . 1,657&/ 24d3 " ! . 1,62¢
14 "d2, %ad+ & 16184 - 2+ %8) - " 1,422 CITIBANK 1,22¢ASYA KATILIM B. 1,10
15 $%. d:"! .+ 15564 - 2+ %+/ ./ 1,13¢d, , %2 " 8 0,889 & %+ %2 " | . + 1,10
16  HSBC BANK 1,4650 %+ %2 " | . + 0,992 ASYA KATILIM B. 084148 &d.! .3 0,970
17 4-2+ %+/ ./ 109d, , %2 09674 -2+ %8) - 0,829d, , %2 "8 0,943
18 B %+%2" ! .+ 1,01:1483) . ' d +! 07284-2+d9% & 082548 3).!d + 0848
19 d,, %2 "8 0,852 ANADOLUBANK 0620483) .!d + 0,813+56 %94 4-: 0,787
20 483).!d +! 0741"d2, %ad+ & 06188 %+ %2" ! . + 0,802 CITIBANK 0,746
21  CITIBANK 0,673 ASYA KATILIM B. 0,615+56 %94 4 - 058848 d(2!#!4 0675
22 ALTERNATBANK 0,576 CITIBANK 0,6124 %+ 3 4d, 0557! , "1 21 +! 0,654
23 48d-!2 "8 0,535+ 56 %94 4-: 0,529 ANADOLUBANK 054! , 4%2. ! 4d§ 0512
24 ANADOLUBANK 0528! , "1 21 +! 04721 , "1 21 +1 0,499 EUROBANK TEKF. 0,475
25 1, t121 4+ 051:4 %+34d, "¢ 0434!,4%2.! 4d 0,395 ANADOLUBANK 0,464
26 4%+34d, "¢ 0499&!-),9 &d. 0409"d2, %od+ 0,2434 %+34d, "€ 0403
27 +56%94 4-: 0495!,4%2.! 4dé& 0,374 TEKFENBANK 0223" ! .+0/:d4c 0227
28  ASYAKATILIM B. 0,3654-2+d9% &c 0,328 MILLENNIUM B. 0,205d - +" 41! +! & 0,93
29  TEKFENBANK 0,262 TEKFENBANK 0,192 T.KALKINMA B. 0,177ABN AMRO BANK 0,177
30 &!-),9 &d. 0,240 T.KALKINMA B. 0,165 DEUTSCHE BANK 0,177MILLENNIUM BANK 0,165
31 4-2+d9% &c 0,218 ABN AMRO BANK 0,144 ABN AMRO BANK 0,143T. KALKINMA B. 0,140
32 T.KALKINMA B. 0,207 JP MOR. CHASE 0,137WESTLB AG 0,138 TURKLAND BANK 0,139
33 AKULUSLARARASI 0,205 TURKISH BANK 0,134S0C. GENERALE 013" d2, %ad+ &  0,11¢
34  ABN AMRO B. 0,143SOCI. GENERALE 0,122 TURKISH BANK 0,130 WESTLB A.G. 0,11:
35  TURKISH BANK 0,13¢ TURKLAND B 0,11 TAKASBANK IMKB 0,11¢ TURKISH BANK 0,11
3 1210 4-2+ 0,134 DEUTSCHE BANK 0,116 TURKLAND BANK 0,105! 2! 0 4-2+ 0,109
37 WESTLB AG 0,132 AK ULUSLARARASI 011:" ! . +0/ : d4 0,096 DEUTSCHE BANK 0,093
38 ADABANK 0,12¢! 21 0 4- 2+ 0,105! 2! 0 4- 2+ 0,075 SOCIETE GENERAL 0,065
39  CALYON BANK. 0,103 TAKASBANK IMKB 0,104 CALYON BANK 0,055 BANK MELLAT 0,045
40  DEUTSCHE BANK 0,101MILLENNIUM B. 0,089 BANK MELLAT 0045! +4d& 9! 4) 0,034
41  TAKASBANK IMKB 0,099 CALYON BANK 0,086 JP MOR. CHASE 0,044 JP MORGAN CHASE 0,033
42  SOCIETE GENERAL 0,073 WESTLB AG 0,076 NUROL YAT.B. 0,034$d, %2 9! 4) 0019
43 TURKLAND BANK 0,061 BANK MELLAT 0,057$d, %2 9! 4 0,019 NUROL YATIRIM B. 0,018
44  CR.SUIS.FIRSTBOS 0,056" ! . +0/ : d4c 0,047 GSD YAT.B. 0,019 MERRILL ¥NCH 0,012
45  BANK MELLAT 0,053 BANCA DI ROMA 0,031 BANCA DI ROMA 0,017( ! "d" "1 .+ 0011
46 JP MOR. CHASE 0,045 NUROL YATIRIM B. 0,028K! , )+ 91! 4 0,013GSD YATIRIM B. 0,011
47  NUROL YAT. B. 0,031K! , ) + 9! 4) 0,023 ADABANK 0,009 CALYON YAT.B 0,010
48  BANCA DI ROMA 0,030 GSD YATIRIM B. 0,023(!"d" "1, 0,009 ADABANK 0,007
49  GSD YATIRIM B. 0,027 ADABANK 0,022- %22d, , |, 0,0054! d" 9! 4)z 0,003
50 K!,)+ 9!4) 0027$d, %2 9! 4) 0,015TAIB YAT. BANK 0,004

51 &d" ! "+ 0,027HA" d" "I . + 0,008

52 ING BANK 0,022 TAIB YATIRIM B. 0,002

53 "1 .+0/:d4c 0018- %22d,, ,¢ 0001

55 (!"d" "!.4 0013

56 MILLENNIUM B. 0,011

57  TAIB YAT.BANK 0,008

58 - %22d,, ,¢ 0005

59  CR.LYONNAIS 0,004
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Box 1: EU Turkey Comparison in Asset Size

In 2007, Turkey takes 15th place in comparison with the total assets banking sectors of 27 EU
member countries. In the same year, average total asset size of EU -27 countries was @0 1.5
trillion. It is observed that Turkey of which asset size is relatively small, maintained its asset

growth rate in 2007

Asset Size Asset Size Development Index 2002=1(
'H " EI 1 2002 2003 2004 2005 2006 2007 2002 2003 2004 2005 2006 2007
EU27 25.312 26.519 29.038 32.898 36.820 41.072 100 104,8 115,2 131,0 146,6 162,3
PB13 18.069 18.888 20.430 22.641 24.938 28.313 100 104,5 113,1 1255 138,2 156,7
England 5.856 6.171 6.932 8.319 9.869 10.093 100 1054 1184 142,1 1685 1724
Germany 6.370 6.394 6.584 6.827 7.121 7.562 100 100,4 103,4 107,2 111,8 118,7
France 3.832 3999 4419 5073 5728 6.682 100 104,4 1153 1324 1495 1744
Italy 2.024 2125 2276 2509 2793 3.332 100 105,0 1125 124,0 138,0 164,6
Spain 1342 1503 1.717 2.149 2516 295 100 112,0 127,99 160,1 187,4 2195
Netherlands 1.356 1.474 1.678 1.695 1.873 2.195 100 108,7 123,7 1250 138,1 161,9
Ireland 475 575 723 942 1.178 1.337 100 121,1 152,2 198,3 248,0 2815
Belgium 774 829 914 1.055 1.12z 1.298 100 107,12 118,1 136,3 1449 167,7
Denmark 534 569 629 746 822 978 100 106,6 117,8 139,7 153,9 183,1
Luxemburg 663 656 695 792 840 915 100 98,9 104,8 11955 126,6 138,1
Austria 555 586 635 721 790 891 100 105,6 1144 1299 142,3 160,55
Sweden 487 519 600 653 774 846 100 106,6 123,2 134,1 158,9 173,7
Portugal 310 349 345 360 397 440 100 112,6 111,3 116,1 128,1 142,0
Greece 202 213 230 281 315 383 100 1054 113,9 139,1 156,0 189,7
Turkey 127 146 172 255 269 340 100 115,0 1354 200,8 211,7 267,8
Finland 166 186 212 235 255 288 100 112,0 127,7 1416 153,6 173,3
Poland 125 112 142 163 190 236 100 89,6 1136 130,4 151,8 188,38
Czech Rep. 79 78 87 101 115 140 100 98,7 110,14 127,8 1454 1772
Hungary 44 55 68 78 94 109 100 125,0 154,5 177,3 212,9 246,6
Cyprus 41 42 47 60 75 91 100 102,4 114,6 146,3 182,2 2223
Romania 13 15 23 35 52 72 100 1154 176,9 269,2 399,3 554,6
Slovakia 24 24 31 38 42 50 100 100,0 129,2 158,3 173,7 209,7
Slovenia 20 22 24 30 35 43 100 110,0 120,0 150,0 174,12 217,5
Malta 16 18 21 27 30 38 100 1125 131,3 168,8 187,7 236,3
Bulgaria 8 9 13 17 22 31 100 1125 162,5 212,5 278,8 3905
Latvia 7 8 11 16 23 31 100 114,3 157,1 228,6 324,2 440,2
Lithuania 5 6 9 13 17 24 100 120,0 180,0 260,0 346,9 476,3
Estonia 5 6 9 12 15 21 100 120,0 180,0 240,0 306,5 4121
8.000 Billione Total Assets 300,0 Total Assets, 2002=100

6.000 / 250,0

200,0
4.000
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2.000 __/
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I ___E
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When compared with EU -27 countries as of growth rate of total assets in 2007, Turkey
displayed the 6th rapid growth (Those experienced the most rapid growths are Bulgaria,
Romania, Lithuania, Latvia and Estonia, respectively). In the said year Turk ey displayed a
growth performance more rapid than; Greece, Poland, France and Spain.

BRSA 4 Structural Development s in Banking/ December 2008



Box 2: EU Turkey Comparison in Asset Concentration
When analyzed HHI and the first 5 banks concentration ratio by total assets followed in ord er
to monitor market concentration, it is observed that Turkey in general has a market
concentration higher than EU member developed countries and lower than EU member
emerging countries. These indicators indicate that banking structure in old members is m ore

competitive.

Herfindahl Index (HHI)

First 5 Banks Concentration (%)

2002 2003 2004 2005 2006 2007 2002 2003 2004 2005 2006 2007
EU27 520 545 567 600 588 628 38,3 39,7 40,9 42,1 421 444
PB13 551 579 599 642 630 654 39,8 40,5 416 42,6 428 441
Estonia 4.028 3.943 3.887 4.039 3593 3410 991 99,2 986 981 97,1 957
Finland 2.050 2.420 2.680 2.730 2.560 2540 78,6 81,2 82,7 829 823 812
Belgium 1.905 2,063 2.102 2.112 2.041 2079 82 835 843 853 844 834
Netherlands 1.788 1744 1726 1796 1822 1928 82,7 84,2 84 845 851 86,3
Lithuania 2.240 2.071 1.854 1838 1913 1827 839 81 789 806 825 809
Slovenia 1.602 1496 1425 1.369 1.300 1.282 684 66,4 646 63 62 59,5
Malta 1.806 1580 1452 1330 1.185 1.174 824 77,7 785 753 71,4 701
Latvia 1.144 1.054 1.021 1176 1.271 1.158 653 63,1 624 673 692 672
Denmark 1.145 1.114 1.146 1.115 1071 1.120 68 66,6 67 663 64,7 64,2
Czech Rep. 1.199 1.187 1.103 1.155 1.104 1.100 65,7 658 64 655 641 657
Portugal 963 1.043 1.08 1.154 1.134 1.097 605 62,7 665 688 679 678
Greece 1.164 1.130 1.070 1.096 1.101 1.096 67,4 669 65 656 663 67,7
Cyprus 938 946 940 1.029 1.056 1082 578 57,2 573 598 639 64,8
Slovakia 1.252 1.191 1.154 1.076 1.131 1.082 66,4 675 665 67,7 669 68,2
Romania VY. 1251 1.111 1.115 1.165 1.041 vy. 552 595 594 601 563
Sweden 800 760 854 845 856 934 56 538 544 573 578 61
Turkey 852 905 906 935 911 879 574 59 58 614 609 598
Hungary 856 783 798 795 823 839 545 521 52,7 532 535 541
Bulgaria v.y. V.. 721 698 707 833 wvy. wvy. 523 508 503 56,7
France 551 597 623 758 726 679 446 46,7 492 519 523 518
Poland 792 754 692 650 599 640 534 52 50 48,5 46,1 46,6
Ireland 553 500 500 600 600 600 46,1 44,4 439 457 448 461
Austria 618 557 552 560 534 527 456 442 438 45 438 428
Spain 513 506 482 487 442 459 435 43,1 419 42 404 41
England 307 347 376 399 394 449 296 328 345 363 359 40,7
Italy 270 240 230 230 220 330 30,5 275 264 268 262 331
Luxemburg 296 315 304 312 294 276 30,3 31,8 29,7 30,7 291 279
Germany 163 173 178 174 178 183 205 216 221 216 22 22
HHI Concentrationn T.Assets % The Share of the Largets 5 Banks in T.Assets
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While asset concentration of Turkey is higher in comparison to developed member of EU such
as England, France and Spain and new EU member
Bulgaria and Hungary, it is lower in comparison to relatively new member to EU Lithuania,
Estonia and Czech Republic. In 2007 AB
member countries increased when compar

BRSA

and emerging markets such as Poland,

-27 average points out that market concentration in

ed to previous.
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1.1.2. Liquid Assets3

Having analyzed liquid asset concentration of balance -sheet by the first 5 and 10 banks in
2008, it is observed that it increased. In the said item, HHI decreased slightly when compared

to the previous year and maintained i ts progress below 10.000 points. Market share of big -
scale banks within liquid assets increased.

Table 1.1-3: Liquid Assets Concentration Indicators

Liquid Assets (%) 2002 2003 2004 2005 2006 2007 2008
Fird 5 Banks 51,0 52,4 50,9 58,8 50,6 55,9 57,7
First 10 Banks 73,0 74,9 72,6 77,6 73,8 75,9 77,1
HHI 725,7 866,3 775,0 956,0 748,6 870,0 838,3
Distribution by Scale

Bigscale 53,7 57,1 55,4 66,9 60,2 65,6 68,2

Medium-scale 31,0 28,2 28,4 15,3 213 14,1 13,7

Smallscale 15,4 14,7 16,2 17,8 18,5 20,3 18,0
Functional Distribution

Deposit Banks 86,2 87,0 86,4 89,5 88,8 86,1 88,6

Development and Investment 115 10,8 10,6 7,3 7,9 9,6 7,3

Participation Banks 2,2 2,2 3,0 3,2 3,3 4,2 4,1

Chart 1.1-2: Liquid Assets Concentration and Functional Distribution
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It is observed that big -scale banks are recently predominant in the first 10 banks order.

3 Liquid assets are obtained as the total of cash -assets, receivables from banks, Central Bank and Money
markets.
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Table 1.1-4: First 10 Banks in Liquid Assets

Share

2002 (%) 2004 Share (%) 2006 Share (%) 2008 Share (%)
1 48#8 :d2 16,1 48#8 :d2 18,7 4-2+d9% 16,5 4-2+d9% 17,8
2 AKBANK 13,1 T.VAKIFLAR B. 12,3 48#8 :d2 13,0 48#8 :d2 12,2
3 4-2+ %8)- 75 48dm "1, 6,7 T. VAKIFLAR B. 9,3 AKBANK 11,2
4 48 "1 21, 7,5 4-2+ %8) - 6,6 AKBANK 6,5 48" 121 .4 9,1
5 48deo " . 6,9 AKBANK 6,4 48" 121 . ¢ 5,3 T.VAKIFLAR B. 7,4
6 +/ K"+ 6,0 $%. d: " . 54 &d. ! . 3" 5,0 910) 6% + 6,0
7 T.VAKIFLAR B. 4,6 48' 12! .4 5,0 T. HALK B. 4,8 T.HALK BANKASI 4,5
8 910) 6% + 44 +/ K"+ 48 910) 6% 4,7 4- 2+ %+ /[ . 3,2
9 4 -2+ %+/ . 4,1 4 -2+ %+/ . 3,4 CITIBANK 4,4 4-2+ %8) - 3,2
10 OYAKBANK 2,8 &/ 24d3 " 3,1 $%. d: " ! 4,2 $%. d: "1 . 2,4

1.1.3. Securities Portfolio

SP which is the most important placing item in the balance -sheet of Turkish banking sector

after loans has a higher concentration in comparison to other asset items. A s of the end of

2008, J of SP is held by 5 banks. Share of the first
2008 when compared to the previous year. HHI value designates to the fact that market

structure with relatively high concentration continues in creasingly.

Table 1.1-5: SP Concentration Indicators

Securities Portfolio (%) 2002 2003 2004 2005 2006 2007 2008
First 5 Banks 69,6 71,3 74,0 747 74,7 73,9 75,7
First 10 Banks 88,0 89,4 91,3 91,4 93,3 921 92,3
HHI 1.220,2 1.300,9 1.461,7 1.386,7 1.415,6 1.395,2 1.483,9
Distribution by Scale

Big-scale 80,5 82,5 85,6 86,1 89,4 87,3 87,5

Medium-scale 16,0 13,2 9,8 8,7 6,4 8,4 8,4

Smallscale 3,5 4,3 4,7 52 4,1 4,3 4,0
Functional Distribution

Deposit Banks 99,0 99,0 98,8 98,5 98,9 98,5 98,8

Development and Investment 1,0 1,0 11 15 11 15 1,2

Participation Banks 0,002 0,043 0,038 0,013 0,003 0,009 0,01

Big-scale banks have the biggest share in total SP by 87.5%. Almost the ent ire SP in the sector is
held by deposit banks.

Chart 1.1-3: Securities Portfolio and Functional Distribution
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Ordering of the first 10 banks in SP bigly remained the same in 2008. Share of stat

banks increased by 1.6 point in 2008 when compared to the previous year and amounted to
43.6%, while the share of global capital deposit banks remained the same when compared to

2007.

Table 1.1-6: Frst 10 Banks in SP

e deposit

Share Share Share
2002 Share (%) 2004 (%) 2006 (%) 2008 (%)
1 48#8: d2! 23,9 48#8: d2! 291 48#8: d2! 262 48#8: d2! 29,1
2 T.HALK B. 15,6 T.HALK B. 13,9 48do "1 . 157 AKBANK 13,3
3 AKBANK 12,5 AKBANK 12,3 AKBANK 12,1 48do "1 12,2
4 48do "1, 8,8 48do " 11,2 T.HALK B. 10,8 48' 12! .4 120
5 48' 121 . ¢ 8,7 48" 12! .4 75 9!10) 6% 9,9 T.HALK B. 9,0
6 T.VAKIFLAR B. 6,0 T.VAKIFLAR B. 6,9 48" 12! .¢ 85 9!10) 6% 6,3
7 YAPIVEK %$ d 4,9 91 0) 6% 4,6 T.VAKIFLAR B. 6,2 T.VAKIFLAR B. 5,5
8 PAMUKBANK 3,2 +/ K" 1 . + 2,9 OYAKBANK 1,3 &d. ! . 3" 2,3
9 "d2, %od+ 2,2 FORTIS BANK 15 FORTIS BANK 1,3 $%. d: "! 1,3
10 &d. ! . 3" 2,2 OYAKBANK 1,3 &d. ! . 3" 1 12 ING BANK 1,2
1.1.4. Loans

Despite the market shares of the first 5 and 10 banks increased in 2008 when compared to the
previous year, market structure in loans followed a more moderate progress when compared

tot total assets. HHI increased slightly when compared to the previ
indicators in 2008 were the highest values of the last 7 years. When analyzed concentration
indicators by scale sizes, it is observed that the share of big

observed that concentration ratios by functi

little movements.

Table 1.1-7: Total Loan Volume concentration Indicators

ous quarter. Concentration

-scale banks increased. It is

onal distribution experienced no change except

Total Loans (%) 2002 2003 2004 2005 2006 2007 2008
First 5 Banks 54,0 52,2 51,6 53,0 55,9 54,7 55,5
First 10 Banks 73,8 73,4 75,3 76,3 80,4 79,9 81,2
HHI 732,0 710,2 712,6 751,0 805,8 784,2 811,7
Distribution by Scale
Bigscale 62,0 62,6 63,4 63,9 68,8 68,2 70,4
Medium-scale 24,5 24,0 23,7 25,9 19,8 21,5 20,1
Smallscale 13,5 13,4 12,9 10,2 11,4 10,2 9,5
Functional Distribution
Deposit Banks 87,6 88,4 90,2 90,4 92,5 91,9 92,0
Development and Investment 8,3 7,1 51 3,7 3,3 3,1 3,2
Participation Banks 4,1 45 47 5,9 43 49 4.8
Distribution by Ownership
State - -- -- - 20,0 18,8 21,4
Private -- - - -- 38,5 34,7 34,8
Global Capital -- -- -- -- 41,4 46,4 43,8
Joint-stock - -- - -- 26,7 28,5 24,9
Branch -- -- -- -- 0,1 0,1 0,1
Subsidiary -- -- -- -- 14,7 17,8 18,8
Total -- - - -- 100,0 100,0 100,0
BRSA 8 Structural Development
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Chart 1.1-4: Loan Concentration and Functional Distribution
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While the ordering changed in the first 10 banks concentration in loans, the first 4 lines are
shared among private deposit banks. State deposit banks remained in their places (5 -7). While
the shares of state and private deposit banks increased within the first 10 banks, share of
global capital banks decreased.

Table 1.1-8: First 10 Banks in Loans

Share
2002 (%) 2004 Share (%) 2006 Share (%) 2008 Share (%)
1 910) 6% + 133 AKBANK 12,2 48da "1 . 13,0 48' 121 .4 13,1
2 48da "I . 12,5 48da "1, 11,9 AKBANK 12,7 48da "1, 12,5
3 AKBANK 11,5 48' 12! .4 9,8 48' 121 .4 12,2 AKBANK 11,7
4 48121 .4 9,7 91 0) 6% + 9,5 91 0) 6% + 10,0 91/10) 6% + 9,9
5 48#8: d2! 6,9 48#8: d2! 8,2 T.VAKIFLAR B. 8,1 48#8: d2! 8,1
6 T.VAKIFLAR B. 5,6 T.VAKIFLAR B. 7,7 TB:d2!! 4 7,7 T.VAKIFLAR B. 8,1
7 +/ K" 1 .+ 4,4 &d. ! . 3" 4,9 T.HALK B. 52 T.HALK B. 6,8
8 4-2+ %8) - 3,8 T.HALK B. 4,1 &d. ! . 3"! 5,0 &d. ! . 3" 4,6
9 &d. ! . 3" 3,2 +/ K" ! . + 3,7 HSBC BANK 3,3 $%. d: " ! . 3,3
10 HSBC BANK 2,7 HSBC BANK 3,3 OYAKBANK 33 ING BANK 2,9
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Box 3: EU Turkey Comparison in Loans
Loans accredited to the real sector by banking sector
in recent years. When compared to EU
increase rate of loans accredited to real sector companies and 5
loans. While average credi

despite the high growth rate. Relatively small credit market of Turkey is considered as a sign of

cardinal growth potential.

t vol

ume

s 0

caught an important increasing tendency

-27 countries in 2007, Turkey is in the 3 ™ place in the
t in the increase rate of total
274 coiulnltiromsini EUI s

HO"ETTE Loans Granted to Real Sector Companies Total Loans
2002 2003 2004 2005 2006 2007 2002 2003 2004 2005 2006 2007
EU27 3.613 3.721 3.893 4.312 4902 5582 11.076 12.673 13.679 15.447 17.144 19.299
PB13 2965 3.041 3.161 3420 3.857 4.389 8169 8502 9.013 9.889 10.854 12.069
Spain 341 388 455 580 760 908 760 863 1.010 1.278 1.602 1.860
Germany 841 814 787 774 800 859 3.022 3.026 3.009 3.023 3.053 3.142
Italy 547 589 615 647 728 824 1.066 1.129 1.189 1.280 1.424 1.724
France 549 535 567 611 670 765 1.370 1.432 1531 1.701 1.887 2.157
Englnd 440 399 418 528 616 679 2.195 3440 3.846 4551 5.090 5.815
Netherlands 206 214 224 242 260 297 704 762 851 947 1.035 1.083
Sweden 127 125 128 138 155 176 272 284 303 345 404 444
Ireland 55 65 86 107 144 175 199 208 262 333 404 481
Denmark na. 83 90 n.a. 121 142 275 292 338 390 447 504
Austria 132 131 114 122 129 140 273 277 296 328 349 378
Turkey 25 31 40 67 81 112 30 40 57 100 118 167
Belgium 91 87 86 91 97 110 279 287 304 363 389 417
Portugal 79 83 84 88 95 105 183 186 195 209 231 258
Greece 52 58 63 69 74 87 95 110 128 148 167 199
Luxemburg 40 37 34 37 42 51 132 119 120 145 159 192
Finland 33 35 38 41 45 51 86 94 104 117 131 148
Poland 29 26 31 32 37 49 61 57 67 78 96 134
Czech Rep. 14 14 15 19 24 29 29 31 33 41 52 67
Hungary 15 8 21 23 26 29 26 32 40 47 56 66
Romania na. na. 7 9 15 20 5 7 11 17 28 42
Slovenia 6 7 9 11 13 18 9 10 14 17 21 29
Cyprus na. na. n.a. 11 12 16 22 22 25 28 31 41
Slovakia 6 6 6 7 10 12 n.a. n.a. 11 15 19 25
Bulgaria na. na. 5 6 7 12 n.a. n.a. 7 9 12 19
Latvia 2 2 3 4 7 9 3 4 5 9 15 21
Lithuania 2 3 3 5 7 9 3 4 5 9 12 18
Estonia 1 1 2 3 5 7 3 4 6 8 11 15
Malta 6 3 3 3 4 4 7 8 9 11 14 20
Loans Accredited to Real Sector /Tot. Loans 2002=100 Total Loans
(%) 2002 2003 2004 2005 2006 2007 600
France Slovenia
France 40 37 37 36 36 3B 500 EU27 UK
Italy 51 52 52 51 51 48 400 Greece
Spain 45 45 45 45 47 49 300
Turkey 83 78 70 67 69 67 200
Greece 55 53 49 47 44 44 100
Poland 48 46 46 41 39 37

Share of loans accredited to real sector within total loans is higher in Turkey than EU in general.

0

2002

2003 2004

2005

2006

2007

While 67.1% of tot al loans in Turkey were accredited to real sector as of 2007, the said ratio
realized in EU-27 as 28.9 in average, 47.8% in Italy, 48.8% in Spain and 35.5% in France.
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1.1.5. Subsidiaries, Affiliates and Jointly Controlled Partnerships

Number of subsidiaries, a ffiliates and jointly controlled partnerships of Turkish banking sector
increased by 11 in 2008 when compared to the previous year and amounted to 245. 8 of the
said increase belong to deposit banks, 1 to development and investment banks and 3 to
participa tion banks. While deposit banks are predominant in subsidiaries, affiliates and jointly
controlled partnerships, 82 of the total number belong to this bank group.

Table 1.1-9: Number of Subsidiaries, Affilia tes and Jointly Controlled Partnerships

Number 2002 2003 2004 2005 2006 2007 2008
Deposit Banks 340 265 251 219 205 193 201
Affiliates 208 178 158 146 132 136 135
Subsidiaries 131 86 92 70 70 54 63
Jointly Controlled Partnerships 1 1 1 3 3 3 3
Devdopment and Investment Banks 45 37 33 36 39 31 32
Affiliates 14 19 15 18 17 16 18
Subsidiaries 31 18 18 18 21 15 14
Jointly Controlled Partnerships 0 0 0 0 1 0 0
Participation Banks (*) 10 10 10 12
Affiliates 7 7 7 7
Subsidiaries
Jointly Controlled Partnerships 0
Total 385 302 284 265 254 234 245
Affiliates 222 197 173 171 156 159 160
Subsidiaries 162 104 110 91 94 72 82
Jointly Controlled Partnerships 1 1 1 3 4 3 3

(*) There is no data related to the number of copanies relating participation banks (special finance institutions) for 2002,
2003 and 2004.

95% out of the end -of-period value of subsidiaries, affiliates and jointly controlled partnerships
belongs to deposit banks. The decline in affiliates was effectiv

e in the decrease in end -of-
period value of subsidiaries, affiliates and jointly controlled partnerships by 5.2% when
compared to the previous year.

Table 1.1-10: End-of-Per. Values of Subsidiaries, Affiliate s and Jointly Controlled Partnerships
TRY Million 2002 2003 2004 2005 2006 2007 2008
Deposit Banks 8.494 8.971 11.555 10.724 8.891 10.352 9.729
Affiliates 5.292 6.193 7.238 7.447 6.856 8.973 8.265
Subsidiaries 2.762 2.323 3.799 3.265 2.022 1.366 1.439
Jointly Controlled Partnerships 440 455 518 12 13 13 25
Development and Investment Banks 198 165 186 254 251 361 364
Affiliates 87 79 73 74 73 226 301
Subsidiaries 111 86 113 180 172 135 63
Jointly Controlled Partnerships 0 0 0 0 6 0 0
Participaton Banks 1 44 63 99 99 149 205
Affiliates 1 10 18 93 93 144 175
Subsidiaries 1 34 45 5 5 5 30
Jointly Controlled Partnerships 0 0 0 0 0 0 0
Total 8.693 9.180 11.804 11.077 9.241 10.862 10.298
Affiliates 5.379 6.282 7.329 7.614 7.023 9.343 8.742
Subsidiaries 2.874 2.443 3.957 3.451 2.199 1.506 1.531
Jointly Controlled Partnerships 440 455 518 12 19 13 25
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Number of partnerships per bank increased by 0.3 point in 2008 and amounted to 5. Due to

the predominant share of deposits within total partn erships, number of partnerships per bank is
6.3 in deposit banks, 2.5 in development and investment banks and 3 in participation banks.

Ratio of partnerships within balance -sheet is in a decreasing tendency due to re -structuring
studies and growth and vari ation in assets of the sector. As of 2008, share of subsidiaries,
affiliates and jointly controlled partnerships within total assets decreased by 0.5 point to 1.4%.

Table 1.1-11: Number of Partnerships per Ba nk and Shares within Total Assets

2002 2003 2004 2005 2006 2007 2008
Number of Partnerships per Bank 6,5 5,5 5,4 5,2 5,1 4,7 5,0
Deposit Banks 8,5 7,4 7,2 6,4 6,2 5,8 6,3
Development and Investment Banks 3,2 2,6 25 2,8 3,0 2,4 2,5
Participation Banis (*) 2,5 2,5 2,5 3,0
Share in Total Assets (%) 4,0 3,6 3,8 2,7 1,8 1,9 14
Deposit Banks 4,2 3,7 3,9 2,8 1,9 1,9 1,4
Development and Investment Banks 2,2 1,8 1,8 2,2 1,6 1,9 1,6
Participation Banks 0,0 0,8 0,9 0,6 0,7 0,8 0,8

(*) There is no dataelated to the number of companies relating participation banks (special finance institutions) for 2002,
2003 and 2004.

Numerically, 82% of companies invested as subsidiaries, affiliates and jointly controlled
partnerships are companies established inside the country. In 2008, value share of the
partnerships established inside the country decreased by 9.6 points to 68.4%.
Chart 1.1-5: Partnerships Established Inside and Outside the Country

Number of Partnerships
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Partnerships a broad were established predominantly in Netherlands. 9 of 44 partnerships
established abroad, 59% of total value belongs to the partners in Netherlands. As total value,
Germany takes the second place. 10% of the total value of abroad partnerships belongs t 02
partnerships established in Germany.
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Table 1.1-12: Distribution of Partnerships Established Abroad by Countries

2007 2008
Value
Value Distribution (TL Distribution

Number Distribution (%) (TL million) Distribution (%) Number (%) million) (%)
Netherlands 9 21,4 1.368 57,5 9 20,5 1.923 59,1
Germany 3 7,1 294 12,4 2 4,5 337 10,4
Malta 1 2,4 202 8,5 2 4,5 202 6,2
Russia 4 9,5 129 5,4 4 9,1 176 5,4
Austria 2 4,8 111 4,7 2 4,5 196 6,0
Kazakhstan 2 4,8 102 4,3 2 4,5 158 4,8
Sweden 1 2,4 43 1,8 1 2,3 43 1,3
BosniaHerzegovina 1 2,4 36 1,5 1 2,3 44 1,4
Azerbaijan 2 4,8 28 1,2 2 4,5 71 2,2
T.R.of .N.Cyprus 7 16,7 21 0,9 7 15,9 21 0,7
Ireland 3 7,1 18 0,8 3 6,8 28 0,9
Portugal 1 2,4 13 0,5 1 2,3 0 0,0
England 2 4,8 7 0,3 3 6,8 8 0,2
Uzbekistan 1 2,4 4 0,2 1 2,3 9 0,3
Turkmenistan 1 2,4 3 0,1 1 2,3 2 0,1
Bahrain 2 4,8 0,7 0,0 1 2,3 1 0,0
Luxemburg - - - - 1 2,3 1 0,0
Macedonia - - - - 1 2,3 32 1,0
Total 42 100,0 2.379 100,0 44 100,0 3.252 100,0

In 2008, when analyzed companies by number as of the field of activity, it is observed that 42%
operate in other financial sector, 24% in other commercial sector and 14% in banking. By end -

of -period values, share of other financial sector, bank

ing and other commercial sector within

total subsidiaries, affiliates and jointly controlled partnerships realized as 33%, 32% and 20%,

respectively.

Chart 1.1-6: Sectoral Distribution of Subsidiaries, Affi liates and Jointly Controlled Partnerships
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1.1.6. Deposit*

In 2008, there was no important change in the share of the first 5 and 10 banks in deposit
which has a high concentration. In 2008, HHI maintained its slight decrease tendency in
recen t years. The said development implies tendency to a relatively competitive market

structure. 78.6% of total deposit is in big -scale banks while 15.2% in medium -scale and 6.3% is in
small-scale banks. By functional distribution, while deposit bank dominated structure is

maintained also in 2008; participation banks increased their market shares by 1.4 point and
amounted to 5.6%.

Table 1.1-13: Deposit Concentration Indicators

Deposit (%) 2002 2003 2004 2005 2006 2007 2008
First 5 Banks 60,8 61,4 62,9 63,9 63,2 62,2 62,3
First 10 Banks 84,5 85,3 86,8 86,9 87,3 86,3 86,1
HHI 969,8 1.027,0 1.090,3 1.056,7 1.034,1 1.003,3 994,9
Distribution by Scale
Big-scale 78,6 78,4 76,6 76,9 79,5 78,3 78,6
Medium-scale 14,6 15,0 16,3 15,7 13,8 15,7 15,2
Smallscale 6,8 6,6 7,1 7,4 6,7 6,0 6,3
Functional Distribution
Deposit Banks 96,7 96,8 96,6 96,5 96,4 95,8 94,4
Development and Investment 0,0 0,0 0,0 0,0 0,0 0,0 0,0
Participation Banks 3,3 3,2 3,4 3,5 3,6 4,2 5,6
Distribution by Ownership
State - - - - 28,0 29,6 30,2
Private -- -- -- -- 36,0 31,7 32,2
Global Capital - - - - 36,0 38,7 37,6
Jointstock - - - - 22,3 22,1 20,2
Branch -- -- -- -- 0,1 0,2 0,3
Subsidiary - - - - 13,6 16,5 17,0
Total - - - - 100,0 100,0 100,0

Chart 1.1-7: Deposit Concentration and Functional Distribution

0 (%
100 ”(/0) - 1.100 100 +

80 1 A 98 4

+ 1.050
60 + \ 95
+ 1.000 93

40 1
+ 950 %°
20 + 88
0 1 1 : : : : 900 85
2002 2003 2004 2005 2006 2007 2008 2002 2003 2004 2005 2006 2007 2008
Large Scale Medium Scale m Deposit Banks Participation Banks
———— Small Scale —— HHI (Right Axis)
According to the first 10 banks in deposit, a change is ex perienced in favor of private deposit

and global capital deposit banks in recent years, while total share of state deposit banks
decreased. Share of state deposit banks within total deposit regarding the first 10 banks
decreased by 34% in 2008 from 41%in 2004.T. C. Zi r aat Bankasé was
institution in 2008.

4 Funds collected by par ticipation banks (current and participation funds) are included in deposit figures.
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Table 1.1-14: First 10 Banks in Deposit

2002 Shar 2004 Share 2006 Share 2008 Share
1 48#8: d 19,6 48#8: B.2 22,8 48#8:d2 19,1 48#8:d2 18,0
2 48dao 11,6 48dwe "I 12,0 48da "I 14,2 48da "I 13,6
3 AKBANK 11,4 T.HALK B. 9,9 AKBANK 10,5 48' 121 . 11,2
4 YAPI VE 9,1 AKBANK 9,6 91 0) 6% 9,9 AKBANK 10,6
5 TGR! . 4 91 48" 1 21, 8,6 48" 121, 9,4 91 0) 6 % 9,0
6 T.HALK B. 8,1 T.VAKIFLAR B. 8,5 T.HALK B. 8,5 T. HALK B. 8,5
7 TVAKIFLAR 6,6 91 0) 6% 7,1 T.VAKIFLAR B. 7,8 T. VAKIFLAR B. 7,8
8 PAMUKBAN 3,7 +/ K" . - 3,6 &d. ! . 3" 3,0 FM.!.3"! 3,3
9 +/ K" . 3,1 &d. ! . 3" 2,5 OYAKBANK 2,5 ING BANK 2,2
1 &d. ! . 3 2,1 OYAKBANK 2,3 $%. d: " ! 2,3 $%. d: " ! 2,1

1.1.7. Non-deposit Foreign Resources

In 2008, there was no important change in the share of the first 5 and 10 banks in non -deposit
foreign resources. > HHI, which is another concentration indicator, was 871.4 points. In
classification by scale, while the share of big -scale banks increased, the share of small -scale
banks decreased. Deposit banks continue to dominate in non -deposit fore ign resources.

Table 1.1-15: Non-deposit Foreign Resources Concentration Indicators

Non-Deposit Foreign Resources (9 2002 2003 2004 2005 2006 2007 2008
First 5 Banks 46,9 51,1 47,5 58,9 60,6 59,2 59,1
First 10 Banks 73,0 74,9 69,9 78,8 79,7 79,0 80,9
HHI 638,6 691,0 627,5 948,6 899,9 873,3 871,4
Distribution by Scale

Bigscale 57,7 61,7 59,1 67,8 69,6 68,0 69,3

Medium-scale 28,4 24,4 20,7 19,1 18,4 19,1 19,1

Smallscale 13,9 13,8 20,2 13,0 r1 12,9 11,5
Functional Distribution

Deposit Banks 84,3 87,5 83,4 92,8 93,3 91,8 92,0

Development and Investment 12,8 10,1 8,2 6,6 5,9 6,7 6,4

Participation Banks 29 2.4 8,5 0,6 0,8 1,5 1,6

Chart 1.1-8: Non-deposit Foreign Resources Concentration and Functional Distribution
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5In this report, non -deposit foreign resources are used as = Total liabilities ddeposit 0 total own -funds. For
participation banks, fund collected is taken in the equality instead of deposit.
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Box 4: EU Turkey Comparison in Deposit

When the sum of deposit collected by Turkish banking sector as of 2007 is compared to EU -27
countries, it is observed that it is around middle lines as in previous periods. As of 2007, average sum
of depositin EU-27 was 0 618 billion, while it was 0 2

countries, Turkish banking sector has a deposit weig  hted resource structure. In 2007, while the share
of deposit within total liabilities was 41% in EU  -27, it was 61% in Turkey.

$APT OEO jH AEIIE Deposit/Total Assets (%)
2002 2003 2004 2005 2006 2007 2002 2003 2004 2005 2006 2007
EU27 9.104 10.971 11.841 13.469 14.854 16.680 36,0 414 40,6 40,6 40,0 40,6
PB13 6.844 7.141 7.530 8.250 8979 9969 379 378 369 364 360 352
England 3.347 3395 3815 4581 5156 5857 572 55 55 55,1 52,2 58
Germany 2.446 2448 2511 2593 2705 2882 384 383 381 38 38 38,1
France 1.078 1.198 1.270 1367 1420 1579 281 30 28,7 27 248 236
Spain 765 818 887 1.084 1320 1507 57 544 51,7 504 525 512
Italy 764 768 807 873 931 1122 37,7 36,1 355 348 333 337
Netherlands 539 571 599 684 794 878 39,7 38,7 357 404 424 40
Belgium 348 371 409 463 466 513 45 448 448 438 416 395
Ireland 148 164 187 236 290 328 31,2 286 258 25 246 245
Austria 214 225 235 254 269 301 386 384 37 352 341 338
Luxemburg 200 207 222 241 288 296 30,2 316 319 305 343 323
Greece 134 140 160 188 211 249 66,3 657 695 668 67 64,8
Turkey 83 91 108 158 166 209 654 62,3 628 62 619 614
Portugal 135 139 148 164 177 193 435 39,9 428 456 44,6 438
Sweden 119 127 130 153 183 190 244 244 21,7 235 236 224
Denmark 94 107 122 A2 154 181 176 188 195 wvy. 188 185
Poland 81 72 89 106 122 147 653 64,3 629 649 64,1 624
Finland 72 77 81 86 89 101 434 413 381 368 35 352
Czech Rep. 52 53 59 68 78 93 658 679 67,7 668 675 664
Cyprus 28 28 30 38 43 53 68,3 66,7 63,8 635 57,7 57,6
Hungary 31 30 35 41 47 51 70 56,7 515 528 503 47,1
Romania V.y. V.y. 15 22 20 39 vy. Vvy. 654 618 389 53,6
Slovakia V.y. V.y. 20 22 27 31 vV.y. Vy. 634 576 647 625
Slovenia 14 14 15 16 18 20 70 63,6 59 53,5 50,4 45,6
Bulgaria A2 A2 9 45 15 20 AAERA'A 69 659 66,7 635
Malta 9 8 9 11 11 14 56,3 454 0 416 36,8 37,1
Latvia 5 3 3 9 11 14 71,4 33,1 312 557 48,7 46,7
Lithuania 3 4 6 8 10 12 60 66,7 624 60 55 48,9
Estonia 3 3 4 6 vy. 9 60 569 397 504 vy 441
32{)82:100 Total Deposits g0 (%)  Total Deposits/Total Loans
260 70
160 50
110 40 —
60 30
2002 2003 2004 2005 2006 2007 2002 2003 2004 2005 2006 2007
Spain Germany Italy Spain Germany Italy
e Greece WL Poland Greece Turkey

Weight of deposit within total liabilities is higher in emerging members of EU when compared
to developed members. Share of deposit within liabilities is relatively low in old members which
are categorized as developed country status, depending on easy access to foreign
resources. When compared to the growth rate of deposit, it is observed that Turkey displayed
an increase rate above Spain, France, Italy, Poland and Greece.
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1.1.8. Funds from Repo Transactions

In 2008, share of the first 5 banks in funds from repos transactions increased by 7.5 points. HHI

increased moderately in 2008. While the increase tendency in the share of big -scale banks
continued also in 2008, deposit banks carried out 98% of total repos tr ansactions.
Table 1.1-16: Funds from Repo Transactions Concentration Indicators
Funds from Repo Transactions (%) 2002 2003 2004 2005 2006 2007 2008
First 5 Banks 68,0 69,3 688 820 76,2 79,1 86,6
First D Banks 91,1 91,0 857 923 927 95,7 96,2
HHI 1.316,9 1.175 1.403,5 2.200 1.382,7 1.693,0 1.743,2
Distribution by Scale
Big-scale 725 646 747 810 826 85,6 91,5
Medium-scale 16,1 26,9 13,3 12,2 11,8 8,8 4,6
Smallscale 11,4 85 12,1 6,8 5,6 57 4,0
Functional Distribution
Deposit Banks 100,0 98,5 100,0 100,0 100,0 96,5 98,0
Development and Investment 0,0 15 0,0 0,0 0,0 3,5 2,0

Chart 1.1-9: Funds from Repo Transactions
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Table 1.1-17: Debts from Money Markets Concentration Indicators

Payables from Money Markets (% 2002 2003 2004 2005 2006 2007 2008
First 5 Banks 94,7 90,6 86,9 69,8 80,5 98,4 94,7
First 10 Banks 99,3 97,9 95,9 94,3 98,8 100,0 100,0
HHI 4.717,6  3.308,6 2.139,7 1.315,8 1.700,2  5.563,4 3.415,2
Distribution by Scale

Bigscale 91,6 86,0 81,7 0,0 0,0 731 10,8

Medium-scale 6,5 7,8 7,5 49,1 3,5 4,9 58,3

Smallscale 1,8 6,2 10,7 50,9 96,5 22,1 30,9
Functional Distribution 100,0 100,0 100,0 100,0 100,0 100,0 100,0

Deposit Banks

Development and Investment 98,8 99,4 99,5 92,2 84,8 100,0 90,4
Firg 5 Banks 1,2 0,6 0,5 7,8 15,2 0,0 9,6

Total 100,0 100,0 100,0 100,0 100,0 0,0 0,0

Chart 1.1-10: Debts from Money Markets Concentration and Functional Distribution
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In 2008, 53% of debts from banks ite m was used by one bank, 74.3% by foreign deposit banks.
Share of private banks within the first 10 banks was 16.1% in the period mentioned.

Table 1.1-18: First 10 Banks in Debts from Money Markets Item

Share Share Share Share

2002 (%) 2004 (%) 2006 (%) 2008 (%)
1 T.HALK B. 64,8 T.HALK B. 36,0 4 %+34d, 279 &d. ! . 3" ! 53,0
2 48#8:d2! 223 48#8:d2 237 1210 4- 7 225 EUROBANK TEKFEI 20,2
3 910) 6% 35 910) 6% 10,5 TURKISHBANK 15,1 AKBANK 10,8
4 OYAKBANK 2,8 48" 121 . 10,5 ABN AMRO BANK 8,4 48d(2!#! 4 54
5 &d. ! . 3"1! 14 OYAKBANK 6,3 483).!d 6,7 o %+ %2 " ! . 53
6 48" 121 .¢ 11 AK ULUSL. B. 2,8 CALYON BANK 5,3 "1, +0/:d 42
7 o %+ %2 " | 1,0 ABN AMRO B. 2,6 TEKFENBANK 4.7 (r"d" .+ 11
8 483).!d 0,9 +/ K" ! .- 13 OYAKBANK 35
9 4%+34d, 09 SOC. GENERAL 1,2 TURKLAND BANI 2,8
10 +/ K" ! .+ 07 AKBANK 1,1 "1, 4+0/:1 20
Market concentration in receivables from money markets item decreased in 2008, when

compared to the previous year. Share of the first 5 banks decreased by 68.7% in 2008 from
82.1% in 2007. The decrease in the share of the first 10 banks in the said period was 10.4 points.
HHI having experienced a fluctuating p rocess decreased when compared to the previous
year and realized as 1.499. Although varies by years, weights of small -scale banks in
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receivables from money markets item are in an increasing tendency. 55.4% of receivables
from money markets item were realiz  ed by small -scale banks in 2008. The share of small -scale
banks increased by 33% in 2008 zero in 2007. In 2008, receivables of development and

investment banks from money markets, which increased in 2006 -2007 period decreased by
17.7%.
Table 1.1-19: Receivables from Money Markets Concentration Indicators
Receivables from Money Markets (¥ 2002 2003 2004 2005 2006 2007 2008
First 5 Banks 54,2 62,7 85,6 81,3 89,9 82,1 68,7
First 10 Banks 76,0 82,0 95,0 98,2 98,8 98,6 88,2
HHI 905,9 1.307,7 2.710,3 1.605,1 2.409,6 18254 1.4994
Distribution by Scale
Big-scale 47,8 54,4 81,7 81,3 39,4 0,0 33,0
Medium-scale 31,0 28,3 10,4 6,3 21,0 12,1 11,6
Smallscale 21,2 17,3 7,9 12,4 39,5 87,9 55,4
FunctionalDistribution
Deposit Banks 86,0 88,4 95,6 96,6 69,3 53,5 82,3
Development and Investment 14,0 11,6 4.4 3,4 30,7 46,5 17,7
Chart 1.1-11: Receivables from Money Markets Concentration and Functional Distribution
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When analyzed by share of the first 5 and 10 banks, it is observed that a state deposit bank is
in the first place also in 2008 and total share of the first 10 banks decreased in comparison with
the previous year.

Table 1.1-20: First 10 Banks in Receivables from Money Markets

Share Share Share Share

2002 (%) 2004 (%) 2006 (%) 2008 (%)

1 AKBANK 22,2 48#8:d2! 432 T.VAKIFLAR B. 39,4 T.VAKIFLAR B. 32,2
2 48#8:d2! 12,1 T.VAKIFLAR B. 26,4 CITIBANK 21,0 CITIBANK 14,1
3 48do "1 . 75 AKBANK 10,3 TAKASBANK IMKB 17,1 TAKASBANK IMKB 9,3
4 +/ K" .+ 6,9 +/ K" 1 .+ 3,3 T.KALKINMA B. 9,7 4-2+ %+B./ 76
5 d,, %2 " 55 4-2+ %+ . 2,3 DEUTSCHE BANK 2,6 ABN AMRO BANK 55
6 OYAKBANK 53 $%. d: " . 2,2 TEKFENBANK 2,4 4- 2+ %8) - 4,6
7 4-2+ %+/. 48 TEKFENBANK 2,0 4-2+ %8) - 2,3 &1 24d3 "1 40
8 HSBC BANK 4,3 TAKASBANK IMKB 2,0 ADABANK 1,9 1, 4%2.!'4d. 39
9 4- 2+ %8) - 4,1 T.HALK B. 1,7 TURKISH BANK 1,1 4 %+34d, " 3,7
10 9!'0) 6% + 33 4-2+ %8)- 14 d, , %2 " 11 WESTLB . 3,2
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1.1.9. Syndication and Securitization Loans

Syndication loans market concentration indicator s experienced no significant change in 2008,
share of the first 5 and 10 banks increased slightly. When analyzed the distribution of
syndication loans by scale sizes, it is observed that small  -scale banks maintained their shares
by increasing, despite the  fact that weight of big  -scale bank in the sector continues. Although
there is a deposit weighted structure in the market, participation banks increased their market
shares by 1.5 point and to 4.1%, when compared to the previous year.

Table 1.1-21: Syndication Loans Concentration Indicators

Syndicated Loans (%) 2002 2003 2004 2005 2006 2007 2008
First 5 Banks 90,1 81,8 76,7 77,9 74,5 71,3 72,4
First 10 Banks 100,0 100,0 97,7 97,1 93,6 90,3 90,6
HHI 2.041 1866 1.395 1.384 1.288 1.267,4 1.281,5
Distribution by Scale

Big-scale 66,9 63,5 69,4 73,3 74,5 71,3 72,4

Medium-scale 33,1 36,5 27,0 19,9 18,8 16,3 14,5

Smallscale 0,0 0,0 3,6 6,9 6,7 12,5 13,1
Functional Distribution

Deposit Banks 94,2 94,5 96,5 96,1 95,5 91,1 88,1

Development and Investment 5,8 55 3,5 3,9 4,5 6,2 7,9

Participation Banks 0,0 0,0 0,0 0,0 0,0 2,6 4,1

Private deposit banks dominate within the first 10 banks in syndication loans.

Table 1.1-22: First 10 Banks in Syndication Loans

Share Share Share Share

2002 (%) 2004 (%) 2006 (%) 2008 (%)
1 T 120 .4d 320 48 "2, 21,2 AKBANK 21,1 AKBANK 24,2
2 AKBANK 20,8 AKBANK 18,4 T.VAKIFLAR B. 18,6 48da "1 . 15,3
3 + K"+ 176 48ds "I, 14,9 48da "1, 120 48 '12!.: 129
4 48da "1, 14,0  T.VAKIFLARB. 14,9 48 121 . 120 T.VAKIFLAR B. 11,0
5 4-2+ %8) - 58 &d.!.3"! 73 910) 6% + 108 9!0) 6% + 9,0
6 &d. ! . 3" 51 &/ 24d3 " 7,0 &d. 1. 3" 1. 5,6 &d. ! . 3" 1, 6,5
7 4-2+ %/ . 4,6 $%. d: " 1. 57 4-2+ %8) - 42  4-2+ %8) - 4,7
8  T.HALK BANKSI 02 4-2+ %8) - 35 $%. d: "1 . 4,0 4%+34d, 2,5
9 4-2+ %+ / 35 ING BANK 28 4-2+ %+/ .| 2,3
10 4%+34d, 1,3 4%+34d, 2,4 o %+ %2 " ! . 2,2
As securitization operations are carried out by limited number of banks within the sector, there
is a high concentration. The first 5 banks carried out 91.2% of total securitization loans. The first
5 banks carried out securitization operations are also big -scale banks. The entire of banks

using securitization loans are deposit banks as in pre  vious years.

Table 1.1-23: Securitization Concentration Indicators

Securitization Loans 2002 2003 2004 2005 2006 2007 2008
First 5 Banks 100,0 99,2 94,6 92,9 97,1 89,9 91,2
First 10 Banks 100,0 100,0 1000 100,0 100,0 100,0 100,0
HHI 4.320 2.465 2.388 1.959 2.218 1.883,7 1.930,0
Distribution by Scale

Big-scale 91,5 91,6 90,4 83,5 89,0 89,9 91,2

Medium-scale 8,5 8,4 9,6 16,5 11,0 10,1 8,8

Smallscale 0,0 0,0 0,0 0,0 0,0 0,0 0,0
Functional Dstribution

Deposit Banks 100,0 100,0 100,0 100,0 100,0 100,0 100,0

Development and Investment 0,0 0,0 0,0 0,0 0,0 0,0 0,0

Participation Banks 0,0 0,0 0,0 0,0 0,0 0,0 0,0
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Securitization transactions are carried out by relatively small number

that banks using securitization loans are predominantly private deposit banks.

Table 1.1-24: First 10 Banks in Securitization Loans

of banks. It is observed

Share Share Share Share
2002 (%) 2004 (%) 2006 (%) 2008 (%)

1 AKBANK 58,9 AKBANK 38,0 48 121 ¢ 27,1 48 "1 21 ¢ 28,0
2 T. VAKIFLAR B. 27,4 48 dao 20,4 AKBANK 27,0 AKBANK 21,0
3 &d. ! . 3"! 8,5 48 121, 18,4 48da "1, 23,5 48da "1, 20,9
4 48da ", 5.2 &d. ! . 3" 9,6 91 0) 6% + 115 9!'0) 6% + 10,7
5 T.VAKIFLAR B. 8,2 &d. ! . 3" 1, 8,1 T. VAKIFLAR B. 10,6
6 91 0) 6% + 54 $%. d: " . 29 &d. ! . 3", 52

1.1.10.0wn -fund

One of the factors most protective of banking sector against financial fluctuations, market

concentration in own -funds, is in a dec reasing tendency in recent years. Share of the first 5

banks in own -funds decreased by 51.3% in 2008 from 62.2% in 2002. Similarly, share of the first
10 banks decreased by 75.6% from 82.5% in the period mentioned. Decrease in HHI index

designates that a

While total own -funds of the sector centers in big

Table 1.1-25: Own -funds Concentration Indicators

relatively competitive market structure has been established.

-scale banks, especially the increase in the
share of small -scale banks attracts the attention. According to distribution by function
classifica tion, deposit banks dominate and share of participation banks is in an increasing
tendency.

Total Ownfunds (%) 2002 2003 2004 2005 2006 2007 2008
First 5 Baks 62,2 62,3 57,0 54,8 54,1 53,4 51,3
First 10 Banks 82,5 83,4 78,6 77,3 79,3 78,2 75,6
HHI 973,3 987,8 829,1 813,2 788,6 769,5 704,3
Distribution by Scale

Big-scale 71,5 86,6 67,7 63,7 66,1 65,7 62,8

Medium-scale 14,9 11,6 15,9 16,2 13,1 154 16,6

Smallscale 13,6 1,9 16,5 20,0 20,8 19,0 20,6
Functional Distribution

Deposit Banks 87,0 86,6 87,0 86,8 84,7 85,1 83,4

Development and Investment 11,5 11,6 11,0 11,4 12,7 11,8 12,3

Participation Banks 15 1,9 2,0 1,7 2,6 3,1 4,3

Chart 1.1-12: Own -fund Concentration and Functional Distribution
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There are 4 private deposit banks, 3 state deposit banks, 2 development and investment
banks and 1 foreign bank in the first 10 ban ks concentration in own -funds. Share of the first 10
banks within total own -funds decreased slightly when compared to previous year.

Table 1.1-26: First 10 Banks in Own -funds

Share
2002 (%) 2004 Share (%) 2006 Share (%) 2008 Share (%)
1 48de "1 . 16,3 48dwa "I 16,3 48do "I 15,8 AKBANK 13,0
2 48#8:d2! 159 AKBANK 13,3 AKBANK 11,9 48" 121 .. 11,0
3 AKBANK 12,4 48#8: d2! 10,8 48#8: d2! 11,1 48do "I 10,9
4 9!10) 6% - 105 9!0) 6% 9,9 48' 1 2B..« 78 48#8 :d: 85
5 T.HALK B. 7,0 48" 121 .« 6,8 T.VAKIFLAR B. 7,5 91 0) 6% 7,9
6 48' 12! .4 64 T.HALK B. 6,4 T.HALK B. 6,3 T.VAKIFLAR B. 6,6
7 T8 d .(KR. B. 4,2 d, , %2 4,6 d, , %2 5,8 d, , %2 "! 6,1
8 d, , %2 ' 40 T.VAKIFLR B. 4,3 91 0) 6% 5,6 T.HALK B. 5,0
9 T.VAKIFLAR B. 2,9 48d(2! #! 3,7 4 8 dKR2B. 39 4 8 dKR2B. 3,4
10 HSBC BANK 2,8 "d2, %ad+ 2,7 &d. ! . 3"! 3,6 &d. ! . 3"! 3,3

1.1.11.Non-cash Loans and Liabilities

There is a moderate decrease in n  on-cash loans and liabilities concentration in the last two
years. Non -cash loans and liabilities maintain an outlook of a relatively low concentrated
market structure. In 2008, big -scale and small -scale banks increased their market shares, when
compared t o previous year. Participation banks increased their shares by 15.8% in 2008 from
1.7% in 2002.

Table 1.1-27: Non-cash Loan and Liability Concentration

Non-cash Loans and Liabilities (%) 2002 2003 2004 2005 2006 2007 2008
First 5 Banks 52,8 52,6 49,9 47,8 50,4 48,5 48,1
First 10 Banks 74,3 74,0 71,8 72,3 73,3 71,1 70,3
HHI 765,3 766,1 712,0 664,7 748,6 681,4 648,2
Distribution by Scale

Bigscale 56,6 56,1 55,1 51,8 53,4 52,5 54,1

Medium-scale 327 31,0 29,2 26,7 23,9 31,6 28,1

Smallscale 10,7 12,8 15,7 21,4 22,6 15,8 17,8
Functional Distribution

Deposit Banks 94,9 94,0 91,7 89,4 86,5 83,7 80,5

Development and Investment 3,4 3,0 3,0 2,4 2,3 3,1 3,7
Participation Banks 1,7 3,0 5.3 8,1 11,2 13,2 15,8

Chart 1.1-13: Non-cash Loan and Liability Concentration and Functional Distribution
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1.1.12.Derivative Transactions

Concentration in derivative transactions which are used by bank

protected from risks, increased in 2008 when compared to previous year. Also, HHI increased

ing sector mainly to be

in 2008. In distribution by scale, while share of small  -scale banks decreased, share of big  -scale
banks increased. In 2008, derivative trans  actions were carried out mainly by deposit banks.
Table 1.1-28: Derivative Transactions Concentration Indicators
Derivative Financial Instruments (¥ 2002 2003 2004 2005 2006 2007 2008
First 5 Banks 63,9 63,3 59,3 55,3 52,5 53,2 55,1
First 10 Banks 81,9 81,5 79,1 79,4 78,1 76,5 80,4
HHI 1052,0 1044,1 869,4 801,4 835,0 804,2 865,5
Distribution by Scale
Big-scale 42,1 47,5 33,8 36,4 32,6 39,4 45,6
Medium-scale 42,7 39,4 47,1 40,1 50,7 37,7 37,7
Smallscale 15,3 13,1 19,1 23,5 16,7 22,9 16,7
Functional Distribution 100,0 100,0 100,0 100,0 100,0 100,0 100,0
Deposit Banks
Development and Investment 93,4 94,8 94,7 92,3 95,2 91,4 96,4
Participation Banks 6,6 51 4,6 7,6 4,0 7,2 1,7
First 5 Banks 0,0 0,0 0,7 0,1 0,8 1,4 1,9
Total 100,0 100,0 100,0 100,0 100,0 100,0 100,0
Chart 1.1-14: Derivative Transactions Concentration and Functional Distribution
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When analyzed the first 10 banks concentration in derivative transactions, it is observed that
private deposit banks and global capital deposit banks have shares by 43% and 37.4%,
respectively.

Table 1.1-29: First 10 Banks in Deriv ative Transactions

Share Share Share Share
2002 (%) 2004 (%) 2006 (%)  Derivative F. I. (%)

1 HSBC BANK 21,4 HSBC BANK 17,4 &d. ! . 3" 1! 196 48' 12! .4190
2 AKBANK 153 48' ! 21! . 123 48' 12! .4 10,3 &d. ! . 3"1 121
3 48' 12! .4 126 AKBANK 12,0 AKBANK 7.9 91 0) 6% + 88
4 48do "1 . 86 $%. d: "1 89 48da "1 . 74 48da "1 . 79
5 $%.d:"! . 60 & d . SBANK 8,7 CITIBANK 7,3 AKBANK 7,3
6 CITIBANK 4,4 CITIBANK 4.8 HSBC BANK 7,2 &/ 24d3 7,0
7 910) 6% + 41 9!0) 6% 4,6 $%.d:"! . 54 CITIBANK 53
8 &d. ! . 3" 1 37 48da "1 44 910) 6% + 48 $%.d: "' . 45
9 4-2+ %8)- 33 +/ K" ! .- 31 FORTISBANK 48 ING BANK 4,3
10 +/ K" .+ 24 FORTIS BANK 2,99 OYAKBANK 3,4 HSBC BANK 4,2
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According to the table below, derivative transactions are grouped as to the quality of the
transaction carried out. Hence, derivative transactions constit ute mainly of money and FX
purchase and sale transactions. Share of purchase and sale transactions regarding interest
within derivative transactions is in increasing tendency. Share of purchase and sale derivatives

on stock -securities, credit default, prec  ious metals within total are rather limited.

Table 1.1-30: Derivative Transactions as of the Quality of Transaction

TL Million % Distribution

2006 2007 2008 2006 2007 2008
Money-FX Derivatives 93.856 140262 159.038 86,0 82,3 78,4
Interest Derivatives 7.784 20.721 37.417 7,1 12,2 18,4
Stock-Securities Derivatives 2.802 1.962 862 2,6 1,2 0,4
Credit Default Derivatives 255 2.357 2.623 0,2 1,4 1,3
Precious Metals Derivatives 151 723 546 0,1 0,4 0,3
Other 4.279 4.457 2.385 3,9 2,6 1,2
Total 109.129 170.481 202.872 100,0 100,0 100,0

1.1.13. Profitability

Return on assets (ROA) and return on equities (ROE) are commonly used in measuring
profitability in the banking sector . As of the end of 2008, 73.9% of profi t of the sector is shared
by big -scale banks, 12.9% by medium -scale banks and 13.3% by small -scale banks. In 2008,
ROA and ROE ratios decreased throughout the sector and by scales when compared to
previous year. In the period mentioned, ROA ratio of the se ctor decreased by 1.8% from 2.6%,
ROE ratio decreased 15.5% from 19.6%. In 2008, the highest profitability performance by ROA is
observed in small -scale banks group, while by ROE it is in big -scale banks group. Weight of
deposit banks continued in the shar e from total profit by functional distribution and the share

of these banks was 88.3% in 2008. When analyzed profitability performances, development

and investment banks are higher in ROA indicator, while participation banks are higher in
comparison to oth er banks in ROE.

Table 1.1-31: Distribution of Profitability by Scale

2005 2006 2007 2008
Net Profit of the
Period (%) Dist. ROA ROE Dist. ROA ROE Dist. ROA ROE Dist. ROA ROE
By scale
Big-scale 50,7 1,0 8,5 70,6 2,1 20,4 75,6 2,6 22,5 73,9 1,8 18,3
Medium-scale 25,5 2,3 16,9 14,5 2,2 21,0 12,7 2,0 16,2 12,9 1,4 12,0
Smallscale 23,9 3,6 13,1 15,0 3,5 13,7 11,7 3,2 12,1 13,3 2,6 10,0
Sector 100,0 15 10,8 100,0 2,3 19,1 100,0 2,6 19,6 100,0 1,8 15,5
Functional
Deposit Banks 85,7 1,3 10,6 90,1 2,2 20,3 90,6 2,5 20,9 88,3 1,7 16,4
Dev. and Inv. 11,6 5,3 10,9 6,4 4,8 9,7 5,8 4,6 9,6 6,9 4,0 8,7
Participation B 2,6 2,1 23,8 3,4 2,8 25,1 3,5 2,7 22,3 4,8 2,5 17,4
Sector 100,0 1,5 10,8 100,0 2,3 19,1 100,0 2,6 19,6 100,0 1,8 15,5

When analyzed ROA and ROE by bank scale size, no clear relation is observed between bank
scale and ROA and ROE as of 2008. However, profitability performances of small -scale banks
among other s mall -scale banks differs more in comparison to other groups.

6 Return on Assets (ROA) =Net Profit of the Period /Total Assets, Return on Equities (ROE) = Net Profit of the Period
/Total Own -funds.
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Chart 1.1-15: Return on Assets and Return on Equities by Bank Scale Size
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-scale banks. 4 are developments and
-scale deposit banks

investment and other banks are deposit banks. In the said period, 3 big
are among the first 10 banks in ROE. Two state deposit banks are included in the first 3 banks.

Table 1.1-32: First 10 Banks in Return on Assets

2005 ROA 2006 ROA 2007 ROA 2008 ROA
1 "d2, %od+ 140 "d2, %od+ 322 JP MORGAN CHASE BANK 12,5 GSD YATIRIMB. 12,0
2 4-2+ %8)- 10,3 T.KALKINMAB. 168 "d2, %oed+ &/ . 121 "@d, %ed+ & 95
3 TAKASBANK 9,7 K!,)+ 9! 78 48d(2! #! 4 +2 93 JPMORGAN CHASE 8,7
4 DEUTSCHEBANK 82 4-2+ %8) - 7,3 DEUTSCHE BANK 54 48d(2!' #! 4 75
5 "1 . +0/:d. 71 TAKASBANK 5,5 $d, %2 9! 4)2 53 ADABANK 5,6
6 K!,)+ 9B.4 67 DEUTSCHEBANK 5,1 T.KALKINMA B. 5.3 (t"d" "1. 55
7 GSD YATIRIMB. 52  GSDYATIRIMB. 4,7 NUROL YATIRIM B. 5,2 $d, %2 9! 4 52
8 JP MORGAN CHASE 4,8 &d. ! .3"1 41 GSD YATIRIM B. 5,0 DEUTSCHE BANK 5,0
9 CITIBANK 45 d, , %2 " 36 (rtdr.+ ,d-d 46 d, , %2 " . 44
10 T.KALKINMA B. 38 ASYAKATILIMB. 35 5. )#2%$)4 " ! .4 40 BANK MELLAT 43
Table 1.1-33: First 10 Banks in Return on Equities

2005 ROE 2006 2007 ROE 2008 ROE

1 CALYON BANK 38,6 “d2, %od+ ¢ 454 48 121 .4 336 48#8 :d2! 290
2 ASYA KATILIM BANKASI 31,7 &d. ! . 3" 1 . 344 48#8 :d2! 326 BANK MELLAT 25,4
3 48#8:d2! 14 ' 31,1 48&d.! .38 4322 ASYA KATILIMB. 259 T. HALK B. 23,7
4 48&d. ! .3 +1 309 48#8:d2! 1 319 |, 4%2. 1 4d& 259 !, "121 +1 21,4
5 OYAKBANK 30,5 b, 21 41 4282 T.HALK B. 25,8 48 121 .4185
6 I, "1 20 +1 4- 253 T.KALKINMA B. 276 48&d.! .3 +1 250 ASYAKATILIMB. 17,6
7 &d. ! .3"1  + 251 DEUTSCHE BANK 235 CITIBANK 24,3 ANADOLUBANK 17,1
8  JP MORGAN CHASE BAN} 25,0 ASYA KATILIMB. 231 &d. ! .3"1 . 21,0 ABNAMROBANK 16,9
9 CITIBANK 24,2 T.HALK B. 22,8 BANK MELLAT 20,6 WESTLB A.G. 16,6
10 AKBANK 22,6 48' 121 .4d228 48 3).!d +! 200 TAKASBANKIMKB 16,6
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Box 5: Reflections of Global Fluctuations on Risk and Profitability Indicators of Countries

Reflections of global fluctuations on banking system risk and profitability indicato rs became evident as of
the end of 2008 (*). In developed countries which affected relatively more from the crisis, capital
adequacy (CAR), return on assets (ROA), provisions/non -performing loans (NPL) ratio decreased, share of
NPL within loans increased.

CAR NPL/Loans Provisions/NPL CAR
(%) 2007 2008 2007 2008 2007 2008 2007 2008
Latin America
Argentina 16,9 16,8 2,7 2,5 129,6 130,9 15 1,6
Brazil 18,7 16,6 3 2,9 181,8 170,9 2,9 2
Mexico 15,9 15,3 2,7 25 169,2 184 2,7 1.8
Europe
Bulgaria 13,9 14,9 2,1 2,4 V.y. V.y. 2,4 2,1
Czech Republic 11,5 12,9 2,7 3.1 56.4 56,3 1.3 1.3
Estonia 14,8 18,3 0,4 1.6 V.y. V.Y. 2,6 2
Hungary 10,4 11,1 2,5 2,9 58,1 80,3 14 15
Latvia 111 11.8 0.4 2,2 129.8 92,6 2 0.3
Lithuania 10,9 12,9 1 11 V.y. V.Y. 2 1.2
Poland 12,1 11,6 5,2 4.4 V.y. V.y. 1,7 17
Romania 12,7 11,9 9,7 9.8 25,7 27.8 1.3 14
Russia 15,5 145 2,5 25 144 140 3 1,6
Slovakia 12,4 11,3 2,5 2,9 95,1 89,1 11 0,9
Slovenia 11,2 11,2 1.8 1.6 V.V. V.y. 1.4 11
Turkey 18,9 18 3,5 3,6 86,8 79,9 2,8 2
Austria 12,7 11,7 1,7 V.y. 76,4 V.Y. 0,7 0,7
Belaium 11,2 12,9 11 15 48 64 0.4 -1
Denmark 12,3 V.Y. 0,3 V.. V.. V.Y. 1 V.Y.
Finland 15,4 13,5 0,4 0,4 V.y. V.y. 1,2 0,8
France 10,1 V.V. 2.7 V.V. 61.4 V.V. 0.4 V.V.
Germany 12,9 V.Y. 2,7 V.. 77,3 V.Y. 0,2 V.V.
Greece 11,2 10,4 4,5 4,7 V.y. V.Y. 1 0,7
Ireland V.V. V.V. V.V. V.V. V.V. V.y. V.V. V.V.
Italy 10,4 V.Y. 4,6 V.y. 49,5 V.Y. 0.8 V.Y.
Luxemburg 13,9 15,4 0,2 V.y. V.y. V.Y. 0,8 0,7
Malta 23,2 V.y. 1,8 VLY. VY. V.y. 1 V.y.
Netherlands 13,2 13,5 V.Y. VA2 VA2 V.Y. 0.6 V.Y.
Norway 11,7 114 0,5 0,8 67 50,8 0,8 0,5
Portugal 10,2 V.Y. 1,3 V.y. 75,7 V.Y. 1 V.Y.
Spain 11,4 11,3 0.9 3.2 214.6 71,9 1,1 1
Sweden 10,3 10,2 0,5 1 79,9 V.Y. 0,7 0,6
Switzerland 125 V.y. V.y. VLY. VY. V.y. VLY. V.y.
England 12,6 V.Y. 0,9 V.V. V.Y. V.Y. 0.4 'A"A
Asia
China 8,4 8,2 6,7 2,5 39,2 115,3 1 V.Y.
Hong Kona 13,4 14,3 0,9 1 A2 V.V. 1,9 2
India 12,3 13 2,5 2,3 56,1 52,6 0,9 1
Korea 12,3 10,9 0,7 11 199,1 155,4 11 V.Y.
Malaysia 13,2 12,6 6,5 51 77,3 86,9 15 1,6
Singapore 135 14,3 15 14 115,6 119,9 14 V.Y.
Middle East and Middle Asie
Eaypt 14,8 14,9 19,3 16,5 74,6 89,9 0,9 V.y.
Pakistan 13,2 11,8 7,2 8,4 85,3 79 2,2 2
Saudi Arabia 206 V.Y. 2,1 V.y. 142,9 V.Y. 2,8 V.Y.
Africa
South Africa 12,8 12,5 1.4 2,6 V.y. V.y. 1,4 1,8
Uganda 19,5 19,8 4,1 3,7 71,8 99,8 39 3.4
Other
Australia 10,2 10,9 0,2 0,5 183,7 87,2 1 0,9
Canada 12,1 12,7 0,7 11 42,1 34,7 0,9 1,3
Japan 12,9 12,3 15 15 26,4 24,9 0,2 0,3
USA 12,8 12,5 1.4 2,3 93,1 84,7 0,8 0,3

Source: IMF, (*): Prudent comparison should be made, as tr!1e data is reported for different periods within the same

year.

Although a similar tendency is bigly notable for emerg ing markets in 2008, the decrease in CAR and return on
assets in some emerging countries such as Turkey of which banking system affected less from the global crisis
relatively is more limited. In addition to this, CAR increased in some countries (e.g. Czec h Republic and
Hungary). Decrease tendency in profitability in global terms and share of NPL within loans increased.
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1.2.

The number of banks operates in Turkish banking sector decreased due to the financial crisis in
200082001. As of December 2008, the number of banks operating in the sector decreased by

Developments on Banks and their Status

49, owing to the consolidation after 2002.

Table 1.2-1: Developments in the Number of Banks

2002 2003 2004 2005 2006 2007 2008
Deposit Banks 40 36 35 34 33 33 33
State Deposit Banks 3 3 3 3 3 3 3
Private Deposit Banks 20 18 18 17 14 12 11
SDIF 2 2 1 1 1 1 1
Global Capital Deposit Banks 15 13 13 13 15 17 16*
Participation Banks 5 5 5 4 4 4 4
Development and Invesinent Banks 14 14 13 13 13 13 13
Total Number of Banks 59 55 53 51 50 50 49*

* A bank in liquidation process has not been included in the total.

Chart 1.2-1: Number and Distribution of Banks

3AL

60 -
58
56
54
52
50
48
46
44
42
40

59

N [s2] [Te) ~

1] 3 3 3 <] S 3
S o S =} S o S
139 « I3 3% 39 3% «

* A bank n liquidation process has not been included in the total.

2008 (% Pay)

/8

B Deposit Banks
®  Dev.And Inv. Banls
Participation Banks

66

When analyzed by functions, it is observed that the biggest part of the activities of the sector is
performed by deposit banks (65%), followed by development and investment banks by (27%).
Total share of four participation banks within the sector is 8%.

Growth trend in world economy since 2005 ended due to the global fluctuation especially in

2008; global economy incurred recession; decrease in economic activity and increase in risk
perception cau sed private capital movements to decrease. Accordingly, information on the
changes regarding status and capital structures of banks are presented in the table (Table
1.2-2) below.
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Box 6: Credit Institution Comparison (Turkey 0 EU)

Number of banks in Turkey is rather low in comparison with the number of credit institution
performing banking activities in EU member countries. As of 2007, the number of credit
institution of only 6 member country is below Turkey. Hence, variety of financ e institution types
as well as the development of finance sector in EU countries and regional institutions plays a

part. In EU countries, institution and/or branching is preferred in usage of credit canals. In
Turkey, branching is adopted.

Number of Credit Institutions

Countries 2002 2003 2004 2005 2006 2007
EU27 VY. 9.054 8.908 8.689 8.514 8.348
PB13 V.y. 6.623 6.427 6.271 6.157 6.128
Germany 2.36 2.225 2.148 2.089 2.050 2.026
Italy 821 801 787 792 807 821
France 989 939 897 854 829 808
Austria 823 814 796 818 809 803
Poland 666 660 744 730 723 718
England 451 426 413 400 401 390
Finland 369 366 363 363 361 360
Spain 359 348 346 348 352 357
Netherlands 539 481 461 401 345 341
Cyprus 408 408 405 391 336 215
Hungary 227 222 217 214 212 206
Sweden 216 222 212 200 204 201
Denmark 178 203 202 197 191 189
Portugal 202 200 197 186 178 175
Luxemburg 177 169 162 155 156 156
Belgium 111 108 104 100 105 110
Ireland 85 80 80 78 78 81
Lithuania 68 71 74 78 78 80
Greece 61 59 62 62 62 63
Czech Rep. 84 77 70 56 57 56
Turkey 59 55 53 51 50 50
Romania 39 39 40 40 39 42
Latvia 23 23 23 25 28 31
Bulgaria 34 35 35 34 32 29
Slovenia 50 33 24 25 25 27
Slovakia 20 22 21 23 24 26
Malta 14 16 16 19 18 22
Estonia 7 7 9 11 14 15

When analyzed ins and outs to banking sector in Europe Region, the countries in which
entering to the sector is experienced the most in 2007 when compared to previous year are

Italy, Spain and Belgium, while countries in which exits from the sector is exper ienced the most
are Germany, France and England. While in Turkey no ins and outs to the sector had been
experienced in the said period.

Ins and Outs to Banking Sector

Countries 2003 2004 2005 2006 2007
Italy 20 -14 5 15 14
Spain -11 2 2 4 5
Belgium -3 4 4 5 5
Turkey 4 2 2 -1 0
England 25 -13 -13 1 -11
France 50 42 43 25 21
Germany -138 =77 -59 -39 24
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Table 1.2-2: Status Changes of Banks

Capital Commercial Datedof
Structure  Title Establishment  Historical Development / Status Changes / Capital Structure
»OOAAT EOEAA ET 7T WwYyh OOA1I OA& OI AA E
Law enforced in 1937, procured the status dfi¢ State Economic Enterprise anc
T.C. Ziraat CAET AA OEA OEOI A 1 & 41 OEEUA #0O1 EOQOE

1863 out of state bank status in 2000 gained a corporation status subject to privat
law provisions and entered into a restructuring process. Theaiik took over
41 OEEUA %ii AE "ATEAOCg ! 8a8h EIT TPP
Treasury.
Gained power to open branch and extend loan directly after 1950. The Ba
BEEUA took T OAO 41 OEEUA vogOAON ATIIVAN h AdliE A&
i EAGq 198

"AT EAOG:

%OEAATE ET 3zIVYYih VYw AOAT AEAO 1T &£ .
AOGAT OBAT T U O0AiI OEAATE 48! 8s8 EIT TP}
offering in December 2008.

41 OEEUA Established in 1954ubsequent to a special law. 25.18% of stocks of the ba
6 AEg £l A 1954 were put in public offering in 2005 and started to effect transactions in ISt
“AT EAOa X 8oop T £ OEA "ATESO0 AAPEOAT AATT T
T.A.O. A and 15.44% to Group B) and the reniagn16.38% belongs to natural person
and legal entities.

4
" A

State Deposit Banks

The Bank was monitored by the BRSA, according to the Article 14/1 of the Bs
Act Nr. 4389; a new Administrative Board was assigned to the bank pursuant
the resolution dated July 25, 2003 Nr. 1102. As a result of the bidding conduc
by the Fund in July 3, 2006, it was given out by contract to the Kuwait originate
O4EA )1 OAOT AGET T AT )1 OAOCOI O #iiPATIL
dated July 262007, transfer of shares was rejected.
In 1990, shares of the bank began to effect transactions in ISE. Moreover, a p
£ OEA "ATES8O0 OEAOAO xAOA DOAOAT O
CEAATE 1048 !ié@EAAT"§ApTQEO[QU zAﬁAEpp ATA 10
: wasOAEAT T OGAO OI OEA "ATE ET TPPX8 )
I OAO AU #EOEAATE |/ OAOOAAOG )1 OAOI Al
AAPEOAT EO DPOAI EAR YT8TQbp AAITT CO (
28.82% belongs to thother shareholders.
] 4EA "ATEBO OEAOAO EAOA OOAOOAA Oi
Alternatif 1992 Bank had passed over to Anadolu Grubu Subsidiaries in 1996. 77.71% c
AlE 18 "ATESO AADEOAI AAITTCO Obnd2202g%itielbnds t
other shareholders.
y1 TYYQh OEA 400EEOE O0OEOAOEUAOEIT
AT A T AAA EO OOAEAADO O1 OEOAA OAPAC
$ATEVUAEI EE TATERAAI ! BABEAOg 48! 8
1996 'TAATT O "ATEAOGg 48185 EO OOOT AA 1 0.
AAPEOAT AAITTTc¢cO O6i (AAAh 331 AE OA ¢
O0i -AETAO 2i hOi " Ah kg AHare HBelodys tO Bther
shareholders.
%OOAATI EOEAA ET zVYXY EI %OEEhRAEEO A
Afterwards, its head office was moved to Ankara and it took the name ¢
s AEAOAA 1953 c AEAOAATE 48! 808 Ethe HaikXHed startEddto €ffEch
48! 808 transactions within ISE in 1997. In 2006, the shares corresponding to 33.98¢
the paidup capital of the bank were taken over by Turanalem Securities J<
31.96% of the remaining share of the bank is public and 33.98%ngeldo
c AEAOAATE 48! 808 -0l UAI 6AE/&EgS
Tekstil 1086 Togaxp 1T £ OEA OEAOAO 1 &£ 4AEOOEI " Al
" Al EA ()q ISE since 1990 are public. 75.5% of the pgidcapital of the bank which is
included in GSD Group belongsl ' 3$ (I 1 AEI G ! 8838
The Bank started to operate in 1982 in Istanbul, as the Istanbul main branch
OEA 41 OE "A1lEAOGCg , Ei EOAA AOOAAI EOE
) 1808 xAO &£ 01 AARA AT A OEGI "IAAEI OADA
‘Tugkfhs Bank 1982 "ATEAOa , Ei EOAA8 1 CAET ET =VYVzZh OE
’ banking transactions and to accept deposit. 40% of the bank capital belongs
OEA . AGEITAI "ATE 1T &£ +0xAEOR XYB8QQ
6.23% belongs to other shareholders.

I AAAAT E 1985

Anadolubank
1 808

Private Deposit Banks
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Capital
Structure

Commercial
Title

Datedof
Establishment

Historical Development / Status Changes / Capital Structure

Private Deposit Banks

41 OEEUA
Garanti
"ATEAOa

4

i OEEUA
" Al

EAOa

iyl
T

D 5

1927

1946

1924

1944

%OOAAT EOEAA ET IYTQ AU OEA OEOI A 1
sYws AT A EOGO OEOI A AAAAT A +1 AAATE
changedonce moreinili T AO 4i OE %EI T 11 E " Al EA
moved to Istanbul within the same year. The shares of the Bank have started
AEEAAO OOAT OAAOGEI T O xEOEET )3% EI

i AET OEAOAEIT T AAOh 84®" xARDARE OREAH OF It
consequently, BNP Paribas have become indirect shareholder in the bank
42.125%.

*TETAA O s$1gOh (T1AETC ET =YiYh E
within ISE in 1990AT A EOOOAA OEAOAO O AAOI A
"ATEAOa !8u8 xEOEEI EOO Al 1 OOEOOOE
£ OEA AATE xAOA OT1T A O ' AT AOAl %
POAT EA AT A TwswwoldndAl iTcO O $i g0h
The share of 12.3% belonging to the Turkish Treasury was offered to dome
and foreign investors by public offerings on May 1998. Presently, 30.07% of
“"ATE EO DPOAI EA8 o:gxop | MEEBA dAlE
-Ai8 -018 31 AEAT 3AAOOEOU AT A TIi 8P\
*T ETAA xEOEET OEA Ai OPO 1 &£ KOEOOI 0,
to effect transactions within ISE in 1987. As ofRKh OEA AAT ES O
xEEAE xAOA bPi OOAOGOAA AU KOEOOI OA
ET 01 OEA 1 x1 AOOEED 1 £ +16AATE 18u8
“"ATEAOGg !''8a8 OITE 1T OAO +1 &AAT Hebtsand:
liabilities on condition to end its legal entity in 2006. Also within the same yei
+1T eAATE 1808 xAO OAEAT 1 0AO AU 9AD
and liabilities, by ending its legal entity without settlement. 81.80 of the B& €
AAPEOAT AAITiTic¢c O +ie &EIT AT OAl (EU
other shareholders.

Global Capital Deposit Banks

BRSA

| OAD
" AT EAOq

#EOEAAI

1977

1980

Established in 1977, this bank is a joint venture of Arabian (60.62% of it belc
to Libyan Foeign Bank and 4.38% to Kuwait Investment Co.) and Turkish (209
EO AAIi1¢cO OF 48dh "AlEAOGg AT A zIXb
Citibank N.A. started to operate in 1980 as a foreign bank opening branch
Turkey. In 2003 GEAATE 1808 xAO £ O1 AAA A
AATTT¢cO O #EOEAATE .8!'8 #EOEAATE
and to carry out banking transactions in 2004. Also in the same year, Citibe
. 818 xAO OOAT OA&A OO Athe Bérk is tangioEmed ihté joint
001 AE ATi PATU &OI I AOATAES8 !'11 1£&
Overseas Investment Corporation.

Denizbank
1 808

Deutsche
“ATE '8

Eurobank
Tekfen! 8 o 8

1997

1988

1992

Within the scope of tender put out in 1997 by Privatization Administration, th
sharesi £ $AT EUAEI EE "ATEAOg 48! 818 xA«
TPPT OEA OEAOAO T &£ -EITE !'UAgl "AI7

OEAOAO T &£ $ATEUAATE 1808 EAOA OOAO
In 2006 Zorlu Holdig sold its shares in Bank by 74.9% to Dexia Participati
Belgique S.A., capitalized by Belgiun& OAT AA8 00OAOAT O1 Uh
capital belongs to Dexia Participation Belgique S.A.

Started to operate in 1988 under the it A T £ 41 OE - AOAEA
xAO AEAT CAA ETOI "ATEAOO 400600 ! 8¢
TPPP8 )1 TPPo®h OEA " AT E OAAAEOAA O
capital belongs entirely by DeutscheBank AG.

“"ATE %EODOAO !18a8 OOAOOAA O 1 PAOA
1998, bought by Tekfen Holding in 2001. Afterwards, Tekfen Group transferr
4AEEAT 9ADOg0gi OA &ET AT OI AT " AT EAC
merged the two banks. Within the same year, the title of the bank was change
ET O 4AEZAT AATE 1828 )1 TPPQh %OOI
T OAO aqQPp 1T &£ 4AEEAT AATE 1808 OEAOAGC
AEAT CAA AO ¢ %0O0i AAT E 40k theEdapital betorgs &

Eurobank EFG Holding, the remaining share by 29.13% to TST Internat
&ET AT AR AT A Xx81 Yp AAIT1CO O 4AEA&EL
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Capital Commercial Datedof
Structure  Title Establishment

Historical Development / Status Changes / Capital Structure

Finans Bank

A4EA AEOOCO POAI EA T AA£AO edinEod twiknin 1SE. TTHe
"ATESO OEAOAO EAOA OOAOOAA O AEsE
Exchange in 1998 as Global Depository Receipts. In 2003, the Bank took ¢
&EAA "ATE 1888 )1 TPPWh . AOQEIT T Al off
&QETAT O "ATE 18a8 AEOAAOGI U AT A Al O¢
beginning of 2007 and raised its share within the Bank to 77.06%.

Founded in 1964 under the title of Amerikahi OE $ah 4EAAC
changeditsOEOI A ET O 4i OE $ah 4EAAOAO "
have started to effect transactions within ISE in 1990. 89.34% of the paid cap
I £ 41 OE $ah 4EAAOAO " Al EAOg -SAR@05. A
of this date, the bank was excluded from the group of private deposit banks
and was classified within the group of foreign banks established in Turkey. As
. T OAT AAO Toh TPPXh EOO OEOI A xAO Al
OEA " AT EBO AADE®Aark NVSA antl thegrémaidifig skeafeare
public.

30A00AA O 1 DPAOAOGA ET 3IVYYP O AAO Ol
EOO OEOI A ETOI (3"# "ATE 188 )Ii
capital belongs entirelyto HSBC Bank PLC.

Opened branch in Turkey in 1984 under the title of Manufacturers Hanover Trt
Company, the bank started to operate as foreign bank; received the title
- AT OEAAOOOAOO (AT T OAO " AldBuithin e gougEdf

foreign banks established in Turkey. Subsequent to the merger «
Manufacturers Hanover Corporation and Chemical Banking Association, the ti
T £ OEA AATE xAO AEAT GAA AO #EAI EAAI
3i O A1 ET' @ivdm AT A EOO OEOI A xAO 11

i £ OEEO AAOGAR EO xAO Ai AOOEAEAA xE
was taken over by the SDIF in 2001. In 2002, the shares of the bank were bot
by Novabank S.A. As of thidate, the Bank was once again classified among tt
group of foreign banks established in Turkey. In 2003, its title was changed ir
“AlT E%OOi PA " AT EAOg !'8a8 AT A ET TPPU

Started its operations under the tit of The First National Bank of Bostor

# A1 OOAT dOOAT AOI " OAT AEs | £OAOXxAQA
which was established in 1990 pursuant to the Cabinet took over The Fi
.AGETTAT "ATE T & "10011T #A1 OO0Ark wak(
AEAT CAA AO 41 O0E "1 006i1 "ATE !8a8 E

of the bank by buying all the shares in 1994; the title of the bank was changed
/| UAEAATE 1808 EI zYYWh EOOOGEAOIT OA
group from foOAECT AATE OOAOOO8 )1 TPPThH
/ UAE "ATE 1808 /UAE "ATE 1888 OEAO
Pension Fund and which corresponds 100% of its capital was transferred to
Bank N.V. in 2007Commercial Title of f UAE " AT E 1 8u8¢c

e).' "ATE 1'18u8e¢ AO T £ *O0I U Qh TPP

Founded in 1986 under the name of Bank of Bahrain and Kuwait B.S.C. In 1
OiTE OEA OEOIA 1T &£ "ATE 1 £ "AEOAEI]

control T £ o AEATE &AITEI U AT A $igO0OR ' O ¢
OEOI A T £ 4A0A000E O +0AAE " AT EAOa
group of foreign banks to the group of private deposit banks. On February 199
its title was changed as GaAT OE 9A0gq 0gi OA 4EAAOAC
OEAOAO 1T £ OEA "ATE EAOA PAOOAA FEOI

xAO AEATCAA AOG -.' "ATE 18mg8 )I TP
xAO AEAT CAA AO 400E]| Afibdnk cagithl Belongs torgap |
Bank, 41% to BankMed Sal.

| 808 1987
Fortis  Bank
| 8o8 1964
HSBC Bank
| 8u8 1990
]
X
c
@
= Millennium
g AT E 1g 1984
[oX
[]
[a)
8
‘a
S
O
®
Q
o
O]
) . " AT 1996
Turkland
"ATE 18 1986
BRSA
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Capital
Structure

Commercial
Title

Datedof
Establishment

Historical Development / Status Changes / Capital Structure

Global Capital Deposit Bank Branches

ABN AMRO
Bank N.V.

Unicredit
Banca di
Roma S.P.A

Bank Mellat

Habib
Limited

Bank

JPMorgan
Chase Bank
N.A.

31 AEi OA
i T T OAI

WestLB AG

1921

1911

1982

1983

1984

1989

1985

Established under the title of Holantse Bank Uni. N.V., changed its title into At
AMRO Bank N.V. in 1995. The capital of the bran@iobgs entirely to ABN
AMRO Bank N.V., headquartered in the Netherlands.

Started to operate in 1911 under the title of Banco di Roma, in 1992 its title \
changed into Banca di Roma S.P.A. The capital of the branclobgs entirely to

Banca di Roma S.P.A., headquartered in Ita§ommercial title of "Banca di
Roma S.p.A." was changed as "Unicredit Banca di Roma S.P.A."
March 26, 2008.

Started to operate on April 16, 1982 with the status of foreigrank opening

branch in Turkey. The capital of the branch belongs entirely to the State of Irar

The Bank received the permission to conduct banking activities and to open
head office and four branches pursuant the Cabinet Deois in 1982. Continues
its activities since 1983, under the status of foreign bank opening branch
Turkey. The capital of the branch belongs entirely to Habib Bank, headquarter
in Pakistan.

The Commercial title of the Bak was changed as JPMorgan Chase Bank in 20
pursuant the take over of Morgan Guaranty Trust Company by The Che
Manhattan Bank. In 2005, this title was rehanged as JPMorgan Chase Bar
N.A. The capital of the branch belongs entirely to JPMorgan Chdsank Co,
headquartered in the USA.

Started to operate as foreign bank opening branch in Turkey on November 1
sYivys 4EA AAPEOAI 1 &£ OEA AOAT AE |
headquartered in France.

Sarted to operate in 1985 by opening branch in Turkey under the title ¢
Standard Chartered Bank, the title of the Bank was changed as Westdeutsc
Landesbank (Europe) A.G. in 1990. Afterwards, this title waschenged as
Westdeutsche Landesbank Girozergle in 1997 and as WestLB AG in 2002. 1
capital of the branch belongs entirely to WestLB AG, headquartered in Germai

State Development and Investment Banks

di1 Ao

d-+" 44
3AES
1 88

48 dE
+OAAE
1 8o 8

Ti OEEUA
Al Eal i
" AT EAOa

1933

1995

1987

1975

Founded with public capital within the aim of financing the constructior
development activities of the municipalities in 1933, under the name ¢
Al AAEUAI A0 "ATEAGa |- Ol EAEPAI EOE
! ATETEOOOAGEI T OR 1 01 EAEDPAI EOEAO AT,
1945, also undertakingthe UROET T O T £ " A1 AAEUAT AO
institution subject to establishment law and special provisions in all of it
I DAOAGEI T Oh AT A EAOETC 1ACAIT Al OE(
municipalities, 10.79% to Special Provincial Adstmtions and 4.41% to villages.
The Bank is conducting specialized banking activities related to financ
markets within the framework of coherent with the related legislation
provisions since the beginning of 19% YT8WTpP 1 £ OEA " A
ISE and the remaining shareholders are certain banks and intermedie
institutions.
000O0OAT O OEA 1 A0 .08 YYYT
Investment Bank) waD OAT O &I O0i AA ET 61T 4i OEEUA
%PEI AAT EqQs 4EA "ATEB8O AAPEOAI AAI T
only officially supported financing institution presenting export credit and
export credit insurance/guarantee.

&1 O1T AAA ET 3YvYaoxh O1 AAO OEA OEOI A
j $%3d9!"q !'8a8 )i =TYIT EOO OEOI A «x
(Turkish Investment Bank). In 1989, pursuant the Supreme Planning @iui
$AAEOCEITh 48#8 40O0OEUI "ATEAOg !8ro8
with all of its assets and liabilities and consequently the tourism sector we
AAAAA O1 OEA OAOOEAA EZEAI AO T £ OEA
transactions within ISE in 1991. The Act on the foundation of the Bank w
accepted in 1999. The Bank is subject to matters regulated pursuant this Act t
also to special law provisions and is a development and investment ba
operating as a joint stock company havh 1 ACA1 A1 OEOUS8
capital belongs to Turkish Treasury.

AAOGAA

BRSA
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Capital Commercial Datedof
Structure  Title Establishment  Historical Development / Status Changes / Capital Structure
30A00AA O1T 1 DPAOAOGA EIT =IVYYY8 VY=g
| EQE A KAl gk (T1AETC 18a8 AT A Comidrcialtitle df
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Log e 30A00AA O1 T PAOAOA ET 3IVYYi8 oXb
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@ "3 9 A 3OAOO.{Z\A" ,OAI I DAOAOA Eital edngé entirdhEh
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Founded in 1950 with tk support of World Bank and the
AT 11 AAT OAGETT T &£ #"24 AT A ATTTAOI
48 33l A first private development and investment bank. The shares of th¢
+Al Egqli 1950 Bank have started to effect transactions within ISE in 1986. In 20(
"AT EAO3 the Bank took over tth 331 AE 9A0g 04l " AT E/
"ATEBO AAPEOAI AAITT GO O dh " Al
&1 O1T AAA EI SYYY AO 41 POAE 9AO0ag
47 POAEAAT E | 8thetold mEif gh&rehsldeOof the Bank was
OOAT OEAOOAA O61 3%$)&8 )1 TPPTh 1TV
AU # &AEOI OET C 1 8a8 7EOE EOO 1 Ax
OEA "ATE xAO AEAT CAA ET O1 # +O0OAA
BankPozitif and the Bank started to capital increase and new organizational fe
Kredi ve Kalk structuring. Consequently to capital increases and the purchase ¢
"8 1 8u8 1999 OAT AET ET ¢ OEAOAOR OEA OEAOA I &
reached to 99.99%. According to the contract signed in 2005, th
TarshishHapoalim Holdings and Investments Ltd., which belong:
entirely to Bank Hapoalim B.M., became a shareholder in the Bank |
57.55%. Thus, the Bank was included within the group of forei¢
investment banks. On December 29, 2005, the title of the Bank sve
AEAT CAA ET O1 "ATEDPI UEOEE +0AAE 0O}
9]
&
o &1 01T AAA ET szsyvYyp O1AAO OEA OEOI A
& (European Turkish Investment Bank), in 1995 this title was change
;,g, ETO1T )T AT OOAU %OOAT B 0&c8 ADREAED
g yT ATl OOAU 4i OE "ATE 188 EI TPPPSB
= Calyon Bank 1990 AT A TEAAEI EOEAO j AgAAPO EOO AADI
2 41 OE ! 8 Credit Lyonnais (Paris) Headquartered in France taken over all tt
LSL assets and iAE1 EOEAO AgAl OAET ¢ AADPI OEC
Branch. On June 17, 2004, the title of the Bank was changed in
#A1 UTT "ATE 41 OE ! 8038
30A00AA O1 TBPAOAOGA ET zVYYY OT AAO
Merrill Lynch In ,2096’ ghe :shares E:qrrgspo,nding to the 99.95% of the ca}p[taj 9f T
9A03 03l 1993 9A0a 031 "ATEAOg !828 xAOA OOATO
1 858 Asset Holdings Inc. The title of the Bank was changed as Merr
,UTAE 9AGa0ai "ATE 18a8
FoundAA ET zYiQ O1AAO OEA OEOI A T &
AEA 9 oo xAO AEAT CAA ETOI 4AEA 9A0aOal "A
"AlE !'8 belongs to Taib Bank.
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Banks under the Structure of the
SDIF

1958
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bank in 1964. In 1988, pursuant the Council of Ministers Decision, its permiss
to conduct banking activities and to accept deposit was annulated; in 1990 tt
permission was reC OAT OAA8 ) 00 OEOI A xAO AEA
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1.3. Cross Border Banks and T heir Activities

Banking Law enables banks established in Turkey  to open branches or representative offices
abroad. As of 2008, total of 14 banks have branches abroad. The said number was 15 in 2006
and 2007, 16 in end -2005. When analyzed functional distribution of banks having branches

abroad, it is observed that depo

sit banks dominated structure is maintained. As of 2008, one

participation bank and one development and investment bank have branches and
representative offices abroad.

As of period, number of branches abroad which was 45 as of 2005 decreased by 44 in 200 6,
increased back again to 47 in 2007 and 50 in 2008.

Ratio of total asset of branches abroad to the sector increased continuously and amounted

to 30.7% in 2008 from 22.8% in 2005. A similar tendency is notable for credit item. However,
there is a reverse direction structure in deposit. The most noteworthy factor regarding
branches abroad is that loan/deposit ratio of branches abroad is around 125 -250%. In end-
2008, this ratio increased when compared to previous years and realized as 241.3%.
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Table 1.3-1: Branches Abroad as of Selected Iltems and Sector

Sector Branch Abroad Branch Abroad / Sector (%)
TL Billion 2005 2006 2007 2008 2005 2006 2007 2008 2005 2006 2007 2008
Total Asset 406,9 499,7 5816 7325 930 127,7 1558 2252 228 256 268 307
Big 300,9 376,0 430,6 5443 77,8 1109 137,3 202,7 259 29,5 31,9 37,2
Medium 64,9 746 96,0 1199 145 16,0 17,4 20,8 22,4 21,4 18,1 17,3
Small 41,1 49,1 550 68,3 0,7 0,9 11 1,7 1,6 1,7 2,0 25
Loan 159,3 219,0 2856 367,4 44,2 62,5 88,6 1389 27,7 28,5 31,0 378
Big 101,7 150,7 1949 2588 334 547 794 1279 328 36,3 40,7 494
Medium 412 434 615 737 107 74 8,3 100 259 17,1 135 13,6
Small 16,3 249 29,2 350 0,1 0,4 0,9 0,9 0,9 1,4 3,2 2,7
Deposit 2515 307,6 356,9 4546 339 41,2 43,8 57,6 13,5 13,4 12,3 12,7
Big 198,0 2450 279,0 357,2 28,9 34,0 37,7 514 14,6 13,9 13,5 144
Medium 36,8 424 559 689 4,9 7,2 6,1 6,1 133 169 109 88
Small 17,0 207 21,4 285 0,1 0,1 0,1 0,2 0,6 0,3 0,3 0,5

Depending on the fact that the number of banks having branches abroad change hardly
any, no evident change is observed in concentration indicators in 2005
while HHI decreased by 1.631 in r

branches abroad, HHI is around 1.750

Table 1.3-2: Conc entration Indicators in Branches Abroad

-2008 period. In 2008,
espect of total asset concentration from 1.889 in 2005,
cumulative share (YR4) of the first four banks is around 75%. As of all items analyzed in
-2.000.

HHI YR
TL Billion 2005 2006 2007 2008 2005 2006 2007 2008
Total Asset 1.889 1.846 1.665 1.631 76,5 76,4 74,1 74,0
Loan 1.675 1.771 1.752 1.753 73,1 78,7 78,8 77,4
Deposit 1.959 2.215 1.909 1.781 80,1 79,5 79,5 80,6
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Box 7: EU Turkey Comparison in the Number of Foreign Bank Branches

Number of branches of EU originated foreign banks in Turkey* is higher than the number of
branches of non -EU originated banks. Existence of EU originated b  anks in Turkey as seen in many
EU member countries is considered an indication of integration in the field of finance of Turkey

which is candidate member country with EU. While the growth potential of banking sector in

Turkey caused increase in the number  of branches of EU originated foreign banks after 2002, the
number f branches of non  -EU foreign banks remained unchanged.

Number of EU Originated Credit Institutions Number of NonEU Originated Credit Institutions

Branches Branches
2002 2003 2004 2005 2006 2007 2002 2003 2004 2005 2006 2007
EU27 V.. 557 579 624 649 693 VY. 230 218 211 205 215
PB13 A2 417 431 459 473 501 VY. 104 98 95 88 95
England 84 82 81 81 83 81 105 97 91 89 89 93
Italy 47 49 50 58 65 72 13 13 10 10 9 10
Spain 50 49 53 57 62 71 9 8 8 8 7 9
Germany 62 64 62 69 68 66 21 20 21 20 18 18
France 51 52 55 55 59 64 28 28 27 26 25 24
Belgium 36 38 36 41 46 49 10 10 9 9 8 9
Luxemburg 48 41 38 36 34 35 7 9 9 8 8 8
Ireland 31 31 31 31 31 31 1 1 1 1 1 1
Austria 15 18 18 25 25 26 0 0 0 1 1 1
Portugal 21 22 26 24 23 23 1 1 1 1 1 1
Greece 14 14 19 19 20 22 7 6 4 4 4 5
Finland 19 18 19 19 22 21 0 0 1 1 1 4
Denmark 8 16 15 17 17 18 2 2 2 2 3 4
Netherlands 19 20 22 22 16 18 9 8 7 6 5 5
Czech Rep. 8 8 9 12 13 14 1 1 0 0 0 0
Poland 0 0 3 7 12 14 0 0 0 0 0 0
Sweden 16 15 17 18 16 13 3 3 3 2 3 3
Turkey 11 10 10 9 10 12 9 9 8 9 11 11
Slovakia 2 3 3 5 7 10 0 0 0 0 0 0
Romania V.. 7 6 5 6 10 A" 1 1 1 1 0
Cyprus 3 5 4 4 4 9 19 19 19 18 17 16
Estonia 1 1 3 6 7 8 0 0 0 0 0 0
Hungary 0 0 0 3 4 6 0 0 0 0 0 0
Lithuania 3 2 2 2 2 3 1 1 0 0 0 0
Slovenia 1 1 2 3 2 3 0 0 0 0 0 0
Bulgaria V.. A2 4 4 2 3 VY. VY. 2 2 2 2
Latvia 1 1 1 1 3 2 0 0 0 0 0 0
Malta 0 0 0 0 0 1 2 2 2 2 2 2
*Number of foreign branches withint  he country.
Numberof EU Originated Numberof NonEU Originated

90 Credit Instutions Branches 600 20 Credit Instutions Branches 120
% — 500 25 —
o / w0020 \/ 10
o 300 15
S0 200 10 ‘6 £
£ — i 5

0 0 0 - 60

2002, &ggg 2004 2005 ﬂ%pair@m 2002 Gr%%cc)g 2004 2005 —20%% ain 2007
France Turkey France Turkey
— UK MU-13 (Right Scale) MU-13 (Right Scale) ——— UK (Right Scale)

As of 2007, total number of branches of EU originated credit institutions in 27 EU member
countries reached 693. Increases in Italy, Spain, France and Belgium were effective in the said
increase. This number is 12 for Turkey in the said per iod.
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When analyzed market structure in respect of abroad financial institutions which are within the

scope of consolidated supervision of banking sector, it is observed that 18 banks have

subsidiaries abroad as of the end
While there are two development and investment banks and one participation bank within
the total number of banks in 2008, the remaining banks are deposit banks.

According to the analysis made as of 2005

81 in 2005 decreased by 59 in 2006 and increased again to 80 in 2007 and finally decreased

-2008. This number was 18 in 2005, 17 in 2006 and 11 in 2007.

-2008 period, total num ber of institutions which was

by 59 in 2008.
Table 1.3-3: Subsidiaries Abroad as of Selected Items and Sector
Subsidiary Abrad /
Sector Subsidiary Abroad Sector (%)
TL Billion 2005 2006 2007 2008 2005 2006 2007 2008 2005 2006 2007 2008
Total Asset 406,9 499,7 5816 7325 61,6 79,2 65,7 92,4 151 159 11,3 12,6
Big 300,9 376,0 430,6 544,3 43,3 63,8 57,4 77,1 14,4 17,0 13,3 14,2
Medium 64,9 74,6 96,0 1199 174 13,1 7,5 14,0 26,8 17,5 7,8 11,7
Small 41,1 49,1 55,0 68,3 0,9 2,3 0,8 13 2,1 4,7 1,4 1,9
Loan 159,3 219,0 2856 367,4 28,3 39,2 38,0 54,4 17,8 17,9 13,3 14,8
Big 101,7 150,7 194,9 258,8 18,2 31,0 329 45,8 17,9 20,6 16,9 17,7
Medium 41,2 434 61,5 73,7 9,7 7,1 4,5 7,9 23,4 16,3 7,4 10,8
Small 16,3 24,9 29,2 35,0 0,4 11 0,6 0,7 2,6 4,5 1,9 1,9
Deposit 2515 307,6 3569 4546 28,0 33,3 27,9 35,0 11,1 10,8 7,8 7,7
Big 198,0 2450 279,0 357,2 19,7 25,8 23,4 28,7 9,9 10,5 8,4 8,0
Medium 36,8 42,4 55,9 68,9 8,0 6,9 4,3 5,8 21,8 16,3 7,6 8,4
Small 17,0 20,7 21,4 28,5 0,4 0,7 0,2 0,5 2,1 3,2 1,0 1,6
Own-fund 54,7 59,5 75,8 86,4 4,1 4,3 3,7 4,5 7,5 7,2 4,9 5,2
Big 34,9 39,3 498 54,3 2,4 3,1 3,3 3,3 6,8 8,0 6,5 6,2
Medium 8,9 7,8 11,7 14 1,7 0,8 0,5 1,0 19,3 10,6 4,0 7,2
Small 11,0 12,4 14,4 17,8 0,0 0,3 0,0 0,1 0,4 2,5 0,1 0,5

In 2008, concentration indicators increased when compared to previous year in parallel with
the increase in the number of banks which have subsidiaries abroa
1.343 in 2005 in respect of total asset concentration increased by 1.350 in 2006, 2.208 in 2007,
decreased once again by 1.371 in 2008. Cumulative share of the first four banks (YRA4)

d. While HHI which was

regained 65 -70% ranges. A similar tendency is nota ble for loan, deposit and own  -funds.
Table 1.3-4: Concentration Indicators in Subsidiaries Abroad
HHI YR
TL Billion 2005 2006 2007 2008 2005 2006 2007 2008
Total Asset 1.343 1.350 2.208 1.371 68,5 66,8 86,6 67,9
Loan 1512 1.631 2.521 1.562 67,8 68,5 89,6 68,9
Deposit 1.247 1.285 1.957 1.373 59 63,2 82,2 68,1
Own-fund 1.287 1.203 1.837 1.261 58,7 55,4 76,8 60,9
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Box 8: Position of Banks Established in Turkey in Global Banking Geography

Cross-border activities of

branches were opened only by state banks. On
branches centers in Bahrain by 10 branches. By abroad representat

banks

establi
shor e

shed in

Tur key
branches
ive offices of the said banks, Germany takes

d o mi
centers i

nate i

n

E

n TRNC b

the lead by 6 representative offices. Other financial institutions of banks centered in Netherlands by 5 institutions,
Ireland by 3 institutions and Malta by 4 institutions. In 2008, 1 on

in abroad, while 2 representative offices were closed. Cross

-shore bank and 3 on

banking sector to increase, integration in financial markets and more efficient operation of the market to be
provi ded. Increasing abroad financial activity would enable experiences to be benefited in financial market and
experiences to be transferred through information and experience sharing. Although international expansion of

the sector seems positive as of 2008,

bigger expansions are expected in and after 2009.

ON SHORE BANKALAR

NAME OF THE DAT  NAME OF THE
BANK NAME OF THE INSTITUTION COUNTRY E BANK
AKBANK AKBANK AG GERMANY 2006 TEB
ANADOLUBANK ANADOLUBANK NEDERLAND N.V. NETHERLANDS 2008 48 ‘121 4
"1.+0/:d4 *#3 "1 . +0/:d4d6 KAZAKHSTAN 1998 : o
$%. d: "1+ $%. d: "1 18" 7) % AUSTURIA 1996 T.HALKB.
$ %. d: "MOSGOW RUSSIA 1998 48 dwm "1 .
o %+ %2" | .+ 8%+ %2" 1 . +)"2)3 TRNC 1996
AZER4 - 2+ "1 .+ | K) + VAKIFBANK
'/ .d- od2+%ad AZERBAIJAN 1995
+1 oL+ (3410 . cd2t11 4
INTERNATIONAL BANK (ARG L
48#8 :d2! 452+)3( :d2!! 4 "1 BOSNIAHERZEGOVINA 1997 91 0) +2%$
: * TURKMEN TURKISH COM. BANK 452+- %. d34! . 1993
UZBEKISTAN TURKISH BANK 5:" %+d34! . 1993
d21 14 "1+ ). 4%2 GERMANY 2001
:d2! ! AMOSCOW CISC RUSSIA 1993
cd2t 4 "L+ !'$ 3 MACEDONIA 2008
OFF SHORE BANKS
ANADOLUBANK ANADOLUBANK OFFHORE LTD. TRNC 2003 © %+ %2 " ! .+
$%. d: "1 .+ %52/ $ %-SHORE/KBRIS 2002 4 %+34d, "
&/ 24d3 " ! FORTISMALTALTD MALTA 1998 VAKIFBANK
OTHER FINANCIAL INSTITUTIONS
A.R.T.S. LIMITED CHANNEL ISLANDS 1999 ING BANK
AKBANK AK GLOBAL FUNDING N.V. NETHERLANDS 2001 TEB
AK RECEIVABLES CORPORATION = CAYMAN ISLANDS 1998 48 ‘121 .4
AKBANK INTERNATIONAL N.V. NETHERLANDS 2000
DECOM SERVICES LIMITED 2002 48 do "I .
&/ 24d3 "1 DIS GLOBUS MALTALTD MALTA 2000 9! 0) +2%$
FORTIS HOLDING MALITFD 1998
FORTIS HOLDING MALTA B.V. NETHERLANDS 2004
ON SHORE BRANCHES
NICOSIA 1999
tlod - LTREG! 1999 TEB
HSBC BANK ' d 2-TRNC 1999
9 %. d +PRN@ (BRANCH 2008
AFFILIATED TO NICB$ TRNC
TRNG KYRENIA 2003 48 '! 2! . 4
TRNG ! : d -! X53! 2003
ING BANK TRNG NICOSIA 2003
TRNG' - : %, 9524 2003
TRNGO ! a! +v 9 2004 LoLaL 1B,
ABDNEWYORK USA 1983
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95. ! . dA®HENS 2008 VAKIFBANK
95. 1 .d34t -, #d. % i 2008
OFF SHORE BRANCHES
AKBANK MALTA BRANCH MALTA 2001 = %+ %2 " ! .+
$%. d: " ! . + BAHRAIN BRANCH 2002
&d. ! . 3" ! . BAHRAIN BRANCH 1999 28w8 s dal
&/ 24d3 " ! BAHRAIN BRANCH BAHRAIN 2000 4 %+34d, "
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TEB BAHRAIN BRANCH 2003 48 121 .4
48 '! 2! .4 MALTABRANCH MALTA 1995
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48 dam " ! . BAHRAINBRANCH 2000
TSKB BAHRAIN BRANCH BAHRAIN 2005 T. HALK B.
VAKIFBANK BAHRAIN BRANCH 2005
910) +2 %$ BAHRAIN BRANCH 1983
48 de "1
TSKB
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2. INTERMEDIATION ACTIVITIES

2.1. Development of Loans

While asset size of banking sector realized as TL 732.8 billion as of end  -2008, total credi tvolume
increased by 28.7% when compared to end -2007 and realized as TL 367 6 billion.

Chart 2.1-1: Distribution of Commercial and Consumer Loans by Scale and Function
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8 commercial [ Consumer

When analyzed nominal increase in credit volume together with the development in total

assets, loan/asset ratio remained in its level in end  -2007 and displayed a stable view rather
than expansion, despite the negative economic conjuncture which became c lear as of end -
2008. Similarly, as of end -2008, loans/deposit ratio remained in its level in end -2007 and
displayed a stable view proportionally. This deceleration observed in credit volume were
effective in respect of the distribution of loans for commerc ial and consumer usage, share of
consumer loans which increased in 2007 when compared to previous year decreased in end -
2008 by the rates in 2006.

2.1.1. Commercial Loans

While 89.4% of commercial loans which have 68.1% of share within total credit volume of the
sector as of end -2008 are accredited by deposit banks, 4.6% are placed by DIB and 6.1% by
participation banks. Distribution of commercial loans by scale groups indicates a tendency

from medium -scale banks to big -scale banks. Another indicator of the said tendency is the
increase of the share of the first 5 and 10 banks within total commercial loans in 2008. The fact

that HHI indicator which is calculated over commercial loan shares increased by 787 in 2008,

which is the highest value of 2002 -2008 period co nfirms the said concentration determinations.
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Table 2.1-1: Commercial Loans Concentration Indicators

Commercial Loans (%) 2002 2003 2004 2005 2006 2007 2008
First 5 Banks 54,2 50,9 48,8 50,3 54,4 53,2 55,0
First 10 Banks 72,9 73,1 73,9 73,3 77,3 76,3 78,6
HHI 742 697 676 695 758 734 787
Distribution by Scale
Bigscale 62,3 61,7 61,4 60,4 66,8 66,0 69,5
Medium-scale 25,0 24,9 24,4 22,0 18,5 18,9 18,3
Smallscale 12,7 13,5 14,2 17,6 14,6 15,1 12,3
Functional Distribution
Deposit Banks 88,2 88,3 89,3 87,4 90,2 88,8 89,4
Development and Investment 7,0 6,0 4,2 53 4,8 4,6 4,6
Participation Banks 4,9 57 6,5 7,3 5,0 6,6 6,1

Chart 2.1-2: Commercial Loans Concentration and Functional Distribution
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2.1.2. Personal Loans”’

In 2008, growth rate of personal loans which constitute of personal loans and credit cards
decreased by 23.3%, which was 76.6% in 2004 when compared to previous year. S trong
growth in 2004 having decreased in by 20%s in 2008 designates to a significant deceleration in
development rate of consumer loans.

Table 2.1-2: Personal Loans Concentration Indicators

(%) 2002 2003 2004 2005 2006 2007 2008
First 5 Banks 63,1 64,3 63,6 63,8 63,4 60,9 60,5
First 10 Banks 88,0 87,0 91,4 89,0 89,0 88,3 88,1
HHI 1.069 1.029 1.012 985 971 931 922
Distribution by Scale
Big-scale 71,7 74,5 74,2 72,2 73,0 72,1 72,5
Medium-scale 25,3 24,0 24,4 23,5 22,7 243 23,9
Smallscale 2,9 1,6 1,4 4,4 4,3 3,6 3,6
Functional Distribution
Deposit Banks 100,0 100,0 100,0 97,5 97,2 97,4 97,7
Development and Investment 0,0 0,0 0,0 0,0 0,1 0,2 0,2
Participation Banks 0,0 0,0 0,0 25 2,7 23 2,1

Deceleration in development rate of personal loans caused a decrease in the share of
personal loans within total loans. This ratio decreased by 31.9% in 2008 from 33.3% in 2007.
When analyzed the shares of the first 5 and 10 banks in respect o f personal loans, it is observed
that the share of the first 5 banks decreased by 0.4 point when compared to the end of

7 Excluding 2002 -2004 period Participation Banks.
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previous year and realized as 60.5%, while the share of the first 10 banks decreased slightly by

0.2 point. The relative decrease in the  shares of the first 5 and 10 banks is observed similarly in
HHI which is calculated for personal loans and decreased by 922 from 931. The relative
decrease observed in the share of the first 10 banks, according to the analysis by scale groups,

is equivale nt to the fact that the shares of big and small -scale banks decreased from 2007 to
2008 in favor of medium -scale banks. When analyzed by functional distribution, weight of
deposit banks in consumer loans volume continues, on the other hand participation ba nks
could not preserve their development trends in 2007 -2008, as in 2004 and 2005 .

Chart 2.1-3: Personal Loans Concentration and Functional Distribution
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Table 2.1-3: First 10 Banks Concentration in Personal Loans

2004 Share 2006 Share 2007 Share 2008 Share
(%) (%) (%) (%)
1 9!1'0) 6% 20,5 AKBANK 14,5 48' 12! .. 148 48' 12! .. 136
2 48" 121 . 148 9! 0) 6 % 14,2 AKBANK 13,0 AKBANK 2,2
3 48dwa "I 12,0 48 '12! ., 132 48dwa "I 12,8 48dwa "I 12,1
4 48#8:d2 8,2 48 dao " 122 91 0) 6 % 12,0 48#8: d2 114
5 T.VAKIFLAR B. 7,6 48#8 :d. 95 48#8: d2 109 91! 0) 6 % 11,3
6 AKBANK 7,4 T. VAKIFLAR B. 8,1 T.VAKIFLAR B. 6,5 &d. ! . 3" 7,7
7 HSBC BANK 7,3 HSBC BANK 7,3 &d. ! . 3" 6,4 T.VAKIFLAR B. 7,3
8 PAMUKBANK 3,5 &d. ! . 3" 53 HSBC BANK 5,8 T.HALK B. 4.7
9 OYAKBANK 3,5 OYAKBANK 4,6 OYAKBANK 3,8 HSBC BANK 4.5
0 &d.!. 3" 3,1 T. HAK B. 2,6 T.HALK B. 3,1 $%. d: "! 3,4

Relatively extensive transpositions of the first 10 banks concerning personal loans observed
during 2004 -2006 displayed a more stable appearance in 2007 -2008 periods.
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Box 9: Development of A ctivity in Turkish Banking Sector

Activity is defined generally as the degree of achieving the value (target) accepted
optimum. Accordingly, activity measures how much the current performance of the
enterprise/sector approached to the previously determine d optimum (standard)
performance. A performance which can be regarded as efficient is determined by how

much the activity value approached tol. Activity is a concept that is used frequently in
measuring and evaluating performance.

Activity in banking sector is defined in various ways in bank basis and throughout the sector.
Functional activity used in banking is the activity in intermediary function between savers of

the banks and investors. Thus, in an efficient system the entire of the savings turns into
productive investments by means of banking system.

In recent years, it becomes more important in maintaining profitability in Turkish banking sector
that net non -interest incomes to be increased and activities to be performed in an efficient
manner. It is considered that banks which decrease operational costs in new living space,
expanding/improving product and service webs shall operate more efficiently. Advantages
procured in activity increases the changes of banks to survive in competition environ ment.

Development of activity of deposit banks operate in banking sector is analyzed by means of
intermediation approach using data enveloping method. In intermediation approach, is
exercised through conventional intermediation function. According to this approach, banks
are considered as companies using capital and work labor in order to transform deposit and

other foreign resources to loans.

According to analysis results, activity of banking sector generally fluctuated. In 2008, activity

values increase d when compared to previous year. Values belonging to the banks of which

activity degree is below one increased until 2006 and remained unchanged in 2007 and 2008.

This situation is interpreted as the difference between average activity widened from this y ear
on while the said banks converged to average activity in the system until 2006 and activity
performances of the said banks decreased below sector average.

Average Efficiency Scores Average Efficiency Scores

1,000 1,000

0,975
0,975

0,950

0,925
0,950

0,900

0,875 0,925

2002 2003 2004 2005 2006 2007 2008 2002 2003 2004 2005 2006 2007 2008

Banks with Average Efficiency Score

Large Scale Medium Scale Small Scale

Banks with Inefficient Scores
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2.1.3. Consumer Loans

Table 2.1-4: Consumer Loans Concentration Indicators

Consumer Loans (%) 2002 2003 2004 2005 2006 2007 2008
First 5 Banks 59,6 68,3 66,7 63,1 60,6 59,6 58,9
First 10 Banks 86,9 91,2 91,7 86,8 87,0 87,2 87,3
HHI 931 1.088 1.082 979 928 905 907
Distribution by Scée
Big-scale 65,3 71,6 71,8 69,2 70,5 71,3 72,4
Medium-scale 32,1 27,3 26,7 25,5 24,2 24,4 23,8
Smallscale 2,6 11 14 5,2 54 4,3 3,8
Total 100,0 100,0 100,0 100,0 100,0 100,0 100,0
Functional Distribution
Deposit Banks 100,0 1000 99,9 96,6 96,5 97,1 97,5
Development and Investment 0,0 0,0 0,1 0,0 0,1 0,3 0,3
Participation Banks 0,0 0,0 0,0 3,3 3,3 2,6 2,2
Total 100,0 100,0 100,0 100,0 100,0 100,0 100,0
When analyzed concentration indicators of consumer loans which has 71% share within

personal loans as of December 2008, it is observed that the share of first 5 banks within
consumer loans decreased by 0.7 point when compared to the end of previous year while

the share of the first 10 banks within total increased by 0.1 poin t. In this period, concentration
in consumer loans displayed no important change when compared to HHI and consumer

loans HHI value increased by 0 points and realized as 907. When the developments are
analyzed as of scale groups, a relative decrease is obse rved in the share of small and
medium -scale banks group in favor of big -scale banks group. Similar to the distribution of
personal loans in functional groups, domination of deposit banks in consumer loans continues

and a decrease is observed in the share 0 f banking loans as of the last two years.

Chart 2.1-4: Consumer Loans Concentration and Functional Distribution
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Table 2.1-5: First 10 Banks Concentration i n Consumer Loans Volume

2004 Share 2006 Share 2007 Share 2008 Share

(%) (%) (%) (%)

1 48#8: d2 156 48#8 . d: 1412 48#8 :d: 141 48#8 :d: 152
2 48do " 14,1 AKBANK 12,84 AKBANK 12,8 48 da "1 118
3 T.VAKIFLAR B. 11,8 48 do "1 1212 48 do "I 121 AKBANK 11,4
4 910) 6 % 9,4 T. VAKIFLAR B. 11,76 48 121, 11,8 48 12!, 111
5 OYAKBANK 8,6 OYAKBANK 8,78 T. VAKIFLARB. 8,8 T.VAKIFLARB. 94
6 HSBC BANK 7,6 HSBC BANK 6,53 &d.!. 3" ! 65 YAPIVE 2 %$c 7,3
7 AKBANK 6,8 91 0) 6 % 5,95 91 0) 6 % 6,0 &d. ! . 3" 68
8 48' 1 21, 5,9 48 "1 21 . 568 T.HALKBANKAS 5,7 T. HALK BANKAS 6,1
9 &d. ! . 3" 3,6 &d. ! . 3" | 487 HSBC BANK 4,9 $%. d: " ! 4,2
10 PAMUKBANK 3,4 T.HALK BAKASI 4,53 OYAKBANK 4,5 ING BANK 4,0
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Housing Loans

In end -2005, housing loans which increased by 5 times when compared to previous year
persisted its deceleration tendency since 2006 and increased by 19.8% in 2008. Housing loans
growth rate having decel erated sharply especially in 2008 did not cause an important
change in the shares of the first 5 and 10 banks within housing loans. HHI value which is
calculated over housing loan shares displayed no noteworthy change either. Share of small -
scale banks gro up in housing loans segment decreased in favor of medium and big -scale
banks groups. When analyzed the distribution of housing loans in functional basis, it is
observed that sector share of participation banks decreased relatively in the last two years.

Table 2.1-6: Concentration Indicators in Housing Loans

Housing Loans (%) 2004 2005 2006 2007 2008
First 5 Banks 63,9 59,7 56,6 56,5 55,8
First 10 Banks 91,9 85,8 86,5 85,2 84,5
HHI 1.048 920 868 844 849
Didribution by Scale
Big-scale 60,6 64,4 66,9 66,1 66,8
Medium-scale 36,6 28,7 25,9 26,6 27,5
Smallscale 2,8 6,9 7,2 7,3 5,7
Total 100,0 100,0 100,0 100,0 100,0
Functional Distribution
Deposit Banks 100,0 95,2 94,4 95,0 95,5
Developmert and Investment 0,0 0,0 0,0 0,2 0,3
Participation Banks 0,0 4,8 5,6 4,8 4,2
Total 100,0 100,0 100,0 100,0 100,0

Table 2.1-7: First 10 Banks Concentration in Housing Loans

Share Share Share Share
2004 (%) 2006 (%) 2007 (%) 2008 (%)

1 HSBC BANK 17,7 AKBANK 12,8 48 "1 21, 129 48 "1 21, 129
2 AKBANK 13,3 48#8: d2 1277 AKBANK 12,4 48#8 :d: 125
3 T.VAKIFLAR B. 11,7 48dwa "I 11,9 48#8 :d: 10,8 AKBANK 11.7
4 48dwa "1 . 109 48" 121 . 10,5 48 dao "1 10,6 &d. ! . 3" ! 98
5 48#8:d2! 104 &d. ! . 3" 8,7 &d. ! . 3" ! 99 48 do "1 89
6 OYAKBANK 8,5 T.VAKIFLARB. 8,4 T. VAKIFLARB. 7,4 91 0) 6 % 8.0
7 48' 12! .4 81 91 0) 6 % 6,6 91 0) 6 % 6,9 T.VAKIFLAR B. 7.8
8 91 0) 6% + 50 HSBC BANK 5,8 T. HALK BANKAS 5,2 T. HALK BANKAS 5.0
9 &d. ! . 3"! 4,3 OYAKBANK 5,2 HSBC BANK 4,9 ING BANK 3.9
10 MILLENNIUM BANK 2,1 T.HALK B. 3,9 OYAKBANK 4,3 HSBC BANK 3.9

When analyzed housing loans by b anks, it is observed that the first 10 banks displayed a
spectacular change in 2004 -2006. There is no change of location observed between bottom
and upper lines in 2007 -2008.
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Box 10: EU Turkey Comparison in Housing Loans and Co  nsumer Loans

In 2003, while housing loans by about 0 400 mi |l | i on we rhbankirgcsectore dthig
number increased by 0 12.6 billion in 2006 and
tendency changed in 2008 and the amount of housing loans accredited by the sector

decr eased Ibilion.Despite thesaid decrease which is the reflection of the deceleration
experienced throughout the economy, high housing loan growth rates achieved in periods in

which global and national economic conjuncture is positive points out that growth poten tial of
housing loans in Turkey is high. As it can be seen in the table below, among EU -27 countries,
Turkey takes 17" place in the amount of housing loans accredited as of 2007. Having
considered that Turkey takes 14 t place before Greece in asset order, it can be considered that
it has a tremendous potential in respect of housing loans.

#11 001 A0 , T AT A O (1¢ /| OEAO #11 001 A0 , 1A
Countries 2003 2004 2005 2006 2007 2003 2004 2005 2006 2007
England 908,3 9745 1.065,2 1.152,8 1.100,2 241,3 265,8 260,6 274,6 260,0
Germany 937,4 949,5 961,2 976,1 967,5 4944 487,9 478,9 463,9 453,8
France 3851 4324 495,1 570,0 643,1 200,4 207,1 215,6 221,8 2329
Spain 277,6 3357 4483 5472 621,22 133,2 147,2 1732 203,0 2227
Netherlands 302,4 331,7 368,6 383,3 392,6 43,1 46,0 47,5 52,3 47,4
Italy 154,4 1850 2T7,2 2444 2656 1559 166,2 1752 186,7 199,3
Denmark 154,1 169,0 193,7 2159 236,9 28,3 30,3 33,9 39,3 46,5
Sweden 84,1 97,9 106,8 125,7 133,8 54,2 57,3 61,5 70,3 74,4
Ireland 55,0 73,7 94,8 111,4 1240 16,6 20,3 24,6 28,5 31,7
Belgium 71,7 80,4 94,7 107,4 1137 24,2 25,2 26,8 27,6 28,4
Portugal 66,5 71,1 79,5 91,9 101,1 18,5 19,9 20,7 23,5 26,8
Austria 39,7 48,1 53,8 60,7 65,1 28,5 46,0 55,9 53,5 56,0
Greece 26,4 32,9 43,0 52,3 63,4 13,6 18,5 22,5 27,7 30,3
Finland 36,0 41,5 48,5 55,3 62,2 17,0 18,5 20,6 22,6 24,4
Poland 8,3 8,8 13,2 20,5 32,8 14,4 19,7 23,7 29,0 40,1
Czech Rep. 4,8 6,9 9,7 13,6 19,4 2,5 3,5 4,7 6,1 8,0
Turkey** 0,4 1,4 8,2 12,6 19,0 7,0 13,0 21,2 24,6 36,6
Luxemburg 8,3 9,3 10,6 12,0 14,7 14,7 14,1 14,2 13,8 13,4
Hungary 5,7 7,8 9,0 10,7 12,4 3,3 4,5 6,0 8,3 11,0
GPSC V.y. V.y. 4,1 55 7,0 V.y. V.y. 8,2 8,5 9,2
Latvia 0,7 1,3 2,5 4,7 6,8 0,4 0,6 1,0 15 1,8
Slovakia 1,4 2,3 3,1 4,6 6,1 0,2 11 1,6 2,4 3,0
Estonia 1,0 15 2,6 4,2 5,6 0,3 0,3 0,6 0,9 1,3
Lithuania 0,6 1,0 1,9 3,0 4,9 V.Y. 0,5 0,8 1,6 2,4
Romania V.y. 0,3 0,8 2,2 3,9 VLY. 2,7 5,0 9,4 15,9
Bulgaria A2 0,5 1,0 1,8 2,9 A2 1,7 25 2,9 4,2
Slovenia 0,6 0,8 14 2,0 2,7 A2 2,6 2,9 3,4 4,2
Malta 1,1 1,2 15 1,8 2,0 0,6 v.y. 0,7 0,8 0,9
PB13 2.361,0 2.592,3 2.916,7 3.214,0 3.436,9 1.160,1 1.219,5 1.278,6 1.328,4 1.371,2
EU 27 3.531,0 3.865,3 4.331,9 4.781,1 5.011,5 1.505,7 1.607,4 1.689,5 1.783,9 1.850,0

*Excluding housing loans.
ce 'O T £ TPPIi h ET OIOER CATIT AOICABOAT Mi GTATGAABETI YEh X AEI T EITS8

Development of Housing Loans Development of Other Consumer Loans
Billion'H Billion'H Excluding Housing
90 20 Greece Finland
70 | Greece Finland 20 | Poland Czech Rep.
Poland Czech Reps Turkey
50 Turkey 30
30 A 20 A
—
10 e 10 1 —
-10 0 T T T T
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2003 2004 2005 2006 2007

BRSA 45 Structural Development s in Banking/ December 2008



Credit Cards

When analyzed credit cards market which is another item among consumer loans in respect

of concentration indicators, it is observed that the said market has concentration indicators

higher than other credit segments. Systematic volumetric growth (annually by 25% at average)

which credit cards produced since 2004 preserved its rate in 2008. Although concentration
indicators in the said market decreased relatively in some years, it is observed as o f end -2008
that shares of the first 5 and 10 banks preserved their shares in 2002  -2003. In 2008, when
evaluated by means of HHI indicator, a relative decrease is determined in respect of
concentration. When analyzed by scale groups, in recent years, a decr ease tendency is
observed in market share of big -scale banks in favor of medium -scale banks. Despite an
increase tendency is observed in the share of participation banks in functional dimension in

recent years, market domination of deposit banks continue e xplicitly .

Table 2.1-8: Credit Cards Concentration Indicators

Credit Cards (%) 2002 2003 2004 2005 2006 2007 2008
First 5 Banks 71,5 75,0 75,6 77,6 80,7 78,5 77,3
First 10 Banks 90,2 91,8 93,7 93,6 94,8 932 92,6
HHI 1.390 1421 1.388 1.447 1.576 1.447 1.355
Distribution by Scale
Big-scale 75,1 76,8 76,4 77,0 78,6 74,1 72,7
Medium-scale 21,8 21,2 22,2 20,0 19,4 24,1 24,2
Smallscale 3,1 2,0 14 3,0 2,0 1,9 31
Total 100,0 100,0 100,0 100,0 100,0 100,0 100,0
Functional Distribution
Deposit Banks 100,0 100,0 100,0 98,8 98,6 98,4 98,1
Development and Investment 0,0 0,0 0,0 1,2 1,4 1,6 1,9
Total 100,0 100,0 100,0 100,0 100,0 100,0 100,0

Chart 2.1-5: Credit Cards Concentration and Functional Distribution
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Table 2.1-9: First 10 Banks Concentration in Credit Cards

Share Share Share Share

2002 (%) 2004 (%) 2007 (%) 2008 (%)

1 YAPI6E % +2 % 26,3 9!10) 6% + 224 9!0) 6% 236 9!'0) 6% - 210
2 48' 12! ..195 48" 121 . 4204 48 '12!.20.1 48 12! . 197
3 48de " 1! 109 AKBANK 13,7 AKBANK 13,8 AKBANK 13.9
4 AKBANK 7,7 48 de "1, 11,8 4 8 BANKASI 12,0 48 de "1 128
5 HSBC BANK 7,1 HSBC BANK 7,2 &d. ! . 3"1 90 &d. ! . 3"1 99
6 T.VAKIFLARB. 54 &d. ! . 3" 1. 67 HSBC BANK 6,9 HSBC BANK 6.7
7 48#8: d2! 43 T. VAKIFLAR B. 4,3 &/ 24d3 ' 22 CITIBANK 25
8 PAMUKBANK 3,6 &/ 24d3 "1 31 T. VAKIFLARB. 2,0 T. VAKIFLAR B. 2.2
9 &d. ! . 3"1 29 $%.d: "1 . 21 CITIBANK 1,9 48#8 :d! 20
10 CITIBANK 25 48#8 :d2!'! 20 $%. d: "1 17 &1 24d3 " 19

2.2. Development of Deposit 8

As of end -2008, size of total deposit and collecte  d funds of banking sector increased by 27.4%
when compared to previous year and amounted to TL 454.6 billion. Decrease tendency of
share within total of the size of FX deposit and collected funds continued in 2008.

Chart 2.2-1: TI-FX Distribution of Deposit
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8 Funds collected by participation banks (current and participation funds) are included in deposit numbers.
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2.2.1. Savings Deposit °

When analyzed savings deposit data of banking sector in respect of concentration, it is
observed that the decrease tendency clarified in end -2004 especially in the sh are of the first 5
banks and HHI indicators continued as of end -2008. Despite the relative increase in 2006,
share of the first 10 banks within total savings deposit supports the decrease tendency in the
concentration which the indicators above refer. In 2 008, a change of location among scale
groups from big and small -scale groups to medium -scale groups, as well as the decrease in
respect of concentration is observed in savings deposit data. When analyzed by functional
grouping, in 2008, no important chang e is determined among groups.

Table 2.2-1: Savings Deposit Concentration Indicators

Savings Deposit (%) 2002 2003 2004 2005 2006 2007 2008
First 5 Banks 69,2 68,8 69,0 66,1 64,2 63,3 62,2
First 10 Banks 84,1 84,5 84,6 83,7 85,2 84,0 83,2
HHI 1.468 1.391 1.490 1.212 1.132 1.094 1.042
Distribution by Scale

Bigscale 76,0 76,8 77,1 75,5 76,4 75,0 74,2

Medium-scale 13,1 13,6 12,6 13,0 11,7 13,7 16,8

Smallscale 10,9 9,6 10,3 11,5 11,8 11,3 9,0
Functional Distribution

Deposit Banks 91,5 91,6 91,2 91,3 90,9 90,3 90,6

Participation Banks 8,5 8,4 8,8 8,7 9,1 9,7 9,4

Chart 2.2-2: Savings Deposit Concentration and Functional Distribution
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2.2.2. Commercial and Public Deposit

As of end -2008, similar to savings deposit indicators, decrease tendency continues in
concentration indicators of commercial and public deposit. In 2006 82008 period, the share of
the first 5 and 10 banks within commercial and public deposit decreased and HHI decreased

by 1.042 point to 1.410 point. Having considered scale groups, while the share of medium -
scale banks increased the share of big and small scale banks decreased in the same period.

9 Data after 2005 is analyzed in this section, due to changes in reporting forms.
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Table 2.2-2: Commercial and Public Deposit Concentration Indicators

Commercial and Public Deposit (¢ 2002

2003 2004 2005 2006 2007 2008
First 5 Banks 84,0 85,1 92,0 74,8 76,2 71,8 70,2
First 10 Banks 98,3 97,8 98,6 94,2 94,0 93,4 92,4
HHI 2.080 1.722 3.226 1.399 1.410 1.305 1.042
Distribution by Scale
Bigscale 58,6 37,9 27,1 88,2 89,4 87,9 86,3
Medium-scale 23,8 33,4 57,5 9,4 8,7 10,6 10,7
Smallscale 17,6 28,7 155 2,3 19 14 3,0

Chart 2.2-3: Commercial and Public Deposit Concentration
%
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2.3. Development of Loan/Deposit Ratio 10

Loan/deposit ratio, which is one of the basic indicators of banking sector in respect of
intermediary activities contributes in the evaluati on of structural developments in the basis of
scale and function groups. In the banking sector in general, systematic tendency of an
increasing ratio of loans to deposit in the period until 2007 decelerated as of end -2008.
Although a deceleration tendency is observed as of scale groups and function groups, apart
from this, a relative decrease is noted in the ratio of loans to deposit in medium and small
scale banks group and participation banks group

Chart 2.3-1: Loan/Deposit Ratio by Scale and Function Groups
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10 Funds collected by participation banks (current and participation funds) are
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Table 2.3-1: Loan/Deposit Ratios

Loan / Deposit (%) 2002 2003 2004 2005 2006 2007 2008
First 5 Banks 32,1 37,2 38,9 52,6 62,6 69,4 72,0
First 10Banks 30,5 37,7 45,9 55,5 65,3 73,7 76,2
HHI
Distribution by Scale 29,7 35,1 42,7 51,5 61,6 69,7 72,4
Big-scale 48,5 65,9 84,9 97,1 102,5 109,3 107,0
Medium-scale 78,9 88,0 101,2 111,7 119,9 96,7 81,7
Sector 36,2 43,5 52,9 62,2 71,2 77,5 783
Functional
Deposit Banks 32,4 39,5 49,2 59,2 68,3 76,6 77,6
Participation Banks 65,5 76,3 81,8 77,4 83,6 94,9 92,6
Sector 36,2 43,5 52,9 62,2 71,2 77,5 78,3
As of end -2008, while loan/deposit ratio increased by 2.7 points in big -scale banks , it

decreased by 2.3 point in medium  -scale banks and by 15 points in small -scale banks. In the
same period, the said ratio increased by 2.6 points for the first 5 banks and by 2.5 points for the
first 10 banks.

Table 2.3-2: Loan/Deposit Ratios of the First 10 Banks by Total Asset

Asset
2002 L/D(%) 2004 L/D(%) 2007 L/D(%) 2008 L/D(%)
1 48#8:d2 128 48#8 :d: 191 48#8 :d: 312 48#8 :d. 365
2 AKBANK 365 48 da " 524 48 dNKASI! 69,3 48 dao " 747
3 48da "1 390 AKBANK 67,4 AKBANK 932 48 121, 9.1
4 48' 121 ..388 9!10) 6% 704 48 '12! . 973 AKBANK 89.8
5 910) 6% 531 T. HALK B. 221 9!0) 6% 884 9!0) 6% 893
6 T.HALK B. 105 48 ' 121 . 599 T. HALK B 60,2 T.VAKIFLARB. 843
7 T.VAKIFLAR B. 30,7 T.VAKIFLARB. 483 T.VAKIFLARB. 828 T. HALK B 64.7
8 +/ K"1! .4 5,0 &d.!.3" 1052 &d.!.3" 1234 &d.! . 3" 1148
9 PAMUKBANK 153 &/ 24d3 87,0 HSBC BANK 1211 $%. d: " 1281
10 &d.!. 3" 552 +/ K" ! .4 545 OYAKBANK 96,4 ING BANK 106.3

When analyzed 2007 -2008 loan/deposit ratios of the first 10 banks as of total asset sizes, it is
observed that loans/deposit ratio of big -scale banks is low, wh ile loan/deposit ratio of banks
close to medium -scale achieved one -to-one rate. Having considered in respect of capital
structure, it is observed that state banks have a lower loan/deposit ratio in comparison to
private banks.

2.4. Banking Transactions

They are included in financial intermediation definition in extensive sense, due to the fact that

they contribute to the function of financial markets by means of some other services and
transactions that banking sector offers, as well as the conventional interm ediation function.
When analyzed banking transactions and other services which Turkish banking sector offers in
respect of service incomes, it is observed that it increased annually by 28.5% average since
2002 and amounted to TL 9.6 billion in end -2008. Bank groups which acquired rather high
banking transaction and service incomes are big -scale banks as of scale basis and private
banks as of ownership.
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Table 2.4-1: Selected Banking Transactions and Service  Incomes

Selected Banking Service Incomes (1) 2002 2003 2004 2005 2006 2007 2008
First 5 Banks 63,5 65,5 66,3 66,5 72,0 67,5 66,5
First 10 Banks 85,6 87,1 89,1 87,8 91,0 89,5 89,2
HHI 989,7 1.033,0 1.044,3 1.066,7 1.158,8  1.093,9 1.076,2
Distribution by Scale (TRY Million )

Bigscale 1.613 2.252 2.954 3.828 5.127 6.106 7.175
Medium-scale 378 525 763 991 1.060 1.547 2.041
Smallscale 137 168 193 255 182 326 361
Distribution by Ownership Group (2)(TRY Million

State 610 637 739 886 1.207 1.342 1.542
Private 1.238 1.875 2.925 3.724 4.203 5.182 6.057
Global 280 433 245 463 959 1.455 1.977
Total 2.129  2.945 3.911 5.074 6.369 7.979 9.576
(1) Amount excluding  import letter of credit commissions, import commissions against goods, import commissions

against documents and bills for collection commissions from Uniform System of Accounts, accounts coded 760
and 761.
(2) Classification according to 51% of and above capital.

When analyzed the selected banking transactions and ser vice incomes in respect of
concentration, it is observed that five banks procured the highest income as of end -2008 has
66.5% of total incomes of the sector, while the said ratio in the first 10 banks increased by
89.2%. As a matter of fact, the said conce  ntration reflected in HH index and the index realized

as 1.076, above the threshold value by 1.000. When analyzed as of scale, it is observed that

big banks dominated structure is maintained also in 2008. When analyzed as of ownership,
private banks contin ue to dominate while global capital banks increased their share in recent

period.

When analyzed the selected other non -interest incomes acquired similarly, it is observed that
increase rate displayed a fluctuating process as of years. As a matter of fact, in 2008, a
decrease by 4% is observed in the said incomes throughout the sector, when compared to

the end of a previous year. Having considered the structural tendencies, state banks could

create higher other non -interest incomes in comparison with other b anks. When analyzed by
scale, a similar situation is noted for big banks. When analyzed the first 5 and 10 bank which
acquired the highest other non  -interest incomes, it is observed that they have share by 62.1%
and 84.3% of sector total, respectively. Th ese rates are also observed in HHI (1.345). TL 306
million of the income the sector acquired from the said activities by TL 458 million as of 2008
belongs to big banks. Having analyzed by ownership, state banks has the biggest amount by

TL 212 million.

Table 2.4-2: Other Selected Non -Interest Incomes

Other Selected NoAnterest Incomes (1) 2002 2003 2004 2005 2006 2007 2008

First 5 Banks 62,7 58,0 61,1 58,2 59,6 56,8 62,1
First 10 Banks 84,2 80,0 81,9 82,1 85,1 84,8 84,3
HHI 1.065,7 936,4 952,5 912,0 933,5 1.019,2 1.3454
Distribution by Scale (TRY million)

Bigscale 293 272 283 293 331 312 306
Medium-scale 46 86 83 106 127 133 117
Smallscale 39 43 39 38 27 32 35
Distribution by Ownerisip Group (2)( TRY million)

State 196 188 178 169 184 187 212
Private 137 140 217 247 234 221 169
Global 45 73 10 21 67 69 77
Total 378 402 405 436 485 477 458
(1) Amount excluding Revenue Stamp Provision, Stamp Evidence, Statement Cost Provision, Incomes from the Sale

of Assets, Subsidiaries, Affiliates and Incomes from the Sale of Stocks in the Quality of Securities Available for Sale,
Incomes from the Sale of Real Estate, Incomes from the Sale of Movables, Fixed Assed Held for Trading , Incomes
from the Sale of Other Assets, Adjustment Account Belonging to Expenses of Previous Years, Leasing Incomes,

Activity Leasing Incomes, Other, Other Incomes from Uniform System of Accounts, accounts coded 790 and 791. 2)

Classification accordingt 0 51% of and above capital.

BRSA 51 Structural Development s in Banking/ December 2008



2.5. Analysis of Intermediary Activities in terms of Activities Abroad

During the process of deposit turning into loan, costs are important in banking sector
performing intermediation function efficiently. Intermediation cost differ ences arise by

countries and sub -regions effect the orientation of the said activities to these regions.

Chart 2.5-1: Intermediary Costs and Change of Location
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Off-shore banking and abroad branc h activities including off -shore banking decreased in

2002-2005 period in respect of loans in comparison to sector total. Decrease observed
intermediation cost indicator which is calculated as credit cost ratio on customer in the same

in

period played an i mportant role in this development in favor of domestic activities. After 2006,
despite the decrease in intermediation costs in 2007, due to the increase in 2008, activities

continue to tend to abroad especially off -shore banking regions

Table 2.5-1: Share of Off -shore Banking Activities within Total

TL FX Total
Years Loans Deposit Loans Deposit Loans Deposit
2002 0,9 1,2 33,0 3,3 19,8 2,4
2003 1,1 1,6 26,9 3,2 12,8 2,4
2004 11 1,7 30,1 4,6 11,3 3,0
2005 1,3 3,7 35,3 6,4 10,6 4,7
2006 0,9 4,1 39,1 7,1 10,7 5,2
2007 0,7 4,1 50,1 7,5 12,6 53
2008 0,2 3,8 53,4 8,4 15,4 54
Table 2.5-2: Share of Off -shore Banking Activities within Abroad

L FX Total
Years Loans Deposit Loans Deposit Loans Deposit
2002 95,4 80,2 81,5 60,5 81,7 64,0
2003 94,0 83,7 79,4 50,9 79,9 59,1
2004 96,5 85,0 76,6 62,5 77,6 68,2
2005 95,2 70,4 73,7 68,8 75,3 69,6
2006 91,7 76,9 73,8 79,4 74,7 78,2
2007 85,2 92,8 80,6 80,7 80,8 86,3
2008 52,1 92,7 81,9 80,2 81,5 85,5
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Table 2.5-3: Share of Abroad Activities within Total

TL FX Total
Years Loans Deposit Loans Deposit Loans Deposit
2002 1,0 1,6 40,4 54 24,2 3,8
2003 1,1 2,0 33,9 6,2 16,0 4,0
2004 1,2 2,0 39,3 7,4 14,6 4.4
2005 1,4 53 47,9 9,3 14,1 6,8
2006 1,0 53 53,0 8,9 14,3 6,7
2007 0,8 4.4 62,2 9,4 15,5 6,2
2008 0,3 4,1 65,2 10,4 18,9 6,3
Within total loans, share of loans accredited by abroad branch es decreased from 2002 to

2006; while increased in following years. The share of loans accredited by abroad branches
within sector total approached around 20%. While in TL loans, this development is on the
contrary, in FX loans the share of abroad branches excluding 2003 increased continuously.

As of end -2008, 65.2% of FX loans were accredited by branches abroad. In 2008, above 80%

of total abroad branch activities on the basis of loans and deposit were conducted by off -
shore banking branches. On this acco  unt, share of off -shore banking having exceeded 50% as

of end -2008 in total loans the banking sector accredited in FX terms is noteworthy.

Table 2.5-4: Intermediation Activities by Branch Types

Share of Loans within Share of Deposit

Loan/Deposit(%) Asset (%) within Liability (%) Profit/Own-funds (%)
Off-Shore Banking Branches
2002 289,9 64,4 22,2 165,9
2003 228,6 53,6 23,4 63,0
2004 196,2 54,1 27,6 80,7
2005 140,5 50,8 36,1 83,1
2006 144,9 48,9 33,7 103,6
2007 189,4 56,1 29,6 64,0
2008 229,9 62,9 27,3 110,9
Branches Abroad
2002 226,9 57,1 25,2 22,0
2003 169,0 46,8 27,7 21,8
2004 172,3 50,1 29,1 67,2
2005 130,0 46,5 35,8 65,2
2006 151,7 48,7 32,1 81,7
2007 202,3 56,8 28,1 67,1
2008 241,0 615 25,5 107,7
Sector
2002 35,5 23,0 64,9 11,2
2003 42,6 26,5 62,2 15,8
2004 52,0 32,4 62,4 14,0
2005 62,2 38,4 61,8 10,9
2006 71,2 43,8 61,6 19,1
2007 80,0 49,1 61,4 19,6
2008 80,8 50,2 62,1 15,5
The fact that intermediation activities having ten ded to abroad regions particularly in off -

shore banking regions is due to convergence activities to arrangement procuring high profit
potential in these areas as well as credit customers beginning to prefer these areas because

of intermediation costs. Pro fit/own -fund indicator presented above seems to support this
finding.
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3. CAPACITY INDICATORS RELATING TO BANKING
3.1. Access Channels to Banking Services
3.1.1. Branching

Turkish Banking System improves continually in respect of number of branches. By the number

of branches, a limited decrease is experienced only in 2003 within the last 7 years. In the
following years, an increasing tendency is observed to continue in the number of branches. As

a matter of fact, as it is seen in the table, total number of branches wh ich was 6.351 in 2002
reached to 9.304 as of December 2008. In parallel with growth desires of current banks,
policies to expand branch webs as well as efforts to increase the number of branches by
strategic investments growing through merger/purchase were effective in the said increase.

Table 3.1-1: Development and Ratio of Number of Branches

2002 2003 2004 2005 2006 2007 2008

Total Number 6.351 6.267 6.474 6.568 7.296 8.117 9.304
Deposit Banks 6.169 6.046 6.186 6.241 6.898 7.653 8.724
Participation Banks 148 189 255 292 356 422 536
Development and Investment Banks 34 32 33 35 42 42 44
% 100
Deposit Banks 97,1 96,5 95,6 95,0 94,5 94,3 93,8
Participation Banks 2,3 3,0 3,9 4,4 4,9 5,2 5,8
Dewelopment and Investment Banks 0,5 0,5 0,5 0,5 0,6 0,5 0,5

When analyzed the number of branches by bank function groups, while it is observed that the
share of deposit banks in comparison to 2002 decreased by 93.8% from 97.1% in 2008, share of
participatio n banks increased by 5.8% from 2.3% in the same period. Share of development
and investment banks remained unchanged by 0.5% in these periods.

Chart 3.1-1: Branch Number Development Index and Branch Developm ent Index per Bank
(2002=100) (2002=100)
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According to the number of branches development index data prepared by taking 2002 as a

basis, branching rate of participation banks increased big ly during 2002 62008. The index which
displayed a horizontal process for deposit banks b egan to increase since 2005. Throughout the
sector, after the basis year, the index which was 99 in 2003 increased steadily in the following

years and amounted to 148 in 2008.

Having analyzed the index which displays the number of branches per bank in sca le basis it
maintains its increase tendency. In medium -scale banks, the said increase tendency is more
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evident. In 2008, the index increased by 138 in big
164 in small-scale banks.

-scale banks, 205 in medium -scale bank and

When analyzed Turkish banking sec tor in respect of the number of branches per bank, it is
observed that the concentration is a relatively low area. This situation is a consequence of the
obligation to open branches independent from the scale at a certain level as a result of the

fact that Turkish banking sector is predominantly retail banking. In 2008, HHI which is
calculated for the said indicator realized as 731.4. Share of the first 5 banks in respect of
branch per bank decreased by 51.2% from 58.4% in 2002 -2008 periods. When analyzed t he
number of branches per bank in scale basis, it is observed that there are 842 branches per

bank in big -scale banks, 324 in medium -scale banks and 24 in small -scale banks.

When analyzed by functional group basis, it is observed that number of branch per bank in
deposit banks increased continually in 2002  -2008 periods which retail banking increased more.
Number of branches per deposit bank increased by 17.5% in 2008 and amounted to 273.

Table 3.1-2: Number of Branches per Bank Concentration Indicators

Branch Number (%) 2002 2003 2004 2005 2006 2007 2008
First 5 Banks 58,4 58,3 57,3 57,3 54,8 51,2 51,2
First 10 Banks 77,5 78,2 77,1 78,8 79,8 77,2 76,5
HHI 902,3 906,3 852,8 891,9 831,0 755,0 731,4
Distribution by Scale (number)

Big-scale 612,1 608,0 642,3 632,4 700,6 744,0 842,0

Medium-scale 157,8 166,0 179,5 197,4 222,0 263,6 3243

Smaltscale 15,0 13,2 20,9 20,5 23,2 22,9 24,0
Functional Distribution (number )

Deposit Baks 154,2 167,9 176,7 183,6 209,0 232,1 272,6

Development and Investment 2,5 2,4 25 2,7 3,2 3,5 3,4

Participation Banks 29,3 32,2 43,6 73,0 71,2 105,5 134,0
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Box 11: Branch Number s EU Comparison

In respect of the number of br anches Turkey takes 7th place in 2007 among EU countries. Although
banking in Turkey is performed with a widespread branch web, it has a tremendous growth potential as it
has not yet been reached to the population for which banking can be performed. Thus, the number of

branches which is lower than companies in similar scale may grow in parallel with the increasing
economic growth.

Number of Branches

2002 2003 2004 2005 2006 2007
EU27 V.y. 206.956 211.442 214.925 228.601 233.581
PB13 V.y. 168.730 168.476 169.644 181.499 183.981
Spain 39.009 39.750 40.603 41.979 43.691 45.500
Germany 50.868 47.244 45.331 44.044 40.282 39.777
France 26.162 25.789 26.370 27.075 40.013 39.560
Italy 29.948 30.501 30.950 31.504 32.334 33.227
England 13.867 13.646 13.386 13.130 12.880 12.425
Poland VY. 8.688 8.301 10.074 10.934 11.607
Turkey 6.203 6.078 6.219 6.537 7.296 8.117
Romania V.y. 3387 3031 3533 4470 6340
Portugal 5.348 5.397 5.371 5.422 5.618 6.030
Bulgaria V.. A2 5606 5629 5569 5827
Belgium 5.550 4.989 4.837 4.564 4.574 4.425
Austria 4.466 4.395 4.360 4.300 4.258 4.266
Greek 3.263 3.300 3.403 3.543 3.699 3.850
Netherlands 4.269 3.883 3.798 3.748 3.456 3.604
Hungary 2.992 3.003 2.987 3.125 3.243 3.387
Denmark 2.128 2.118 2.119 2122 2.152 2194
Czech Rep. 1.722 1.670 1.785 1.825 1.877 1.862
Sweden 2.054 2.069 2.018 2.003 2.004 1.846
Finland 1572 1.564 1.585 1.616 1.709 1.638
Slovakia 1.020 1.057 1.113 1.142 1.175 1.169
Ireland 926 924 909 910 935 1158
Lithuania n.a. 723 758 822 892 970
Cyprus 993 983 977 951 941 921
Slovenia 721 725 706 693 696 711
Latvia 567 581 583 586 610 682
Estonia 198 197 203 230 245 266
Luxemburg 271 269 253 246 234 235
Malta 99 104 99 109 110 104

In 2007, while the number of branches in Turkey increase  d by 821 when compared to previous year, it
increased by 1.809 in Spain. In the year mentioned number of newly opened branches in Turkey realized
higher than Poland, Portugal and Bulgaria which are EU member.

Change of Number of Branches as of Previous Y  ear

193002:100 Index of Number of Branches
2003 2004 2005 2006 2007 170
Romania v.y. -356 502 937 1.870 150
Spain 741 853 1.376 1.712 1.809 130
Italy 553 449 554 830 893 110
Turkey 125 141 318 759 821 0
70
Poland A2 -387 1.773 860 673
2002 2003 2004 2005 2006 2007
Portugal 49 -26 51 196 412 Spain Italy Poland
. Turkey Romania Portugal
Bulgaria vy. vy. 23 60 258 Bulgaria
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3.1.2. Employment

Despite the negative effects of global financial crisis on employment all over the world, Turkish
Banking Sector continued to grow in end -2008, number of employees increased by 8.9% when
compared to previous year and reached to 182.667 person s. This development in
employment is indicative of the positive contribution of banking sector to general economy.

Having considered by function groups, while the share of deposit and development and
investment banks in the total number of personnel decrea sed during 2002 -2008, share of
participation banks increased. In the said period, share of deposit banks decreased by 91.1%

from 93.5%, while share of participation banks increased by6% from 2%. The fact that the
number of personnel of development and inve stment banks decreased in comparison to 2002
was effective in the decrease of the share of these banks within total number of personnel.

Table 3.1-3: Number and Distribution of Employees

2002 2003 2004 2005 2006 2007 2008
Total Number 126.539 127.532 132.734 138.724 150.793 167.760 182.667
Deposit Banks 118.321 118.603 122.592 127.851 138.426 153.212 166.328
Participation Banks 2.530 3.502 4.790 5.747 7.112 9.187 11.032

Development and Investment Baks ~ 5.688 5.427 5.352 5.126 5.255 5.361 5.307
%

Deposit Banks 93,5 93,0 92,4 92,2 91,8 91,3 91,1
Participation Banks 2,0 2,7 3,6 4,1 4,7 55 6,0
Development and Investment Banks 4,5 4,3 4,0 3,7 3,5 3,2 2,9

During 2002 82008, number of personn el development index in development and investment
banks group in respect of increase rate displayed a horizontal process and decreased slightly

and it is observed that the said index for deposit banks is the main determinant of sector index

and participat ion banks index increased high above the sector average. As of end -2008,
value of the said index increased by 144 for the sector in general and 436 for participation

banks.

Chart 3.1-2: Number of Employees Development Index
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In parallel with the increase in the number of branches per bank, number of employees per

bank increased generally, especially after 2002. As well as this increase, developments are
determined indicating that concentration decreased m ore, according to concentration
indicators concerning the number of employees per bank in the period after 2005.

Number of employees per bank in big ~ -scale banks increased by 35% in 2002 -2008 periods and
reached to 15.790. The said number is 6.281 persons  in medium -scale banks and 644 persons in
small-scale banks. When analyzed in respect of scale, there is a decrease in the number of
employees per bank in small -scale banks. When analyzed in functional basis, it is observed
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that number of employees per bank
participation banks and 408 persons in development and investment banks.

Table 3.1-4: Number of Employees per Bank  Concentration Indicators

in deposit banks is 5.198 persons, 2.758 persons in

Number of Empbyees (%) 2002 2003 2004 2005 2006 2007 2008
First 5 Banks 52 52 50 50 51 49 48
First 10 Banks 74 71 72 74 72 74 74
HHI 780,0 774,0 706,0 722,0 727,0 678,0 670,5
Distribution by Scale (number)

Big-scale 11.693 11.740 12.233 12438  13.67 14.678  15.790

Medium-scale 2.696 3.052 3.449 4.368 4.807 5.170 6.281

Smallscale 302 367 508 570 597 676 644
Functional Distribution (number)

Deposit Banks 2.957 3.705 3.831 3.760 4.194 4.643 5.198

Development and Investment Banks 408 390 386 394 404 412 408

Participation Banks 471 700 958 1.437 1.778 2.297 2.758

BRSA

58 Structural Development s in Banking/ December 2008



Box 12: Number of Employees EU Comparison

As of end -2007, number of personnel employed in Turkish banking sector reached 167.760.
Turkish banking sector, with the number of personnel it employed, included in the first 10 in EU
region in 2007. EU countries employment increase in banking sector is procured by opening

new establishments and/or branches. Increase in the number of personnel in Turki sh banking
sector is realized by opening new branches
Development of Number of Personnel in EU and Turkey
Number 2002 2003 2004 2005 2006 2007
EU27 vy. 3.130.447 3.129.775 3.124.757 3.181.304 2.787.038
PB13 vy. 2.220.876 2.197.112 2.204.486 2.250316 2.276.572
Germany 753.950 725.550 712.300 705.000 692.500 690.900
France 430.178 435.725 432.326 434.354 474.566 478.615
England 501.787 487.772 490.436 461.654 453.045 v.y.
Italy 340.440 336.661 336.354 335.726 339.683 341.538
Spain 243.429 243.462 246.236 252.831 261.890 275.506
Poland 161.814 154.569 150.037 158.130 162.125 173.955
Turkey 124.009 124.030 127.944 138.724 150.793 167.760
Netherlands 125.911 120.539 118.032 120.165 116.500 114.424
Austria 74.048 73.308 72.858 75.303 76.23 77.731
Belgium 75.370 73.553 71.347 69.481 67.957 67.080
Romania v.y. 46.567 49.702 52.452 58.536 66.039
Greece 60.495 61.074 59.337 61.295 62.171 64.713
Portugal 55.679 54.350 53.230 54.035 58.213 60.975
Denmark 47.613 46.443 46.372 47.579 46.394 49.644
Sweden 45,961 44.389 44.242 44,943 47.069 44,056
Hungary 35.045 35.725 35.558 37.527 39.302 41.905
Ireland 36.585 35.658 35.564 37.702 39.154 41.865
Czech Rep. 40.534 39.658 38.666 37.943 37.825 40.037
Bulgaria VY. A2 22.467 22.945 26.738 30.571
Luxemburg 23.300 22.513 22.549 23.224 24.752 26.139
Finland 27.190 26.667 25.377 23.644 24.769 25.025
Slovakia 20.532 19.812 19.819 19.773 19.633 19.779
Latvia 8.267 8.903 9.655 10.477 11.656 12.826
Slovenia 11.855 11.816 11.602 11.726 11838 12.051
Cyprus 10.613 10.480 10.617 10.799 10.845 11.286
Lithuania 8.420 7.557 7.266 7.637 8.624 10.303
Estonia 3.934 4.280 4.455 5.029 5.681 6.319
Malta 3.459 3.416 3.371 3.383 3.515 3.756

When compared the number of personnel employed in banki

ng sector in EU region countries in 2007 data

with 2002 data, it is observed that England, Germany, Netherlands, Belgium, Sweden, Finland, Slovakia
and Czech Republic constitute the group of countries which the number of personnel decreased,
Portugal, Malt a, Poland, Greece, Cyprus, Austria, Denmark, Slovenia and ltaly constitute the group of
countries which the number of personnel remained unchanged, Ireland, Spain, Luxemburg and France

constitute the group of countries which the number of personnel increas

ed and Turkey, Latvia, Estonia,

Romania, Bulgaria, Lithuania and Hungary constitute the group of countries which increase of the number

of personnel leaped forward.

employment in EU region

Poland.

Change of Number of Employee

As of 2007, the first five countries which contributed most to the

when compared to previous year

Contribution to Employment (2007)

are France, Turkey, Spain, Romania and

Index

2002

2003

2004 2005

2006

2007 Country Change Country Change Country Change Country Change
Estonia 100 109 113 128 144 161 France 48.437 Portugal 5.296 Denmark 2.031 Slovakia -753
Latvia 100 108 117 127 141 155 Turkey 43.751 Ireland 5.280 Lithuania 1.883 Sweden -1.905
Romania vy. 100 107 113 126 142 Spain 32.077 Latvia 4.559 ltaly 1.098 Finland -2.165
Bulgaria vy. wvy. 100 102 119 136 Romania 19.472 Greece 4.218 Cyprus 673  Belgium -8.290
Turkey 100 100 103 112 122 135 Poland 12.141 Austria 3.683 Malta 297 Netherlands -11.487
Lithuania 100 90 86 91 102 122 Bulgaria 8.104 Luxemburg 2.839 Slovenia 196  England -48.742
Hungary 100 102 101 107 112 120 Hungary 6.860 Estonia 2.385 Czech Rep. -497 Germany -63.050
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3.1.3. ATM
In banking sector, number of ATM&6s which are among
in parallel with the growt h trend in the sector. Although predominant, the share of deposit
banks in the number of ATM decreased. Share of participation banks in total number of ATM
was 1.9% in 2004 and 3.1% in 2008.
Table 3.1-5: Numbe r of ATM and Functional Distribution
2002 2003 2004 2005 2006 2007 2008
Number 12.035  12.726  13.819  14.836 16.513  18.795  21.953
Deposit Banks 12.035 12.726 13.556 14.529 16.133 18.295 21.274
Participation Banks - - 263 307 380 500 679
Development ard Investment Banks 0 0 0 0 0 0 0
Functional Distribution
Deposit Banks 100,0 100,0 98,1 97,9 97,7 97,3 96,9
Participation Banks - - 19 2,1 2,3 2,7 3,1
Development and Investment Bank: 0,0 0,0 0,0 0,0 0,0 0,0 0,0

As of 2008, number of ATM per bank development index reached 174 in big -scale banks, 201
in medium -scale banks and 378 in small -scale banks. While the number of ATM per bank for
deposit banks is 665, this number is 170 for participation banks.

Chart 3.1-3: Number of ATM per Bank Development Index
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In parallel with the branch per bank indicator, number of ATM per bank increased generally

after 2002 and this situation reflected to concentration indicators positively. Thus, HHI which

was above the threshold value by 1.000 (refers to moderate concentration) in 2002, it was

about 900 (refers to low concentration) in following years excluding 2006. While the share of

the first 5 banks in the number of ATM per bank decreased by 9.3 points to 57.8% in 2007,
when compared to 2002, it increased by 1.1 point in 2008 when compared to previous year

and realized as 58.9%. In 2008 when compared to 2002, number of ATM per bank increased

by 74%in big -scale banks; 120.9% in medium -scale banks; 289.5% in small-scale banks. Number
of ATM per bank of deposit banks increased by 120.9% in the period mentioned to 665. The

said number amounted to 170 for participation banks.

BRSA 60 Structural Development s in Banking/ December 2008

servi



Table 3.1-6: Number of ATM per B ank Concentration Indicators

Number of ATM (%) 2002 2003 2004 2005 2006 2007 2008
First 5 Banks 67,1 63,8 60,8 60,3 60,1 57,8 58,9
First 10 Banks 89,2 87,7 87,0 87,5 89,0 88,0 87,4
HHI 1.075,7 995,4 952,2 963,5 1.015,1 914,5 916,9
Distribution by Scée (number)
Big-scale 1.320,6 1.364,7 1.516,3 15879 1.7559 1.949,3 2.297,3
Medium-scale 288,8 330,0 341,6 425,0 489,1 562,4 638,0
Smallscale 5,8 9,2 17,1 20,2 22,2 18,6 22,6
Functional Distribution (number)
Deposit Banks 300,9 353,5 387,3 427,3 488,9 554,4 664,8
Development and Investment Banks 0,0 0,0 0,0 0,0 0,0 0,0 0,0
Participation Banks 23,0 39,0 52,6 76,8 95,0 125,0 169,8
3.1.4. POS
In parallel with these developments, number of point -of sale devices (POS) increas ed clearly

in Turkish banking sector, which retail banking services increase and becomes important
gradually. From 2007 to the end of 2008 which data in bank basis began to be collected, this
increase comes through. In the said one  -year period, increase in  total number of POS
exceeded 15%.

When analyzed the distribution of number of POS by bank scales, it is observed that big banks
are bigly dominant (by71.6% as of 2008). This situation can be observed also in HHI. In 2007
and 2008, HHI realized as 1.177,7 and 1.165,1, respectively which infers to a moderate
concentration in this field.

Table 3.1-7: Number of POS per Bank Concentration Indicators

Number of POS (%) 2007 2008 iPp 3
First 5 Banks 70,1 69,4 0,7
First 10 Banks 90,4 89,0 -1,3
HHI 1.177, 1.165,1 -12,6
Distribution by Scale (number)

Big-scale 1.181.46! 1.351.57( 14,4

Medium-scale 389.694 458.992 17,8

Smallscale 58.224 75.845 30,3
Functional Distribution (number)

Deposit Banks 1.534.998 1.759.885 14,7

Participation Banks 94.385 126.522 34,0

3.1.5. Credit Card and Bank Card

Number of credit cards approached to 44 million as of end -2008. Concentration in credit
cards was in deposit banks by 96% as of end  -2008. While the share of these banks continues to
increase due to the growth they produced, share of deposit banks decreased relatively. As of

end -2008, 88.1% of sectoral credit cards belong to the first 10 banks while 71% belong to big -
scale banks.
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Table 3.1-8: Credit Card per Bank Concentration

. 2002 2003 2004 2005 2006 2007 2008
Credit Card
Number % Number % Number % Number %  Number %  Number % Number %
First 5 Banks 10.054.245 64 12.176.13¢ 61 16.69.812 63 19.221.73: 64 21.784.19t 67 24.216.804 65 28.198.561 65
First 10 Banks 13.690.572 87  17.137.91: 86 22.878.279 86  26.553.320 89 29.230.022 90  33.321.065 89  38.364.219 88
HHI 1.036,08 976,48 999,91 1.063,92 1.124,39 1.071,54 1.063,9

Distribution by Scale

Big-scale 11.308.261 72 16.591.71 84 18.151.93° 68 20.949.838 70 23.081.641 71 26.249.276 70 30.646.866 71
Medium-scale 3.734.258 24 4.317.207 22 6.373.124 24 7.053.323 24  7.738.947 24 10.076.653 27 11.620.391 27
Smaliscale 334.699 2 939.783 5 1.155.32: 4 869.009 3  1.006.504 3 1.009.250 3 1.126.768 3

Functional Distribution

Deposit Banks 15.702.806 100 19.836.677 100 26.616.451 100 29.522.11. 98  31.862.631 98  36.414.817 98  41.868.493 96
Participation Banks V.. V.. V.. 456.132 2 570.702 2 920.362 2 1525532 4
Total 15.702.806 19.862.573 26.680.478 29.978.243 32.433.333 37.335.17¢ 43.394.025

As of end -2008, number of bank cards grew by 9% when compared to previous year and
approached to 61 million levels. Share of deposit banks in the sector is still very high and 97%
as of end -2008. In this period, share of participation banks reached 3%. In end -2008, share of
the first 10 banks in bank cards is 91% while the share of big  -scale banks is 81%. It is notewor thy
that concentration concerning bank cards approached to 91% in the first 10 banks.

Table 3.1-9: Bank Card per Bank Concentration

2002 2003 2004 2005 2006 2007 2008
Bank Card

Number % Number % Number % Number % Number % Number % Number %
First 5 Banks 25.770.960 74 28.633.541 72 31.150.45C 72 35.044.341 73 42.557.559 80 38.003.360 68 39.560.412 65
First 10 Banks 32.611.407 93 36.915.599 93 40.007.590 93 45.025.341 93 50.683.064 95 51.597.92 93 55.124.330 91
HHI 1.579,10 1.506,30 1.435,40 1.381,60 1.370,80 1.176,70 1.090,80

Distribution by Scale

Big-scale 31.501.70C 90 34.972.753 88 37.042.055 86 41.415.630 86 46.041.615 86 46.475.445 84 48.969.183 81
Medium-scale 2949598 8 2.615.481 7 3.669.281 9 3425835 7 3.867.803 7 8584.934 15 10.888.096 18
Smaliscale 606.010 2 1975223 5  2.400.692 6 3.351.10 7 3.554.639 7 449.713 1 694.205 1

Functional Distribution

Deposit Banks 35.057.308 100 39.563.457 100 43.112.02€ 100 47.743.934 99 52.775.957 99 54.408.244 98 58.779.297 97
Participation Banks V.y. VY. VY. 448.632 1 688.100 1 1.101.848 2 1.772.187 3
Total 35.057.308 39.563.457 43.112.02¢ 48.192.566 53.464.057 55.510.092 60.551.484

3.2. Branch and Employee Based Productivity Indicators
3.2.1. Branch Based Productivity Indicators

When analyzed sum of asset per branch in the Turkish banking system, the most striking matter

is that HHI indicator which was 805. 7 in 2007 increased by 1.084 (to the moderate
concentration level). Especially 2007 -2008 periods in which global financial crisis depended,

the increase observed in HHI and the share of the first 5 and 10 banks is considerable. On the

other hand, asset per branch increased continually in 2002  -2008 periods and amounted to TL
92.3 million from TL 36 million in big -scale banks; TL 46.2 million from TL 25.3 million in medium -
scale banks; TL 83.7 million from TL 43.9 million in small -scale banks. However, in 200 7-2008
periods, asset per branch of big -scale banks increased by 11.7%, while this ratio was 7.3% and
5.1% in medium and small -scale banks, respectively. The increase in the number of branches

of medium -scale banks played a role in this development.
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Table 3.2-1: Asset by Branch

Asset by Branch (%) 2002 2003 2004 2005 2006 2007 2008
First 5 Banks 57,1 58,3 61,2 63,9 55,5 55,9 62,9
First 10 Banks 73,8 76,2 79,0 80,5 78,4 75,1 77,4
HHI 1.320,3 1.266,6 1.24,8 1.142,2 832,1 805,8 1.084,2
Distribution by Scale (TL million)

Big-scale 36,0 43,9 51,4 68,0 76,7 82,7 92,3

Medium-scale 253 27,9 35,5 47,0 48,0 43,1 46,2

Smallscale 439 49,6 52,8 54,1 58,7 79,7 83,7
Functional Distribution (TLmillion)

Deposit Banks 33,0 39,6 47,7 61,5 68,2 70,9 78,4

Development and Investment Banks ~ 269,7 311,0 343,2 367,6 365,3 449,7 521,4

Participation Banks 33,0 294 28,1 34,1 38,6 46,1 48,1
A similar concentration tendency is observed in credit sum per branch in 2007 -2008 periods. In

this period, HHI increased by 1.292,4, above one of the threshold values (1.000) and
concentration increased. Similarly, the share of the first 5 and 10 banks increased. The
increased observed especially int he share of the first 5 banks by 6.6 points is noteworthy.
While credit sum per branch was around TL 42  -44 million in big and small -scale banks; it is TL
28.4 million in medium -scale banks. This situation is a result of the efforts of medium  -scale banks
to increase market shares in retail banking field.

Table 3.2-2: Credit per Branch

Credit by Branch (%) 2002 2003 2004 2005 2006 2007 2008
First 5 Banks 75,6 67,7 63,5 70,7 62,7 59,0 65,6
First 10 Banks 85,0 78,8 71,6 77,7 72,2 72,4 74,9
HHI 23783 24312 1929,2 1.813,7 1.179,1 9092 1.292,4
Distribution by Scale (TL million)

Bigscale 7.4 10,2 14,7 23,0 30,7 37,4 43,9

Medium-scale 7,3 10,2 21,9 25,8 28,0 27,6 28,4

Smallscale 16,5 196 11,9 25,1 29,9 42,4 42,8
Functional Distribution (TL million)

Deposit Banks 7,3 10,1 15,2 23,1 29,4 34,3 38,8

Development and Investment Banks 121,1 149,7 160,8 170,3 171,4 213,6 266,2

Participation Banks - 17,7 18,6 22,2 26,2 33,1 329

When analyzed deposit concentrations per branch, the increase in concentration is
noteworthy. In 2008, HHI indicator increased by 1.147 from 419 in 2007. Similar to HHI, share of
the first 5 and 10 banks increased evidently. Sum of deposit per branch i n big -scale banks
increased continually and amounted to TL 60.6 million from TL 24.9 million in 2008 when
compared to 2002; TL 26.6 million from TL 17.8 million in medium  -scale banks; TL 34.6 million
from TL 15.6 million in small-scale banks. Sum of deposi t per branch of big -scale banks
increased by 12.9% in 2008 when compared to previous year, while this ratio was 5.9% in
medium -scale banks and 12.5% in small -scale banks. When analyzed in functional distribution,

it is observed that the increase in deposit per branch of deposit banks was 11.9% in the same
period, while it was 1.2% in participation banks. The increase in the number of branches of
participation banks played a role in this development.
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Table 3.2-3: Deposit per Branch

Deposit per Branch (%) 2002 2003 2004 2005 2006 2007 2008
Eirst 5 Banks 27,7 26,7 32,3 29,7 35,4 311 51,4
Eirst 10 Banks 46,0 44,5 51,8 48,6 53,8 52,0 66,5
HHI 341,8 346,7 398,9 374,0 519,2 418,9 1.147,1
Distribution by Scée (TL million)

Bigscale 24,9 29,0 34,4 44,7 49,9 53,7 60,6

Mediumscale 17,8 18,2 21,9 26,6 27,3 25,1 26,6

Smaliscale 15,6 18,7 21,0 22,4 24,8 31,0 34,9
Functional Distribution (TL million)

Deposit Banks 224 25,7 309 39,0 43,0 44,6 49,9

Participation Banks 28,5 23,0 22,8 28,7 31,3 35,1 35,5
Another indicator in respect of productivity is profit amount per branch. When the sector is
considered within this scope, it is noted that the average of the said ratio increas edby TL 1.4

million in 2008 from TL 1 million in 2004. Furthermore, although total number of branches

exceeded 9.3000 in this period from 6.500 levels, it is noteworthy that these rates maintain their

development.

Table 3.2-4: Profit of Period per Branch

Profit of Period per Branch (%) 2004 2005 2006 2007 2008
Distribution by Scale (TRY thousand)
Big-scale 1.087 311 1.666 2.239 1.691
Medium-scale 509 892 95.843 955 727
Smallscale 18.007 20.494 25.732 15.572 14.479
Functional Distribution (TRY thousand)
. 14.749 10.17: 41.275 6.231 6.046
Deposit Banks
11.28:  29.086 29.751 29.651  26.820
Development and Investment Banks
429 889 1.072 1.216 1.21F

Participation Banks
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Box 13: EU Turkey Comparison in Capacity Indicators

When analyzed capacity indicators generally, the factor which strikes the attention first is the

fact that Turkish banking sector displays a tremendous growth potential. Having considered

the cou ntries which can be compared especially by demographic scale and geographic size

(e.g. France), it is observed that Turkish banking may present extreme opportunities. While
Turkish banking sector is below EU -27 average in respect of asset size per employee , it is
behind Greece, Belgium and Netherlands which can be regarded similar in respect of GDP

size. In Population indicator per ATM, while Turkey is behind France which resembles in
demographic and geographic scale, it approached yet more passed England w hich is close
to Turkey by population however one third of Turkey by area. Same structural tendencies mat

be determined when analyzed other capacity indicators. Consequently, Turkish banking

sector is open for improvement despite its strong growth in respe ct of both its service supply
and demand potential.

Number of  Population Population
Credit per Credit  Population per Population  Population Per Employee
Country Institution  Institution per ATM  Employee per Branch Density 1 OOAOD j
Luxemburg 156 3.079 2.044 1.086 18 186 35.022
Ireland 81 53.613 3.750 1.287 104 62 31.945
England 390 155.854 4.892 1.002 134 248 21.783
Denmark 189 28.889 2.489 1.758 110 127 19.700
Belgium 110 96.564 2.400 756 158 321 19.347
Sweden 201 45.512 4.956 3.235 208 20 19.202
Netherlands 341 48.026 4.544 2.014 143 401 19.183
France 808 78.679 1.607 1.322 133 115 13.962
EU27 8.348 59.401 2.123 1.362 153 114 12.676
PB13 6.128 52.098 1.735 1.203 140 126 12.437
Finland 360 14.689 3.228 1.606 211 16 11.497
Austria 803 10.356 1.949 1.037 107 99 11.459
Germany 2.026 40.603 2.068 1.528 119 230 10.946
Spain 357 125.696 986 754 163 89 10.690
Malta 22 18.603 3.935 2.607 109 1.279 10.066
Italy 821 72.252 1.785 1.349 174 197 9.755
GPSC 215 3.663 855 1.474 70 85 8.076
Portugal 175 60.619 1.759 721 174 115 7.218
Greece 63 177.329 2.902 1.654 173 85 5.923
Slovenia 27 75.032 2.849 1.321 168 100 3.609
Czech Rep. 56 184.250 5.541 3.129 258 131 3.497
Estonia 15 89.493 5.047 1.465 212 30 3.261
Hungary 206 48.814 2.969 2.643 240 108 2.589
Slovakia 26 207.560 4.616 2.702 273 110 2.544
Latvia 31 73.402 3.336 2.403 177 35 2.403
Lithuania 80 42.194 3.480 2.962 328 52 2.312
Turkey (2008) 49 1.459.533 7.687 3.258 392 93 1.873
Poland 718 53.086 3.284 3.837 219 118 1357
Romania 42 512.201 3.393 3.575 326 91 1.092
Bulgaria 29 263.456 1.311 2.103 250 69 1.022
16,0 2(5)8 | 1000 Pop. per Branch
14,0 4 Asset per Employee 350 | person
12,0 o |
10.0 ~ 250 |
8,0 200 - 392
6,0 - 150 |
40 100 +
2.0 1 50 |
00 - = 0
] ~ ] 0] S c ]
T 15 g I 0] o

~
©
[}
o
N
=
>
(]
X
=}
[

BRSA 65 Structural Development s in Banking/ December 2008

Tukey (2008)



3.2.2. Efficiency Indicators based on Personnel

When the asset amount per personnel which is the leading capacity and efficiency indicators

is analyzed, it is se en that there is a high capacity for progress in the Turkish banking sector
comparing to the EU. The asset amount per personnel has reached to TL 4 million as of 2004 in

parallel with the growth seen in the banking sector. It is observed that this ratio ha

a lower speed in medium  scale banks which seem more ambitious for organic growth,

especially after 2005.

Table 3.2-5: Asset Amount per Personnel

s grown with

Asset Amount per Personnel (TL Thousand) 2004 2005 2006 2007 2008
First 5 Banks 10.158 11.33¢8 12.740 11.479 13.284
First 10 Banks 7.538 8.522 9.215 9.050 9.870
Distribution by Scale
Big Scale 2.763 3.500 4.005 4.240 4.940
Medium Scale 1.692 1.705 2.099 2.566 2.331
SmallScale 3.264 3.827 4.346 4.481 4.775
Functional Distribution
Deposit Banks 2.957 3.174 3.888 3.898 4.244
Development and Investment Banks 3.387 4.516 4.499 5.214 5.398
Participation Banks 1.562 1.794 1.979 2.175 2.399

Furthermore, it is observed that the asset  amount per personnel is higher in
banks than in medium scale ones. When the functional distribution is observed within the sector, it
is seen that participation banks did not present a similar increase in asset amount per personnel as

the other banking groups because of their growth.

Table 3.2-6: Loan Amount per Personnel

big and small scale

Loan Amount per Personng(TL Thousand) 2004 2005 2006 2007 2008
First 5 Banks 2.630 2.812 3.121 3.315 4.623
First D Banks 1.904 1.904 2.547 2.872 3.530
Distribution by Scale
Big Scale 852 1.249 1.685 2.004 2.429
Medium Scale 755 912 1.204 1.182 1.426
SmallScale 780 931 1.11: 1.301 1.458
Functional Distribution
Deposit Banks 605 859 1.097 1250 1.442
Development and Investment Banks 117z 1.203 1.446 1.638 1.944
Participation Banks 1.044 1.171 1.353 1.584 1.637

A similar structure is observed in loan amount per personnel. Dependent on the increasing
loan volume due to the canalization of the banking sector to intermediation activities, the
loan amount per personnel has increased but when the banks within the sector are analyzed

by scale and function, there is still a settled structure. The loan amount per personnel of the
sector has reache d to TL 2 million as of 2008 which is equivalent to the 50% of the asset
amount per personnel. Especially when looked by asset size and loan, it is seen that the
financial institutions having an expanded branch and personnel network and working strategy
throughout Turkey , and willing to have a certain market share within the retail banking sector in
which there is a high competition are conducting these activities with more personnel than the
others.
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Table 3.2-7: Deposit Amount per Personnel

Deposit Amount per Personnel (TL Thousand) 2004 2005 2006 2007 2008
First 5 Banks 2.016 2.591 2.740 2.933 5.720
First 10 Banks 1.773 2.162 2.425 2.649 4.320
Distribution by Scale
Big Scale 1.812 2.289 2.575 2.726 3.233
Medium Scale 893 930 1.12] 1.108 1.367
SmallScale 467 554 621 735 1.253
Functional Distribution
Deposit Banks 904 1.11C 1.296 1.435 2.156
Participation Banks 1.272 1514 1.617 1.671 1.794

When the deposit amount per personn el which has reached to TL 2.5 million in 2008 is
analyzed by basic tendencies, it is seen that the average of big scale banks is distinctively
different from the sector average. There was no shift in deposit in year 2004 during which the
deposit guarante e was limited; it is observed that the customer loyalty is high in the Turkish
banking system. This situation is also reflected on the deposit amount per personnel indicator.
Deposit amount per personnel has increased from TL 908 thousand in 2004 to TL 2.2 million in
2008 in deposit banks (138.6%), and from TL 1.3 million to TL 1.8 million in participation banks
(41%). This is also a result of the fast growth of participation banks by branches and personnel
especially within the last five years.

Table 3.2-8: Period Income per Personnel

Period Income per Personnel (TL Thousand) 2004 2005 2006 2007 2008
First 5 Bank 741 616 614 546 526
First 10 Banks 442 403 382 388 410
Distribution by Scale
Big Scale 55 25 85 111 89
Medium Scale 23 38 39 65 36
SmallScale 115 135 83 140 146
Functional Distribution
Deposit Banks 107 80 82 104 104
Development and Investment 76 179 66 189 178
Participation Banks 22 43 53 56 59

When the period incom e per personnel is analyzed, it is seen that the profitability of the sector

is continuing. When analyzed by structures, the profit per personnel is higher in small scale
banks, followed by big scale ones. The development and investment banks have a higher
level of income per personnel, while the participation banks have increased considerably

since 2004 (172.8%).

3.3. Efficiency Indicators based on Operation

The increasing competition within the banking sector causes that the banks give more
importance to the  efficiency notion for a continuous growth. Furthermore, it is observed that

the global economic recession affects all the countries and financial sectors of these
countries by different channels and in different levels. Within this framework, it is importa nt that
the national banking sectors maintain their profitability or at least keep their positions. When

the Turkish banking sector which has maintained its solid structure within this environment is
analyzed by several profitability performance indicators , it is observed that it maintains its
basic tendencies. Additionally, while the share of personnel expenditure within total operating
expenses has increased in parallel with the growth of Turkish banking sector, dependently on

its increasing intermediatio n function, the share of net commission expenses within total
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operating expenses as well as the share of net interest incomes within total income has
increased.

3.3.1. Total Operating Expenses /Total Income
Sector -wide, the operating expenses to total income 11 ratio has followed a stable conduct
after 2006. Total operating expenses/total income ratio which was 50.5% sector -wide in 2006 is

realized as 52.6% as of end -2008. It is observed that generally the share of operating expenses
within total income is lower fo r big scale banks, and when looked by function groups, it is
observed that the operating expenses of development and investment banks are lower than

their total income. For participation banks, this ratio has decreased consistently within the
period of 200 2-2007 but has relatively increased within 2008 (58.3%).

Chart 3.3-1: Total Operating Expenses /Total Income
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When the total operating expenses to total income ratio of the first 10 banks by their asset siz e

is analyzed, it is seen that the T.C. Ziraat Bank and T. Halk Bank have a considerably low ratios
in 2008 comparing to the other big banks and throughout sector. However this ratio presents a
fluctuation within the framework of the growth strategies of b anks.

Table 3.3-1: T. Operating Expenses/T. Income of First 10 Banks by their Asset Size

2002 2004 2007 2008
Share Share Share Share
First 10 Banks (%) First 10 Banks (%) First 10 Banks (%) First 10 Banks (%)

1 48#8: d2 443 48#8: d2 340 48#8:d2 357 48#8:d2 392
2 AKBANK 48,1 48da " ! 672 48da " ! 581 48da "1 567
3 48do "1 651 AKBANK 40,7 AKBANK 41,3 48' 12!, 552
4 48' 12! . 825 48' 121 . 703 T.GARANT " 426 AKBANK 45,7
5 910) 6% 56,2 T.HALK B. 37,0 9!'0) 6% 747 910) 6% 59,2
6 T.HALK B. 280 9! 0) 6% 1104 T.VAKIFLARB. 485 T.VAKIFLAR B. 55,6
7 T.VAKIFLARB. 87,7 T.VAKIFLAR B. 49,9 T.HALK B. 36,0 T.HALK B. 39,7
8 +/ K" ! .- 696 +/ K" ! .- 568 &d. ! . 3" 46,0 &d. ! . 3" 49,1
9 PAMUKBANK 2023 &d. ! . 3" 530 $%. d: " ! 636 $%. d:"! 566
10 &d.!.3" 357 &/ 24d3 73,9 HSBC BANK 66,2 ING BANK 63,2
3.3.2. Personnel Expenses/Total Operating Expenses

The rate of person nel expenses having the most important share within operating expenses
within total operating expenses maintained its increasing tendency since 2005 in parallel with
the growth of the sector. This ratio which was 28.9% by the end of 2005 has increased to 3 7.2%

11 Total Operating Expenses= Non -Interest Expenses- General Reserve Provision; Total Income = Net Interest
Incomes+ Non -Interest Incomes
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in 2007 and to 38.5% in 2008. This situation is a reflection of the increases realized in the number

of personnel and in general wages. The small and medium scale banks when looked by
scales and development and investment banks when looked by function groups have the
share of personnel expenses within operating expenses relatively high and they are above the

sector average. In 2008, this rate was respectively 40.5% and 45.5% for small and medium
scale banks, while the sector average was 38.5%. Similarl vy, this ratio was 51.7% for
development and investment banks.

Chart 3.3-2: Personnel Expenses/Total Operating Expenses
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When the share of personnel expenses within total operating expenses of 10 first ban ks by their
asset size is analyzed, it is seen that T. C. Zi
levels which are 6 to 8 points above the sector average. Within this framework, the other
banks have levels which are 2 to 5 points below the sector average.
Table 3.3-2: T. Personnel Expenses/T. Operating Expenses of First 10 Banks by their Assets
Share Share Share Share
2002 (%) 2004 (%) 2007 (%) 2008 (%)
1 48#8:d2! 447 48#8:d2! 473 TC: d2! ! 4 486 48#8:d2! 476
2 AKBANK 19,7 48da "1 . 316 48dao "1 . 335 48da "1 . 375
3 48da "1 . 380 AKBANK 27,2 AKBANK 31,7 48' 12! . 316
4 48' 121 . :199 48' 121 . 231 48' 121 . ¢ 306 AKBANK 33,9
5 910) 6% 197 T.HALK B. 481 9!10) 6% 252 910) 6% 32,5
6 T.HALK B. 541 9!10) 6% 23,6 T.VAKIFLARB. 36,5 T.VAKIFLAR B. 34,0
7 T.VAKIFLAR B. 31,0 T.VAKIFLARB. 324 T.HALK B. 50,0 T.HALK B. 45,3
8 +/ K" 1.+ 244 +/ K" 1 .+ 357 &d. ! . 3" 1 389 &d. ! .3"1 377
9 PAMUKBANK 13,6 &d. ! . 3" 1 348 $%. d: "1 443 $%. d: "1 412
100 &d.!.3"1 270 &/ 24d3 " 296 HSBC BANK 42,8 ING BANK 47,6
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3.3.3. Commission Incomes/ Total Operating Expenses

In parallel with the policies followed by the banking s ector to increase its non -interest incomes
and the expansion of the loan portfolio, the commission incomes have increased, and thus

the increasing commission incomes to total operating expenses ratio 12 has maintained its
increasing tendency in 2008. This r atio which was 28.1% throughout sector in 2002 has
increased to 46% in 2006, to 48.2% in 2007 and to 49.3% in 2008. The fact that the commission
incomes are able to cover total operating expenses in a high rate contributes to the
maintenance of the profita  bility of the banking sector in an environment in which the interest
margins are recessed.

Chart 3.3-3: Commission Incomes/Total Operating Expenses
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As of 2008, big scale banks have maintained their high |  evel in the commission incomes to

total operating expenses ratio. However, this situation is different for the biggest 10 banks by

their asset size. For these biggest 10 banks, as of 2008; the ratios of T.C. Ziraat Bankas & , T. K|
Bankasé, T. Hal k Bankasé@, T. Vakéfl ar Bankasé, Deni zb:
considerably below the sector average. Within this perio
Bankasé and Finansbank have reached omes/totalepemating vel y hi gh o0c
expensesoO ratio. But this situation is resulted also by
the preferences in product pricing (replacing the interest rate and commission incomes).

When evaluated by function groups, the commissio n incomes to total operating expenses

ratio of participation banks which was 14% in 2002 has increased considerably to 64.1% in 2007

and to 61.8% in 2008, which was above the sector average.

Table 3.3-3: Commi ssion Incomes/T. Operating Expenses of First 10 Banks by their T. Assets

Share Share Share Share

2002 (%) 2004 (%) 2007 (%) 2008 (%)

1 48#8:d2! 184 48#8:d2! 296 48#8: d2! 48,0 48#8:d2! 438
2 AKBANK 31,2 48de "1 ., 361 4 8d aKASI! . 40,4 48dwa "1 ., 435
3 48dwo "1 ., 279 AKBANK 47,6 AKBANK 63,3 48" 12! .+ 673
4 48" 121 . ¢ 452 48' 121 . ¢+ 48,8 48' 121 . ¢ 744 AKBANK 57,2
5 910) 6% 41,3 T.HALK B. 22,9 91 0) 6% 411 9!0) 6% 60,8
6 T.HALK B. 120 9! 0) 6 % 39,8 T.VAKIFLAR B. 41,1 T.VAKIFLAR B. 38,7
7 T.VAKIFLAR B. 40,2 T.VAKIFLAR B. 38,2 T.HALK B. 42,8 T.HALK B. 41,8
8 +/ K"l .+ 371 +/ K"l .+ 477 &d. ! . 3" ! 613 &d. ! . 3" 1 66,7
9 PAMUKBANK 14,0 &d. ! . 3" ! 533 $%. d: " ! 38,6 $%. d: " ! 34,8
10 &d. ! . 3" ! 627 &/ 24d3 " 4272 HSBC BANK 44,9 ING BANK 36,4

12 Commission Expenses = Commissions Taken from Loans +Banking Services Incomes
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3.3.4. Net Interest Incomes/Total Incomes

Within the period of 2002 -2008, net interest incomes/total incomes ratio is around 59% -69%
throughout the sector. This ratio which was 62.7% in 2002  has increased to 68% in 2004 then has
decreased to 59.1% in 2006 and re -increased in 2007 and in 2008 and was realized
respectively as 61.9% and 64%. Within the period of 2002  -2007, the decrease seen in nominal
interest rates of the banking sector, the re  cession seen in interest margins because of the
increasing competition and the increase of commission incomes have caused the decrease

of the share of the banksd interest incomes within
have increased relativel y because of the global fluctuations was effective in the
augmentation of this ratio within 2008.
Chart 3.3-4: Net Interest Incomes/Total Incomes
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When evaluated by scale groups, it is observed that for sm all scale banks, the share of net
interest incomes within total incomes which was 52.6% in 2006 has increased to 72.9% in 2008.
Within years 2007 and 2008, the share of net interest incomes within total incomes of small
scale banks is realized higher than the sector average. When evaluated by function groups, it
is seen that the share of net interest incomes within total incomes of development and
investment banks is above the sector average. Another interesting matter is that the net
interest incomes to total incomes ratio of the participation banks which was 80.5% in 2002 has
decreased to 56.4% which is below the sector average.
Table 3.3-4: Net Interest Incomes/Total Incomes of  First 10 Banks by Their T. Assets
Share Share Share Share
2002 (%) 2004 (%) 2007 (%) 2008 (%)
1 48#8:d2! 865 48#8: d2! 845 48#8: d2! 785 48#8:d2! 757
2 AKBANK 76,9 48da "1 . 606 48da "1 . 5172 48dwa "1 . 594
3 4 8 d NKASI! 53,7 AKBANK 75,0 AKBANK 68,1 48" 12! .+ 556
4 48" 12! . ¢ 531 48" 12! .+ 568 48" 12! . ¢ 511 AKBANK 64,0
5 910) 6% 32,7 T.HALK B. 82,0 91 0) 6% 49,2 91 0) 6% 51,4
6 T.HALK B. 63,2 91 0) 6 % 48,5 T.VAKIFLAR. 64,9 T.VAKIFLAR B. 67,0
7 T.VAKIFLAR B. 38,1 T.VAKIFLAR B. 64,7 T.HALK B. 66,3 T.HALK B. 69,9
8 +/ K" ! . + 658 +/ K"l .+ 703 &d. ! . 3" 611 &d. ! . 3" ! 60,3
9 PAMUKBANK 143,5 &d. ! . 3" ! 624 $%. d: " ! 63,7 $%. d: " ! 68,0
10 &d. ! . 3" 1 719 &/ 24d3 55,6 HSBC BANK 65,7 ING BANK 71,9
When the 10 biggest banks by their asset size are analyzed, it is seen that the share of net
interest incomes within total incomes is around 75.7% and 51.4% (sector average is 64%). When
these banks are analyzed it is o bserved that the fundamental structure does not change
mu c h, and while banks |ike T. Ziraat Bankasé and
i ncomes/ total i ncomes rati os, banks like Yapé ve

lower net interest inc omes/total incomes ratios. This situation is resulted by the fact that these
banks have more access to non  -interest incomes comparing to other banks.
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4. NON-BANK FINANCIAL SECTORS

4.1. Financial Leasing Sector Market Structure
4.1.1. Developments in Financial Leasing, Branch and Personnel Structure

The number of companies operating within the financial leasing sector kept reducing also in
2008 and became 50. In parallel with this, the number of personnel which was 1 ,557 in 2007
has decreasedto 1 ,427 in 2008. The numbe r of branches is still increasing.

Chart 4.1-1: Development of the Numbers of Branches, Personnel and Companies
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2006 2007 2008
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1.100 T T 0
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When the number of companies is analyzed by scales 13 it is seen that as of December 2008

the number of big scale companies is 7, number of medium scale companies is 10 and

number of small scale companies is 33. Big scale companies h ave 53% of the sector 0:
employment and 74% of the customers. While in small scale companies, there are 7 personnel

per company and in medium scale companies there are 44 personnel per company, in big

scale ones there are 107 personnel per company.

Table 4.1-1: Structural Indicators by Scale Groups

2006 2008
Mediu Mediu
(People, Unit) Big m Small Total Big m Small Total
Number of Financial Leasing Comp. 8 10 63 81 7 10 33 50
Branches 2 1 0 3 11 7 0 18
Personnel 726 324 261 1311 751 442 234 1427
Number of Loan Customer (Unit) 57230 18873 5395 81498 54459 14775 4,343 73577
Number of Personnel per Company 91 32 4 107 44 7 29

4.1.2. Concentration Indicators

In the financial leasing sector, a slight augm entation is observed in asset concentration in 2008.
Within this framework, increases by 1 point each are seen in the shares of first 5 and first 10
banks, in 2008 comparing to the end of 2007. Within the same period, the HHI relating to asset
concentratio n has decreased to 887.

13 The companies of which the share of asset size within the sector total is higher than 5% are classified as big
scale companies, companies of which share of asset size within sector total is between 1%-5% are classified as
medium scale , and companies of which the share of asset size within the sector t otal is below 1% are classified as
small scale companies.
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Chart 4.1-2: Share of Asset Distribution and Concentration Indicators
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big scale companies within the sector has increased by
one point, the share of medium and small ones has decreased by one point.

Table 4.1-2: Share of First 10 Companies by Assets

2006 Share (% 2008 Share (%
1 YAPIKR6$d &d. ! . 3!, +d 179 91 0) +2%%$d &d.!. 3!, 185
2 121 .4d &d.!. 3!, + 157 121 .4d &d. ! . 3!, + 141
3 de &d.!. 3!, +d2!, 82 $%.d: &d.!. 3!, +d 106
4 &d.! .3 &d.!. 3!, +c 68 &d. '&d3. ! . 3!, +d21!, 8.6
5 $%.d: &d.!. 3!, +d 6.6 &/ 24d3 &d.! . 3!, +c¢ 74
6 '+ &d. ! . 31!, +d2!, 59 de &d. ! . 31!, +d2! . 6.4
7 &/ 24d3 &d.!. 3!, + ¢ 55 '+ &d. ! . 3!, +d2!, 6.4
8 &&+ &/ . &d.! . 3188 + 52 4%" &d.!.3!, +d2! 40
9 4%" &d.!.3!, +d2! 39 &&+ &/ . &d.! . 3!, + 31
10 #)4), % 3% &d. ! .31, 38 (', + &d.! .31, +d2 25

It is seen that the first 4 companies operating within the field of finan
the highest shares within total assets in 2007 have maintained their positions also in 2008. The
leading actors of the sector are the affiliates of banks.

Table 4.1-3: Total Loan Volum e and Concentration Indicators

Total Loans (%)

First 5 Companies 55 60
First 10 Companies 79 81
HHI 878 984
By Scale
Big Scale 72 72
Medium Scale 32 21
SmallScale 6 7

When the distribution of loans is analyzed, it is seen that the

46
78
919

72
21

2006 2007 2008

financial leasing companies have protected the

Functional Distribution (%) 2006

Financial Leasing Comp.
DIB
Participation Banks

Total

ir shares.

911
3
5.9
100

2007 2008
833 975
13 0.7
154 19
100 100

big, medium and small

The concentration indicators by own funds of the financial leasing companies have reduced
within 2008. The HHI has decreased from 1.001 to 955. Comparing to previous year, while the

share of big scale companies within the own funds has remained

scale ones has increased from 9% to 11% and the share of medium

from 21% to 19%.

BRSA

73 Structural Development

cial leasing and having

scale

the same, the share of small

scale ones has decreased

s in Banking/ December 2008



Chart 4.1-3: Distribution of Own Funds and Concentration
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Within the period of December 2008, 71  .5% of the tot al profit made by the sector was made
by big scale companies and 21.5% was made by medium scale companies. Within this period,
small scale companies have realized 7.1% of total profit. Comparing to the previous period, in
2008, while the return on assets ( ROA) has remained the same, the return on equities (ROE) has
increased by one point.

Table 4.1-4: Distribution of the Profitability by Scales

2006 2007 2008
Net TermProfit (%) Distribution ROA ROE Didribution ROA ROE Distribution ROA ROE
BigScale 80 4.4 23 934 4 21 715 3 20
Medium Scale 20 35 22 6.6 1 5 215 3 20
SmallScale 0 0 0 -109 4 20 71 4 15
Sector 100 38 19 100 3 16 100 3 17
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Box 14: Regional Indicators in  Leasing Sector

The increasing oil prices after the fluctuations within financial markets have caused the slowdown of

rate of increase of growth figures of the global leasing sector within the last quarter of 2007. Despite

this slowdown in the sector an d the economic recession, the leasing sector has grown by 19.9%

within 2007.

Leasing Sector Asset Sizes (USD Billion)
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Source: World Leasing Yearbook (2009)

. Australia
North South  /New

|Europe America Asia America Zealand Africa
‘ 131 2724 783 8,1 58 3,9
‘ 140 2541 677 56 55 38
-i 1621 216 70,7 33 58 37
-i 1925 2239 777 4 76 56
‘ 229,8 240,7 84,9 7,5 8,1 8,1
‘ 2316 236,7 82 13,9 8,2 9,6
‘ 260,5 2411 93,1 19,2 8,6 111
‘ 367,1 217,7 118,7 41,4 4,1 11,2

In respect of regional development, the EU countries have made a considerable progress in leasing
sector within recent years and they have become the most important region in the world by
passing USA for the first time in 2006. This is mainly emanated from the fast increase of Gross National
Product seen especially in some Eastern European countries. The sector growth data of all Eastern
European countries, Turkey included and Slovenia excluded, are do

Leasing Volume and Development
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Source: World Leasing Yearbook (2009)

In Asia, in Japan, which is third country followin

Annual

Volume

(% Billion)
Europe 3671
N. America 2177
Asia 1187
S. America 414
Australia/NZ 112
Africa 41
Total 760.2

uble -digit.
%
within
World
Growth  Market
200607 Volume
(%) 2006
40.9 411
9.7 38
275 147
1138 3
29.8 14
62.7 18

%
within
World
Market

Volume
2007
48.3
287
156

54
15
0.5
100

Total
498,9
476,6
461,6

511,3
579,1
582
633,7
760,2

re-

Change
of Share
within
Market
200607
7.2
9.3
0.9
24
0.1
-13

g USA and Germany with USD 63.25 billion of annual

leasing volume, the leasing sector has recessed by 9.1%. On the other hand, the growth of Russia by
102.4% has contributed to the growth of the Asian leasing sector and helped that the global market
share remains nearly the same.
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Box 15: Growth of Leasing Transaction Volume and Penetration Rate Comparison

The growth of the leasing sector had continued strongly in 2007, despite the crisis experienced
within the financial markets re cently and the recession of the world economy. It is observed
that the growth figures of 50 countries listed below are double -digit, and that 16 of them have
realized a growth above 25%. It is also seen that Turkey has realized a growth by 56%. When
the regional transaction volume is evaluated, Europe has a share by 48.3%, North America by
28.7%, Asia by 15.6%, South America by 5.4%, Australia/ New Zealand by 1.5% and Africa by
0.5%.

Leasing Leasing
Transaction Transaction
Volume ($ Market Volume ($ Market
Billion) % Change Penetration % Billion) % Change Penetration %

Countries 2007 20062007 Countries 2007 20062007
America 18802 16 26 Austria 9.91 143 136
Germany 80.49 58 155 Denmark 8.42 78 145
Japan 63.25 9.1 78 Norway 8.36 173 292
Italy 4534 16 114 Turkey 765 56 6.6
France 4523 8.5 12 Romania 763 64.1 137
Russia 3407 1024 None Argentina 7.6 33 4.8
Spain 30.24 154 8 Hungary 752 217 287
Brazil 2865 108 19 Czech Rep. 749 169 166
Canada 253 25 22 Belgium 7.16 112 8.4
England 2451 -126 116 Portugal 6.19 552 331
Poland 1354 552 142 China 587 9.8 None
Sweden 1217 136 143 Mexico 4.33 18 53
Netherlands 1157 238 9.3 Columbia 311 11 None
Swiss 115 9.3 142 Finland 3.05 29.7 72
Australia 105 20 16 Other 3121
Korea 1033 36.4 None Total 760.21

Source: World Leasing Yearbook (2009)

One of the structural criterion of the countr.i
the leasing transaction volume is considered compared to all the fixed equipment investment
sizes (Leasing Transaction Volume/ Fixed equipment investments*100). This ratio eliminates the
comparison difficulties emanating from the <co
relations between investments  which may be subject to leasing and the leasing volume. The
penetration ratio calculated for the EU countries in cases where data exists is highly above the
penetration ratio of Turkey which is 6.6%. The penetration ratio of USA is 26.9%.

4.2. Factoring Sec tor Market Structure

4.2.1. Developments in Factoring, Branch and Personnel Structure
The number of factoring companies which was 87 in 2007 kept decreasing also in 2008 and
became 81. Like in financial leasing sector, in factoring sector the Regulation amendmen t

made the branch opening easier and the number of branches within the sector has
increased from 16 to 20. The increase of employment level of the sector is continuing. While in
2007, 2,912 people were employed, in 2008 this number has increased to 3~ ,009.
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Chart 4.2-1: Development of the Numbers of Branch, Personnel and Company
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Box 16: Comparative Structural Indicators Relating to Factoring Sector

There are 622 factoring companies in EU countries and 110 in USA. Turkey is in the third rank
after USA and England with 87 companies. There are no direct relations between the number
of companies and the development level of factoring transactions. In some countries where

the number of companies is low like the Netherlands, France, Spain, Belgium and Finland, the
transaction volume per company is considerably high.

Numbe r of Companies and Development of Factoring Transaction Volume by Countries

Nbr. Trans. Per
H "EITEIT of Year Comp.

Comp
Countries . 2000 2001 2002 2003 2004 2005 2006 2007 H -EII
Germany 50 235 294 302 351 45 551 72 89 1780.0
Belgium 6 8 9 9.4 115 135 14 167 192 3,200.0
Czech Republic 8 1 12 17 19 26 29 4 4.8 600.0
Denmark 9 4 55 5.2 5.6 6.8 7.8 7.7 8.5 944.4
Estonia 3 0.6 14 21 23 39 24 29 13 4333
Finland 4 7.1 74 9 9.1 8.8 9.2 111 127 31750
France 26 525 677 674 732 816 89 100 122 4,692.3
Netherlands 5 159 178 201 175 196 233 255 318 6,360.0
England 107 1238 1361 1567 1608 1845 2372 2488 286.5 26776
Sweden 50 123 53 102 11 145 198 217 22 440.0
Spain 23 195 236 316 375 454 555 66.8 837 3,639.1
Italy 40 110 1248 1348 1325 121 112 1204 1228 3,070.0
Greek populated Southern
Cyprus 4 14 16 2 2 21 24 25 3 7500
Latvia 6 0 0 0 0 0.155 0.002 0.028
Lithuania 8 0 0 0 0 1 16 19 27 3375
Luxembourg 1 0.2 0.3 0.3 0.3 0.3 0.5 500.0
Hungary 27 0.3 0.5 0.6 11 14 18 29 31 1148
Poland 20 21 33 25 26 35 37 4.4 7.9 3950
Portugal 10 9 102 113 122 147 17 169 168 1680.0
Slovakia 9 0.2 0.2 0.2 0.4 0.7 0.8 13 14 1556
Slovenia 5 0.1 0.1 0.1 0.2 0.2 0.2 0.3 0.5 1000
Greece 10 15 2 27 3.7 4.4 4.5 52 7.4 7400
Turkey 87 6.4 39 43 5.3 8 118 149 196 2227
USA 110 1023 1017 911 80.7 819 942 96 1502 13655

Source: World Factoring Yearbook (2009)
When the transaction volume per company data is analyzed, it is seen that the Netherlands is

in the first 4r @nk | wiomh dh6é Netherl ands is fol
Spain with G 3.6 billion. Turkey is in twentie-
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4.2.2. Concentration Indicators

The asset concentration in factoring sector has shown an increasing tendency wit hin 2008. The
augmentation of the  assets share of big companies has an impact on this . The share of big
scale companies within total assets has increased by 20 points and the share of small scale
companies have increased by 2 points comparing to previous y ear, while the share of
medium scale ones has decreased by 12 points. Within the same period, the share of first 5

and first 10 companies has also increased by 9 points. The HHI relating to asset concentration

has increased to 616.

Chart 4.2-2: Asset Share Distribution and Conc entration
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In the factoring sector, there are affiliates of banks as well as other companies among the first
10 companies.

Table 4.2-1: Company Concentration in Assets

2006 Share (% 2008 Share (%
1 YAD +2%$d &! +4/2d 155 91 0) +2%$d &! +4/ . 187
2 &d" ! &!' +4/ 2d." (d: 8.1 1210 . 4d &l +4/2d." 116
3 121 .4d &! +4/2d." 75 &d"! &! +4/2d." (d: 6.9
4 $%. d: &!'+4/2d." 6.0 4 %" &!+4B28. " 8.2
5 &1 24)3 &! +4/2)."' 48 $%.d: &! +4/2d." 6.1
6 "d2dod- &! +4/2). 44 +10d4a!, &l +4/2d.' ( 42
7 +10d4!, &l +4/ 2d." ( 44 ,d$ %2 &!' +4/2d." 33
8 4%" &' +4/2d." ! 37 6! +)& &d.! .3 &! #4]/ 28
9 +5245,5a &l +4/2d. 32 'd2ded- &! +4/2). 26
10 %+30/ &!+4/2d.' (d 24 o %+ %2 &!+4/2d.* (d 20

When the concentration in factoring receivables is analyzed, it is seen that while the share of

first 5 compani es is decreasing, the share of first 10 companies has increased. While the share

of big and small scale companies within receivables is increasing comparing to previous yeatr,

the share of medium scale ones has decreased. The HHI concentration index which w as 479in
2007 has increased to 715 in 2008.

Chart 4.2-3: Distribution of Receivables by Scales and Concentration Indicators

60 - r 750 Total Loans (%) 2006 2007 2008
50 4 % - 700 First 5 Comp. 42 41 36
40 - - 650 First 10 Comp. 60 56 60
| - 600 HHI 535 479 715
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It is seen that he factoring sector own funds concentration index is below the asset
concentration and loans concentration indexes within 2008. Comparing to previous yea r, the
share of big scale companies within total own funds has increased by 5 points and the share

of small scale companies by 12 points, but the share of medium scale companies has
decreased by 17 points. HHI concentration index has decreased from 493 to 372.

Chart 4.2-3: Distribution and Concentration Indicators of Own Funds
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Throughout factoring sector, within the period of 2007 -2008, the ROA has remained as 5.6%
and the ROE has reduced from 21.3% to 18.5%. When analyzed by scales, it is interesting that

the share o f big scale companies within total profit has increased from 23.5% to 55%. In
parallel with the increase in the share of big scale companies, the share of small scale ones
has increased from 13% to 21.3%. The share of medium  scale companies within total pr  ofit has
decreased from 63.5% to 23.7%.

Table 4.2-2: Distribution of Profitability by Scales

2006 2007 2008
Net Period Profit (%) Distribution ROA ROE Distribution ROA ROE Distribution ROA ROE
Big 55 9.8 49.8 235 38 243 550 36 242
Medium 33 72 24 635 79 239 237 8.1 162
Small 12 46 mn 13 38 120 213 8.3 167
Sector 100 78 28 100 56 213 100 56 185

4.3. Financing Sector Market Structure
4.3.1. Developments in Financing Companies, Branch and Personnel Structure
The number of companies within the financing sector has increased from 9 to 10 within the

period of 2007 -2008. However, the number of branches did not change.

Chart 4.3-1: Developments in the Number of Branches, Personnel and Company
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The financing companies conduct their activities such as finding new customers or expanding
their loans from their administrative cente rs, so they do not prefer branching. Similarly to
previous year, the number of branches is 3. All 3 branches within the sector belong to one

parent company. Nevertheless, the employment level within the sector is i ncreasing in parallel
with the augmentation of activities. The number of personnel which was 474 in 2007 has
increased to 544 in 2008. When the number of companies is analyzed by scales, it is seen that,

as of December 2008, the number of big scale compani es is 5, the number of medium scale
companies is 3 and the number of small scale companies is 2. Most of the personnel working

in financing companies are employed by big and small scale companies.

Table 4.3-1: Structural Indicators by Scale Groups

2006 2008

Big Medium  Small Total Big Medium  Small Total
Nbr. Of Consumer Financing Com| 3 4 2 9 5 3 2 10
Branch 0 6 0 6 0 3 0 3
Personnel 258 184 1 443 351 163 30 544
Nbr. Of Customers 77321 35308 94 12723 219915 137463 97 357475
Nbr. Of personnel per comp. 86 46 1 49 70 54 15 54
*the number of small loan customers is not included within the number of customers because the receivables less
than TL 1000 are cumulated and reported within one item b y the financing companies.

4.3.2. Concentration Indicators

The concentration indicators within the financing companies sector have shown a fall within
2008. Within this framework, the HHI concentration index which was 2 ,626 in 2007 has
decreasedto 1 ,941in 2008.

Table 4.3-2: Total Assets and Concentration Indicators

100 20 4000 Asset (%) 2006 2007 2008
80 First 3 Comp. 87.6 810 70.9
60 3.000 First 5 Comp. 95 92.7 87.1

\ HHI 3,088 2,626 1941

40

2.000 By Scale
20 Big 87.6 927 87.1
0 T T T T 1000 Medium 122 70 119
2 2007 2 2 ] .
—_— B(‘)i(éGScale 00 Meéllg?n Scale Small 0 U 25
Small Scale —— HHI(right axis) Total 100 100 100

Within this period, the share of first 3 companies has decreased by 10.1 points and the share of

first 5 companies has decreased by 5.6 points. Similarly, the number of big scale companies
within the sector has decreased and their share has reduced by 5.6 points comparing to
previous year. However, the share of medium scale companies has increased by 4.9 points
and the share of small scale companies has increased by 0.6 points.

Table 4.3-3: Concentration of First 5 Companies in Assets

2006 Share (% 2008 Share (%

16/,+37!" % $/ X5a 4-+ 473 6/, +37!" %. $/ X588 4-+ 318
2 +/ K 4-+%4d#d &d. ! 247 +/ K 4-d%&4dd.# . 3-1.) 233
3 MERCEDES %. : &d . ! . 3- 1. 167 MERCEDES %. : &d. ! . 3-1. 195
4 3#! . ) 4- +%4d#d &d 39 +/ K &d! 4 +2%$d 4- +%4 78
5 4%" 4-+%4d#d &d. ! 32 3#! . )l 4-+%4d#d &d 6.6
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The loan concentration indicators of financing companies show a similar outlook to the asset
concentration. The share of first 3 companies within loans is 74.4% and the share of first 5
companies is 89.1% in 2008. The share of big scale companies is 89 .1% and the share of

medium scale ones is 10.6%. The HHI concentration index of loans which was 2.641 in 2007 has
decreased to 2.093 in 2008.

Chart 4.3-2: Loan Distribution and Concentration

10Qy; - 4.000  Total Loans (%) 2006 2007 2008
80 - First 3 Comp. 88.7 817 74.7

60 - - 3.000  First5 Comp. 957 93.1 89.1
0 HHI 3,163 2,641 2,093

- 2.000 Distribution by Scale
20 - i

Big 88.7 93.1 89.1
0 T T 1.000 Medium 113 6.9 106

2006 2007 2008 Small 0 0 0.3
SmallScale  —— Hil(ight i) ] G et G

Similarly to the other non -banking financial sectors, in financing companies th e capital

requirement creates a decreasing effect on the concentration in own funds indicators. Within

this framework, the own funds concentration indic ators show a concentration below the asset

and loan concentrations. On the other hand, the share of medi um scale companies within

own funds which was 8% in 2007 has increased to 19.6% in 2008, while the share of big scale

ones which was 89.1% has decreased to 72%. Within the same period, the HHI concentration

index has continued its decreasing tendency and f ell from 2.209 to 1.800.

Chart 4.3-2: Own Funds Distribution and Concentration

1006J 3.000 Tgtal Own Funds (%) 2006 2007 2008
80 First 3 Comp. 756 735 557
o ’Q 2000 First 5 Comp. 913 891 720
HHI 2448 2,209 1800
40 1.000 Distribution by Scale
20 —_——— Big 756 891 720
0 - - - -0 Medium 211 8 196
2006 2007 2008 Small 33 29 8.4
———Big Scale Medium Scale Total 100 100 100
Small Scale ——— HHI(right axis)

Table 4.3-4: Distribution of Profitability by Scale

2006 2007 2008
Net Period Profit (%) Distribution ROA ROE Distribution ROA ROE Didribution ROA ROE
BigScale 914 14 235 80.8 11 150 871 0.3 4.1
Medium Scale 71 0.8 6.6 171 31 351 119 -14 -108
SmallScale 15 8.5 8.7 21 115 121 0.9 50 6.8
Sector 100 14 194 100 13 165 100 0.1 8.0

Big scale companies own 87.1% o f the profit made within the sector. Nevertheless, due to high

level of external resources used by this group, the asset profitability which is 0.3% is left behind

the own funds profitability which is 4.1%. In medium scale companies, the asset profitabilit  y is -
1.4% while the own funds profitability is  -10.8%. The share of small scale companies within the
sector is 0.9% and their asset and own funds profitabilities are respectively 5% and 6.8%.
Throughout sector, the asset profitability rate is 0.1% and the own funds profitability rate is 8%. It

is observed that both asset and own funds profitabilities have reduced throughout sector and
based on scales.
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5. DEVELOPMENTS RELATING TO STRATEGIES AND POLICIES

5.1.  Activities within the Scope of Strategic  Objectives and Targets of BRSA

In 2008, within the framework of strategic objectives t aki ng pl ace within the
Strategic Plan, the activities of BRSA were concentrated especially on ensuring that the banks

and non -bank financial institutions may conduct their ac tivities in a more safe and consistent

way within the present international conjuncture as well as increasing the efficiency and

effectiveness of the supervision.

Increasing the provisions allocated for loans under close  -monitoring, reviewing the calculat ion
of capital adequacy as to better reflect the risks, backup infrastructure within the field of
information systems, establishing business continuity and recovery plan, the processes relating

to the transfer of receivable rediscounts to monitoring accoun ts by non -bank financial
institutions and to the special  provisions to be allocated and changing the definition of own

funds as well as causes to annulment of the operating license were the main subjects of
regulation for ensuring a safe and consistent fin ancial market. Towards the same objective ,
the Financial Sector Commission (FSC) and Coordination Committee have carried on their
activities, and the works by the FSC have been concentrated on monitoring and evaluating

the global developments as well as de  veloping new mechanisms to increase the
coordination and collaboration between member institutions. Furthermore , advisory meetings
have started between BRSA, Undersecretariat of Treasury, Saving Deposit Insurance Fund and
Central Bank of the Republic of Tu rkey regarding reestablishment of the procedures of
collaboration and information sharing , and formation of a joint mechanism relating to the
management of the systemic risk. As to the active and competitive financial market
prescribed within the strategic ~ plan; the non -bank financial institutions have been also made
subject to supervisory standards in parallel with the banks, a study aiming to make the
banking sector reach the international competition strength, and to review and lessen the
factors prevent ingthe sector from working more profitably, effectively and rationally has been
initiated within the FSC, a regulation aiming to increase the opportunities of banks to e stablish
consortiums among them  selves for the letters of guarantees with high amounts for contractor
projects abroad has been published.

Regulation relating to making the subsidiaries which are not a credit institution or financial
institution subject to consolidation, bringing full operability to risk -focused supervision and
information sy stems audit and supporting the  existing reporting, data and analysis  practices
related to audit through new applications based on informatics system s have been the
activities increasing the efficiency and effectiveness of the supervision . Towards the same
objective, moreover, in order to facilitat e the accommodation of institutions to the regulations
and ensure a more efficient monitoring; an interface application ensuring aggregat ion the
results of punishment evaluation related to bank reporting performanc e has been initiated , a
web application h as been prepared enabling the banks to transmit their demands and
notifications relating to the transactions about their domestic branches to the Agency as well

as the follow -up and approval of these transactions by the Agency, and a web -based
interface has been prepared to monitor the information about the  factoring and financing
companies of which the operating licenses were annulled, the creditors of which operating

licenses were annulled but which still continue to operate , and bankers which made subject

to liquidation. Furthermore , in order to ensure the international co operation and information
sharing within the field of supervision a memorandum of understanding has been signed with
the Central Bank of the Repu blic of Kosovo.

Reviewing the loans classification standards to ensure the development of the loan granting
opportunities of banks taking into account the solvency of credit debtor firms and households,
amendment of consideration rate of some financial ass ets in calculating the liquidity
adequacy ratio in parallel with the international practices , overview of the principles and
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procedures relating to measur ement and evalhaati on of t
been the works bringing flexibility to the re gulatory framework. Within this scope, to reflect as

soon as possible the amendments appeared relating to non -liquid assets and fair values within

the international financial reporting standards to the national regulations and to adopt an

approach of guidi  ng instead of creating regulations concerning the distribution of 2008 profits

and ask the banks to take written permission from the Agency were contributed to the

augmentation of the  flexibility of the regulatory framework.

ORaise the Awareness Pobj €omédumeompleted with the <coll a
institutions and agencies and including t he establ i shment Sgadeda wo Edn 1u merre

BRSA web-page, regulation amendment aiming to make the transactions in the infrastructure

concerning the use  of credit card and bank cards in a more secure environment, bringing full

operability to the Customer Complaints Arbitration Commission, established within the aim of
arriving at agreement in disagreements between the banks and real persons concerning the

banking services and publication of evaluation reports in which the implementation results

are addressed were the transparent, fair and encouraging practices regarding customer
rights realized in 2008.

The amendment of t he Agency 6 swithio thg aimi of &lffiling the st ructur e
supervision, implementation, risk management and foreign relations activities more effectively

in consideration of the expansion of the domain of duties and the necessities emerged , the
enrichment by means of type and cont ent of the reports and statistics published by the
Agency within the aim of enlightening the public and their development as to be more easy

to use by the related parties and electronic implementations and innovations aiming to

support corporate processes such as paper flow, information -document sharing, legal
proceedings, and personnel performance and registry assessment were the main activities

aiming to increase the sufficiency and efficiency of corporate governance . Furthermore for
the same purpose, wit hin the framework of G -20 platform acting within the aim of monitoring

the global economic developments and increasing international collaboration, attempts

were made for the membership of Turkey to the Basel Banking Committee and to Financial
Stability Bo ard and the memberships to these Committee and Board had an increasing effect

on our countryd®s administrative capacity.
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Box 17: Regulations Put into Practice within 2008
Name of the Regulation OG Date
A Safe Strong, Effective andCompetitive Financial Market
Regulation on Amendment to be made in the Regulation on Principles and Procedures to Determine

Quality of Loans and Other Receivables by Banks and the Reserves to be Allocated Thereof 06.02.2008
Regulation on Amendmento be made in the Regulation on Measurement and Assessment of Capital

Adequacy of Banks 22.03.2008
Regulation on Amendment to be made in the Regulation on Banks to take Support Service and the

Authorization of Institutions to give the Support Service 1302.2008
#1 11T OTENOT 11 11T ATATAT O O AA T AAA ET OEA #ii

Reserves to be Allocated by Financial Leasing, Factoring and Financing Companies for their Receiva 06.03.2008
Regulation on Amendment to be madenithe Regulation on Procedures Relating to Establishment and

Activities of Financial Leasing, Factoring ve Financing Companies 23.03.2008
#1711 O1TENOiI 11 O0OET AEPI AO AT A 001 AAAOOAO 2AI1 AC

in Turkey 01.04.2008
Regulation on Amendment to be made in the Regulation on Transactions of Banks Subject to Permis

and to Indirect Shareholding (*) 05.04.2008
Regulation on Amendment to be made in the Regulation on Measurement and Assessment of the

" A1 E O Gity AdEqNiaByE A 05.04.2008
#1 11T OTENOT 11 11 ATATAT O O AA T AAA ET OEA #ii

Calculating the Capital Adequacy Standard Ratio According to Standard Method 11.06.2008
Regulation on Amendment to be made in the Re@tlon on Credit Transactions of Banks 12.11.2008

Regulation on Amendment to be made in the Regulation on Principles and Procedures Relating to the
"AT EOS ! AAT O1 OET ¢ ! bPi EAAGCET T O AT A O 3AO0ET ¢ 21.12.2008
An Effectiveand Efficient Supenisory System

2ACOl AGETT 11 11 AT AT AT O O AA T AAA E1T OEA 2AC 30.11.2008
#1 11T O1TENOT 11T 11T ATATAT O O AA 1T AAA ET OEA #1711
Statements 03.12.2008

A Sufficient and Effective Cgporate Governance
Regulation on Amendment to be made in the Regulation on Banking Regulation and Supervision Age

Organization 01.03.2008
Transparent, Fair ancEncouraging PracticefRRegarding Customer Rights
Regulation on Amendment to be made irhe Regulation on Banking Cards and Credit Cards 21.12.2008

* Amended for the second time as of August 5, 2008.
5.2. High-level Policy Documents

The high-level policy documents published within 2008 and containing evaluations as well as
provi sions relating directly to the domain  of duties and powers of the Agency were the
Medium -Term Program me (200982011), 2009 Annual Program me, Action Plan for the 60t
Government Program, EU Accession Partnership Document, National Program me of 2008 and
EU Turkey Progress Report.

In accordance wi th Copenhagen Criteria and in the framework drawn by the 9
Development Plan, within these high -level policy documents the development of financial
sector isadopted as one of the fundamental strategies to increase the competition power of

Turkish economy , and development of a financial market which is regulated and supervised in
accordance with  international standards and hav ing instrument diversity, financial depth and
international competitiveness to canalize the resources to inv estment is aimed. Furthermore ,
within the strategy and policy = documents concerning the European Union, particularly
continuing to adapt to new capital adequacies for credit institutions and investment firms and
the o ther related directives (deposit guarant ee scheme, recovery and re organization ,
financial holdings, bank accounts), and the need to strengthen the prudential and supervisory
standards in banking and non -banking financial sectors are emphasized. The scheduled
activities regarding the aforemention ed priorities to be conducted under the responsibility of

the BRSAare presented within the Table 5 -2 below.
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Table 5.2-1 : Activities to be conducted Under the Responsibility of the BRSA

Priority / Measure Schedule

A Safeand Stable Financial Market Structure

Regulationsfor setting risk managementat banks, financial leasing, factoringral consumer financing 2009/12
companieswill be made

The accounting system based on evaluation upon market price wil feviewed. 2009/06
The subsidiariesvhich arenotaA OAAEO ET OOGEOOOEIT 1 0 £ET AT AEAT 2010
consolidated financial statements.

Coordination will be ensuredamongthe institutions responsible for the supervisiomf Group Companies. After 2011

LT AT AT AT OO xEI 1T AA T AAA ET OEA 2Ac¢OI AGEITT 11 2009

A Regulation and Supervision Structure ic@drdancewith the International Sandards

The efficiency of the supervisory systerior banks andother non-bank financial institutions under the 2009/12
supervision of BRSA will be increased.

Act on Financial Leasing, Factoring and Financing Companies willroenplgated. 2009/06
CapitalMeasurementand Capital Standards (Basel Il) established bysBaBanking Superigion 2009

Committee and included in thé&Jnion Acquis will be accommodated.

These activities aimed at a safe  and stable financial market structure and a regulation and
supervision structure in accordance with the international standards largely overlap the
objectives and targets within the BRSA Strategic Plan; the strengthening of risk management
practices within the institutions and consolidated supervision are the particularly emphasized
topics.

5.3. International Regulations, Principles an  d Standards

Because of the crisis of which effects are felt internationally within recent years, establishing
principles and standards having international validity becomes vital to achieve the soundness

and stability of the financial system globally. With these principles and standards, it is aimed to
ameliorate the decision -making processes in economy, to strengthen international financial
markets and to reduce the risks envisaged by persons and institutions operating within
international field.

Within this framework, international regulations, consultative texts and reports prepared by
European Union, Basel Committees and OECD within 2008 and entering to the area of interest
of our Agency are presented within this section.

5.3.1. Regulations, Principles and Sta ndards published by European Union

The integration of financial markets which have a critical importance for the functioning of
modern economies is important in long term for the distribution of capital and the

effectiveness of economic performance. Financ ial Services Action Plan (FSAP) 1999 -2005, has
introduced the basics of strong financial markets to be implemented within EU and has
brought very positive results despite the turbulent global environment. Within the 2005 -2010

white book concerning the fina  ncial services which is a follow -up of these studies, the EU
policies and targets relating to financial services are introduced. Within the framework of
these targets, following amendments were made.

Within the implementation process of Capital Requiremen t Directive (CRD), amendments
needed after reviewing the provisions related to facilities brought to big loans and some

banks within the directives before CRD, determining principles concerning to instruments not
frequently used yet in Europe such as  hybrid capital instruments within first generation capital
and the financial fluctuation started within 2007 in world markets and aiming to provide
financial stability were made. Within this scope, the risk management relating to securitization

positions and ca pital requirement calculation as well as home -host audit relations and crisis
applications were reviewed. On the other hand, to detect stress indications, regulations were
made especially to develop the cross -border collaboration between supervision author ities

and to provide obligatory information sharing.
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Relating to accounting and financial reporting,

amendments were made in the regulation

concerning International Financial Reporting Standard (IFRS) 8 on October 2008, in the

International Accounting Sta

ndard Nr. 23 which regulates the borrowing costs of the

Commission on December 2008, in the International Accounting Standard Nr. 19 relating to
the limit of defined benefit asset, minimum funding conditions and the interaction of these
conditions with the mselves, in the Commission regulation concerning the amendment on
commission decision concerning adoption of some international accounting standards and

in International Accounting Standard 1 Related to the Presentation of Financial Statements.

Table 5.3-1: EU Regulations Related to Subjects Concerning Financial Markets

Date Regulation Explanation

March Directive Number 2008/18/EC on Amendment t With this directive, subjects concerning the Committee

2008 be made in the Council Directive Nr. 85/611/I functioning and which are naturally technicalwere
Relating to the Coordination of Laws, changed.
Regulations and Administrative Conditions
Concerning  Undertakings  for  Collective
Investments in Transferable Securities (UCITS)

March European Parliament and Council Directiv With this directive, detailed rules for the application of

2008 (2008/22/EC) on amendment to be made in th the articles 2, 5, 9, 10, 12, 13, 14, 17, 18, 21, 23 anc
Commission Directive relating to Determine Directive Nr. 2004109/EC. Minimum content
Detailed Rules for the Application of Certair concerning nonconsolidated financial statements for
Provisions of Directive Nr. 2004/109/E six-months, main intergroup transactions, control
Concerning theHarmonization of Transparency mechanisms of the authorities concerning market
Rules Devoted to Issuers of which Securities ar builders and minimum conditions compose the mair
accepted to be traded in Markets. sections of the Directive.

March Directive Nr. 2008/24/ EC on Amendment to b Within the aim of monitoring the technical

2008 made in the Directive Nr. 2006/48/ EC Concernit developments appeared in financial niaets and to
the Turnover of the Business of Credi provide an application unity, amendment was made ii
Institutions and their FollowUp the Directive Nr. 2006/48/EC.

April 2008  Council Directive Nr. 2008/48/ EC Abolishing tt With this directive, it is aimedo harmonize the laws,
Council Directive Nr. 87/102/ EC Related regulations and administrative conditions related to
Consumer Loan Contracts consumer loans of member states, ensuring the

simplification of crossborder services.
October EU Council Decision Concerning Financial Stabil Within the text, the effects of developments within the
2008 and Financial Supervision financial markets on the economic situation were
evaluated briefly.
November Proposal Concerning Credit Rating Institutions  Includes the regulation proposal concerning credii
2008 rating institutions within the aim of protecting the

investors and European financial markets fron

professional malpractice risk.

Committee of European Banking Supervisors
of EU banking supervision authorities and central banks

-CEBS is composed of high -level representatives

; gives advices to the European

Commission concerning banking policies and promotes collaboration and harmonization of
supervisory applications within EU. Because of the crisis expanded and deepened within 2008,

the problems appeared within markets have ca
not only within national limits but also in cross

used difficulties to many banking authorities
-border operations. CEBS had undertaken a

critical role especially in the part of crisis concerning AlG, Lehman Brothers and Iceland banks

and simplified the col

laboration between host

-home auditors. Among the regulations made

by CEBS because of its ordinary duties as well as the ones made because the extraordinary
crisis environment, the ones entering to the sphere of duties and authorities of our Agency are
listed below.

Report Concerning the Valuation of Financial Assets not Complex and Liquid was published

on June 2008, Technical Advices Presented to European Commission concerning the
Alternatives within CRD and National Initiative was published on October 200 8, Common
Principles concerning the Evaluations of Mergers and Takeovers of CEBS, Committee of
European Insurance and Occupational Pensions Supervisors (CEIOPS) and Committee of
European Securities Regulators (CESR) were published on December 2008.
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5.3.2. Princip les and Standards Determined by Basel Supervision Committees

The Bank for International Settlements (BIS) is an institution aiming to develop the monetary
and financial collaboration between countries and also serving as bank to central banks. BIS
realize s these functions by establishing a debating and policy analyzing environment within
central banks and international financial society, being an economic and monetary research

centre, being the first party in financial transactions of central banks and bei
and attorney in

international financial

operations.

ng intermediary

The regulations prepared by the

Committees within this institution and which enter to the sphere of duties and authorizations of
our Agency are presented below.

Table 5.3-2: Principles and Standards Determined by Basel Supervision Committees

Date

Regulation

Explanation

April 2008

April 2008

June 2008

July 2008

July 2008

July 2008

September
2008

November
2008

November
2008

December
2008

Basel Banking
Committee- Inter-Sectors
Reviewing Report Relating to
Recognition and Management of
Rik Concentration Throughout
Group

Basel Banking Supervisior
Committee z Customer Availability
Report Concernig Retail Sale of
Financial Products and Services

Supervisior

Payment and Equalization
Systems Committee 7 Report
Related to the Dependence of
Payment and Equalization
Systems

Basel Banking Supervisior
Committee zCorrection Advices
Concerning Basel Il Market Risl
Framework Study

Payment and Equalization
Systems Committeez Report on
Reducing the FX Equalization Risk
Global Financial Systen
Commitee ZCentral Bank
Operations  Against  Financial
Turbulence Report

Basel Banking Supervisior
Committee Z Principles
Concerning Secure Liquidity Risl
Management and Supervision

Basel Banking Supervisior
Committee zExtensive Strategies
Rdating to the Lessons taken
from the Banking Crisis

Basel Banking
Committee-Supervision
Concerning the
%wOAl OAQEI 1
Instruments (Advisory T&t)

Basel Banking Supervisior
Committee 7z External Audit
Quality and Bank Audit Report

Supervisior

Guide

Realistic
(=

Aims to introduce the developments concerning the risk
management, recognition and measurement of financial holding
by firm general.

Surveys were conducted in 90 financial companies throughot
world and data relating to management of risks appeared becaus
of customer availability and wrong sale. These data wer
interpreted within the Report and advices were presented.

The text displays that the security of the infrastructure of globa
payment and equalization depeds on the fact that system
operators, financial institutions and service providers have health
approaches concerning the payment and equalization risks and th.
these actors can manage effectively these risks.

The Committee has decided to actualize the prudent valuatio
guide in positions subject to Basel Il Framework Study and -
develop the value exposed to risk for market risk.

Within the Report, general evaluations relating to studies sinc
1996 concerning the eliminating systematic risk were given.

With this report, measures taken by several central banks and tt
results thereof were evaluated and finally 7 proposals concernin
the liquidity operations of central banks were introduced.

7EOEET OEA &EOAI AxT1 OE 1 £ 4EA
3OPAOOEOGEIT I $EEAAEAOI OEAOS 00
Supervision @mmittee on February 2008 and the experiences o
the financial crisis appeared recently, 17 principles were introduct
concerning the management and supervision of liquidity risk.

With the text, strategies relating to the basic weaknesses appeare
in regulations, supervision and risk management of internationz
banks as a result of financial market crisis were introduced.
stronger risk management and management implementations wert
regulated to limit the risk concentrations in banks.

The text introduces principles to strengthen the processes of the
evaluation of financial instruments to banks and bank supervisio
institutions. With these principles, a strong evaluation process &
well as a strong supervision on the bank evaluati@applications is
aimed.

With the text, the evaluations and findings of the Basel Bankin
Supervision Committee about the subject were introduced
measures tobe taken for providing and increasing the quality of
external audit were cited.
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5.3.3. Financial Stability Board (FSB)

The Financial Stability Board has been established within the aim of detecting the financial
weaknesses and developing and conducting strong r egulatory, supervisory policies to assure
financial stability. The Financial Stability Board has founded the Marke t and Corporate
Elasticity Study Group in 2007 to research the causes beneath the recent financial turbulences

and to present the advices relating to the subject to the Ministers of Finance and Chairmen of
Central Banks of G7 countries. This Group has pub lished the Report on Increasing the Market
and Corporate Elasticity as of April 7, 2008, in which the measures related to develop the
recognition the causes of recent events, to define the weaknesses worth to attract the
attention of policy -makers, measure s to be taken to strengthen the market discipline and
corporate elasticity were introduced.

5.3.4. International Association of Deposit Insurers (IADI)

The International Association of Deposit Insurers, founded within 2002, contributed to the
stability of financ ial systems by supporting the international collaboration within deposit
insurance field and procuring the communication between deposit insurers and other related
parties. Among the missions of the Association, there are introducing the common interests
concerning deposit insurance, increasing the efficiency of deposit insurance system and
structures, procuring the sharing and variation of the experience within the field of deposit
insurance with education, and undertaking the researches concerning deposit insurance.

With the effect of the financial crisis appeared and expanded recently, international rules

have become more and more mandatory for effective deposit insurance. Within this
framework, IADI Basic Principles Set was published on February 2008 by the IADI. These
principles include regulations and structures adoptable to present situations of countries to
provide the efficiency of deposit insurance systems.
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