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EXPLANATION

The BRSA having the main objective of ensuring confidence and
stability in  financial markets has started to publish  Structural
Developments in Banking including the structural evaluations
concerning banking sector and non-banking financial sector
(financial leasing, factoring and financing companies) pursuant to the
Article 97(3) of the Banking Law Nr. 5411.

The fourth issue of Structural Developments in Banking is composed of
six sections. The publication includes the developments related to
market structure analysis, capacity indicators concerning banking,
intermediation activities as well as strategies and policies.

Unless ofherwise specified, the data related to banks within the
Structural Developments in Banking include the banks’ domestic
branches as well as abroad and are presented as a whole.

A periodical data taken place any issue of Structural Developments in
Banking may be changed as a result of updates realized in following
issues.

This publication was prepared based on data received from the BRSA
database by the date of July 28, 2010. The updates following the
mentioned date are outside the scope of this publication.

In the EU-Turkey comparisons, all the banks were included for Turkey,
within the aim of not corrupting the integrity of the analysis including
the whole banking sector.
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GENERAL EVALUATION

When Turkish financial system is analyzed, it is seen that asset size of the system reached TL 1,4
frilion as of end-2009. Excluding the CBRT's balance sheet and ISE total market capitalization,
the volume of the financial sector which amounted to TL 116 billion in 2000 increased to TL 953
billion in 2009. When the rafio of these amounts to GDP is analyzed, it is seen that the ratio
which was 69,4% in 2000 increased to 99,9% in 2009. Whole of the financial system, especially
banking sector was in strong growth frend during 2000-2009 and fundamental financial
deepening indicators improved significantly. The development in intermediation area which is
the main function of banking sector contributed to the increase in financial deepening of
Turkey in 2000-2009 period. While the ratio of total loans to GDP was 19,1% in 2000, this ratio
increased to 38,7% in 2009. Parallel with these positive developments, financial deepening
indicators of Turkey is high in ranking when compared with similar countries in EU and G-20
countries. However, when compared with developed counties, it is seen that there is an
important potential for financial deepening and the probability of confinuation of the
development is very high. As a matter of fact, within the framework of the studies carried out
by the BRSA, it is foreseen that banking sector will continue its strong growth trend in medium
term and the sector will continue contributing to the development of the country’s economy.

Market structure of Turkish banking sector changed within the framework of fundamental
developments in the last 10 years. Before 2000, in a macroeconomic instability environment,
the sector had a structure including a big number of small scaled banks; however, due to
reasons such as weak corporate management and non-fulfllment of risk management
principles, structural problems were experienced and the sector was affected deeply by crises
of 2000 and 2001. Many banks had fo exit from the system due to the crisis experienced;
market structure of the sector was affected seriously during the restructuring process applied.
Beside the decline in number of banks, relative share of banks in different markets also
changed. Moreover, the high-performance growth period experienced between 2002-2007
years is remarkable. During this phase, with strengthening financial stability and sound
structure of the system, the sector kept developing within the framework of its own dynamics
and not sharp but moderate changes have been realized in the market structure. Finally,
global crisis environment in 2008-2009 brought in developments in the sector in ferms of market
structure. Additionally, when the markets are analyzed specifically; it is observed that there is
no concentratfion in total assets and credits and there is a strong competitive structure.
Securifies portfolio also displays moderate concenfration in 2009. Similarly moderate
concenftration is observed in deposit and other foreign funds items. During year 2009 which is
subject term of this analysis, structure remains the same. High concentration is observed in
non-balance sheet items such as derivative products.

When the efficiency indicators in the banking sector are analyzed, post 2000 period is
examined in two parts. It is seen that the activity volume in the sector has declined in the
period 2000-2002 in terms of efficiency ratios and also in the post 2002 period the activity in the
sector has accelerated. This shows that the banks are performing more efficiently in their
intermediation function. Furthermore, according to data envelopment analysis results realized
on intermediation function and efficiency analysis results, the efficiency of banking sector has
increased during the period 2002-2004, decreased in 2005 and re-increased during the
period 2006-2009. When the profitability indicators are analyzed as reflection of efficiency,
similar tfendencies are observed. As of 2009, the return on assets and equities kept increasing.
As of end-2009, 78.3% of the sector’s profit belongs to large scaled, while 12.7% belongs to
medium scaled and 9% to small scaled banks. The growing competition in the banking sector
causes banks gives more importance to productivity factor for sustainable growth. When
sector's efficiency indicators based on branches and personnel are analyzed, it is seen that
the asset per branch figure kept increasing continuously during the period 2000-2009. Asset
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per branch has increased from TL 13.2 million to TL 103 million in large scaled banks; from TL
16.8 million to TL 47.9 million in medium scaled banks; from TL 10.6 million to TL 107.6 million in
small scaled banks. Sum of asset per employee, parallel with the growth in the sector,
amounted to TL 4.5 million as of 2009. Throughout the sector, ratio of operating costs to total
incomes which was 52.6% in end-2008 decreased to 44.4% in end-2009.

Generally, it is observed that share of operating costs within incomes is low in big-scale banks.
When it is analyzed by function groups, it is observed that rafio of operatfing costs to fotal
incomes is relatively low in development and investment banks. Ratio of personnel expenses
within total operating costs displayed an increasing tendency parallel with the sector’'s growth
after 2005 which is realized as 38.4% in 2009. Due to the policies banking sector adopted for
raising non-interest incomes and increases realized in commission incomes due to the
expansion of credit portfolio, ratio of commission incomes to total operating costs increased
confinuously after 2002 was realized as 51% in 2009. Throughout the sector, in 2000-2009
periods, net interest incomes/total incomes ratio fluctuated between 59-69% and increased to
68.5% in 2009. The decrease in nominal interest rates and increasing competition caused
interest margins to recess. When analyzed by scale groups, it is observed that share of net
interest incomes within total incomes in big, medium and small-scale banks are realized as
69.2%, 65.3% and 71.5%, respectively in 2009.

When population per branch and population per employee figures in the Turkish banking
sector are compared with EU countries, it is observed that Turkey is placed on top as of end-
2008. The fact that Turkey which takes 7t place in total number of branch and employee
datais in the first place in population per branch and employee designates that there is more
way to make progress for Turkey in presentation of classical access channels to all population.
In order for Turkey to reach countries having ranking in respect of fotal number of branches
and employee also in the population per branch and population per employee rates, current
branch and employee figures need to increase at least 1.5 and 1.9 fimes. In comparison fo
the number of branches, the said growth requirement in the number of employee can also be
interpreted as Turkey is placed in a high location in respect of employee productivity.

The number of banks operating in Turkey is far behind many EU member countries. A total of
13 banks established in Turkey have 73 branches abroad and 19 banks have 41 subsidiaries
by 2009. When Turkish banking sector is analyzed by asset, deposit, loan and profit items as to
capital structure, it can be seen that the share of the global-capital insfitutions, whose number
has reached 17 in 2009, have tendency to increase in general, but parallel fo global financial
crisis in the recent period, there wasa decrease in asset, deposit and profit items of the
institutions thereof.

In non-bank financial sector due to the firms’, inability to adapt to the Regulation issued in
2006, many have existed the system, thus number of firms has decreased. non-bank sector
experiencing organic recession, with the effect of global financial crisis, the number of
personnel and customer has decreased. In leasing sector where number of medium sized
firms has increased, there was certain amount of decrease in asset, loan, own fund and profit
concenftration as well. In 2009, with effects of crisis felt stronger, the factoring sector, with
relatively good performance in non-bank financial sector, has also the sector with minimum
concenfration indicators. However, while asset concentration has decreased, there was
increase in other concentrafion indicators in general in factoring sector as compared with the
previous year. While the number of large sized firms has increased, the number of personnel
and customers have decreased in consumer finance sector, in which number of firms has not
changed, as with previous year. On the other hand, the own funds concenfration in the
sectoris less than asset, loan and profits concentration.
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1. FINANCIAL DEEPENING

Financial deepening is defined as the access to wider and differentiated financial services by
all segments of the society and higher involvement of financial sector services in economic
activities. Simply, it can be described as the augmentafion of intermediafion function
provided by financial markets. Nowadays, variety of products provided by the financial
system has increased as system undertakes variety of services besides its basic functions;
whereby financial deepening becomes a more comprehensive concept. In conclusion,
financial deepening becomes a ferm concerning the development of the economy.
Furthermore, it is considered as an effective approach in elevating a country’'s economic
performance by activation of fund transfers between sectors. When observed in terms of
financial development, it is seen that the financial deepening is a concept that is hard to
measure which may create problems when expressed by a single indicator. Consequently,
financial deepening shall be interpreted with indicators including size, structure and product
variety as to reflect different approaches.

1.1. Size and Amount Indicators

Amount indicators are classified in three groups as monetary, credit and capital market
aggregates. Due to these indicators, the level of monetization of domestic economic
activities as well as the level of utilization of financial markets’ services is analyzed. Within this
scope, the asset size of types of institutions operating within the system is the most accepted
indicatfor in internafional level. This indicator also includes important information on the
structure of financial system.

1.1.1.  Ssize of Financial System

When the size and amount indicators of Turkish financial system are observed, it is seen that it
has reached TL 1.4 trillion by the end of 2009. When the size of CBRT balance sheet is excluded
form this amount, it becomes TL 1.3 frilion and when the total market capitalization of ISE is
excluded it becomes TL 953 billion. This figure was TL 236 billion in 2002 and TL 116 billion in
2000.

Assets of Financial System

TL Billion 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
CBRT 30,9 8,8 741 76,5 74,7 90,1 104,4 106,6 113,5 110,0
Banks 106,4 173,4 212,7 249,7 306,4 406,9 499,7 581,6 732,5 834,0
Financial Leasing Companies 2,2 2,8 3,8 5,0 6,7 6,1 10,0 13,7 17,1 14,6
Factoring Companies 1,3 1,5 2,1 2,9 4,1 5,3 6,3 7,4 7,8 10,4
Cons. Fin. Companies 0,0 0,0 0,5 0,8 1,5 2,5 3,4 3,9 4,7 4,5
Asset Management Comp. 0,0 0,0 nd. nd. nd nd. n.d. 0,2 0,4 0,4
Insurance Companies 2,5 4,0 5,4 7,5 9,8 14,4 17,4 22,1 26,5 33,3
Individual Pension Comp. 0,0 0,0 0,0 3,3 4,2 5,7 7,2 9,5 12,2 15,7
Securities Intermediation Ins. 0,5 0,7 1,0 1,3 1,0 2,6 2,7 3,8 4,2 5,2
Securities Investment Trust 0,0 0,0 0,1 0,2 0,3 0,5 0,5 0,7 0,6 0,7
Securities Investment Funds 1,9 4,8 93 19,9 24,4 29,4 22,0 26,4 24,0 29,6
ISE Tot. Market Cap. 46,7 68,6 56,4 96,1 132,6 218,3 230,0 336,17 182,0 350,8
Real Estate Investment Trust 0,9 1,1 1,1 1,2 1,4 2,2 2,5 4,1 4,3 4,7
Venture Capital Invest. Trust 0,0 0,0 0,0 0,0 0,1 0,1 0,1 0,2 0,1 0,2
Total 193,3 339,6 366,5 464,4 567,2 784,17 906,2 1116,3 1129,9 1414,1
Total-CBRT Excluded 162,4 256,9 292,4 387,9 492,5 694,0 801,8 1009,7 1016,4 1304,1

Total-CBRT and ISE excluded 15,7 188,3 236,0 291,8 359,9 475,7 571,8 673,6 834,4 953,3

Source: BRSA, CBRT, CMB, UoT, BAT, ISE

in addifion to the nominal aggregates of financial system, its volume indicators shall also be
analyzed as ratio of national income. As a matter of fact, when these GDP ratios are
analyzed, it is seen that the total financial system to GDP ratio in Turkey has increased from
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116% in 2000 to 148.2% in 2009. Excluding capital market and Central Bank sizes, the ratio has
increased from 69.4% in 2002 to 99.9% in 2009.

Financial System
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Another subject observed when the aggregates of Turkish financial system are analyzed is that
the banking-weighted structure of the system keeps increasing. The share of banking within
total which was 50% in 2000 has increased to 59% in 2009. Moreover, the when the same ratio
is observed excluding the CBRT and ISE capitalization, it is seen that it is realized respectively as
90.1% and 87.5% in 2002 and 2009. Especially during the period after 2004, it is observed that
the relative weight of insurance companies within financial system has increased, with also
effect of individual pension insurance.

Financial System to GDP Ratio

(%) 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
CBRT 18,5 34,5 21,1 16,8 13,4 13,9 13,8 12,6 11,9 1,5
Banks 63,8 722 60,7 54,9 548 62,7 659 69,0 77,1 87,4
Financial Leasing Companies 1,3 1,2 1,1 1,1 1,2 0,9 1,3 1,6 1,8 1,5
Factoring Companies 0,8 0,6 0,6 0,6 0,7 0,8 0,8 0,9 0,8 1,1
Consumer Fin. Companies 0,0 0,0 0,1 0,2 0,3 0,4 0,4 0,5 0,5 0,5
Asset Management Companies 0,0 0,0 0,0
Insurance Companies 1,5 1,7 1,5 1,6 1,8 2,2 2,3 2,6 2,8 3,5
Individual Pension Companies 0,0 0,0 0,0 0,7 0,8 0,9 0,9 1,1 1,3 1,6
Securities Intermediation Ins. 0,3 0,3 0,3 0,3 0,2 0,4 0,4 0,5 0,4 0,5
Securities Investment Trust 0,0 0,0 0,0 0,0 0,1 0,1 0,1 0,1 0,1 0,1
Securities Investment Funds 1,2 2,0 2,7 4,4 4,4 4,5 2,9 3,1 2,5 3,1
ISE Tot. Market Cap. 28,0 28,6 16,1 21,1 23,7 33,6 30,3 39,9 19,1 36,8
Real Estate Investment Trust 0,5 0,5 0,3 0,3 0,3 0,3 0,3 0,5 0,5 0,5
Venture Capital Invest. Trust 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0
Total 116,0 141,4 104,6 102,10 101,5 120,8 119,5 132,4 18,9 148,2
Total- CBRT Excluded 97,4 106,9 83,4 85,3 88,1 106,9 105,7 119,7 106,9 136,7
Total- CBRT and ISE Excluded 69,4 78,4 67,3 64,2 64,4 73,3 75,4 79,9 87,8 99,9

Source: BRSA, CBRT, CMB, UoT, BAT, ISE

Similarly, when the nominal and real (CPlI and deflated) developments of financial system
within the period of 2000-2009 are analyzed, it is seen that the system has shown a consistent
growth performance. Financial sector has grown by 21.3% annually in average within the
period of 2002-2009. Within the same period, the annual average real growth rate is 11.1%
which is a high. When the period of 2000-2009 is analyzed, the annual average nominal
growth is 28.9% and the real growth is 10.4%. The recession in the banking sector following the
2001 crises was effective in decrease of average real ratios within the period of 2000-2009.
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As a matter of fact, when real and nominal sizes are analyzed for banking, a frend parallel
with the system’s performance is observed. When the tri-monthly data of banking sector as of
2000 are analyzed, a constantly increasing trend is observed. However, when the asset size of
sector is analyzed by data sterilized from inflation and as GDP ratios, a recession is observed
until the first quarter of 2003, within the framework of crisis of November 2000 and February
2001. Within the following period it is seen that the sector answers strongly to developments
within the framework of surveillonce and supervision and implementation of economic
stability.

Asset Size of Banking Sector
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Within the period of 2000-2009, the annual average growth rate of banking sector is realized
as 25.7% in nominal terms and as 7.6% in real terms. Within the period of 2002-2009 the annual
real growth rate average has increased to 11.3%. Moreover, the growth performance of
banking secfor concerning this period is exiremely stable. This performance has also
contributed positively to the general stability and development of financial system.

Banking Sector Activity Development
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Assets/GDP Ratios of European Union Credit Institutions

When the ratio of total assets of credit institutions to GDP in EU countries are analyzed, a ratfio
considerably higher than Turkey is observed. In this ratio, the annual average of Monetary Union
countries (MU15) in 2008 is 331.9%. EU*27 average of the same period is 337.4%. Parallel with the
steady development especially in banking in Turkey, this rafio has increased to 79.4% in 2008 and to
89.4% in 2009. With this ratio, Turkey is above some new members of EU and is closer to countries with
developed financial system. However, Turkey is still behind countries of long-established banking and
financial services but has a high developing potential in this field.

Total Assets of Credit Institutions /GDP (%)

2002 2003 2004 2005 2006 2007 2008
Luxembourg 2751,6 2724,0 2525,8 2620,7 2475,1 2514,2 2541,0
Ireland 365,3 442,6 485,0 580,8 664,5 701,6 760,4
Malta 363,4 398,8 461,4 566,7 586,8 690,3 734,2
Cyprus (Greek
Part) 367,1 375,6 365,7 458,0 522,2 592,9 697,1
United Kingdom 348,8 367,6 400,5 464,9 507,5 493,8 486,8
Denmark 289,1 307,9 319,5 360,0 36,5 431,8 469,6
Austria 251,1 265,6 272,9 296,1 308,3 329,0 378,9
Netherlands 291,6 316,8 341,5 330,7 341,4 383,8 375,9
France 247,4 258,2 266,2 293,9 317,1 352,7 370,5
Belgium 289,3 301,7 315,7 3493 352,6 387,5 369,6
Germany 297,2 298,3 297,8 304,5 306,3 31,4 315,5
Spain 184,1 206,1 204,2 236,5 256,1 280,3 308,7
Portugal 229,2 257,5 239,6 241,5 255,5 269,3 290,2
Sweden 188,2 200,6 208,4 221,7 246,8 255,4 274,1
Italy 156,3 164,1 163,5 175,5 188,0 215,7 230,8
Finland 15,1 129,1 139,6 149,3 152,7 160,1 207,8
Greece 140,5 148,6 124,0 142,2 147,8 168,0 190,2
Latvia 73,2 85,6 99,9 120,9 141,4 146,0 139,5
Estonia 67,3 81,4 89,0 107,1 17,4 134,9 139,0
Slovenia 84,4 90,9 90,1 105,0 12,3 126,2 132,0
Hungary 61,6 78,0 n.d. 88,3 104,1 107,0 17,8
Bulgaria 46,6 55,7 66,5 79,7 88,4 108,1 107,9
Czech Rep. 99,0 97,5 98,7 100,7 101,0 110,1 104,4
Slovakia 91,2 91,2 90,6 98,3 10,3 105,8 101,0
Lithuania 33,3 43,0 47,1 63,1 72,3 83,8 82,2
Turkey(*) 61,9 56,2 56,3 64,0 67,7 71,1 79,4
Poland 59,6 53,5 69,3 66,9 69,7 75,3 72,7
Romania 27,8 30,5 38,0 44,4 53,1 58,2 61,7
MU-15 249,3 260,6 262,4 280,7 294,2 317,8 331,9
EU-27 257,8 270,1 275,0 299,8 317,4 332,3 3374

Source: EU Banking Structures 2010 (*) Banks+ Financial Leasing +Consumer Financing Companies

BRSA 4 Structural Developments in Banking /December 2009



1.1.2. Domestic Savings

Other structural indicators concerning financial system are domestic savings. The level of total
domestic savings is determinant for economic growth but also it conveys information about
the level of development and financial depth Furthermore, the development of domestic
savings by sectors (public and private sectors) is important also for the types and
development of domestic financial products.

Domestic Savings

20,0
30,0 Y
*) 5 . inrs / CDP ®) Savings- Investment Dif. /GDP
25,0 omestic Savings / 15,0
20,0
10,0 Public (Savings-Investment)
15,0 Diff.
5,0
10,0
5,0 0,0
0,0 5,0
-5,0
Private Savings | GDP -10,0
-10,0
O D I DD X O DD & o
LSS S
v 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009E

Source: SPO (RF: Realization Forecasting)

The proportion of total domestic savings to the GDP in Turkey has decreased from 18.4% in
2000 to 14.2% in 2009. The diminution of savings of private sector after 2003 was effective in this
development. Private savings/private disposable income ratio of 25% in 2000 has declined to
14.5% in 2006 and redlized as 18.6% in 2009. The relative increase in 2008 and 2009 may be
explained by the effect of crisis on private consumption; but the decrease in savings during
2002-2006 is result of the augmentation of private demand due to the recession in nominal
and real interests and increasing financial stability.

Domestic Savings
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When the proportion of investment-saving difference to nafional income by sectors is
analyzed, it is seen that the public sector which had constant savings gap within the period of
2000-2004 has transformed into a sfructure with savings surplus as a result of the financial
discipline. In 2009, as a result of the relative relaxation realized within the framework of policies
applied to decrease the effects of global crisis, a savings gap was formed again in the public
sector. When private sector is analyzed, it is seen that savings gap was formed in periods
within which there were appropriate international borrowing conditions as well as strong
domestic demand. When post 2000 period is observed, it is seen that especially private sector
is more comfortable in borrowing because of increase in financial deepening and declining
frend in savings.
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Domestic Savings Ratio in G-20 Countries

(%) 2000 2001 2002 2003 2004 2005 2006 2007 2008
USA 17,4 15,7 13,8 12,9 13,3 14,0 14,7 14,4 12,6
Germany 20,0 19,4 19,6 19,5 21,6 21,8 23,6 25,4 n.d.
Argentine 13,4 13,2 21,6 21,5 22,1 24,9 27,3 27,1 25,5
Australia 27,8 27,0 27,0 28,3 27,0 28,4 30,0 31,0 32,9
United Kingdom 16,6 16,8 16,7 16,5 16,1 15,8 15,4 16,5 14,8
Brazil 14,3 14,3 15,6 16,9 19,5 18,2 18,4 18,1 17,5
China 37,3 38,1 40,7 44,2 46,9 51,0 53,8 53,7 53,9
Indonesia 27,4 23,7 18,9 23,8 19,2 21,7 22,7 20,7 22,2
France 21,4 21,1 19,9 19,3 19,3 18,7 19,4 20,1 18,7
South Africa 16,2 16,1 17,3 16,3 14,8 14,7 14,8 15,3 16,1
South Korea 33,2 31,2 30,4 31,8 33,9 32,0 30,7 30,7 30,5
India 25,4 25,7 26,9 28,6 32,2 34,4 36,0 38,0 38,2
Italy 20,6 20,9 21,0 20,0 20,5 19,8 20,0 20,3 18,5
Japan 27,6 26,4 25,5 25,6 26,2 26,5 26,7 28,0 25,9
Canada 24,1 22,9 21,7 21,9 23,3 23,9 24,6 23,0 23,4
Mexico 21,0 18,3 18,8 22,3 24,3 23,7 25,9 25,9 25,3
Russia 37,1 33,4 29,3 29,9 31,5 31,9 31,9 30,9 32,8
Saudi Arabia 29,4 26,2 28,5 34,5 40,8 47,6 46,7 44,8 48,3
Turkey(*) 18,4 18,4 18,6 15,5 16,0 15,9 16,5 15,5 16,9

Source: World Bank, (*) SPO

When the domestic savings in G-20 countries are analyzed, it is seen that the developed
economies excluding USA have relatively high savings ratfios. Moreover, China, India, South
Korea and Russia which are developing countries inside G-20 have clearly high savings ratios.
Turkey and Brazil which are also developing countries have relatively low savings ratios. This
fact is one of the problems faced by the Turkish economy for growth but also for financial
deepening.

1.1.3.  Monetary Aggregates

Monetary aggregates are among most used indicators for financial deepening. The
development of these aggregates from the most narrow-defined money supply to the most
widely-defined money supply, national money and other monetary units and the usage of
payments system have become the criteria of financial deepening.

It is expected that M1/GDP ratio will decrease with the continuation of financial deepening in
the economy. The fact the amount of money in circulation is high, which means that the
M1/GDP ratio is high is accepted as an indicator of financial underdevelopment; while the
fact that this ratio is low indicates that financial markets are developed and within this
context, this ratio is considered as an important indicator for financial deepening.

M1 Money Supply and M1 Indicators
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When the tri-monthly money supply definitions according to CBRT data are analyzed, it is seen
that M1/GDP ratio had a significant decreasing fendency within the period of 1987-1999. The
reason for the increase occurring in following periods, are changes made in the definition of
M1. Despite these changes, the increase of the ratio remained limited.

The other financial deepening indicator frequently used to measure monetary aggregates is
the proportion of widely-defined money supply to GDP. When the M2/GDP and time deposits
are considered together, an indicator also measuring infermediation of banking sector is
obtained. This is in a sense a measure of the degree of monetization.

M2 Money Supply and M2 Indicators Sector Development Rates
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High M2/GDP ratio indicates developed financial markets. In Turkey, especially with the new
definition of M2 including government bonds, the M2/GDP rafio has raised after 2002 reaching
35% as of 2009.

1.1.4. Aggregates Concerning Credit and Deposit

Like monetary indicators, credit and deposit aggregates are variables frequently used for
financial deepening. Especially the ratio of credit volume within GDP is considered as a
fundamental indicator financial deepening. Thanks fo this indicator, the role and efficiency of
banking system in financial deepening can be watched.

When credit volume of Turkish financial system is analyzed, it is seen that after the slow-down
within the post 2000 period, during 2001-2002, strong increase has occurred due to
maintenance of consumer and investor confidence with economic and political stability.
Within this framework, the credit/GDP ratio has increased nearly to 40% in 2009.

Credit Volume and Credit Volume Developments
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When the credit volume is analyzed in real terms, it is seen that the increasing tendency
observed after 2002 was replaced by a horizontal conduct within the second half of 2008, as
reflection of global crisis.

Domestic Credit/GDP Provided by Banking System in G-20 Countries

(%) 2000 2001 2002 2003 2004 2005 2006 2007 2008
USA 201,1 208,6 200,5 215,4 221,3 225,2 232,5 240,7 223,7
Germany 145,4 144,0 142,4 140,6 137,8 136,0 131,3 125,0 125,7
Argentine 34,5 37,2 62,4 50,6 45,4 38,3 30,8 28,5 24,4
Australia 89,6 91,1 97,9 100,1 105,1 108,8 13,9 131,0 137,8
United Kingdom 130,1 135,7 140,8 144,9 153,5 162,1 172,5 188,2 212,3
Brazil 74,6 72,5 74,5 74,0 72,6 74,5 86,6 94,5 101,7
China 19,7 123,0 143,5 151,9 140,4 135,6 136,2 132,0 126,2
Indonesia 60,7 54,5 52,4 49,2 49,6 46,2 41,7 40,6 36,7
France 103,4 105,6 103,1 104,9 105,8 108,5 14,6 121,8 126,1
South Africa 152,5 184,3 160,1 164,6 172,0 181,6 195,4 197,6 172,2
South Korea 89,2 92,4 96,8 99,3 94,9 99,4 99,9 101,8 12,6
India 53,0 54,7 58,9 57,4 59,3 60,1 63,3 64,2 71,6
Italy 96,4 97,3 96,8 102,5 103,4 108,0 12,2 128,9 132,4
Japan 308,9 299,5 299,2 307,3 303,2 312,8 304,9 294,4 293,0
Canada 13,7 203,7 198,4 192,0 194,4 202,9 219,6 153,6 177,8
Mexico 34,1 33,1 36,5 33,2 31,8 32,1 34,8 37,7 37,5
Russia 24,7 23,1 24,8 26,5 24,9 20,6 22,4 25,6 25,9
Saudi Arabia n.d. n.d. n.d. n.d. n.d. n.d. n.d. n.d. n.d.
Turkey(*) 39,3 54,1 48,8 44,0 42,6 46,9 45,8 49,3 52,6

Source: World Bank (*) is a definition of World Bank which differentiates the definition of credit.

When share of domestic credit volume provided by the banking system in G-20 countries
within GDP is analyzed, it is seen that Turkey remains behind developed countries. However,
when compared to developing G-20 countries, Turkey has shown a stable development after
2000 and has left behind Argentine, Indonesia, Russia and Mexico in financial deepening.

Deposit Volume and Deposit Volume Developments
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Most important indicator of intfermediation of banking system and thus financial system by
economic segments and especially by households is the deposit volume to national income
rafio. When the deposit indicators including exchange rate developments because of
government bonds, it is seen that as a fundamental tendency, especially after 2002, its ratio
within national income has exceeded 50% and the volume of real deposit has expanded
constantly. This is one of the indicators showing that the savings owners are steering for
financial system and also an indicator of financial deepening.
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Credit Volume/GDP Ratio in European Union
In European countries with developed financial systems, when the countries with strong banking
systems which have become cenfers in off-shore banking such as Malta and Luxembourg are
excluded, the credit/GDP rafio is around 100%. In EU member Eastern Europe countries, this ratio
decreases to around 50%-75%. In Turkey, it is around 35%-40% despite its development within recent
period. This situation presents a negative appearance for financial deepening, but also it is important
because it indicates the potential of the system.

Total Credit / GDP (%)

2002 2003 2004 2005 2006 2007 2008
Luxembourg 548,1 492,2 435,8 479,2 470,0 526,8 553,3
Malta 165,4 178,6 538,5 229,5 275,5 369,5 433,5
Cyprus (Greek
Part) 193,2 195,5 194,6 205,4 214,1 261,8 321,2
United Kingdom 130,8 132,4 217,4 248,1 261,7 284,5 281,8
Ireland 153,0 160,0 175,7 205,6 228,1 252,3 259,0
Denmark 148,8 167,2 171,4 188,0 204,9 222,4 238,5
Netherlands 15,1 163,7 173,2 180,4 186,3 187,1 184,6
Spain 104,2 18,3 120,1 140,6 163,1 177,1 181,3
Portugal 135,3 137,2 135,2 140,3 148,6 158,0 169,5
Austria 123,6 125,5 127,0 134,5 136,4 139,3 149,0
Sweden 10,5 109,7 105,2 17,2 129,0 133,9 129,5
Germany 141,0 141,2 136,1 134,8 131,3 129,4 129,4
France 88,5 92,5 92,2 98,5 104,5 13,9 17,4
Belgium 104,3 104,6 105,0 120,1 122,1 124,5 16,8
Italy 82,3 87,1 85,4 89,6 95,8 11,6 15,0
Estonia 41,2 57,0 60,2 362,6 86,8 100,3 104,9
Latvia 3,5 40,0 49,0 69,2 96,2 98,5 99,3
Slovenia 39,3 441 53,0 58,8 69,0 84,8 93,0
Greece 66,3 76,7 68,7 74,8 78,5 87,4 90,8
Finland 59,7 65,4 68,3 74,7 78,7 82,3 89,6
Bulgaria 35,9 43,0 46,4 66,6 74,3
Hungary 53,3 62,6 64,7 72,2
Lithuania 17,1 2,6 30,0 42,2 51,3 62,1 64,6
Czech Rep. 36,8 39,2 37,9 40,9 45,4 52,8 52,2
Slovakia 33,0 38,0 48,3 48,4 47,4
Poland 0,0 0,0 32,9 31,9 35,5 43,0 43,7
Romania 10,6 15,1 17,5 20,8 28,6 34,0 37,1
Turkey 14,0 14,6 17,8 23,1 27,6 32,2 36,8
MB15 12,7 152,8 115,7 122,2 127,7 135,4 137,9
EU27 69,7 92,7 129,0 139,4 146,5 156,0 154,1

Source: EU Banking Structures 2010
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1.1.5.  Capital Market Indicators

In addition to financial deepening indicators focused in banking, fransaction volume
indicators concerning capital markets are also used in the analysis of financial deepening.
Transaction volume to national income ratio and transaction amount (figures) are the main
indicators used to determine the place of capital market in the economy.

ISE Transaction Volume Developments
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When the ISE transaction volume and transaction amount are analyzed, a fluctuated conduct
but also a considerable increase are observed after 2000. As a matter of fact, fransaction
volume/GDP ratio has also increased slightly after 2000. However, the high share of foreign
investors in ISE (70%s) amplifies the dependence of this indicator to the global risk appetite
and weakens its relationship with national financial deepening. Within this scope, it is
considered useful to analyze the structural indicators concerning ISE in the Turkish financial
system.

Stock Exchange Transaction Volume/GDP in G-20 Countries

(%) 2000 2001 2002 2003 2004 2005 2006 2007 2008
USA 326,3 288,2 2435 142,5 166,4 174,0  253,6 310,1 258,8
Germany 56,3 75,1 61,1 47,0 51,2 63,2 85,4 101,4 84,8
Argentine 2,1 1,6 1,3 3,8 5,0 9,0 2,1 3,1 4,1
Australia 55,9 65,1 76,5 81,2 85,9 91,3 14,1 161,1 99,9
United Kingdom 124,2 126,5 18,5 18,8 168,7 182,7 174,2  368,3 242,5
Brazil 15,7 11,8 9,6 10,9 14,1 17,5 23,4 43,9 46,2
China 60,2 33,9 22,9 29,1 38,7 26,2 61,5 230,4 126,4
Indonesia 8,7 6,0 6,7 6,3 10,7 14,7 13,4 26,1 21,7
France 81,6 80,4 64,1 61,3 68,7 71,1 10,5 131,8 14,0
South Africa 58,3 58,8 71,1 61,7 75,4 82,7 121,2 150,0 145,2
South Korea 200,2 139,5 137,5 106,0 88,5 142,4  140,8 188,1 157,8
India 10,8 52,2 38,9 47,5 54,1 53,6 69,8 94,1 90,6
Italy 70,9 49,4 44,3 44,0 46,6 62,7 73,3 1094 64,2
Japan 57,7 44,6 40,2 53,7 745 109,8  143,3 1483 19,5
Canada 87,6 64,5 55,3 54,0 65,9 74,6  100,9 15,1 17,3
Mexico 7,8 6,4 4,3 3,4 5,6 6,2 8,4 1,3 9,9
Russia 7,8 7,5 10,5 18,8 22,1 20,8 51,9 58,3 33,5
Saudi Arabia 9,2 12,1 18,9 74,1 188,9 349,7 393,4 177,0 11,9
Turkey 671 398 304 32,7 37,5 41,6 43,0 46,7 32,6

Source: World Bank

When the stock exchange tfransaction volume to GDP ratio in G-20 countries is analyzed, it is
seen that developed economies especially USA and United Kingdom have considerably high
ratios and the ratios of other developed countries are nearly 100%. When the developing G-20
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countries are analyzed, it is seen that Turkey is placed in a relatively good position. In the
interpretation of this indicator which is considerably sensitive face to movements in prices, the
volatility factor shall be taken into consideration.

Stock Exchange Capitalization/GDP in G-20 Countries

(%) 2000 2001 2002 2003 2004 2005 2006 2007 2008
USA 154,7 137,5 106,5 130,8 140,3 137,3 148,1 145,2 83,3
Germany 66,8 66,8 56,7 34,3 44,2 43,5 43,8 56,2 63,5
Argentine 58,4 71,6 101,4 30,0 30,3 33,6 37,2 33,0 15,9
Australia 92,0 101,4 98,4 128,6 129,7 19,2 151,3 158,2 66,5
United Kingdom 174,4 147,2 15,6 132,2 128,1 134,1 155,8 137,6 69,3
Brazil 35,1 33,6 24,6 42,5 49,8 53,8 65,3 102,8 37,4
China 48,5 39,5 31,9 41,5 33,1 34,9 91,3 184,1 64,6
Indonesia 16,3 14,3 15,3 23,3 28,5 28,5 38,1 49,0 19,3
France 108,9 87,7 66,4 75,3 75,6 81,9 107,2 106,9 52,2
South Africa 154,2 18,0 166,5 160,7 210,9 232,9 277,4 293,8 177,7
South Korea 32,2 43,6 43,3 51,2 59,4 85,0 87,8 107,1 53,2
India 32,2 23,1 25,8 46,6 55,3 68,3 89,5 154,6 55,7
Italy 70,0 47,2 39,4 40,8 45,7 44,9 55,1 50,7 22,6
Japan 67,6 55,0 54,3 71,9 79,9 104,1 108,3 101,7 65,6
Canada 16,1 97,9 78,3 103,2 18,7 130,7 133,0 152,9 66,8
Mexico 21,5 20,3 15,9 17,5 22,6 28,2 36,7 38,9 21,4
Russia 15,0 24,9 36,0 53,5 45,3 71,8 106,6 16,1 78,7
Saudi Arabia 35,6 40,0 39,7 73,3 122,3 204,7 91,7 134,1 52,5
Turkey 36,7 19,4 16,1 21,1 23,7 33,6 30,3 39,9 19,1

Source: World Bank

When the stock market capitalization to national income ratio in G-20 countries is analyzed,
tendencies similar to fransaction volume/GDP are observed. Turkey hasn't a depth like
developed countries in this area, but among developing countries within G-20, its place is
onwards, excluding 2008 which is the year of global crisis (Stock exchange capitalization/GDP
rafio of Turkey is 36.8% in 2009).

1.2. Monetary Structural Indicators

Monetary structural indicators are indicators used to determine the variations occurring in the
structure of financial system. One of these indicators is widely-defined money supply (M2) to
narrow-defined money supply (M1) ratio (M2/M1).

With the development of financial system, it is expected that the fime deposit amount to
fransaction money amount ratio would increase faster. Such increase in this ratio shows in
what form savings are placed within financial system.

Structural Developments of Money Supply Definitions
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The increase of this ratio indicates that the confidence towards banking system has increased.
It is observed that in developed financial systems the M2/M1 ratio is between 4 and é and
Turkey is in a relatively good position.

1.3. Financial Prices

The level of interest rates and real interest rates are most fundamental financial prices.
Furthermore positive interest rates are considered as a prior condition of financial
development. However, the facts the real interests are disjointed with economic growth or
that they are clearly above growth rates are affecting negatively the investment demand
and financial deepening. When the financial prices or interest rates are analyzed within this
framework, nominal levels shall have a stable structure and real interest rates shall be in
convergence with economic growth.

Nominal Interests and Real Interest
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The decrease of volafility of nominal rates is expected to help the prolongation of maturity
horizon of investors and account owners. When considered form this point of view, within the
framework of a more effective risk management, it is expected that the banking sector will
empower its intermediation function and financial deepening will increase. When the
development of nominal interest rates in Turkey is analyzed, it is seen as a result of the
significant progress made toward the fight against inflation after 2002, a stable and low level
has been reached. However, the maturity mismatch which is an important problem for Turkish
banking sector preserves its presence and accordingly the reflections of developments of
nominal interest on financial deepening remain limited.

When the real interest level calculated by CPl expectations (for 12 months) and Treasury
Bidding interest rates are analyzed, it is observed that with the economic stability, the rate
which was between 25%-35% in the beginning of 2000 has decreased to 2-5% within the
period of 2002-2009.

When the credit interest rates in G-20 countries are analyzed within the framework of the data
compiled by World Bank, it is seen that there are single-digit interest rates in many economies.
In developing G-20 countries, excluding the high rates of Brazil, the credit interest rates are
between 10% and 15%.
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Credit Interest Rates in G-20 Countries

(%) 2000 2001 2002 2003 2004 2005 2006 2007 2008
USA 9,2 6,9 4,7 4,1 4,3 6,2 8,0 8,1 5,1
Germany 9,6 10,0 9,7 - - -

Argentine 1,1 27,7 51,7 19,1 6,8 6,2 8,6 1,1 19,5
Australia 9,3 8,7 8,2 8,4 8,9 9,1 9,4 8,2 8,9
United Kingdom 6,0 5,1 4,0 3,7 4,4 4,6 4,6 5,5 4,6
Brazil 56,8 57,6 62,9 67,1 54,9 55,4 50,8 43,7 47,3
China 5,9 59 53 53 5,6 5,6 6,1 7,5 53
Indonesia 18,5 18,5 18,9 16,9 14,1 14,1 16,0 13,9 13,6
France 6,7 7,0 6,6 6,6 6,6 - - - -
South Africa 14,5 13,8 15,8 15,0 1,3 10,6 11,2 13,2 15,1
South Korea 8,5 7,7 6,8 6,2 5,9 5,6 6,0 6,6 7,2
India 12,3 12,1 1,9 1,5 10,9 10,8 11,2 13,0 13,3
Italy 7,0 7,3 6,5 5,8 55 53 5,6 6,3 6,8
Japan 2,1 2,0 1,9 1,8 1,8 1,7 1,7 1,9 1,9
Canada 7,3 5,8 4,2 4,7 4,0 4,4 5,8 6,1 4,7
Mexico 16,9 12,8 8,2 7,0 74 9,7 7,5 7,6 8,7
Russia 24,4 17,9 15,7 13,0 1,4 10,7 10,4 10,0 12,2

Source: World Bank

When the data concerning real inferest by G-20 countries calculated by the World Bank are
analyzed, negative interest rates are observed in China, Indonesia and Russia. In other
economies excluding Brazil, the real interest rates show a development compatible with their
growth rate. Within this framework, it can be said that the Turkish economy presents a more
consistent appearance with global tendencies within the period after 2008.

Real Interest Rate in G-20 Countries

(%) 2000 2001 2002 2003 2004 2005 2006 2007 2008
USA 6,9 4,4 2,9 1,9 1,4 2,8 4,6 5,2 2,9
Germany 10,4 8,7 8,2 -

Argentine 9,9 29,1 16,2 7,8 -2,2 -2,5 -4,2 -2,8 0,3
Australia 71 3,6 5,2 53 52 5,1 4,6 34 4,3
United Kingdom 4,7 2,9 0,9 0,6 1,8 2,4 2,0 2,6 2,3
Brazil 47,7 44,6 47,3 46,9 43,4 44,9 42,1 38,5 39,1
China 3,7 3,7 4,7 2,6 -1,2 1,7 2,4 0,0 1,8
Indonesia 1,7 3,7 12,3 10,9 5,1 -0,2 1,7 2,3 3,9
France 5,2 4,9 4,1 4,6 4,9

South Africa

South Korea 3,4 3,7 3,4 2,6 2,8 4,9 6,1 4,4 4,3
India 8,5 8,8 7,8 7,6 5,0 6,3 5,9 7,8 6,7
Italy 5,0 4,2 3,2 2,6 2,8 3,2 3,7 3,8 3,9
Japan 3,9 3,2 3,5 3,5 2,9 2,9 2,6 2,6 2,8
Canada 3,0 4,6 3,1 1,4 0,8 1,0 3,2 2,9 0,8
Mexico 4,3 6,5 1,2 -10,0 -1,5 5,1 0,6 2,7 2,1
Russia '9:6 1,2 0,1 '078 752 7,2 4,4 3,4 '5:8
Source: World Bank
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1.4. Banking Sector Medium Term Projections

To obtain medium term projections concerning banking sector, different methods were used
together. One of fundamental entries to form the predictions concerning fundamental sizes of
banking sector is the Medium Term Program (2010-2012) presenting the medium term
perspective of Turkish economy announced on September 16, 2009. The targets of this
program are used to obtain nominal increase rates of GDP, fixed capital investment, total
investment and total demand. These increase rates, together with medium and long term
averages of credit increase rate to related national income component increasing rate ratio
are used fo predict the figures of 2010 and 2012.

In addition to this simple linear method which takes the macroeconomic frame externally,
different prediction studies were also conducted in which econometric models including the
period of 2010-2015 were also used. Basically, a vector error correction model (vector error
correction model-VECM) including a money demand function was predicted. In addition to
this model study, different vector auto-regression models (vector auto regression-VAR) upon
real variables were also used to support the predictions.

In the first study which was conducted upon growth, developments of domestic demand and
credit expansion, different periods were analyzed. Negative effects of financial crisis
experienced globally since 2007 were sensed especially in 2009 in the banking sector and
have caused the asset growth to remain relatively low. It is assessed that the economic
recovery has started generally and as of 2010, the negative effects of the crisis will diminish It is
expected that as of 2011, the sector wil catch a growth performance close to ifs
performance within the period of 2002-2008.

This framework which is fundamentally a linear analysis is particularly used for developing
countries. "Coefficient of velocity” which may be defined as relative growth rates is around 2
for developing countries. As a matter of fact, in the “Credit Expansion in Turkish Economy”
analysis, within the December 2007 issue (8" issue) of Financial Markets Report, these
coefficients were calculated as around 2.5 nominally for Turkey.

Expansion Scenarios in Credit Volume

Credit Volume Expansion Predictions (%)

2010 2011 2012
SCENARIO-I (2002-2008 Averages)
1 Credit Rate of Increase/GDP Growth Rate Ratio (2,38) 20,7 20,7 23,2
2 (Credit Rate of Increase [Total Investment Growth Rate Ratio (2,09). 16,6 17,5 19,7
3 Credit Rate of Increase /Total Demand Rate Ratio (2,34). 18,1 18,4 16,7
SCENARIO -11 (1999-2008 Averages)
4  Credit Rate of Increase / GDP Growth Rate Ratio (1,75) 13,9 14,8 17,0
5 Credit Rate of Increase [Total Investment Growth Rate Ratio (1,70) 22,5 20,5 26,4
6  Credit Rate of Increase [Total Demand Rate Ratio (1,71) 15,9 16,3 18,6
A.  Average of Predictions (2002-2008)(1+2+3/3) 18,4 18,8 19,8
B. Average of Predictions (1999-2008) (4+5+6/3) 16,2 16,9 17,8

Source: BRSA, SPO

In this prediction study, coefficients of velocity are calculated separately for the period of
1999-2008 (long term) and the period of 2002-2008 (medium term). While the coefficient in
long ferm is around 1.75, it is around 2.30 in medium term. This situation is a reflection of
financial stability and development of financial access channels, in addition to the increase of
consumer and investor confidence. Within the framework of the study conducted with the
above-mentioned method, credit expansion predictions are between 13.9% and 22.5% for
2010; between14.8% and 20.5% for 2011 and between 17% and 26.4% for 2012.
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Medium Term Program Fundamental Economic Aggregates

(%) 2009 2010 2011 2012
REAL RATES (Growth)

GDP Growth -6,0 3,5 4,0 5,0
Total Fixed Capital Investment -17,9 7,5 6,8 10,2
Total Domestic Demand 7,6 3,8 4,4 538
INFLATION

GDP Deflator 6,0 5,0 4,5 4,5
CPI End-of-Year % Variation 5,9 5,3 4,9 4,8
NOMINAL RATES (*)

Nominal GDP Growth (with implicit deflator) -0,4 8,7 8,7 9,7
Nominal Investment Growth (with CPI) 13,1 13,2 12,0 15,5
Nominal Total Domestic Demand Growth (with CPI) 2,1 9,3 9,5 10,9

Source: SPO (*) Calculated by BRSA- Department of Strategy Development using growth and price assumptions.

In the model studies conducted by BRSA- Department of Strategy Development, a vector
error correcting program including a money demand function basically was estimated.
Fundamental variables of this model were total assets, CPl, exchange rate of USD, inferest
rates and GDP. Moreover, a dummy variable was used for periods of crisis. In addition to these
model studies, different VAR models were used upon different variables.

VECM and VAR Prediction Results
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This model predicts the year 2010 as a year with recession in banking sector despite the
presence of dummy variable, but predicts a stable growth above 10% for the period of 2011-
2015. Furthermore, in other econometric studies realized upon the difference of real variables,
the results obtained show that the asset growth within the period of 2010-2015 will be between

10% and 15%.

Within the framework of these results which are considerably sensible vis a vis developments in
prices, it is estimated that total assets of banking sector will grow by 11% in annual average
within the period of 2010-2015 and willreach TL 1.6 frillion by the end of 2015. Within this scope,
it is assumed that the share of banking sector’s total assets within GDP will reach 115% as of
2015.
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2. MARKET STRUCTURE OF BANKING SECTOR
2.1. Assets

2.1.1. Total Assets

Developments during 1990s which can be qualified as financial instability period and 2000-
2001 financial crisis years had significant effects on the market structure of Turkish banking
sector. During the instability period, there was an environment having factors such as
deregulation policies, granfing of banking licenses in a relatively easy manner, corporational
management weakness, weaknesses brought by partial supervision and surveillance structure
as well as inadequate risk management culture. In this environment, the increase in number of
banks determined the market structure. As a matter of fact, the sector which was comprised
of many small-scale banks in2000 tightened significantly due to its structural problems as well
as with November 2000 and February 2001 crisis and the developments occurring in the
following period, transforming into a structure of less number of banks. The mentioned change
can be monitored by the shares of first 5 and first 10 banks as well as by Herfindahl-Hirschman
Index! (HHI) which is the concentration criteria.

Concentration Indicators as per Total Assets

Total assets (%) 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
First 5 Banks 47,0 53,8 57,4 59,0 58,1 61,4 60,9 59,8 60,1 60,5
First 10 Banks 67,9 78,6 79,3 80,6 82,0 82,9 83,5 82,5 82,8 83,4
HHI 623,4 7949 8517 904,6 9059 9347 910 879,1 8857 9133
Distribution by Scale
Large-scale 53,2 73,3 74,0 734 71,6 71,8 75,2 74,0 74,3 75,5
Medium-scale 27,0 16,8 16,0 16,2 18,0 17,5 14,9 16,5 16,4 16,3
Small-scale 19,7 9,9 10,1 10,4 10,4 10,7 9,8 9,5 9,3 8,2
Total 100,0  100,0  100,0 100,0 100,0 100,0 100,0 100,0 100,0  100,0

Functional Distribution

Deposit Banks 939 944 944 94,4 942 942 939 934 934 927
Development and Investment 4,4 4,5 3,2 3,2 3,2 3,1 3,1 3,2 3,1 3,2
Participation Banks 1,8 1,1 2,4 2,4 2,6 2,7 3,1 3,3 3,5 4,0
Total 100,0  100,0  100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0

When asset concentration in banking sector is analyzed; it is observed that there is a sharp
change in the share of first 5 banks and first 10 banks in total assets between 2000 and 2009.
While the share of first 5 banks in 2000 was 47%, the mentioned ratio reached to 60,5% in 2009
by a moderate trend annually, and HHI increased from 623,4 points to 913,3 points. In the
same period, number of banks decreased with the crisis in the sector while the share of large-
scale? banks increased and share of medium and small-scale banks decreased.

' HHI is a widely used criteria for the measurement of market concentration. It is calculated as sum of squares of
market shares of each company(bank) in the market. HHI takes values between 0 and 10.000. When market
structure is close to monopoly, concentration increases and HHI value increases. Accordingly, if index value is
10.000, it shows that there is only one company(bank) in the market, and when HHI value is close to 0, it shows
that there are thousands of companies in the market and there is full competition. A value smaller than 1.000
shows a relative competitive market structure, a value between 1.000-1.800 shows a market structure with slight
concentration. Values bigger than 1.800 are accepted as monopolistic structure.

2 Banks with share of assets in total sector above 5% are classified as large, between 1%-5% as medium and
below 1% are as small-scale banks.
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When 2003 and following years is analyzed, it is seen that effects of the crisis on the change
of market structure diminished spreading over the years and the sector had a change by its
own dynamics with the political, macroeconomic and financial stability. As a matter of fact,
EU membership process and the extraordinary economic growth performance in 2003-2007
friggered the developments in the sector.

In this period, factors such as mergers and acquisitions as well as global capital inflow which
occurred as a reflection of the improvements obtained in the regulatory and supervisory
structure of the sector led to very important structural changes. Therefore, it is seen that the
market structure has been formed by its own internal and external dynamics rather than the
crisis experienced in the last 6 years.

On the other hand, when functional distribution of banks operating in the sector is analyzed, it
is seen that the decrease observed in the shares of development and investment banks as
well as deposit banks brought a slow but stable increase of participation banks.
Asset Conceniration and Functional Distribution
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When ranking of asset shares in the sector is analyzed, it is seen that, 6 of 86 banks
operating in 2000 which is the crisis period are big-scale, 12 are medium-scale and 67
are small-scale banks. In the mentioned year, 2 of 6 large-scale banks are public banks.
The asset share of the biggest bank of the sectoris 15,47% in this period and it is a public
bank.

In 2002, in which the crisis is overcome, the share of the biggest bank of the sector was
17,4% and while there was not a significant change in number of large and small-scale
banks, number of medium-scale banks decreased to 40. In the following years, number
of large-scale banks increased to 7 and moderate decrease is observed in the number
of medium-scale banks. Number of small-scale banks contfinued to decrease as per
years.

In 2009, while the asset share of the largest bank decreased to 14,93%, there are 4
banks, asset share of which is over 10%. The fact that asset shares of large-scale banks
are close to each other is an indicator for the stiff competition in the sector.
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Asset Share Ranking in the Sector3

(%) 2000 Share 2002 Share 2004 Share 2006 Share 2008 Share 2009 Share
1 T.CZIRAATB. 1547 T.CZIRAATB. 17,40 T.C.ZIRAATB. 18,16 T.iS BANKASI 15,08 T.C. ZIRAAT B. 14,25 T.C. ZIRAAT B. 14,93
2 T.HALKB. 10,13 AKBANK 11,29 T.IS BANKASI 12,27 T.C.ZIRAAT B. 14,54 T.1S BANKASI 13,36 T.iS BANKASI 13,65
3 T.iS BANKAS 7,36 T.i$ BANKASI 10,95 AKBANK 11,13 AKBANK 11,46 T. GARANTI B. 12,14 T. GARANTI B. 12,65
4 YAP.VEKR. 7,09 T.GARANTI B. 9,03 T.GARANTI B. 8,37 T.GARANTI B. 10,06 AKBANK 11,69 AKBANK 1,43
5 AKBANK 6,94 YAP.VE KR.B. 8,69 T.HALK B. 8,19 YAPIVEKREDIB. 9,78 YAPIVE KREDI B. 8,70 T. VAKIFLAR B. 7,80
6 T.GARANTIB. 6,24 T.HALKB. 8,04 YAPIVEKREDiB. 7,85 T.VAKIFLAR B. 7,40 T.VAKIFLAR B. 7,15 YAPI VE KREDI B. 7,74
7 T.VAKIFLARB. 4,62 TVAKIFLARB. 5,88 T.VAKIFLAR B. 7,71 T.HALK B. 6,92 T. HALK B. 7,01 T. HALK B. 7,32
8 PAMUKBANK 4,41 KOGBANK 3,07 KOGBANK 3,30 FINANSBANK 3,60 FINANSBANK 3,63 FINANSBANK 3,52
9 T.EMLAKB. 3,48 PAMUKBANK 2,68 FINANSBANK 2,75 OYAKBANK 2,37 DENIiZBANK 2,63 DENIZBANK 2,57
10 DEMIRBANK 2,21 FINANSBANK 2,27 FORTIS BANK 2,27 DENiZBANK 2,30 ING BANK 2,25 ING BANK 1,83
11 T.iHRKREDIB. 2,77 TURK EXIM B. 2,12 DENiZBANK 2,14 HSBC BANK 2,06 HSBC BANK 2,01 TURK EKONOMI B. 1,81
12 OSMANLI B. 2,03 FORTIS BANK 1,80 OYAKBANK 1,96 FORTIS BANK 1,72 TURK EKONOMI B. 2,01 HSBC BANK 1,67
13 KOGBANK 2,01 OYAKBANK 1,62 HSBC BANK 1,68 TURK EKONOMIiB. 1,66 FORTIS BANK 1,63 ASYA KATILIM B. 1,39
14 FINANSBANK 1,89 BIRLESIKFON B. 1,62 TURK EXIMBANK 1,42 CITIBANK 1,22 ASYA KATILIM B. 1,11 FORTIS BANK 1,36
15 BIRLT.KORF.B. 1,08 DENiZBANK 1,56 TURK EKONOMIB. 1,14 iLLER B. 0,89 SEKERBANK 1,10 SEKERBANK 1,08
16 TURK DISTIC.B. 1,07 HSBC BANK 1,47 SEKERBANK 0,99 ASYA KAT. B. 0,84 T. FINANS KAT.B. 0,97 T. FINANS KAT.B. 1,04
17 INTERBANK 1,05 T.EKONOMi B. 1,10 iLLER B. 0,97 TURK EXIMBANK 0,83 iLLER B. 0,94 iLLER B. 0,96
18 TOPRAKBANK 1,03 SEKERBANK 1,01 T.SINAI KAL. B. 0,73 TURKIYE FINANS 0,83 T. SINAI KALK.B. 0,85 T. SINAi KALK.B. 0,83
19 T.EKONOMIiB. 0,97 iLLERB. 0,85 ANADOLUBANK 0,62 T.SINAI KAL. B. 0,81 KUVEYT TURKB. 0,79 KUVEYT TURKB. 0,83
20 ESKISEHIR B. 0,89 T.SINAIKAL.B. 0,74 BIRLESIK FON B. 0,62 SEKERBANK 0,80 CITIBANK 0,75 T.HRACAT KR. B. 0,78
21 ILLERB. 0,85 CITIBANK 0,67 ASYAKATILIMB. 0,62 KUVEYT TURK 0,59 T.iHRACATKR.B. 0,68 AL BARAKA TURK 0,77
22 KENTBANK 0,85 ALTERNATBANK 0,58 CITIBANK 0,61 TEKSTILB. 0,56 ALBARAKATURK 0,65 CITIBANK 0,59
23 SEKERBANK 0,80 T.IMAR B. 0,54 KUVEYT TURK 0,53 ANADOLUBANK 0,55 ALTERNATIFBANK 0,51 ANADOLUBANK 0,46
24 ETIBANK 0,78 ANADOLUBANK 0,53 ALBARAKATURK 0,47 ALBARAKATURK 0,50 EUROBANK TEKF. 0,48 EUROBANK TEKF. 0,46
25 TUT.B.-YASAR 0,78 ALBARAKATURK 0,51 TEKSTIL B. 0,43 ALTERNATIFBANK 0,40 ANADOLUBANK 0,46 ALTERNATIFBANK 0,44
26 EGEBANK 0,75 TEKSTIL B. 0,50 FAMILY FINANS. 0,41 BIRLESIK FON B. 0,24 TEKSTILB. 0,40 TEKSTIL B. 0,26
27 T.IMARB. 0,73 KUVEYT TURK 0,50 ALTERNATIFBANK 0,37 TEKFENBANK 0,22 BANKPOZITiF 0,23 DEUTSCHE BANK 0,23
28 HSBCB. 0,69 ASYAKATILIM 0,37 TURKIYE FINANS 0,33 MILLENNIUM B. 0,21 IMKB TAKASBANK 0,19 BANKPOZITIF 0,19
29 IHLASFINANS 0,66 TEKFENBANK 0,26 TEKFENBANK 0,19 T.KALKINMA B. 0,18 ABN AMRO BANK 0,18 iMKB TAKASBANK 0,18
30 TURKTIC.B. 0,64 FAMILY FINANS 0,24 T.KALKINMA B. 0,17 DEUTSCHE B. 0,18 MILLENNIUM B. 0,17 T. KALKINMA B. 0,15
31 IKTISATB. 0,62 TUR. FINANS 0,22 ABN AMRO BANK 0,14 ABN AMRO BANK 0,14 T. KALKINMA B. 0,14 ROYALBANK OFSC. 0,15
32 ALTERNATIFB. 0,61 TKALKINMAB. 0,21 JP MOR. CHASE 0,14 WESTLB AG 0,14 TURKLAND BANK 0,14 TURKLAND BANK 0,14
33 CITIBANK 0,60 AK ULUSLAR. 0,21 TURKISH BANK 0,13 SOC. GENERALE 0,13 BIRLESIK FON B. 0,12 MILLENNIUM B. 0,13
34 DENIZBANK 0,56 ABN AMRO B. 0,14 SOCI. GENERALE 0,12 TURKISH BANK 0,13 WESTLB A.G. 0,1 TURKISH BANK 0,12
35 TEKSTILB. 0,54 TURKISH BANK 0,14 TURKLAND B 0,12 TAKASBANK IMKB 0,12 TURKISH BANK 0,11 ARAP TURK B. 0,12
36 EGSB. 0,48 ARAP TURK B. 0,13 DEUTSCHE BANK 0,12 TURKLAND BANK 0,11 ARAP TURK B. 0,11 BIRLESIK FON B. 0,10
37 ANADOLUBANK 0,47 WESTLB AG 0,13 AK ULUSLARARASI 0,11 BANKPOZITIF 0,10 DEUTSCHE BANK 0,09 AKTIF YATIRIM B. 0,07
38 SUMERBANK 0,42 ADABANK 0,13 ARAP TURK B. 0,11 ARAP TURK B. 0,08 SOCIETE GEN. 0,07 WESTLB A.G. 0,07
39 ALBARAKA 0,41 CALYON BANK. 0,10 TAKASBANK IMKB 0,10 CALYON BANK 0,06 BANK MELLAT 0,05 BANK MELLAT 0,05
40 BNP-AKDRESD. 0,34 DEUTSCHE B. 0,10 MILLENNIUM B. 0,09 BANK MELLAT 0,05 AKTIF YATIRIMB. 0,03 SOCIETE GENERALE 0,04
41 YURTTIC.KRED 0,31 TAKASB.IMKB 0,10 CALYON BANK 0,09 JP MOR. CHASE 0,04 JP MORGAN CHASE 0,03 MERRILL LYNCH 0,02
42 T.SINAIKALK. 0,31 SOCIETE GEN. 0,07 WESTLB AG 0,08 NUROL YAT.B. 0,03 DILER YATIRIM B. 0,02 JP MORGAN CH. 0,02
43 ULUSALBANK 0,29 TURKLAND B. 0,06 BANK MELLAT 0,06 DILER YATIRIM 0,02 NUROL YATIRIM B. 0,02 NUROL YATIRIMB. 0,02
44 BANKEKSPRES 0,29 CR.SUIS.F.BOS. 0,06 BANKPOZITIF 0,05 GSD YAT. B. 0,02 MERRILL LYNCH 0,01 GSD YATIRIM B. 0,01
45 WESTLBAG 0,27 BANK MELLAT 0,05 BANCADIROMA 0,03 BANCADIROMA 0,02 HABIB BANK LiM. 0,01 DILER YATIRIM B. 0,01
46 KUV.T.KAT.B. 0,27 JP MOR.CHASE 0,05 NUROLYATIRIM B. 0,03 CALIK YATIRIM 0,01 GSD YATIRIM B. 0,01 HABIB BANK. 0,01
47 BAYINDIRBANK 0,24 NUROLYAT.B. 0,03 CALIK YATIRIM 0,02 ADABANK 0,01 CALYON YAT.B. 0,01 CREDIT AGR. YAT.B. 0,01
48 SINAI YAT. B. 0,23 BANCADI ROMA 0,03 GSD YATIRIM B. 0,02 HABIB BANK 0,01 ADABANK 0,01 ADABANK 0,01
49 ARAPTURKB. 0,23 GSDYATIRIMB. 0,03 ADABANK 0,02 MERRILL LYNCH 0,01 TAIB YATIRIM B. 0,00 TAIB YATIRIM B. 0,00
50 T.KALKINMAB. 0,23 CALIKYATIRIM 0,03 DILER YATIRIM 0,02 TAIB YAT.BANK 0,00

51 DEUTSCHE B. 0,22 FIBA BANK 0,03 HABIB BANK 0,01

52 JPMORGANB. 0,20 ING BANK 0,02 TAIB YATIRIM B. 0,00

53 ASYAKAT.B. 0,17 BANKPOZITIF 0,02 MERRILL LYNCH 0,00

55 OYAKBANKA.S 0,17 HABIB BANK 0,01

56 ABNAMROB. 0,5 MILLENNIUM B. 0,01

57 T.FIN.KAT.B. 0,14 TAIB YAT.BANK 0,01

58 SOCIETEGEN. 0,14 MERRILLLYNCH 0,01

59 MILLiAYDINB. 0,14 CR.LYONNAIS 0,00

PS: 2000 year ranking and the continuation of sector shares from 6oth bank to 86th bank is as follows: MORGAN GUARANTY:0,11, FAMILY FINANS :0,11,

ATLAS YAT. B.:0,10, TURKISH BANK:0,09, RABOBANK : 0,09, BANK KAPITAL TURK: 0,08,SITEBANK A.S.:0,08, UNICREDIT B. DI ROMA:0,06,MNG
BANK AS :0,06, ADABANK A.S5.:0,06, IMKB TAKASBANK :0,05, FIBA BANK A.S. :0,05,ING BANK N.V.:0,04, TEKFEN YAT. VE FiN. B.:0,04, GSD
YATIRIM B. :0,04, NUROL YATIRIM B.:0,03, CALYON BANK TiiRK:0,03, BANK MELLAT:0,03, CREDIT S. FIRST B.: 0,02, HABiB BANK LTD : 0,02,
CREDIT LYONNAIS: 0,02, OKAN YATIRIM B.:0,01, TAIB YATIRIM B.:0,01, AKTIF YATIRIM B :0,01, DILER YATIRIM B.:0,01, BANKPOZITIF :0,01,
MERRILL LYNCH :0,01.

82000-2001 data do not belong fo BRSA Reporting System and given for statistics.
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EU-Turkey Comparison in Asset Size
Average asset size of EU-27 countries is EUR 1,6 trillion in 2008. When it is compared by the total
assets of banking sectors of 27 EU member countries, Turkey is in 15th rank. Turkey, asset size of
which was relatively small in the mentioned year, kept its high asset growth rate in 2008.

Asset Size Asset Size Development Index 2002=100

Billion € 2002 2003 2004 2005 2006 2007 2008 2002 2003 2004 2005 2006 2007 2008
EU-27 25.312  26.519 29.038 32.898 36.820 41.072 42.209 100 105 115 131 147 162 167
PB-15 18.069 18.888 20.430 22.641 24.938 28.313 30.567 100 105 113 126 138 157 169
England 5856  6.171 6.932 8.319 9.869 10.093 8.840 100 105 118 142 169 172 151
Germany 6.370 6.394 6.584 6.827 7121 7.562 7.875 100 100 103 107 112 19 124
France 3.832 3.999 4.419 5.073 5.728 6.682 7.225 100 104 115 132 150 174 189
Italy 2.024 2125 2276 2.509 2.793 3.332 3.628 100 105 113 124 138 165 179
Spain 1342 1503 1717 2149 2516  2.945 3.381 100 112 128 160 187 220 252
Holland 1.356 1474 1.678 1695 1873 2.195 2.235 100 109 124 125 138 162 165
Ireland 475 575 723 942 1178 1337 1412 100 121 152 198 248 282 297
Belgium 774 829 914  1.055 1122 1.298 1272 100 107 118 136 145 168 164
Denmark 534 569 629 746 822 978 1.092 100 107 18 140 154 183 204
Austria 555 586 635 721 790 891 1.068 100 106 114 130 142 161 192
Luxemburg 663 656 695 792 840 915 932 100 98,9 105 120 127 138 141
Sweden 487 519 600 653 774 846 900 100 107 123 134 159 174 185
Portugal 310 349 345 360 397 440 482 100 113 111 16 128 142 156
Greece 202 213 230 281 315 383 462 100 105 114 139 156 190 229
Turkey 127 146 172 255 269 340 343 100 115 135 201 212 268 270
Finland 166 186 212 235 255 288 384 100 112 128 142 154 173 231
Poland 125 112 142 163 190 236 263 100 89,6 114 130 152 189 210
Czech Rep. 79 78 87 101 15 140 155 100 98,7 110 128 145 177 196
Hungary 44 55 68 78 94 109 125 100 125 155 177 213 247 283
S. Cyprus 41 42 47 60 75 91 18 100 102 115 146 182 222 288
Romania 13 15 23 35 52 72 8 100 115 177 269 399 555 650
Slovakia 24 24 31 38 42 50 66 100 100 129 158 174 210 273
Slovenia 20 22 24 30 35 43 49 100 110 120 150 174 218 245
Malta 16 18 21 27 30 38 42 100 113 131 169 188 236 264
Bulgaria 8 9 13 17 22 31 37 100 113 163 213 279 391 460
Latvia 7 8 1 16 23 31 32 100 114 157 229 324 440 461
Lithuania 5 6 9 13 17 24 27 100 120 180 260 347 476 531
Estonia 5 6 9 12 15 21 22 100 120 180 240 307 412 441
8.000 (M”yaf:et Size of Selected Countries 5 000 400 (002100) Development of Asset Size 2.000
6.000 300
4.000 1.500 200 1500
2.000 100

o 1.000 o 1.000
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When Turkey is compared with EU-27 countries in 2008, total assets grew by a better
performance than similar economies. The ones which grew the fastest among EU members are
Romania, Latvia, Lithuania, Bulgaria and Estonia. In the mentioned year, Turkey had faster
growth performance than Greece, Poland, France and Spain.
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2.1.2. liquid Assets?

Liquid assets item of balance sheet which is an important structural indicator for crisis periods
has a similar frend with total assefs. When it is analyzed by concentration, the shares of firsts
banks and first 10 banks increased rapidly in 2000-2001 period while HHI was volatile but kept
its increasing trend. The continuation of the motion of HHI under 1.000 points signs out fo a
market structure in which there is no concenfration on the mentioned item.

Liquid Assets Concentration Indicators

Liquid Assets (%) 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
First 5 Banks 40,8 49,2 51,0 52,4 50,9 58,8 50,6 55,9 57,7 59,3
First 10 Banks 62,4 71,4 73,0 74,9 72,6 77,6 73,8 75,9 77,1 78,6
HHI 494,7 659,7 7257 866,3 7750 956,0 748,6 870,0 8383 883,
Distribution by Scale
Large-scale 43,8 59,4 53,7 57,1 55,4 66,9 60,2 65,6 68,2 69,6
Medium-scale 20,6 25,2 31,0 28,2 28,4 15,3 21,3 14,1 13,7 13,4
Small-scale 35,7 15,4 15,4 14,7 16,2 17,8 18,5 20,3 18,0 17,0
Total 100,0 100,0 100,0 100,0 100,0 100,0 100,0  100,0 100,0  100,0
Functional Distribution
Deposit Banks 92,1 88,5 86,2 87,0 86,4 89,5 88,8 86,1 88,6 86,5
Development and Investment 5,3 10,0 11,5 10,8 10,6 7,3 7,9 9,6 7,3 8,3
Participation Banks 2,5 1,5 2,2 2,2 3,0 3,2 3,3 4,2 4,1 5,2
Total 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0  100,0

Liquid Assets Concentration and Functional Distribution
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While market share of large-scale banks in liquid assets increase, when analyzed by functional
distribution, it is seen that there is a volatile structure excluding participation banks. As of 2009,
69,6% of liquid assets item of the sector is owned by large-scale banks and 17% by small-scale
banks and this shows that banks in these groups prefer fo stay liquid more than medium-scale
banks.

On the other hand, it is seen that large-scale banks are in the first ranks in the 2009 ranking of
first 10 banks in liquid assets. While public and private deposit banks have more shares in the
first 10, only one development and investment bank took place in the ranking in 2009.

4 Liquid assets; is taken as the sum of cash assets, receivables from banks, Central Bank and money markets
items.
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EU-Turkey Comparison in Asset Concentration
Global developments in end-2008 signs to a relative change in market structure in EU member
countries. However, when it is analyzed by HHI and first 5 banks concentration ratio from the
point of view of total assets as in the previous years, it is seen that Turkey has a higher market
concenfration than EU member developed countries in general while it has a lower market
concenfration than EU member developing countries.

Herfindahl Index (HHI)

Concentration of First 5 Banks (%)

2002 2003 2004 2005 2006 2007 2008 2002 2003 2004 2005 2006 2007 2008
EU-27 520 545 567 600 588 628 653 38,3 39,7 40,9 42,1 42,1 44,4 44,
PB-15 551 579 599 642 630 654 687 39,8 40,5 41,6 42,6 42,8 44,1 44,7
Finland 2.050 2.420 2.680 2.730 2560 2.540 3.160 78,6 81,2 82,7 82,9 823 812 83,0
Estonia 4.028 3.943 3.887 4.039 3.503 3.410 3.120 99,1 99,2 986 981 971 957 95,0
Holland 1.788 1744 1.726 1796 1.822 1.928 2.168 82,7 84,2 84,0 84,5 851 86,3 87,0
Belgium 1.905 2.063 2.102 2112 2.041 2.079 1877 82,0 835 84,3 853 84,4 834 810
Lithuania 2.240 2.071 1854 1838 1913 1827 1714 839 81,0 78,9 80,6 82,5 80,9 81,0
Slovenia 1.602 1.496 1.425 1.369 1.300 1282 1.268 68,4 66,4 64,6 63,0 620 595 59,0
Malta 1.806 1.580 1452 1.330 1185 1174 1.236 82,4 77,7 785 753 74,4 70,1 73,0
Denmark 1145 1114 1146 1115 1.071  1.120 1229 68,0 66,6 670 66,3 64,7 64,2 66,0
Latvia 1.144 1.054 1.021 1176 1271 1158 1.205 65,3 63,1 624 673 69,2 672 70,0
Slovakia 1252 1191 1154 1076 1131 1.082 1197 66,4 67,5 66,5 67,7 66,9 682 72,0
Greece 1164 1130 1.070 1.096 1101 1.096 1172 67,4 66,9 650 656 663 67,7 70,0
Portugal 963 1.043 1.093 1154 1134 1097 114 60,5 62,7 66,5 688 679 678 69,0
S. Cyprus 938 946 940 1.029 1.056 1.082 1.024 578 572 573 598 63,9 64,8 64,0
Czech Rep. 1199 1187 1103 1155 1104 1.100 1.000 65,7 658 64,0 655 64,1 657 62,0
Sweden 800 760 854 845 856 934 953 56,0 53,8 544 573 57,8 61,0 619
Romania n.d. 1.251 1111 1115 1165  1.041 922 nd. 552 59,5 59,4 60,1 56,3 54,0
Turkey 852 905 906 935 m 879 886 574 59,0 580 61,4 60,9 598 60,
Bulgaria n.d. n.d. 721 698 707 833 834 nd. nd 52,3 508 503 56,7 57,3
Hungary 86 783 798 795 823 839 822 54,5 52,1 52,7 532 535 541 54,5
Ireland 553 500 500 600 600 600 800 46,1 44,4 43,9 45,7 44,8 46,1 55,7
France 551 597 623 758 726 679 681 44,6 46,7 492 51,9 523 51,8 512
Poland 792 754 692 650 599 640 562 53,4 52,0 50,0 48,55 46,1 46,6 44,2
Spain 513 506 482 487 442 459 497 43,5 43,1 41,9 42,0 40,4 41,0 424
Austria 618 557 552 560 534 527 454 45,6 44,2 43,8 450 43,8 42,8 39,0
England 307 347 376 399 394 449 412 29,6 32,8 345 36,3 359 407 365
Italy 270 240 230 230 220 330 344 30,5 27,5 26,4 26,8 26,2 33,1 33,0
Luxemburg 296 315 304 312 294 276 278 303 31,8 29,7 30,7 29,1 27,9 273
Germany 163 173 178 174 178 183 191 20,5 21,6 22,1 21,6 22,0 22,0 22,7
Share of First Five Banks
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As of mentioned years, while asset concentration of Turkey is higher than Poland, France, Spain,
Hungary, Bulgaria and lIreland, it is lower than Greece, Portugal, Belgium and Holland.
Furthermore, concentration ratios in EU-27 general in 2008 shows that market concentration in
member countries increased compared with the previous year.
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Ranking of First 10 Banks in Liquid Assets

% 2000 Share 2002 Share 2004 Share 2006 Share 2008 Share 2009 Share
1 T.ZIRAATB. 9,8  T.C.ZIRAATB. 16,1 T.C.ZIRAATB. 18,7 TURKIYEi$ B. 16,5 TURKIYE S B. 17,8 T.ISBANK. 15,96
> AKBANK 9,5  AKBANK 13,1 T.VAKIFLAR B. 12,3 T.C.ZIRAATB. 13,0 T.C.ZIRAATB. 12,2 GARANTIB. 14,86
3 T.EXIMB. 9,1  T.EXIMBANK 7,5 T.i$ BANKASI 6,7 T.VAKIFLAR B. 9,3 AKBANK 1,2 T.ZIRAATB. 13,42
T.
4 GARAN.B. 7,3  T.GARANTIB. 7,5 TURKEXIMBANK 6,6 AKBANK 6,5 T.GARANTIB. 9,1 T.VAKIFLAR 850
5 TS BANK. 51  T.ISBANKASI 6,9 AKBANK 6,4 T.GARANTI B. 53  T.VAKIFLAR B. 7,4  AKBANK 6,60
6 KOGBANK 4,9  KOGBANK 6,0 DENIZBANK 5,4 FINANSBANK 5,0  YAPIVE KREDI B. 6,0 YAPIVEK.B. 6,50
7 T.VAKIF.B. 4,6 T.VAKIF.B. 4,6 T.GARANTI B. 5,0 T.HALKB. 4,8  T.HALK BANKASI 4,5 T.IHR.KR.B. 3,06
YA.VE KR. YAPI VE KR.
8 B. 4,4 B. 4,4 KOGBANK 4,8 YAPIVEKREDIB. 4,7 TURKEKONOMIB. 3,2 T.HALKB. 3,81
9 T.EKON.B. 3,9  T.EKON.B. 4, TURK EKON. B. 3,4 CITIBANK 4,4  TURK EXIMBANK 3,2 FINANSBANK 258
10  OYAKBANK 3,7  OYAKBANK 2,8  FORTIS BANK 3,1 DENIiZBANK 4,2 DENIiZBANK 2,4 T.EKON.B. 2,43

2.1.3. Ssecurities Portfolio

Securities portfolio (SP), relative share of which increased in balance sheet after the 2000-2001
crisis and which is the most important placement item after the loans traditionally in the
balance sheet of Turkish banking sector, has a higher concentration than assets and liquid
assets. As of end-2009 the mentioned position did not change and it was possible to observe
moderate concentration in SP with its HHI value by 1.435 points.

SP Concentration Indicators

Securities Portfolio (%) 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
First 5 Banks 35,1 69,6 69,6 71,3 74,0 74,7 74,7 73,9 757 76,7
First 10 Banks 56,0 86,6 88,0 89,4 91,3 91,4 93,3 92,1 92,3 92,4

HHI

Distribution by Scale

Large-scale

Medium-scale

Small-scale
Total

Functional Distribution

Deposit Banks

Development and Investment

Participation Banks

Total

427,5 1.301,6 1.220,2

382 794 805
31,8 15,5 16,0
30,1 5,2
100,0 100,0 100,0

3,5

97,9 993 99,0

2,1 0,7

0,00 0,00 O
100,0 100,0 100,0

1,0

,00

1.300,9 1.461,7

82,5 85,6
13,2 9,8
4,3 4,7

100,0 100,0

99,0 98,8
1,0 1,1
0,04 0,04

100,0 100,0

1.386,7 1.415,6

86,1 89,4
8,7 6,4
5’2 4’1

100,0 100,0

98,5 98,9
1,5 1,1
0,01 0,00

100,0 100,0

1.395,2 1.483,9 1.435,0

873 87,5 88,3

8,4 8,4
43 4,0

7,8
3,9

100,0 100,0  100,0

98,5 98,8 98,4

1,5 1,2

1,3

0,01 0,01 0,39
100,0 100,0  100,0

Large-scale and medium-scale banks have a share of 88,3% and 7,8%, respectively in total SP
as of 2009. When analyzed by function, almost all of total SP in the sector is held by deposit

banks.
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The ranking of first 10 banks in SP remained almost same in 2009 compared with the previous
year. Whole of the banks in the first 5 are public or private (non-global) banks.

Ranking of First 10 Banks in SP

(%) 2000 Share 2002 Share 2004 Share 2006 Share 2008 Share 2009 Share
1 T.GARANTI B. 9,8 T.C.ZIRAAT B. 23,9 T.C.ZIRAATB. 29,1 T.C.ZIRAATB. 26,2 T.CZIRAATB. 29,1 T.C.ZIRAAT.B. 26,0
2 T.I$ BANKASI 7,5 T.HALK B. 15,6 T.HALKB. 13,9 T.iS BANKASI 15,7 AKBANK 13,3 AKBANK 16,1
3 YAP. V.KR.B. 6,7 AKBANK 12,5 AKBANK 12,3 AKBANK 12,1 T.iS BANKASI 12,2 T.i$ BANKASI 14,4
4 AKBANK 5,6 T.iS BANKASI 8,8 T.iS BANKASI 11,2 T.HALKB. 10,8 T.GARANTIiB. 12,0 T.GARANTI.B. 12,4
5 T.VAKIFLAR B. 5,5 T.GARANTI B. 8,7 T.GARANTI B. 7,5 YAPIVE KREDI B. 9,9 T.HALKB. 9,0 T.HALKB. 7,8
6 T.CZIRAATB. 5,4 T.VAKIFLAR B. 6,0 T.VAKIFLARB. 6,9 T.GARANTI B. 85 YAPIVEKR.B. 6,3 T.VAKIFLAR.B. 6,7
7 DEMIRBANK 4,8 YAPIVEKR. B. 4,9 YAPIVEKR.B. 4,6 T.VAKIFLAR B. 6,2 T.VAKIFLARB. 55 YAPIVEKR.B. 5,0
8 T.TUT/YASAR.B. 3,7 PAMUKBANK 3,2 KOGBANK 2,9 OYAKBANK 1,3 FINANSBANK 2,3 FINANSBANK 2,0
9 ESKISEHIRB. 3,6 BIRLESIKF.B. 2,2 FORTIS BANK 1,5 FORTIS BANK 1,3 DENIZBANK 1,3 DENIZBANK 1,0
10 INTERBANK 3,5 FINANSBANK 2,2 OYAKBANK 1,3 FINANSBANK 1,2 ING BANK 1,2 FORTIS BANK 1,0

2.14. Lloans

Market structure of total loans has no concentration by its HHI value under 1.000 points and
has a strong competition. HHI which decreased up to 578,7 points by the existence of so many
small-scale banks playing a more aggressive role in loan market in 2000-2001 could not go
beyond 1.000 points despite the increases in the sector and realized as 772,9 points as of 2009.
The decrease in shares of first 5 and first 10 banks as well as HHI value in the mentioned year
shows there is stfrong competition in loans even in a period following the initiation of global
crisis. This must also be assumed as an exit from crisis for the sector in the following periods and
the competition for credit customers.

Total Loan Volume Concentration Indicators

Total Loans (%) 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
First 5 Banks 44,4 54,6 54,0 52,2 51,6 53,0 55,9 54,7 55,5 52,7
First 10 Banks 68,9 78,4 73,8 73,4 75,3 76,3 80,4 79,9 81,2 80,1
HHI 578,7 761,3  732,0 710,2 712,6 751,0  805,8  784,2 81,7  772,9
Distribution by Scale
Large-scale 47,2 70,8 62,0 62,6 63,4 63,9 68,8 68,2 70,4 69,4
Medium-scale 32,9 15,9 24,5 24,0 23,7 25,9 19,8 21,5 20,1 21,7
Small-scale 19,9 13,3 13,5 13,4 12,9 10,2 11,4 10,2 9,5 8,9
Total 100,0 100,0 100,0 100,0 100,0 100,0  100,0 100,0 100,0 100,0

Functional Distribution

Deposit Banks 88,8 88,7 87,6 88,4 90,2 90,4 92,5 91,9 92,0 90,5
Development and Investment 6,0 8,6 8,3 7,1 5,1 3,7 3,3 3,1 3,2 3,5
Participation Banks 5,1 2,7 4,1 4,5 4,7 5,9 4,3 4,9 4,8 6,0
Total 100,0 100,0 100,0 100,0 100,0 100,0  100,0 100,0 100,0 100,0

When annual concenfration indicators by scale sizes are analyzed, it is seen that the share of
large-scale banks decreased slightly in 2009. While there isn't a significant change in
concenfration indicators by functional distribution, when analyzed in long-term, it is seen that
the share of small-scale banks which was 20% in 2000 decreased to 8,9% in 2009. The share of
medium-scale banks are in a decreasing trend except crisis years.

When it is analyzed by function, it is seen that deposit banks which have a significant share in
the examined market keep their major position. Nevertheless, participation banks have a
dynamic role in loans market in the recent years and increase their shares in this market in a
stable manner.
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Loan Concentration and Functional Distribution
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Although ranking of first 10 banks in loans varies as per years, private deposit banks take place
in the first ranks. Public deposit banks kept their 5-7th ranks in 2009. While the shares of public
and private deposit banks increase in the first 10 banks, the share of global banks decreased.

Ranking of First 10 Banks in Loans

% 2000 Share 2002 Share 2004 Share 2006 Share 2008 Share 2009 Share
1 T.CZIRAATB. 11,7 YAP.KR. B. 13,3  AKBANK 12,2 T.iS BANKASI 13,0 T.GARANTI B. 13,1 T.GARANTIB. 12,3
2 YAP.VEKR.B. 8,7 T.iS BANKASI 12,5 T.iS BANKASI 1,9  AKBANK 12,7 T.iS BANKASI 12,5 T.iS BANKASI 12,0
3 T.i$ BANKASI 8,4 AKBANK 11,5 T.GARANTI B. 9,8  T.GARANTI B. 12,2 AKBANK 1,7 AKBANK 10,0
4 PAMUKBANK 8,2 T.GARANTI B. 9,7 YAPIVEKREDIB. 9,5 YAPIVEKREDIB. 10,0 YAPIVEKREDIB. 9,9 YAPIKREDI B. 9,2
5 T.GARANTI B. 7,3 T.C.ZIRAAT B. 6,9 T.C.ZIRAATB. 8,2  T.VAKIFLAR B. 8,1 T.C.ZIRAATB. 8,1 T.ZIRAATB. 91
6 AKBANK 6,8 T.VAKIFLAR B. 56  T.VAKIFLAR B. 7,7 T.CZIRAATB. 7,7  T.VAKIFLAR B. 8,1 T.AKIFLARB. 87
7 T.VAKIFLAR 6,6 KOCBANK 4,4  FINANSBANK 4,9 T.HALKB. 52 T.HALKB. 6,8 T.HALKB. 8,1
8 T.HALKB. 4,3 TURKEXIMBANK 3,8  T.HALKB. 4,  FINANSBANK 50 FINANSBANK 4,6  FINANSBANK 4,7
9 DEMIRBANK 3,4 FINANSBANK 3,2 KOCBANK 3,7 HSBCBANK 3,3 DENIZBANK 3,3  DENIiZBANK 3,4
10 T.EMLAK B. 3,4 HSBC BANK 2,7 HSBCBANK 3,3  OYAKBANK 3,3 INGBANK 2,9 ING BANK 2,7

2.1.5. Commercial Loans

87.1% of commercial loans which is the most important component of total loans and which is
major determinant for real sector financing are extended by deposit banks while 5,1% is
extended by development and investment banks and 7,8% is extended by participation
banks.

Commercial Loans Concentration Indicators

Commercial Loans (%) 2002 2003 2004 2005 2006 2007 2008 2009

First 5 Banks 54,2 50,9 48,8 50,3 54,4 53,2 55,0 52,1
First 10 Banks 72,9 73,1 73,9 73,3 77,3 76,3 78,6 52,1
HHI 742,0 697,0 676,0 695,0 758,0 734,0 787,0 742,2
Distribution by Scale

Large-scale 62,3 61,7 61,4 60,4 66,8 66,0 69,5 67,8
Medium-scale 25,0 24,9 24,4 22,0 18,5 18,9 18,3 20,4
Small-scale 12,7 13,5 14,2 17,6 14,6 15,1 12,3 11,9
Total 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0
Functional Distribution

Deposit Banks 88,2 88,3 89,3 87,4 90,2 88,8 89,4 87,1
Development and Investment 7,0 6,0 4,2 5,3 4,8 4,6 4,6 5,1
Participation Banks 4,9 5,7 6,5 7,3 5,0 6,6 6,1 7,8
Total 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0
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EU-Turkey Comparison in Loans
While average loan volume in EU member countries is EUR 714 billion as of 2008, it is EUR 172 billion
despite the high growth rate in Turkey. Growth rate of Turkey's loan market which is relatively
smaller by scale than developed EU countries is higher than the countries affected by the crisis.
On the other hand, loans granted by banking sector to real sector have grown significantly in
recent years. Nevertheless, there was moderate recession in many countries in 2008 was caused
by global crisis.

Billion € Loans Granted to Real Sector Companies Total Loans
2002 2003 2004 2005 2006 2007 2008 2002 2003 2004 2005 2006 2007 2008
EU-27 3.613 3.721 3.893 4.312 4.902 5.582 5.961 11.076 12.673 13.679 15.447 17.144 19.299 19.275
PB-15 2.965 3.041 3.161 3.420 3.857 4.389 4.827 8.169 8.502 9.013 9.889 10.854 12.069 12.698
Spain 341 388 455 580 760 908 969 760 863 1.010 1.278 1.602 1.860 1.986
Germany 841 814 787 774 800 859 947 3.022 3.026 3.009 3.023 3.053 3.142 3.229
Italy 547 589 615 647 728 824 881 1066 1129 1189 1280 1424 1724 1.808
France 549 535 567 611 670 765 846 1370 1.432 1531 1701 1.887 2.157 2.290
England 440 399 418 528 616 679 599 2.195 3.440 3.846 4.551 5.090 5.815 5.118
Holland 206 214 224 242 260 297 324 704 762 851 947 1.035 1.083 1.098
Sweden 127 125 128 138 155 176 174 272 284 303 345 404 444 425
Ireland 55 65 86 107 144 175 185 199 208 262 333 404 481 481
Denmark n.d. 83 90 n.d. 121 142 158 275 292 338 390 447 504 554
Austria 132 131 14 122 129 140 157 273 277 296 328 349 378 420
Turkey 25 31 40 67 81 12 109 30 40 57 100 18 167 172
Belgium 91 87 86 91 97 110 122 279 287 304 363 389 417 402
Portugal 79 83 84 88 95 105 120 183 186 195 209 231 258 282
Greece 52 58 63 69 74 87 101 95 10 128 148 167 199 221
Luxemburg 40 37 34 37 42 51 66 132 19 120 145 159 192 203
Finland 33 35 38 41 45 51 60 86 94 104 17 131 148 165
Poland 29 26 31 32 37 49 55 61 57 67 78 96 134 158
Czech Rep. 14 14 15 19 24 29 34 29 31 33 41 52 67 77
Hungary 15 18 21 23 26 29 31 26 32 40 47 56 66 76
Romania nd. n.d. 7 9 15 20 24 5 7 1 17 28 42 51
Slovenia 6 7 9 1 13 18 21 9 10 14 17 21 29 35
S. Cyprus nd. nd. nd 1 12 16 22 22 22 25 28 31 41 54
Slovakia 6 6 6 7 10 12 15 n.d. n.d. 1 15 19 25 31
Bulgaria nd. nd. 5 6 7 12 16 n.d. n.d. 7 9 12 19 25
Latvia 2 2 3 4 7 9 1 3 4 5 9 15 21 23
Lithuania 2 3 3 5 7 9 10 3 4 5 12 18 21
Estonia 1 1 2 3 5 7 7 3 4 6 8 1 15 17
Malta 6 3 3 3 4 4 5 7 8 9 1 14 20 25
Loans Extended to Real Sector /Total Loans Development of Total Loans
(%) 2002 2003 2004 2005 2006 2007 2008 8o (2002=100)

France 40 37 37 36 36 35 37

Italy 51 52 52 51 51 48 49 40

Spain 45 45 45 45 47 49 49 20

Turkey 83 78 70 67 69 67 63 o

Greece 55 53 49 47 44 44 46 2002 2003 2004 2005 2006 2007 2008
Poland 48 405 405 o 39 37 35 UK France — SDain

Greece Poland Turkey

While 63% of total loans is extended to real sector in Turkey as of 2008, the mentioned ratio is
realized as about 31% in EU-27, 49% in Italy and Spain and 37% in France.
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When this market in which low concentration is observed as in total loans is analyzed by scale
groups, it is seen there is a slight orientation from large and small-scale banks to medium-
scale banks in 2009 compared to the previous year. On the other hand, the shares of first 5,
first 10 banks and HHI criteria which signs to concentration increase in general in 2002-2008
period had a change on the reverse direction in 2009. Therefore, companies which have low
risk relatively and having solvency became more important in commercial loans in the global
crisis period.
Commercial Loans Concentration and Functional Distribution

*)

80 8¢c %
100 )
70 78
60 76 98
50 74 95
72 4,8
40 3 e 60 42 T 46 4O
70 )
30 90 5,3 5,1
68 88
* —/\_\ o¢
85 90,2
° 64 88> 883 893 874 88,8 89,4 b
0 62 83
2002 2003 2004 2005 2006 2007 2008 2009 80
Large-scale Medium-scale 2002 2003 2004 2005 2006 2007 2008 2009
e Small-scale e HHI (Right Axis)

Deposit Banks Dev. and Inv. Banks M Participation Banks
2.1.6. Consumer Loans

Consumer loans which were less important relatively as per size in 2000-2001 period and which
had a low growth performance in real terms in high-inflation years became an important
market for banking sector due to the increase of financial stability. As in other loan items, it is a
highly competitive and dynamic market with its un-concentrated structure. The fact that the
mentioned market is comprised of many customers (household) brings a strong competition
along with it. Although there was a higher concentration trend up to 2000-2004, as of 2004, the
frend observed for the share of first 5 banks and HHI criteria signs out that this market will keep
its competitive structure.

Consumer Loans Concentration Indicators®

Consumer Loans (%) 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

First 5 Banks 49,0 57,0 59,6 68,3 66,7 63,1 60,6 59,6 58,9 58,1
First 10 Banks 72,5 80,5 86,9 91,2 91,7 86,8 87,0 87,2 87,3 88,0
HHI 674,2  852,4 931,0 1.088,0 1.082,0 979,0 928,0 9050 907,0 924,4
Distribution by Scale

Large-scale 51,5 63,7 65,3 71,6 71,8 69,2 70,5 71,3 72,4 72,7
Medium-scale 30,5 26,8 32,1 27,3 26,7 25,5 24,2 24,4 23,8 24,3
Small-scale 18,0 9,6 2,6 1,1 1,4 5,2 5,4 4,3 3,8 3,0
Total 100,0  100,0  100,0 100,0 100,0 100,0 100,0  100,0 100,0 100,0

Functional Distribution

Deposit Banks 98,6 100,0 100,0 100,0 99,9 96,6 96,5 97,1 97,5 97,0
Development and Investment 1,4 0,0 0,0 0,0 0,1 0,0 0,1 0,3 0,3 0,3
Participation Banks 0,0 0,0 0,0 0,0 0,0 3,3 3,3 2,6 2,2 2,7
Total 100,0 100,0  100,0 100,0 100,0 100,0  100,0 100,0 100,0 100,0

5 Due to the partial missing parts in Bank Reporting System Forms, 2000-2004 years are calculated excluding
participation banks.
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Deposit banks are also dominant in consumer loans and the recession in the share of
participation banks is compensated in 2009. When the developments are analyzed by time by
scale groups, it is seen that there is a relative decrease in the share of small and medium-scale
groups while there is a relative increase in large-scale bank groups.

Consumer Loans Concentration and Functional Distribution
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Ranking of First 10 Banks in Consumer Loans Volume
(% 2000 Shar 2004 Shar 2006 Shar 2007 Shar 2008 Shar 2009 Shar
1 TISBANKASI 12,5 T.C.ZIRAATB. 15,6  T.C.ZIRAATB. 14,12 T.C. ZIRAAT B. 14,  T.C.ZIRAATB. 15,2 T-C.ZIRAAT 17,1
2 TVAKIFLAB. 11,7 T.IS BANKASI 14,1 AKBANK 12,84  AKBANK 12,8 T.iS BANKASI ns T.I$ 10,9
3 T.GARANTI 10,7 T.VAKIFLAR B. 1,8 T.i$ BANKASI 12,12 T.iS BANKASI 12,1  AKBANK 1,4  T-GARANTI 10,5
4 DEMIRBANK 8,2 YAPIVEKREDI 9,4 T.VAKIFLARB. 11,76  T. GARANTI B. 11,8 T.GARANTI B. 1,1 AKBANK 9,8
5 T.EMLAKB. 5,9 OYAKBANK 8,6  OYAKBANK 8,78  T.VAKIFLAR B. 8,8  T.VAKIFLAR B. 9,4  T-VAKIFLAR 9,8
6 AKBANK 5,7 HSBC BANK 7,6 HSBCBANK 6,53 FINANSBANK 6,5 YAPIVEKREDI 7,3  FINANSBAN 7,4
7 YAPI VE KR. 5,4 AKBANK 6,8 YAPI VE KREDI 5,95 YAPIVE KREDI 6,0 FINANSBANK 6,8 T. HALK 7,3
8  FINANSBAN 4,6 T.GARANTI B. 59  T.GARANTIB. 568 T.HALK 57 1-HALK 6,1  YAPIVE 7,3
9 T.CZIRAAT 3,9 FiINANSBANK 3,6  FINANSBANK 4,87 HSBC BANK 4,9  DENIiZBANK 4,2 DENiZBANK 4,1
10 PAMUKBAN 3,8 PAMUKBANK 3,4 T-HALK 4,53 OYAKBANK 4,5  INGBANK 4,0 INGBANK 3,8

2.1.7. Housing Loans

Housing loan market which was small in volume during crisis periods and beginning of 2000’s
which was not a primary target for banks turned into a continuously growing market due to
the decrease in shares of SP in balance sheet, efforts for forming new markets, decreasing
interest rates and the legal developments in housing financing area. Rapid growth trend in this
area can be seen from the housing loans amount which grew by 5 folds in end-2005 when
compared with the previous year. However, although housing loan demand slowed down in
the following years, it increased by 19,8% in 2008. From the point of view of Turkish banking
system, housing loans which is a developing market has a big growth potential since qualified
housing need is high in Turkey.

When market structure of housing loans is analyzed, it is seen there is a structure in which there
is no concenfration as per HHI criteria and the share of first 5 banks is about 50%. Large and
medium-scale banks play a major role in this market and leap of small-scale banks slowed
down in the last two years.
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EU-Turkey Comparison in Housing and Consumer Loans

While housing loans volume in Turkish banking sector was EUR 400 million in 2003, it reached EUR
18 billion in 2008. However, global crisis and the developments in real estate market are factors
limiting the housing loan acceleration. Despite this recession which is the reflection of the
slowdown experienced in the economy, high housing loan growth ratios experienced in the
periods in which global and national conjuncture are positive signals that housing loans in Turkey
may keep ifs potential to develop. Turkey is in the 17th rank among EU-27 countries in the
menfioned item.

Individual Loans for

Residential Purchases(e Billion) Other Individual Loans *( € Billion)

Countries 2003 2004 2005 2006 2007 2008 2003 2004 2005 2006 2007 2008
EU27 3.531 3.865 4.332 4.781 5.012 4.775 1506 1.607 1.690 1784 1850 1.821
PB15 2361  2.592 2.917 3.214 3.437 3.485 1160 1.220 1279 1328 1371  1.403
Germany 937 950 961 976 968 960 494 488 479 464 454 452
England 908 975 1.065 1.153 1.100 787 241 266 261 275 260 197
France 385 432 495 570 643 691 200 207 216 222 233 235
Spain 278 336 448 547 621 653 133 147 173 203 223 231
Holland 302 332 369 383 393 376 43 46 48 52 47 48
Italia 154 185 217 244 266 264 156 166 175 187 199 205
Denmark 154 169 194 216 237 253 28 30 34 39 47 48
Sweden 84 98 107 126 134 128 54 57 62 70 74 69
Ireland 55 74 95 111 124 15 17 20 25 29 32 33
Portugal 67 71 80 92 101 105 19 20 21 24 27 28
Belgium 72 80 95 107 14 86 24 25 27 28 28 29
Austria 40 48 54 61 65 71 29 46 56 54 56 57
Finland 36 42 49 55 62 68 17 19 21 23 24 26
Greece 26 33 43 52 63 65 14 19 23 28 30 31
Poland 8 9 13 21 33 47 14 20 24 29 40 45
Czech Rep. 5 7 10 14 19 23 3 4 5 6 8 10
Turkey** 0,4 1 8 13 19 18 7 13 21 25 37 37
Luxemburg 8 9 1 12 15 16 15 14 14 14 13 12
Hungary 6 8 9 1 12 15 3 5 6 8 1 14
S. Cyprus n.d. n.d. 4 6 7 9 n.d. n.d. 8 9 9 1
Slovakia 1 2 3 5 6 9 o 1 2 2 3 4
Latvia 1 1 3 5 7 7 (o] 1 1 2 2 2
Estonia 1 2 3 4 6 6 (o] (o] 1 1 1 1
Lithuania 1 1 2 3 5 6 n.d. 1 1 2 2 3
Romania n.d. 0 1 2 4 5 n.d. 3 5 9 16 19
Bulgaria n.d. 1 1 2 3 4 n.d. 2 3 3 4 5
Slovenia 1 1 1 2 3 3 n.d. 3 3 3 4 4
Malta 1 1 2 2 2 2 1 n.d. 1 1 1 1

(*) Excluding housing loans. (**) Turkey data as of 2008 is the sum of; Credit Cards, Vehicle, Consumer, Other and Individual loans (excluding housing
loans).

Development of Housing Loans Retail Loans Excluding Mortgages
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Housing Loans Concentration Indicators

Housing Loans (%) 2002 2003 2004 2005 2006 2007 2008 2009

First 5 Banks 59,9 1,3 63,9 59,7 56,6 56,5 55,8 54,1
First 10 Banks 88,2 27,4 91,9 85,8 86,5 85,2 84,5 84,8
HHI 991,0 1.163,2 1.048,0 920,0 868,0 844,0 849,0 833,2
Distribution by Scale

Large-scale 44,7 57,0 60,6 64,4 66,9 66,1 66,8 66,9
Medium-scale 50,1 40,3 36,6 28,7 25,9 26,6 27,5 28,8
Small-scale 5,2 2,7 2,8 6,9 7,2 7,3 5,7 4,3
Total 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0
Functional Distribution

Deposit Banks 100,0 100,0 100,0 95,2 94,4 95,0 95,5 94,8
Development and Investment 0,0 0,0 0,0 0,0 0,0 0,2 0,3 0,2
Participation Banks 0,0 0,0 0,0 4,8 5,6 4,8 4,2 5,0
Total 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0

Housing Loans Concentration and Functional Distribution
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In this credit segment, private national banks are in the first rank among first 10 banks for the
last four years. The mentioned markeft, in which public banks have also important actors, will
continue to be an important market for banks in the coming years due to its sfrong guarantee
structure and low NPL rafios.

Ranking of first 10 Banks in Housing Loan Volume

(%) 2002 Share 2004 Share 2006 Share 2007 Share 2008 Share 2009 Share
1 HSBCB. 17,6 HSBC BANK 17,7 AKBANK 12,8 T. GARANTI B. 12,9 T. GARANTI B. 12.9  T.GARANTI B. 12,7
2 T.GARANTI B. 14,2 AKBANK 13,3 T.C.ZIRAATB. 12,7 AKBANK 12,4 T.C. ZIRAAT B. 12.5 T.C. ZIRAATB. 1,9
3 T.VAKIFLAR B. 13,8 T.VAKIFLAR B. 1,7  T.iS BANKASI 1,9 T.C. ZIRAAT B. 10,8 AKBANK 1.7 FINANS B. 10,2
4 T.1S BANKASI 7,4 T.IS BANKASI 10,9 T.GARANTI B. 10,5 T.IiS BANKASI 10,6 FINANSBANK 9.8  AKBANK 10,2
5 ING BANK 6,8 T.C.ZIRAATB. 10,4 FINANSBANK 8,7 FINANSBANK 9,9 T.iS BANKASI 8.9  T.iS BANKASI 9,1
6 YAPIVEKR. B. 6,6 OYAKBANK 8,5 T.VAKIFLARB. 8,4 T.VAKIFLAR B. 7,4 YAPIVEKREDiB. 8.0 T.VAKIFLAR B. 8,8
7 PAMUKBANK 6,1 T.GARANTI B. 8,1  YAPIVE KREDI B. 6,6 YAPIVE KREDI B. 6,9 T.VAKIFLAR B. 7.8 YAPIVEKR.B 8,4
8 FINANSBANK 59 YAPIVEKREDIB. 50 HSBCBANK 5,8 T.HALK BANKASI 5,2 T.HALKB. 5.0 T.HALKB. 5,9
9 BIRLES.FONB. 5,8 FiINANSBANK 4,3  OYAKBANK 5,2 HSBC BANK 4,9 ING BANK 3.9  INGBANK 4,1
10 KOCBANK 3,9 MILLENNIUMB. 2,1 T.HALKB. 3,9 OYAKBANK 4,3 HSBC BANK 3.9  DENIZ BANK 3,6

2.1.8. Credit Cards

Credit cards market which is one of the major components of consumer loans has moderate
concenfration (HHI>1.000 points), unlike other credit items. Including crisis years, the market in
which first 5 banks’ share does not fall below 60% is an area which small-scale banks operate
less due to the high cost for banks and customers. As of 2009, concentration level is in a

BRSA 29 Structural Developments in Banking /December 2009



declining tendency when compared to 2006; where a more competitive structure could be
useful for consumers.

When analyzed by bank size scale groups, in recent years, the decrease tendency in market
share of big-scale banks in favor of medium-scale banks continued. By banking function
groups on the other hand, an increase is observed in the share of participation banks, while
market domination of deposit banks is observed.

Credit Card Issues Concentration Indicators

Credit Card (%) 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

First 5 Banks 63,0 66,6 71,5 75,0 75,6 77,6 80,7 78,5 77,3 72,5
First 10 Banks 83,6 87,6 90,2 91,8 93,7 93,6 94,8 93,2 92,6 92,5
HHI 1.182,4 1.128,2 1.390,0 1.421,0 1.388,0 1.447,0 1.576,0 1.447,0 1.355,0 1.325,5
Distribution by Scale

Big Scale 69,8 79,3 75,1 76,8 76,4 77,0 78,6 74,1 72,7 72,5
Medium Scale 16,6 14,0 21,8 21,2 22,2 20,0 19,4 24,1 24,2 25,2
Small Scale 13,6 6,7 3,1 2,0 1,4 3,0 2,0 1,9 3,1 2,3
Total 100,0 100,0 100,0 100,0  100,0 100,0 100,0 100,0 100,0  100,0

Functional Distribution

Deposit Banks 100,0 100,0 100,0  100,0 100,0 98,8 98,6 98,4 98,1 98,1
Participation Banks 0,0 0,0 0,0 0,0 0,0 1,2 1,4 1,6 1,9 1,9
Total 100 100 100 100 100 100 100 100 100 100

Credit Cards Concentration and Functional Distribution
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First 10 Banks in Credit Cards Issue Numbers

%) 2000 Share 2002 Share 2004 Share 2007 Share 2008 Share 2009 Share
1 YAPI VE KR. B. 27,3 YAPIVEKR.B. 26,3 YAPIVEKR.B 22,4 YAPIVEKR.B 23,6 YAPIVEKR.B 21.0 YAPIVEKR.B 19,6
2 T.i$ BANKASI 10,8 T.GARANTI B. 19,5 T.GARANTI B. 20,4 T.GARANTIB. 20,1 T.GARANTIB. 19.7  T.GARANTI B. 18,5
3 T.GARANTI B. 8,8 T.iS BANKASI 10,9 AKBANK 13,7 AKBANK 13,8  AKBANK 13.9  AKBANK 15,6
4 AKBANK 8,1 AKBANK 7,7 T.i$ BANKASI 11,8 T.iSBANKASI 12,0 T.i$ BANKASI 12.8  T.iS BANKASI 12,4
5  T.VAKIFLAR B. 8,0 HSBCBANK 7,1 HSBCBANK 7,2 FINANSBANK 9,0  FINANSBANK 9.9  FINANSBANK 1,6
6 PAMUKBANK 6,4 T.VAKIFLARB. 5,4  FINANSBANK 6,7 HSBCBANK 6,9  HSBCBANK 6.7  HSBCBANK 6,0
7  T.C.ZIRAATB. 5,5 T.C.ZIRAATB. 4,3  T.VAKIFLAR B. 4,3  FORTIS BANK 2,2 CITIBANK 2.5  T.VAKIFLAR B 2,7
8 DEMIRBANK 3,5 PAMUKBANK 3,6  FORTIS BANK 3,1 T.VAKIFLARB. 2,0  T.VAKIFLARB. 2.2 T.C.ZIRAAT 2,4
9  CITIBANK 3,2 FINANSBANK 2,9  DENIZBANK 2,1 CITIBANK 1,9  T.C.ZIRAATB. 2.0  CITIBANK 1,9
10 SEKERBANK 1,9 CITIBANK 2,5  T.C.ZIRAATB. 2,0 DENIiZBANK 1,7  FORTIS BANK 1.9  DENIiZBANK 1,7

2.2. Fund Raising Activities
2.2.1. Deposit°

During financial crisis periods, deposit market in which first 5 and 10 banks’' shares are
relatively low and in which there is no concentration according to HHI criteria fransformed into
a market having moderate concentration due to fact that many banks got out of the system
and the share small-scale banks receive from the market decreased. 2008-2009 periods during
which the global crisis continue did not cause a differences in this market with respect to first
5 and 10 banks shares, however HHI value increased compared with 2008 and reaching
1.015,3 points.

By bank functions ‘distribution, participation banks confinued to increase their market shares
of deposits in which deposit bank shares are dominant, reaching 5.2% in 2009. On the other
hand, 78.5% of total deposits are kept in big-scale banks, 16.6% in medium-scale and 4.9% in
small-scale banks.

Deposit Concentration Indicators

Deposit (%) 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
First 5 Banks 49,7 56,7 60,8 61,4 62,9 63,9 63,2 62,2 62,3 62,6
First 10 Banks 70,6 82,8 84,5 85,3 86,8 86,9 87,3 86,3 86,1 86,1
HHI 720,7 878,2 969,8 1.027,0 1.090,3 1.056,7 1.034,1 1.003,3 994,9 1.015,3
Distribution by Scale
Big Scale 78,6 78,6 78,6 78,4 76,6 76,9 79,5 78,3 78,6 78,5
Medium Scale 14,6 14,6 14,6 15,0 16,3 15,7 13,8 15,7 15,2 16,6
Small Scale 6,8 6,8 6,8 6,6 7,1 7,4 6,7 6,0 6,3 4,9
Total 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0  100,0

Functional Distribution

Deposit Banks 96,7 96,7 96,7 96,8 96,6 96,5 96,4 95,8 95,8 94,8
Development and Investment 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0
Participation Banks 3,3 3,3 3,3 3,2 3,4 3,5 3,6 4,2 4,2 5,2
Total 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0  100,0

6 Funds collected by participation banks (current and participation funds) are included in deposit figures.
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Deposit Concentration and Functional Distribution
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A change in favor of private and globally owned deposit banks has been experienced in
deposits of first 10 banks in recent years. In 2009, state banks preserved their strong positions in
deposit market. However, the share of state deposit banks within fotal deposits belonging to
the first 10 banks decreased from 41% in 2004 to 35.2% in 2009. T.C. Ziraat Bankasi was the
institution which collected highest deposit also in 2009.

First 10 Banks in Deposit

(%) 2000 2002 Share 2004 Share 2006 Share 2008 Share 2009 Share
1 T.C.ZIRAATB. 18,5 T.C.ZIRAATB. 19,6 T.C.ZIRAATB. 22,8 T.C.ZIRAATB. 19,1 T.C.ZIRAATB. 18,0 T.C.ZIRAATB. 18,9
2 T.HALKB. 10,6 T.ISBANKASI 11,6  T.iS BANKASI 12,0 T.i$ BANKASI 14,2 T.I$ BANKASI 13,6 TS BANKASI 13,6
3 T.IS BANKASI 7,6 AKBANK 11,4 T.HALKB. 9,9 AKBANK 10,5 T.GARANTI B. 1,2 T.GARANTiB. 11,7
4 AKBANK 6,6 YAPIVEKR.B. 9,1 AKBANK 9,6 YAPIVEKREDIB. 9,9 AKBANK 10,6  AKBANK 10,1
5  YP.VEKR.B. 6,5 T.GARANTIB. 9,1 T.GARANTI B. 8,6 T.GARANTIB. 9,4 YAPIVEKREDIB. 9,0 T.VAKIFLAR 8,2
6  T.VAKIFLARB. 53 T.HALKB. 8,1 T.VAKIFLARB. 8,5 T.HALKB. 8,5 T.HALKB. 8,5 T.HALKB. 8,1
7  PAMUKBANK 4,9 T.VAKIFLARB. 6,6 YAPIVEKREDiB. 7,1 T.VAKIFLARB. 7,8  T.VAKIFLARB. 7,8 YAPIVE 7,8
8  T.GARANTI B. 4,2 PAMUKBANK 3,7 KOGBANK 3,6  FINANSBANK 3,0  FINANSBANK 3,3 FINANSBANK 3,6
9 T.EMLAKB. 4,2 KOGCBANK 3,1 FINANSBANK 2,5 OYAKBANK 2,5  INGBANK 2,2 DENIiZBANK 2,2
10 DEMIRBANK 2,2 FINANSBANK 2,1  OYAKBANK 2,3 DENIiZBANK 2,3 DENIiZBANK 2,1 ING BANK 1,8

2.2.2. Ssavings Deposits’

Different from total deposit item, savings deposit data of the banking sector which designates
to a confinuously moderate concentrated market in the period examined in respect of HHI
criteria preserved its structure also in 2009. In 2009, when compared to the previous year,
concenfration decreased by all indicators (the first 5 banks, the first 10 banks and HHI).
However, there is no change with respect to general tendencies.

When analyzed by scale groups, big and medium-scale banks continued receiving biggest
share in savings deposit. The banks thereof are advantageous in collecting deposit with their
widespread branch network and broad customer base. In addition, size can be a criterion of
choice with respect to depositors when effect of other variables is omitted.

7 In this section, data after 2002 are given due to the changes in reporting forms.
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Savings Deposit Concentration Indicators

Savings Deposit (%) 2002 2003 2004 2005 2006 2007 2008 2009
First 5 Banks 69,2 68,8 69,0 66,1 64,2 63,3 62,2 65,0
First 10 Banks 84,1 84,5 84,6 83,7 85,2 84,0 83,2 85,1
HHI 1.468 1.391 1.490 1.212 1.132 1.094 1.042 1.053,5
Distribution by Scale

Big Scale 76,0 76,8 77,1 75,5 76,4 75,0 74,2 76,7

Medium Scale 13,1 13,6 12,6 13,0 11,7 13,7 16,8 18,5

Small 10,9 9,6 10,3 1,5 1,8 1,3 9,0 4,8
Functional Distribution

Deposit Banks 91,5 91,6 91,2 91,3 90,9 90,3 90,6 93,9

Participation Banks 8,5 8,4 8,8 8,7 9,1 9,7 9,4 6,1
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2.2.3. Commercial and Public Deposits
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Although the concentration structure of commercial and public deposit banks is similar to
savings deposits, as of 2009, it switched to a market structure without concentration. In 2006-
2009 periods, while share of the first 5 and 10 banks decreased in commercial and public
deposits, HHI declined to 976.9 points. Having considered scale groups, in the same period,
while the share of small and medium-scale banks increased, share of big-scale banks

decreased.

Commercial and Public Deposit Concentration Indicators

Commercial and Public Deposit (%) 2002 2003 2004 2005 2006 2007 2008 2009
First 5 Banks 84,0 85,1 92,0 74,8 76,2 71,8 70,2 62,3
First 10 Banks 98,3 97,8 98,6 94,2 94,0 93,4 92,4 87,4
HHI 2.080 1.722 3.226 1.399 1.410 1.305 1.042  976,9
Distribution by Scale

Big Scale 58,6 37,9 27,1 88,2 89,4 87,9 86,3 79,7

Medium Scale 23,8 33,4 57,5 9,4 8,7 10,6 10,7 14,7

Small Scale 17,6 28,7 15,5 2,3 1,9 1,4 3,0 57
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Commercial and Public Deposit Concentration
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2.2.4. Non-Deposit Liabilities
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Market structure without concentration observed in non-deposit liabilities® during 2000-2009
has a moderate concentration course with respect to the first 5 and 10 bank’s shares and HHI
criteria. As a matter of fact, increase is observed in 2009with respect to the related shares and
concenfration index where the index increased to 912 points. In addition fo this, while the
share of big-scale banks increased in classification by scale, share of small-scale banks
decreased. Furthermore, dominance of deposit banks continues in non-deposit liabilities and
the mentioned function group is followed by participation banks.

Non-Deposit Liabilities Concentration Indicators

Non-Deposit Liabilities (%) 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
First 5 Banks 42,0 50,0 46,9 51,1 47,5 58,9 60,6 59,2 59,1 59,6
First 10 Banks 60,7 72,2 73,0 74,9 69,9 78,8 79,7 79,0 80,9 833
HHI 514,0 657,2 638,6 691,0 627,5 948,6 899,9 873,3 87,4 912,0
Distribution by Scale
Big Scale 46,0 60,8 57,7 61,7 59,1 67,8 69,6 68,0 69,3 73,4
Medium Scale 31,3 22,5 28,4 24,4 20,7 19,1 18,4 19,1 19,1 15,3
Small Scale 22,7 16,7 13,9 13,8 20,2 13,0 12,1 12,9 11,5 11,2
Total 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0
Functional Distribution
Deposit Banks 90,3 82,9 84,3 87,5 83,4 92,8 93,3 91,8 92,0 91,9
Development and Investment 9,2 13,4 12,8 10,1 8,2 6,6 5,9 6,7 6,4 6,9
Participation Banks 0,5 3,7 2,9 2,4 8,5 0,6 0,8 1,5 1,6 1,2
Total 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0

8 In this publication, non-deposit liabilities are=Total liabilities—-deposit-total own-funds. For participation banks,
funds collected are taken instead of deposit in the said equation.
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: EU-Turkey Comparison -of Deposits
When compared with EU countries, Turkish banking sector preserved ifs deposits weighted liability
structure. When compared with the total deposits amount of the sector in the EU-27 countries, it is
observed that Turkey is 12 in ranking with a strong deposit base. As of 2008, average deposit
amount was Euro 622 billion in EU-27, versus Euro 213 billion in Turkey and Turkey displayed a better
growth rate than EU average when compared with previous year. In 2008, share of deposits within
total liabilities was 40% in EU-27, while it is 62% in Turkey.

Deposit (€ Billion) Deposit/Total Asset (%)

2002 2003 2004 2005 2006 2007 2008 2002 2003 2004 2005 2006 2007 2008
EU-27 9.104 10.971 11.841 13.469 14.854 16.680 16.788 36 41,4 40,6 40,6 40 40,6 39,8
PB-13 6.844 7.141 7.530 8.250 8.979 9.969 10.800 37,9 37,8 36,9 36,4 36 352 353
England 3347 3.395 3.815 4.581 5.156 5857 5167 57,2 55 55 551 522 58 585
Germany 2.446 2.448 2.511 2593 2705 2.882 3.067 38,4 38,3 381 38 38 38,1 39
Spain 765 818 887 1.084 1320 1507 1749 57 54,4 51,7 50,4 52,5 51,2 51,7
France 1.078 1198 1.270 1.367 1.420 1579 1.670 28,1 30 28,7 27 24,8 23,6 23,1
Italy 764 768 807 873 931 1122 1189 37,7 36,1 355 348 333 337 328
Holland 539 571 599 684 794 878 1001 39,7 387 357 40,4 424 40 44,8
Belgium 348 371 409 463 466 513 540 45 44,8 44,8 43,8 41,6 39,5 42,5
Austria 214 225 235 254 269 301 315 38,6 384 37 352 34,1 33,8 295
Ireland 148 164 187 236 290 328 307 31,2 28,6 25,8 25 24,6 24,5 21,7
Greece 134 140 160 188 21 249 281 66,3 65,7 69,5 66,8 67 64,8 60,8
Luxemburg 200 207 222 241 288 296 263 30,2 31,6 31,9 30,5 34,3 32,3 28,3
Turkey 83 91 108 158 166 209 213 65,4 62,3 62,8 62 61,9 61,4 62,1
Portugal 135 139 148 164 177 193 211 43,5 39,9 42,8 456 44,6 43,8 43,8
Denmark 94 107 122 n.d. 154 181 191 17,6 18,8 19,5 n.d. 18,8 18,5 17,5
Sweden 119 127 130 153 183 190 184 24,4 24,4 21,7 23,5 23,6 22,4 20,5
Poland 81 72 89 106 122 147 154 65,3 64,3 62,9 64,9 64,1 62,4 58,5
Finland 72 77 81 86 89 101 13 43,4 41,3 38,1 36,8 35 35,2 29,4

Czech Rep. 52 53 59 68 78 93 100 658 67,9 67,7 668 67,5 664 64,5
Greek P. S.

Cyprus 28 28 30 38 43 53 56 68,3 66,7 63,8. 635 57,7 57,6 47,4
Hungary 31 30 35 41 47 51 55 70 56,7 51,5 52,8 50,3 47,1 44,2
Slovakia n.d. n.d. 20 22 27 31 40 nd. nd. 634 576 64,7 625 616
Romania n.d. n.d. 15 22 20 39 40 nd. nd. 654 61,8 389 536 47,6
Bulgaria n.d. n.d. 9 45 15 20 22 nd. nd. 69 659 66,7 635 585
Slovenia 14 14 15 16 18 20 21 70 63,6 59 53,5 50,4 456 43,1
Malta 9 8 9 1 1 14 15 56,3 45,4 (o] 41,6 36,8 37,1 36,3
Latvia 5 3 3 9 1 14 13 744 33,1 31,2 557 48,7 46,7 413
Lithuania 3 4 6 10 12 1 60 66,7 62,4 60 55 48,9 42,3
Estonia 3 3 4 6 n.d. 9 9 60 56,9 39,7 50,4 n.d. 44,1 431

Development of Deposit Share of Deposit Among Asset
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When compared with growth rate of deposits, it is observed that Turkey displayed a growth
rate above Spain, France, Italy, Poland and Greek.
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Non-Deposit Liabilities Concentration and Functional Distribution
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A less concenfration development was observed in funds provided from repo fransactions,
which had a highly concentrated market structure compared with HHI criteria in crisis periods
(2000-2001). Big-scale deposit banks have biggest share in this market, while medium-scale
and participation banks played little role. The situation is valid also for 2009. As a maftter of
fact, deposit banks realized 97.7% of total repo transactions in 2009.

Funds Provided from Repo Transactions Concentration Indicators

Funds Provided from Repo Transactions (%) 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
First 5 Banks 98,5 98,6 68,0 69,3 68,8 82,0 76,2 79,1 86,6 81,9
First 10 Banks 100,0 100,0 91,1 91,0 85,7 92,3 92,7 95,7 96,2 97,4
HHI 5.087,0 6.006,3 1.316,9 1.175,0 1.403,5 2.200,0 1.382,7 1.693,0 1.743,2 1.518,8
Distribution by Scale
Big Scale 85,9 97,0 72,5 64,6 74,7 81,0 82,6 85,6 91,5 92,9
Medium Scale 11,9 0,2 16,1 26,9 13,3 12,2 1,8 8,8 4,6 3,2
Small Scale 2,2 2,8 11,4 8,5 12,1 6,8 5,6 5,7 4,0 3,9
Total 100,0 100,0 100,0 100,0  100,0 100,0  100,0 100,0  100,0  100,0
Functional Distribution
Deposit Banks 97,5 97,0  100,0 98,5  100,0 100,0  100,0 96,5 98,0 97,7
Development and Investment 2,5 3,0 0,0 1,5 0,0 0,0 0,0 3,5 2,0 2,3
Total 100,0 100,0  100,0  100,0  100,0 100,0  100,0 100,0  100,0  100,0
Concentration of Funds Provided from Repo Transactions
® )
100 7.000 100 ™ 00 45 00 09 90 "W
8 ’ 3,0 3,5
80 6.000 25
5.000
e 4000 9c3) 100,0 100,0-100,0100,0
40 3.000 ZS 975 970 | 95 [ I | 96,5 980 97,7
2.000 85
20 1.000 83
. _/\\ . 5
2000200120022003200420052006200720082009 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
Large-scale Medium-scale Deposit Banks
e Small-scale e HHI (Right Axis) Dev. and Inv. Banks
BRSA 36 Structural Developments in Banking /December 2009



2.2.6. Money Market Debts

Debts from money markets displayed highly concentrated market structure in the last 10-year
period excluding 2000 crisis period. During the period, share of the first 5 banks did noft fall
below 80%, while reaching 100% some years. HHI reached 7.023,8 points in 2009 and peaking
in the years analyzed.

Distribution of debts to money markets item by scale sizes fluctuated significantly by years. In
2009, share of big-scale banks increased by 72 points when compared with previous year,
while share of medium and small-scale banks declined by 57.5 points and 14.8 points,
respectively. Weighted structure of deposit banks continued in debts from money markets.

Debt from Money Market Concentration Indicators

Debts from Money Markets (%) 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
First 5 Banks 35,5 95,1 94,7 90,6 86,9 69,8 80,5 98,4 94,7 100,0
First 10 Banks 51,8 98,9 99,3 97,9 95,9 94,3 98,8 100,0 100,0 100,0
HHI 444,3 3.487,4 4.717,6 3.308,6 2.139,7 13158 1.700,2 5.563,4 3.4152 7.023,8
Distribution by Scale

Big Scale 27,7 92,5 91,6 86,0 81,7 0,0 0,0 73,1 10,8 83,1
Medium Scale 26,8 3,8 6,5 7,8 7,5 49,1 3,5 4,9 58,3 0,8
Small Scale 45,5 3,7 1,8 6,2 10,7 50,9 96,5 22,1 30,9 16,1
Total 100,0 100,0  100,0 100,0 100,0 100,0  100,0 100,0  100,0 100,0
Functional Distribution

Deposit Banks 92,8 98,4 98,8 99,4 99,5 92,2 84,8 100,0 90,4 91,4
Development and Investment 7,2 1,6 1,2 0,6 0,5 7,8 15,2 0,0 9,6 8,6
Participation Banks 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0
Total 100 100 100 100 100 100 100 100 100 100

Debt from Money Markets Concentration and Functional Distribution
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In 2009, 83% of debts from money market items were used by private capital banks. Other
players are four banks and it is a market where limited players operate.

First 10 Banks in Money Market Debts

(%) 2000 Share 2002 Share 2004 Share 2006 Share 2008 Share 2009 Share
1 T.GARANTI B. 13,9 T.HALK B. 64,8 T.HALK B. 36,0 TEKSTILB. 27,9 FINANSBANK 53,0 AKBANK 83,1
2 OSMANLIB. 5,8 T.C.ZIRAAT B. 22,3 T.C.ZIRAATB. 23,7 ARAP TURK B. 22,5 EUROBANK TEKFEN 20,2 BANKPOZITIF 8,6
3 T.VAKIFLAR B. 5,5 YAPIVE KREDIB. 3,5 YAPIVEKREDIB. 10,5 TURKISH BANK 15,1 AKBANK 10,8 ANADOLUBANK 6,2
4 ESKISEHIR B. 5,4 OYAKBANK 2,8 T.GARANTI B. 10,5 ABNAMROBANK 8,4 T.IHRACAT KREDI B. 5,4 HABIB BANK 1,2
5 T.TUT/YASARB. 5,0 FINANSBANK 1,4 OYAKBANK 6,3 T.SINAIKALK. B. 6,7 SEKERBANK 5,3 ING BANK 0,8
6 T.C.ZIRAATB 3,7 T.GARANTI B. 1,1 AKULUSL. B. 2,8 CALYON BANK 5,3 BANKPOZITIF 4,2

7 SUMERBANK 3,7 SEKERBANK 1,0 ABN AMRO B. 2,6  TEKFENBANK 4,7 HABIBBANK LIMITED 1,1

8 TOPRAK B. 3,0 T.SINAI KAL. B. 0,9 KOGBANK 1,3  OYAKBANK 3,5

9 T.DISTIC.B. 3,0 TEKSTILB. 0,9 SOC.GENERALE 1,2 TURKLAND BANK 2,8

10 T.HALKB. 2,9 KOGBANK 0,7 AKBANK 1,1 BANKPOZITIF 2,0
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2.2.7. Ssyndication and Securitization Loans

Syndication loans market reflects a structure in which generally moderate however
occasionally high concentration can be observed. When analyzed on annual basis, 2009
data designates concentration increase in the share of the first 5 banks, while HHI criteria
increased by 343 points as compared with previous year amounting to 1.624,6.

When distribution of syndication loans by scale size is observed, it is observed that weight of
big-scale banks in the sector confinues. Nevertheless, share of medium and small-scale banks
decreased slightly in 2009 contrary to previous years. Deposit bank weighted structure of the
market confinues.

Syndication Loans Concentration Indicators

Syndication Loans (%) 2002 2003 2004 2005 2006 2007 2008 2009
First 5 Banks 90,1 81,8 76,7 77,9 74,5 71,3 72,4 85,9
First 10 Banks 100,0 100,0 97,7 97,1 93,6 90,3 90,6 100,0
HHI 2.041,0 1.866,0 1.395,0 1.384,0 1.288,0 1.267,4 1.281,5 1.624,6
Distribution by Scale
Big Scale 66,9 63,5 69,4 73,3 74,5 71,3 72,4 85,9
Medium Scale 33,1 36,5 27,0 19,9 18,8 16,3 14,5 5,0
Small Scale 0,0 0,0 3,6 6,9 6,7 12,5 13,1 9,2
Total 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0
Functional Distribution
Deposit Banks 94,2 94,5 96,5 96,1 95,5 91,1 88,1 92,6
Development and Investment 5,8 5,5 3,5 3,9 4,5 6,2 7,9 7,4
Participation Banks 0,0 0,0 0,0 0,0 0,0 2,6 4,1 0,0
Total 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0

In 2009, private deposit banks are still dominant in syndication loans in the first 10 banks.

First 10 Banks in Syndication Loans

Share Share
2002 Share (%) 2004 (%) 2006 Share (%) 2008 Share (%) 2009 (%)

1 T.GARANTI B. 32,0 T.GARANTIB. 21,2 AKBANK 21,1 AKBANK 24,2 T.GARANTI B. 20,8
2 AKBANK 20,8 AKBANK 18,4 T.VAKIFLAR B. 18,6 T.iS BANKASI 15,3  YAPIVE KREDI B. 19,2
3 KOCBANK 17,6  T.IS BANKASI 14,9 T.IS BANKASI 12,0 T.GARANTI B. 12,9 T.IS BANKASI 18,3
4 T.iIS BANKASI 14,0 T.VAKIFLAR B. 14,9 T.GARANTI B. 12,0 T.VAKIFLAR B. 1,0 AKBANK 17,6
5 TURK EXIMBANK 5,8 FINANSBANK 7,3 YAPIVE KREDI B. 10,8 YAPIVE KREDI B. 9,0 T.VAKIFLAR B. 10,0
6  FINANSBANK 5,1 FORTIS BANK 7,0 FINANSBANK 5,6 FINANSBANK 6,5 T.iHRACATKR.B. 7,4
7  TURK EKONOMI B. 4,6  DENIZBANK 5,7 TURK EXIMBANK 4,2 TURK EXIMBANK 4,7 TURK EKONOMI B. 5,0
8  T.HALK BANKASI 0,2 TURK EXIMBANK 3,5 DENIZBANK 4,0 TEKSTILB. 2,5 ALTERNATIF B. 1,0
9 T. EKONOMI B. 3,5 INGBANK 2,8 TURK EKONOMI B. 2,3 TEKSTILB. 0,8
10 TEKSTIL B. 1,3 TEKSTILB. 2,4 SEKERBANK 2,2

On the other hand, there is a high concentration of securitization activities as these are
carried out by limited number of banks. In 2009, the first 5 banks realized 89.8% of total
securifization loans. At the same time, the first 5 banks carrying out securitization activities are
big-scale. All banks using securitization loans are deposit banks as in previous years.
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Securitization Concentration Indicators

Securitization (%) 2002 2003 2004 2005 2006 2007 2008 2009
First 5 Banks 100,0 99,2 94,6 92,9 97,1 89,9 91,2 89,8
First 10 Banks 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0
HHI 4.320,0 2.465,0 2.388,0 1.959,0 2.218,0 1.883,7 1.930,0 1.862,7
Distribution by Scale
Big Scale 91,5 91,6 90,4 83,5 89,0 89,9 91,2 89,8
Medium Scale 8,5 8,4 9,6 16,5 11,0 10,1 8,8 10,2
Small Scale 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0
Total 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0
Functional Distribution
Deposit Banks 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0
Development and Investment 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0
Participation Banks 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0
Total 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0

Few banks carried out securitization fransactions in the sector. As of 2009, it is observed that
the banks using securitization loans are predominantly privately owned deposit banks.

First 10 Banks in Securitization Loans

Share 2009 Share
2002 Share (%) 2004 (%) 2006 Share (%) 2008 Share (%) (%)
1 AKBANK 58,9 AKBANK 38,0 T.GARANTIB. 27,1 T.GARANTI B. 28,0 T.GARANTI B. 28,0
2 T.VAKIFLAR B. 27,4 T.iSB. 20,4 AKBANK 27,0 AKBANK 21,0 AKBANK 20,5
3 FINANSBANK 8,5 T.GARANTIB. 18,4 T.iS BANKASI 23,5 T.iS BANKASI 20,9 T.iS BANKASI 19,7
4 T.iS BANKASI 5,2 FINANSBANK 9,6 YAPIVEKR.B. 1,5 YAPIVEKR.B. 10,7 YAPIVEKR. B. 10,9
5 T.VAKIFLAR B. 8,2 FINANSBANK 8,1 T.VAKIFLAR B. 10,6 T.VAKIFLAR B. 10,6
6 YAPI VE KREDI B. 5,4 DENIZBANK 2,9 FINANSBANK 5,2  FINANSBANK 4,4
7 DENIZ B. 3,7
8 HSBCB: 2,1

2.2.8. Own-funds

Market concentration in own-funds which is one of the protective elements of the banking
sector against financial fluctuations is in a declining tendency in recent years; however as of
2009 this tendency was reversed. Share of the first 5 banks in own-funds which was 56.2% in
2000 decreased to 51.3% in 2008 yet increased t053.8% in 2009. In 2009, share of the first 10
banks increased to 77.8% from 75.6% in the previous year. In the same period, a relative
increase is observed in HHI index.

Own-fund Concentration Indicators

Total Own-funds (%) 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
First 5 Banks 56,2 56,5 62,2 62,3 57,0 54,8 54,1 53,4 51,3 53,8
First 10 Banks 74,3 77,5 82,5 834 78,6 77,3 79,3 78,2 756 77,8
HHI 7799 846,10 973,3 9878 829,71 8132 788,6 769,55 704,3 751,6
Distribution by Scale
Big Scale 55,5 68,7 71,5 86,6 67,7 63,7 66,1 65,7 62,8 65,6
Medium Scale 25,6 17,3 14,9 11,6 15,9 16,2 13,1 15,4 16,6 16,7
Small Scale 18,9 14,0 13,6 1,9 16,5 20,0 20,8 19,0 20,6 17,7
Total 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0
Functional Distribution
Deposit Banks 88,1 91,2 87,0 86,6 87,0 86,8 84,7 85,1 83,4 84,6
Development and Investment 10,4 8,8 1,5 11,6 11,0 11,4 12,7 11,8 12,3 11,4
Participation Banks 1,5 0,0 1,5 1,9 2,0 1,7 2,6 3,1 4,3 4,0
Total 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0

Although total own-funds of the sector concentrated in big-scale banks excluding 2009, the
increase especially in the shares of small-scale banks atftracts attention. Deposit banks are
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dominant in the distribution by functional classification, share of participation banks shows
rising trend.
Own-fund Concentration and Functional Distribution
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As of 2009, 3 private deposit banks take the lead in the first 10 banks in own-funds followed by
state deposit banks; while 2 development and investment banks also ranked among first 10
banks.

First 10 Banks by Own-funds

(%) 2000 Share 2002 Share 2004 Share 2006 Share 2008 Share 2009 Share
1 YAPIVEKR.B. 153 T.i$SBANKASI 16,3 T.iS BANKASI 16,3 T.iS BANKASI 15,8  AKBANK 13,0 AKBANK 12,8
2 T.i$ BANKASI 15,1 T.C.ZIRAATB. 15,9  AKBANK 13,3  AKBANK 1,9 T.GARANTI B. 1,0 T.iS BANKASI 12,2
3 AKBANK 10,0 AKBANK 12,4 T.C.ZIRAATB. 10,8 T.C.ZIRAATB. 11,1 T.IS BANKASI 10,9 T.GARANTI B. 12,0
4 PAMUKBANK 8,4 YAP.VEKR.B. 10,5 YAPIVEKR.B. 9,9 T.GARANTI B. 7,8  T.C.ZIRAATB. 8,5 T.C.ZIRAATB. 9,3
5 T.GARANTIB. 7,5 T.HALKB. 7,0  T.GARANTI B. 6,8 T.VAKIFLAR B. 7,5 YAPIVEKR.B. 7,9  YAPIVEKR.B. 7,5
6 T.CZIRAATB. 4,7 T.GARANTIB. 6,4 T.HALKB. 6,4 T.HALKB. 6,3 T.VAKIFLAR B. 6,6  T.VAKIFLAR B. 6,7
7 T.IHR.KR.B. 43 T.iHR.K.B. 4,2 ILLERB. 4,6 ILLERB. 5,8 ILLERB.I 6,1 ILLERB. 5,6
8 T.VAKIFLARB. 3,5 iLLERB. 4,0 T.VAKIFLAR B. 4,3 YAPIVEKR.B. 56 T.HALKB. 50 T.HALKB. 5,2
9 T.HALKB. 2,9 TVAKIFLARB. 2,9 T.IHRACATK.B. 3,7 T.IHRACATK.B. 3,9 T.IHRACATK.B. 3,4 T.JHRACATK.B. 3,3
10 ILLERB. 2,6 HSBCBANK 2,8  BIRLESIK FON B. 2,7 FINANSBANK 3,6  FINANSBANK 3,3 FINANSBANK 3,3

2.3. Off-Balance Sheet Activities

2.3.1. Non-Cash Loans and Liabilities

A moderate decrease has been experienced in non-cash loans and liabilities concentration
for the past three years. The first 5 bank, the first 10 banks and HHI criteria in 2009 support this
development.

Non-Cash Loans and Liabilities Concentration

Non-Cash Loans and Liabilities (%) 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

First 5 Banks 42,5 55,1 52,8 52,6 49,9 47,8 50,4 48,5 48,1 46,1
First 10 Banks 60,7 75,1 74,3 74,0 71,8 72,3 73,3 71,1 70,3 70,2
HHI 513,7 780,8 7653 766,01 71,0 664,7 748,6 681,4 6482 6247
Distribution by Scale

Big Scale 36,0 65,5 56,6 56,1 55,1 51,8 53,4 52,5 54,1 56,0
Medium Scale 39,7 22,2 32,7 31,0 29,2 26,7 23,9 31,6 28,1 27,8
Small Scale 24,3 12,3 10,7 12,8 15,7 21,4 22,6 15,8 17,8 16,3
Total 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0
Functional Distribution

Deposit Banks 96,3 95,5 94,9 94,0 91,7 89,4 86,5 83,7 80,5 80,5
Development and Investment 2,9 3,7 3,4 3,0 3,0 2,4 2,3 3,1 3,7 4,8
Participation Banks 0,8 0,8 1,7 3,0 5,3 8,1 11,2 13,2 15,8 14,7
Total 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0

Accordingly, non-cash loans and liabilities preserved the lower concentrated market structure
outlook. In 2009, as compared to the previous year, market shares of medium and small-scale
banks decreased.
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Non-Cash Loans and Liabilities Concentration and Functional Distribution

70
60
50
40

30

20\\/—\,\

900
800
700
600
500
400
300
200
100

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

Large-scale

e Small-scale

23.2.

Medium-scale

s HHI (Right Axis)

Derivative Transactions

©
100

98
95
93
90
88
85
83
80

)
EEEEEENR

1,5 1,6 11,0 1,4
12,7 1,8
’ 12,3 4
87,0 86,6 870 86,8
847 851 g, 846
2002 2003 2004 2005 2006 2007 2008 2009

Deposit Banks Dev. and Inv. Banks

M Participation Banks

Concentration in derivative transactions that the banking sector uses basically for hedging
(share of the first 5 banks) has increased in 2009 when compared with previous year. However,
HHI declined when compared to 2008. While the share of medium small-scale banks
decreased in the distribution by scale, share of big-scale banks increased. Derivative
fransactions were carried out predominantly by deposit banks also in 2009.

Derivative Transactions Concentration Indicators

Derivative Financial Instruments (%) 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
First 5 Banks 47,4 60,7 63,9 63,3 59,3 553 52,5 53,2 55,1 57,6
First 10 Banks 65,8 84,9 81,9 81,5 79,1 79,4 78,1 76,5 80,4 80,4
HHI 662,7 942,9 1052,0 1044, 869,4 801,4 8350 8042 8655 8455
Distribution by Scale
Big Scale 27,0 39,8 42,1 47,5 33,8 36,4 326 39,4 45,6 50,1
Medium Scale 45,0 43,6 42,7 394 47,1 40,1 50,7 37,7 37,7 37,4
Small Scale 28,0 16,6 15,3 13,1 19,1 23,5 16,7 22,9 16,7 12,5
Total 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0
Functional Distribution
Deposit Banks 97,5 97,9 93,4 94,8 94,7 92,3 95,2 91,4 96,4 958
Development and Investment 2,5 2,1 6,6 5,1 4,6 7,6 4,0 7,2 1,7 2,2
Participation Banks 0,0 0,0 0,0 0,0 0,7 0,1 0,8 1,4 1,9 2,0
Total 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0
Derivative Transactions Concentration and Functional Distribution
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When the first 10 banks are analyzed in derivative transactions in 2009,
private deposit banks and global deposit banks are leading.

First 10 Banks in Derivative Transactions

it is observed that

(%) 2000 Share 2002 Share 2004 Share 2006 Share 2008 Share 2009 Share
YAP. VE KR.
1 KOCBANK 17,6  HSBC BANK 21,4 HSBCBANK 17,4  FINANSBANK 19,6  T.GARANTI B. 19,0 B. 15,0
2 T.GARANTI B. 8,2 AKBANK 15,3 T.GARANTI B. 12,3 T.GARANTI B. 10,3 FINANSBANK 12,1 T.GARANTI B 12,9
3 FINANSBANK 7,5 T.GARANTIB. 12,6 AKBANK 12,0 AKBANK 7,9 YAPIVEKREDIB. 8,8 FINANSBANK 11,8
4 AKBANK 7,4  T.iS BANKASI 8,6 DENiZBANK 8,9  T.IS BANKASI 7,4  T.iS BANKASI 7,9  AKBANK 9,9
5  YAPIVEKR.B. 6,7 DENIZBANK 6,0 FINANSBANK 8,7 CITIBANK 7,3 AKBANK 7,3  T.iS BANKASI 8,0
6 PAMUKBANK 52  CITIBANK 4,4 CITIBANK 4,8 HSBCBANK 7,2 FORTIS BANK 7,0  DENIZBANK 6,9
7 T.DISTIC.B. 3,6 YAPIVEKR.B. 4,1 YAPIVEKREDIB. 4,6 DENiZBANK 5,4  CITIBANK 53 HSBCBANK 6,2
8 BIRLES.T.KOR.B. 3,5 FINANSBANK 3,7  T.[S BANKASI 4,4 YAPIVEKREDIB. 4,8 DENIZBANK 4,5  FORTISBANK 4,3
9 OSMANLIB. 3,1 TURKEXIM. 3,3 KOGBANK 3,4  FORTIS BANK 4,8  ING BANK 4,3  CITIBANK 3,2
10 ALTERNATIFBANK 3,0 KOGBANK 2,4  FORTIS BANK 3,0 OYAKBANK 3,4  HSBCBANK 4,2 T.HALKB. 3,1
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3. EFFICIENCY AND PRODUCTIVITY INDICATORS

3.1. Ratios and Efficiency Analysis

Ratio analysis is one of the widely used methods in measurement of efficiency. Ratio analysis is
based on the ratios calculated over infermediation activities which are fundamental functions
of banking. Within this framework, the criteria for efficiency of the mentioned function are

calculated. Variables used in the fundamental ratios mentioned in the report are as follows:
T Loans /Total Assets
1 Total Loans /Deposits ¢
1 (Loans + Securities Portfolio)/Total Assets
1  Non-performing Loans /Gross Loans
T ROA and ROE

3.1.1. Fundamental Ratio Analysis

Development of efficiency in Turkish banking sector is given in the charts below by the above-
menfioned rafios. As seen in the chart, efficiency ratios were stable in general in the second
half of 1980’s and in 1990’s while they had a downward trend in the 2000-2002 period. After
2002, it is observed that restructuring program as well as macroeconomic and politic stability
had positive effects on efficiency ratios. This is perceived as banks perform intermediation
function more efficiently. The mentioned ratios were consistent and in harmony with each
other after 2002 indicating that efficiency were positive during the period.

Development of Efficiency Ratios

0,90 0,20 0,90
% o
0,80 ) 0,8 0,80 *)
0,70 016 4.0
0,1
0,60 14 0,60
0,12
0,50 0,50
Ve 0,10
0,40 008 040
i
0,30 0,06 030
0,20 Loan/Deposits 0,0 0,20
104 ’ Loans/Tot. Assets
0,10 NPLs/Loans (Right Axis) 0,02 0,10
0,00 0,00 0,00
O 0 o o <+ O Q (=] o~ T O 0
® ® N QXN Q NS g S o O 2 8 & & x & % 8 5 I 3 3
oo 2 2 9 2 2 o o o & & o o o O ) IS} o
- - - - - - - ~ ~N ~ ~N ~N

When efficiency ratios are analyzed by group, it is seen that loans /total assets and loans
/deposit ratios had significant bounce in public banks during 2003-2009 period. Large- and
medium-scale banks had a relatively high progress in the mentioned ratios. These indicators
show that banks had a better performance in performing intermediation function and
efficiency increased. The share of securities portfolio in placements of banks decreased
relatively during the period. Another ratio used in the measurement of efficiency in banking
sector is the ratio of NPLs to gross loans. The recession in the mentioned ratio in all bank groups
during the period is perceived positive for efficiency.

? This ratio is analyzed seperately on bank basis because of its importance for intermediary function.
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Efficiency Ratios by Groups

Loans [Total Assets 2000 2002 2004 2006 2008 2009
Public Banks 26,3 14,2 21,4 32,8 41,3 41,0
By Capital Structure Private Banks 37,0 28,7 39,0 47,2 52,2 46,8
Global Banks 23,8 31,8 44,1 55,7 59,6 60,4
Deposit Banks 30,0 22,0 31,9 43,0 49,4 45,9
By Function Group Participation Banks 76,6 53,0 66,4 67,8 68,5 70,3
Development and Inv. Banks 43,7 44,9 46,9 46,9 51,0 50,7
Large-scale Banks 28,1 20,5 28,6 40,1 47,5 43,2
By Scale Size Medium-scale Banks 38,5 28,8 47,7 60,5 61,5 62,9
Small-scale Banks 31,4 31,2 36,8 46,7 51,2 50,9
Loans /Deposit 2000 2002 2004 2006 2008 2009
Public Banks 40,2 22,0 30,8 46,8 59,1 60,7
By Capital Structure Private Banks 70,6 43,1 66,2 80,3 88,1 79,8
Global Banks 86,5 73,1 99,5 1043 1055  100,8
By Function Group Deposit Banks 50,6 32,4 49,2 68,3 77,6 72,8
Participation Banks 92,6 65,5 81,8 83,6 92,6 88,5
Large-scale Banks 48,3 29,7 42,7 61,6 72,4 67,4
By Scale Size Medium-scale Banks 73,8 40,9 77,3 102,2  107,0  100,1
Small-scale Banks 51,4 115,1 179,4  123,4  122,8  137,2
(Loans +SP)/Total Assets 2000 2002 2004 2006 2008 2009
Public Banks 389 667 759 77,4 795 80,9
By Capital Structure Private Banks 46,8 61,8 71,0 76,2 76,2 77,9
Global Banks 38,3 54,1 68,8 68,9 72,7 76,0
Deposit Banks 41,9 64,0 73,3 76,4 77,5 794
By Function Group Participation Banks 76,6 53,1 67,0 67,8 68,5 73/4
Development and Inv. Banks 46,8 53,8 59,0 58,3 61,2 62,8
Large-scale Banks 36,4 65,4 74,4 77,9 78,7 80,1
By Scale Size Medium-scale Banks 49,8 61,1 70,8 73,9 751 77,9
Small-scale Banks 50,6 54,3 61,6 60,5 62,6 65,9
NPL/Gross Loans 2000 2002 2004 2006 2008 2009
Public Banks 8,2 36,6 9,4 4,9 3,7 4,3
By Capital Structure Private Banks 1,7 9,0 4,9 3,6 3,5 5,2
Global Banks 6,9 5,1 3,3 2,8 4,1 6,8
Deposit Banks 4,6 18,6 6,2 3,8 3,7 54
By Function Group Participation Banks 5,3 16,7 6,5 3,8 4,5 4,8
Development and Inv. Banks 1,3 4,0 3,3 2,5 1,7 2,3
Large-scale Banks 3,0 18,1 6,9 4,1 3,6 4,9
By Scale Size Medium-scale Banks 5,3 20,9 3,9 2,6 3,9 6,5
Small-scale Banks 6,3 8,9 5,2 3,4 4,0 5,2

3.1.2. Development of Loan-Deposit Ratio

Loan/deposit ratio® which is one of the fundamental indicators of banking sector for
inftermediary activities also contribute to the evaluation of structural developments on the
basis of loan/ scale and function groups. In banking sector in general, the regular trend
towards higher loan/deposit ratio until 2007 slowed down as of end-2009.

10 Funds collected by particiaption banks (current and participation funds) are included in deposit amounts.
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Loan/Deposit ratio by Scale and Function Groups
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Although there is a slowdown trend by scale and function groups, separately, a relative
recession is remarkable in the loan/deposit ratfio in large and medium-scale banks group as
well as deposit and participation banks group.

Loan/Deposit Ratios

Loan / Deposit (%) 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
First 5 Banks 44,4 27,4 32,1 37,2 38,9 52,6 62,6 69,4 72,0 63,5
First 10 Banks 53,9 32,4 30,5 37,7 45,9 55,5 65,3 73,7 76,2 71,0
By Scale
Large Scale 48,3 31,9 29,7 35,1 42,7 51,5 61,6 69,7 72,4 67,4
Medium Scale 67,6 27,2 48,5 65,9 84,9 97,1 102,5 109,3 107,0 100,1
Small Scale 42,1 39,4 78,9 88,0 101,2 11,7 19,9 96,7 81,7 83,4
Sector 51,2 31,8 36,2 43,5 52,9 62,2 71,2 77,5 78,3 73,6
Functional
Deposit Banks 50,6 31,4 32,4 39,5 49,2 59,2 68,3 76,6 77,6 72,8
Participation Banks 92,6 55,9 65,5 76,3 81,8 77,4 83,6 94,9 92,6 88,5
Sector 51,2 31,8 36,2 43,5 52,9 62,2 71,2 77,5 78,3 73,6

While loan/deposit ratio increased by 1,7 points in small-scale banks as of end-2009, it
decreased by 6,9 points and 5 points in medium-scale and large-scale banks, respectively. In
the same period, the mentioned ratio decreased by 8,5 points for the first 5 banks and 4,8
points for the first 10 banks.

Loan/Deposit Ratio of First 10 Banks As Per Total Assets

% 2000 L/D 2002 L/D 2004 L/D 2006 L/D 2008 L/D 2009 L/D
1 T.C.ZIRAATB. 35,0 T.C.ZIRAAT B. 12,8 T.C.ZIRAATB. 19,1 T.iS BANKASI 64,8 T.C.ZIRAATB. 36,5 T.C.ZIRAATB. 36,5
2 T.HALKB. 22,5 AKBANK 36,5 T.iS BANKASI 52,4 T.C.ZIRAATB. 28,7 T.iS BANKASI 74,7 T.iS BANKASI 67,6
3 T.iS BANKASI 61,1 T.IS BANKASI 39,0 AKBANK 67,4 AKBANK 86,3 T.GARANTIB. 95,1 T.GARANTIB. 80,3
4 YAPIVEKR.B. 74,6  T.GARANTI B. 38,8 YAPIVEKRB. 70,4 T.GARANTI B. 91,9 AKBANK 89,8 AKBANK 75,2
5 AKBANK 56,6 YAPIVEKR. B. 53,1 T.HALKB. 22,1 YAPIVEKREDiB. 71,8 YAPIVEKRB. 89,3 T.VAKIFLARB. 80,4
6 T.GARANTI B. 94,8 T.HALK B. 10,5 T.GARANTI B. 59,9 T.VAKIFLAR B. 73,5 T.VAKIFLAR B. 84,3 YAPIVEKRB. 90,7
7  T.VAKIFLAR B. 68,7 T.VAKIFLARB. 30,7 T.VAKIFLARB. 48,3 T.HALKB. 43,7 T.HALKB 64,7 T.HALKB 75,6
8 PAMUKBANK 93,5 KOCBANK 51,0 FINANSBANK 1052 FINANSBANK 18,6  FINANSBANK 14,8 FINANSBANK 97,8
9 T.EMLAKB. 44,3 PAMUKBANK 15,3 FORTIS BANK 87,0 INGBANK 91,5 DENIZBANK 128,1 DENIZBANK 120,2
10 DEMIRBANK 85,7 FINANSBANK 55,2  KOCBANK 54,5 DENIZBANK 94,5 ING BANK 106,3 ING BANK 113,1

When 2008/2009 loan/deposit ratio of first 10 banks by total asset sizes is analyzed, it is seen
that large-scale banks has a lower loan/deposit ratio while medium-scale banks have one-to-
one ratio in loan/deposit ratios. When analyzed by capital structure, it is seen that public

banks are in a frend to have lower loan/deposit ratio than private banks.
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3.1.3. Profitability Analysis

Return on assets (ROA) and return on equities (ROE) are used widely for the calculation of
profitability in banking sector'’. As of end-2009, 78,3% of the profit of the sector arose from large-
scale banks while 12,7% and 9% arose from medium-scale and small-scale banks, respectively.
ROA and ROE ratfios increased in sector general in 2009 when compared fo the previous year.
ROA ratio of the sector increased from 1,8% to 2,4% and ROE ratio increased from 15,5% to 18,2% in
the same period. The highest profitability performance as per ROA and ROE belongs to large-scale
banks in 2009. Deposit banks has the majority in share faken from total profit as functional
distribution and the share of these banks was 91,6% in 2009. When profitability performances are
analyzed, it is seen that development and investment banks have higher ROA indicators while
deposit banks have higher ROE indicators compared to other groups.

Distribution of Profitability by Scale

2000 2002 2004 2006 2008 2009

Share ROA ROE Share ROA ROE Share ROA ROE Distribution ROA ROE Share ROA ROE Share ROA ROE

By Scale

Large Scale 36,0 2,0 18,7 12,1 2,1 17,6 72,2 2,0 14,9 70,6 2,1 20,4 73,9 1,8 18,3 78,3 2,5 21,7
Medium Scale -31,8 -3,5 -44,4 -27,0 -1,8 -20,3 15,2 1,9 13,3 14,5 2,2 21,0 12,9 1,4 12,0 12,7 1,9 13,9
Small Scale -104,2  -15,4 0,0 14,9 2,4 12,3 12,7 2,7 10,8 15,0 3,5 13,7 13,3 2,6 10,0 9,0 2,6 9,2
Sector -100,0 2,9  -42,6 100,0 1,3 1,2 100,0 2,1 14,4 100,0 23 19,1 100,0 1,8 155  100,0 2,4 18,2
Functional

Deposit Banks -107,2  -3,4 -55,4 83,5 1,2 10,7 93,6 2,1 15,0 90,1 2,2 20,3 88,3 1,7 16,4 91,6 2,4 19,7
Development and Investment 6,9 4,6 19,0 15,9 4,9 15,5 4,8 2,8 6,1 6,4 4,8 9,7 6,9 4,0 8,7 4,9 3,7 7,8
Participation Banks 0,4 0,5 7,4 0,6 0,4 4,4 1,6 1,4 10,7 3,4 2,8 25,1 4,8 2,5 17,4 3,5 2,1 16,0
Sector -100,0  -3,0 -42,9 100,0 1,3 11,2 100,0 2,1 14,0 100,0 2,3 19,1  100,0 1,8 155 100,0 2,4 18,2

When ROA and ROE data is analyzed by bank scales, no significant relationship is observed
between the bank scale and ROA and/or ROE in 2009. However, profitability performances of
small-scale banks among themselves differentiate more when compared to other groups.

ROA Ranking of First 10 Banks

2000 ROA 2002 ROA 2004 ROA 2006 ROA 2008 ROA 2009 ROA
1 IMKBT.VESAK.B. 33,8 ILLER BANKASI 19,4 B.FONB. 19,9 BIRLESIK FONB. 32,2 GSD YAT.B. 12,0 CR.AGR.Y.B. 14,8
2 AKTIF YAT. B. 15,8 IMKBT.VESAK.B. 11,1 AKULUS. B. 13,4 T.KALKINMAB. 16,8 B.FONB. 9,5 JPMCH. B. 1,3
3 THE ROYAL BANK 11,1 BIRLESIK FON B. 10,9 DEUTSCHE B. 12,1 CALIK YATIRIM 7,8 JPMCH.B. 8,7 DILER.B. 7,4
4 BANKPOZITIF 10,1 AKTIF YATIRIM B. 8,5 IMKBT. S..B. 9,5 EXIMBANK 7,3 T.HR.KR.B. 7,5 B.FONB. 6,6
5 JPMORGANCH.B. 9,8 YAPIVEKREDI B. 59 GSD YAT.. 7,8 TAKASBANK 5,5 ADABANK 56 T.RO.LB. 5,8
6  GSD YATIRIM B. 8,3 TEKSTILB. 5,4 BANKPOZITIF 7,4 DEUTSCHE B. 5,1 HABIB BANK 5,5 DEUTS.B. 5,5
7  DILER YATIRIM B. 7,8 AKULUS. B. 4,6 T.IH..KR.B. 4,7 GSD YATIRIM B. 4,7 DILER YAT.B. 52 WITLBA.G. 5,4
8  ILLER BANKASI 7,7 DEUTSCHE BANK 4,4 AKTIF YAT. B. 4,6 FINANSBANK 4,1 DEUTSCHE B. 50 T.IHR.K.B. 5,3
9 INGBANK 7,2 FINANSBANK 3,8 T. KAL.B. 3,5 ILLERB. 3,6 ILLER BANKASI 4,4 HABIB BANK 4,6
10 FORTIS 6,2 T.HALKB. 3,4 THE ROYALB. 3,0 ASYAKATILIMB. 3,5 BANKMELLAT 4,3 BANKMELLAT 4,6

All of 10 banks in ROA are small-scale banks as of 2009, 3 of them development and
investment banks and others deposit banks. In the same period, two public banks are among
first three banks in ROE.

ROE Ranking of First 10 Banks

2000 ROE 2002 ROE 2004 ROE 2006 2008 ROE 2009 ROE
1 JPM.CH.B. 64,0 BIRLESIKFONB. 64,8 DEUTSCHEBANK 354 BIRLESIKFONB. 45,4 T.C.ZIRAATB. 29,0 T.C.ZIRAATB. 33,9
2 TURKISHBANK 52,3 TEKSTILB. 61,8 T.VAKIFLARB. 31,0  FINANSBANK 34,4 BANK MELLAT 25,4 T.HALKB. 28,3
3 IMKBT.VES.B. 49,5 T.VAKIFLARB. 40,3 BIRLESIKFONB. 30,4 T.FINANS.KAT.B.. 32,2 T.HALKB. 23,7 DEUTSCHEB. 25,6
4  DEUTSCHE B. 41,5 YAPIVEKREDIB. 40,2 T.C.ZIRAATB. 30,3 T.C.ZIRAATB. 31,9 ALBARAKAT.B. 21,4 BANKMELLAT 24,8
5  WESTLBA.G. 40,2 FINANSBANK 352 AKULUS. B. 29,4 ALBARAKATURK 28,2 T.GARANTI B. 18,5 T.GARAN.B. 22,2
6 THEROYALB. 37,3 ILLERBANKASI 34,6 SEKERBANK 27,8 T.KALKINMA B. 27,6 ASYAKATILIMB. 17,6 DENiZBANK 20,2
7  FORTISBANK 34,6 T.HALKB. 32,5 ANADOLUBANK 27,0 DEUTSCHEBANK 23,5 ANADOLU B. 17, THEROYALB. 19,5
8  FINANSBANK 32,3 EUROBANK 27,6 ALBARAKAT. B. 23,2 ASYAKATILIMB. 23,1 ABNAMROBANK 16,9 WESTLBA.G. 19,2
9  AKBANK 31,8 ANADOLUBANK 257 FINANSBANK 18,3 T.HALK B. 22,8 WESTLB A.G. 16,6 AKBANK 19,2
10 ASYAKAT.B. 30,0 ALTERNATIFB. 24,9 T.HALKB. 17,5 T.GARANTI B. 22,8  IMKB TAKAS. 16,6 ANADOLUB. 19,1

1T Return on Assets (ROA)=Term Net Profit /Total Assets, Return on Equities (ROE)= Term Net Profit /Total Equities.
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Reflections of Global Fluctuations on Risk and Profitability Indicators of Countries
Reflections of global fluctuations on risk and profitability indicators of banking system were significant as
of end-2008 (*). Capital adequacy (CAR), return on assets (ROA), ratio of provisions/non-performing loans
(NPL) decreased while the share of NPLs in gross loans increased in the developed countries which are
more affected by the crisis.

CAR NPL/Loans Provisions /NPL ROA
(%) 2008 2009 2008 2009 2008 2009 2008 2009
Latin America
Argentina 16,8 18,6 2,7 3,1 131,4 123 1,6 2,4
Brazil 18,3 18,6 4,3 3,9 153,7 161,5 1,7 1,6
Mexico 15,3 15,9 3,1 4,5 189,0 156 1,5 1,2
Europe
Bulgaria 14,9 17,3 2,5 6.0 109,0 78,3 2,1 1,2
Czech Republic 12,3 14,1 3,3 5,3 67,5 57,3 1,2 1,5
Estonia 13,3 15,7 1,9 5,2 57,2 83,5 0,3 -5,8
Hungary 1,1 13,1 3 5,9 58,9 51,2 0,8 1,1
Latvia 1,8 14,6 3,6 16,4 61,3 57,4 0,3 -3,5
Lithuania 12,9 14,2 4,6 19,4 n.d. n.d. 1,0 -4,2
Poland 10,8 13,1 4,4 7,0 61,3 50,2 1,6 1,2
Romania 13,8 13,7 6,5 14,8 60,3 47,9 1,6 0,3
Russia 16,8 20,9 3,8 9,6 18,4 94,8 2,1 1,3
Slovakia 11,1 12,3 3,2 4,3 91,4 76,1 1,0 0,7
Slovenia 1,7 1,6 1,8 2,3 79,3 76,4 0,7 0,5
Turkey 18,0 20,5 3,6 5,3 79,9 83,5 1,8 2,4
Austria 12,9 14,3 1,9 2,3 62,4 64,4 0,1 0,4
Belgium 16,2 17,3 1,7 2,7 67 51,1 -1,3 —-0,1
Denmark n.d. n.d. n.d. n.d. n.d. n.d. n.d. n.d.
Finland 13,5 n.d. 0,4 n.d. n.d. n.d. 0,8 n.d.
France n.d. n.d. 2,8 n.d. 131 n.d. 0,0 n.d.
Germany 13,6 n.d. 2,8 n.d. n.d. n.d. -0,3 n.d.
Greece 9,4 1,7 5,0 7,2 48,9 41,9 0,2 0,2
Ireland 10,6 10,6 2,6 7,5 47,2 37,7 n.d. n.d.
Italy 10,4 10,8 1,5 1,5 46,1 n.d. 0,3 n.d.
Luxemburg 12,3 12,4 n.d. 1,0 n.d. n.d. 0,2 0,6
Malta 12,3 12,3 1,6 n.d. n.d. n.d. 0,7 n.d.
Holland 14,3 15,4 n.d. n.d. n.d. n.d. -0,4 0,0
Norway 21,0 17,7 0,8 1,1 53,5 60,3 0,5 0,6
Portugal 13,2 11,9 1,9 2,8 66,5 72,7 0,2 0,4
Spain 1,7 11,2 3,4 5,1 109,1 91,0 0,7 0,5
Sweden 10,4 9,4 1,0 2,0 93,3 91,4 0,6 0,2
Switzerland 13,5 14,7 0,5 n.d. 78,1 n.d. 0,3 0,2
England 13 12,8 1,6 3,3 38,1 30,1 -0,4 -0,1
Asia
China 12,0 10,0 2,4 1,6 16,4 155 1,0 1,1
Hong Kong 14,8 16,6 1,2 1,5 71,5 68,3 1,8 1,6
India 13 13,2 3,2 3,8 52,6 n.d. 1,0 1
Korea 12,3 14,2 1,1 1,5 146,3 125,2 0,5 n.d.
Malaysia 12,7 14,6 4,8 3,8 89 93,3 1,5 1,2
Singapore 14,7 16,5 1,7 2,3 109,1 91 1,0 1,1
Middle East and Middle Asia
Egypt 14,7 15,3 14,8 14,7 92,1 94,5 0,8 n.d.
Pakistan 12,3 14,1 10,5 12,2 69,6 71,0 0,8 0,9
Saudi Arabia 16,0 n.d. 1,4 n.d. 153,3 n.d. 2,3 2,0
Africa
South Africa 13,0 13,6 3,9 5,5 n.d. n.d. 2,1 1,0
Uganda 20,7 21,1 2,2 4,0 120,3 71,9 3,5 3,2
Other
Australia 11,4 11,7 0,8 1,1 74,8 68,0 0,7 0,6
Canada 12,2 14,5 1,1 1,2 62,4 64,4 0,4 0,4
Japan 12,4 14,3 1,6 1,8 67,0 51,1 —-0,2 0,2
USA 12,8 14,3 2,9 5,4 75,3 58,1 0,0 0,1

Source: IMF, (*):Data are reported for different periods in the same year, so the comparison must be made
prudentially.
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3.2. Efficiency Analysis by Data Envelopment Method

Recession experienced in interest and inflation ratfios caused banks’ income and expenses
depending on nominal interest rates to decrease, and beside increasing net non-interest income,
performing activities in an efficient manner is important for the maintenance of profitability. In this
new environment, banks minimizing operational costs are thought to operate more efficiently.
Advantages of efficiency strengthen banks’ chances to survive in the sfiff competition
environment.

Efficiency development of banks 12 operating in Turkish banking sector are analyzed by using
data envelopment method!3. Intermediary approach is adopted in efficiency measurement.
Traditional intermediary function is taken as basis in intermediary approach and banks are
perceived as firms using capital and labor force in order to transform their foreign resources to
loans. In this approach, inputs are comprised of various foreign resources of banks (deposit
and other foreign resources, interest payments to them, labor force payments, physical
capital etc.) while outputs are comprised of loans and other income-bearing assets and
interest income belonging to them. Inputs and outputs used in the analysis is given in the table
below.

Input-Output Variables

Input Output
1. Foreign Resources | Total Assets 1. Total Loans / Total Assets
2. Interest Expenditures / Total Assets 2. Interest Income | Total Assets
3. Non-interest Expenditures / Total Assets 3. Non-interest Income [ Total Assets

Data envelopment analysis includes 2002-2009 period.'* Accordingly, development of input
and outputs used in the analysis as data set are as follows.

Development of Input and Output Variables

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

Input

Foreign Resources [Total Assets 093 o089 0,88 o086 0,8 087 0,88 087 0,88 0,87
Interest Expenditures | Total Assets 0,17 0,23 0,15 0,11 0,07 0,06 0,07 0,08 0,07 0,05
Non-interest Expenditures / Total Assets 0,06 0,07 0,06 0,05 005 0,05 0,04 0,04 0,04 0,03
Output

Loans/ Total Assets 0,32 0,22 0,23 0,27 0,32 0,38 0,44 0,49 0,50 0,47
Interest Income | Total Assets 0,21 0,35 0,21 0,16 0,13 0,11 0,11 0,12 0,12 0,10
Non-interest Income | Total Assets 0,03 0,03 0,04 0,03 0,03 0,03 0,03 0,03 0,02 0,02

When historic development of inputs is analyzed, it is seen that total foreign resources had stable
motion during the period. The decrease in nominal interest rates caused a significant decrease in
inferest expenditures /total assets rafio. Banks' policies towards the rationalization of operational
activities caused a relative decrease in non-interest expenditures. Loans/total assets which are
included in outputs increased continuously during the period and had positive effects on
efficiency. While the rafio of inferest income/total assetfs ratio increased depending on the
increase in loan portfolio, non-interest income /total loans did not have any significant change.

According to the analysis results, it is seen that efficiency of banking sector increased in 2002-2004
period. Average efficiency decreased in 2005 and had an increasing trend again in 2006-2009
period. Efficiency of banks, efficiency grade of which are below one (non-efficient banks)

12 Deposit banks, development and investment banks and participation banks operating in the system excluding
the SDIF banks are used in the report. Participation banks are included as of 2005, the year they are taken under
the supervision of the BRSA.

13 For further info on data envelopment analysis see Berger, A. ve Humprey, D.Humprey (1997), “Efficiency of
Financial Institutions: International Survey and Directions for Future Research”, Wharton School, Financial
Institutions Center, Working Paper No:97-05.

14 See BDDK ARD Working Reports 2005/10 “Development of Efficiency in Turkish Banking Sector in Disinflation
Process” prepared on Turkish banking sector for 2002-2005 period.
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increased significantly as of 2006. Within this scope, the mentioned banks started to be close to
average efficiency in the system as of 2006 increasing their performances. Average efficiency
rankings of large-scale banks were significant increasing after 2005. Although efficiency ranking
of small and medium-scale banks varies, there are no significant changes during recent years.
It is thought that, banks with relatively low efficiency may increase their competitive position in
the coming periods by enlarging their scale through mergers and acquisitions.

Development of Efficiency
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In order to analyze the efficiency of Turkish banking sector in detail, average efficiency of
banks are grouped also on basis of ownership structure of banks and function groups. The
grouping on ownership structure is made according to the majority share with respect to
public , private and global ownership.

Efficiency Grades by Ownership Structure and Function Groups
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Classification in funcfion group is made as deposit banks, participation banks and
development and investment banks. Public banks as per ownership structure had a better
efficiency performance during the mentioned period. The fact that public banks are large-
scale banks is a significant determinant of better grades for efficiency. While private banks are
around the average efficiency grade of the sector, efficiency grades of global banks were
relatively low. The scale size is thought to be the fundamental factor for the development.
When claossified by function groups, it is seen that participation banks had a better
performance and it is followed by participation banks and development and investment
banks.
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3.3. Productivity Indicators

3.3.1.  Productivity Indicators by Branch and Employee

In the Turkish banking sector, asset amount per branch increased to TL 103 million from TL 13,2
million in big-scale banks; to TL 47.9 million from TL 16.8 million in medium-scale banks; to TL
107.6 million from TL 10.6 million in small-scale banks between 2000 and 2009 . However, in
2008-2009 while asset per branch of small-scale banks increased by 28.6%, this ratio was 11.6%
and 3.7% in big and medium-scale banks, respectively. Increase in the number of branches of
medium-scale banks was effective in this development.

Assets per Branch

Asset Amount per Branch (%) 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
First 5 Banks 52,6 71,8 57,1 58,3 61,2 63,9 55,5 55,9 62,9 64,7
First 10 Bank 66,1 80,4 73,8 76,2 79,0 80,5 78,4 75,1 77,4 79,5
Distribution by Scale (TL million)
Big-Scale 13,2 23,4 36,0 43,9 51,4 68,0 76,7 82,7 92,3 103,0
Medium-Scale 16,8 26,6 25,3 27,9 35,5 47,0 48,0 43,1 46,2 47,9
Small-Scale 10,6 21,7 43,9 49,6 52,8 54,1 58,7 79,7 83,7 107,6
Functional Distribution (TL million)
Deposit Banks 12,7 22,7 33,0 39,6 47,7 61,5 68,2 70,9 78,4 86,2
Development and Investment 165,7 569,17 269,7 31,0 343,2 3676 3653 449,7 52,4 614,3
Participation Banks 15,7 20,6 33,0 29,4 28,1 34,1 38,6 46,1 48,1 59,1

A similar tendency was observed in credit amount per branch in 2008-2009. In this period,
share of the first 5 and 10 banks increased compared with the previous period. Credit amount
per branch increased clearly in small-scale banks to TL 54.8 million; to TL 44.6 million and TL 30.1
million in big and medium-scale banks, respectively. This situatfion is a result of efforts of
medium-scale banks to increase their market shares in retail banking area.

Credits per Branch

Credit Amount per Branch (%) 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
First 5 Banks 76,0 83,2 75,6 67,7 63,5 70,7 62,7 59,0 65,6 67,2
First 10 Bank 81,7 90,6 85,0 78,8 71,6 77,7 72,2 72,4 74,9 75,0
Distribution by Scale (TL million)
Big-Scale 3,7 50 7,4 10,2 14,7 23,0 30,7 37,4 43,9 446
Medium-Scale 6,5 5,6 7,3 10,2 21,9 25,8 28,0 27,6 28,4 30,1
Small-Scale 3,3 6,4 16,5 19,6 1,9 25,1 29,9 42,4 42,8 54,8
Functional Distribution (TL million)
Deposit Banks 3,8 4,7 7,3 10,1 15,2 23,1 29,4 34,3 38,8 39,6
Development and Investment 72,4 239,9 121,1 149,7 160,8 170,3 171,4 213,6 266,2  311,2
Participation Banks 12,0 9,3 14,7 17,7 18,6 22,2 26,2 33,1 32,9 41,5

When deposits per branch are analyzed, evident decreases attract aftention in the bank
shares of the first 5 and 10 banks. In 2009, when compared to 2000, deposit amount per
branch in big-scale banks increased continuously to TL 66.1 million from TL 7.7 million; to TL 30.1
million from TL 8.8 million in medium-scale banks; to TL 39.9 million from TL 6.5 million in small-
scale banks. While deposit amount per branch of big-scale banks increased by 9.1% in 2009
compared to previous year, this rafio was 13.2% in medium-scale banks and 14.3% in small-
scale banks. When functional distribution is analyzed, it is observed that increase in deposit per
branch of deposit banks was 9% in the period examined, and it was realized as high as 32.1%
in participation banks.
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Deposits per Branch

Deposits per Branch (%) 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
First 5 Banks 21,4 28,7 27,7 26,7 32,3 29,7 35,4 31,1 51,4 35,4
First 10 Bank 36,8 46,2 46,0 44,5 51,8 48,6 53,8 52,0 66,5 55,4
Distribution by Scale (TL million)
Big-Scale 77 158 24,9 29,0 344 447 49,9 53,7 60,6 66,1
Medium-Scale 8,8 15,0 17,8 18,2 21,9 26,6 27,3 25,1 26,6 30,1
Small-Scale 6,5 1,0 15,6 18,7 21,0 22,4 24,8 31,0 34,9 39,9
Functional Distribution (TL million)
Deposit Banks 7,5 15,1 22,4 257 30,9 39,0 43,0 446 49,9 54,4
Development and Investment 0,0 0,0 28,5 23,0 22,8 28,7 31,3 35,1 35,5 46,9

Another indicator in respect of productivity is profits per branch. Accordingly, average of the
rafio mentioned in the sector increased to TL 2.1 million in 2009 from TL -3.9 million in 2000.
Furthermore, although fotal number of branches reached 9.581 from 7.984, these ratios
confinued to improve.

Profits per Branch

Profits per Branch 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
Distribution by Scale
(TRY thousand)
Big-Scale 265 -629 765 940 1.087 311 1.666 2.239 1.691 2.586
. 721 95.84
Medium-Scale 0 892 2 0
585 2137 552 509 9 3 955 727 905
1.045 20.49
Small-Scale 4622 5786 689 18.007 4 25.732  15.572 14.479 2.845
Functional Distribution
(TRY thousand)
Deposit Banks -431 -1.415 396 855 14.749 10.171  41.275 6.231  6.046 2.062
- 13.413 29.08 26.82  22.44
Development and Investment 7676 15283 13.271 11.281 6 29.751 29.651 o 6
Participation Banks 83 -216 122 393 429 889 1.072 1216 1.215  1.239
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EU-Turkey Comparison in Capacity Indicators

When capacity indicators are analyzed, it is observed that Turkish banking sector displays a big
growth potential. When comparable countries are analyzed especially by demographic scale
and geographic size (e.g. France), it is observed that Turkish banking sector may offer great
opportunities. While Turkish banking sector is below EU-27 average in respect of asset size per
employee, it is also behind Greece, Belgium and Netherlands which may be considered similar in
respect of GDP size. In population per employee and population per branch, Turkey is behind
France which is similar by demographic and geographic scale. When other capacity indicators
are analyzed, similar structural fendencies are observed. Consequently, Turkish banking sector is
open for improvement despite the strong growth in respect of both service supply and demand
potential.

Number of Population per
Credit Credit Population per  Population per  Asset per Employee
Country Institution Institution Employee Branch (x1000€)
Belgium 105 101.162 163 2.461 19.498
Bulgaria 30 255.333 219 1.260 1.054
Czech Rep. 54 193.130 261 5.233 3.888
Denmark 171 32.117 104 2.505 20.666
Germany 1.989 41.287 120 2.077 11.488
Estonia 17 78.882 218 5.218 3.587
Ireland 501 8.862 110 4.961 34.863
Greece 66 170.015 170 2.740 6.982
Spain 362 125.948 165 990 12.229
France 728 88.077 130 1.618 14.674
Italy 818 73.214 176 1.754 10.657
Greek Pop. Southern Cyprus 163 4.859 63 858 9.411
Latvia 34 66.647 163 3.444 2.319
Lithuania 84 39.976 303 3.451 2.395
Luxemburg 152 3.211 18 2.131 34.239
Hungary 197 50.954 230 2.856 2.857
Malta 23 17.913 105 3.712 10.800
Netherlands 302 54.437 142 4.806 19.269
Austria 803 10.391 106 1.967 13.559
Poland 712 53.534 202 2.952 1.392
Portugal 175 60.731 170 1.663 7.734
Romania 43 498.698 299 2.908 1.180
Slovenia 24 85.000 166 2.923 3.990
Slovakia 26 207.923 262 4.297 3.180
Finland 357 14.882 207 3.178 14.939
Sweden 182 50.654 184 4.553 17.954
England 391 156.079 123 4.877 17.826
Turkey (2009) 49 1.480.843 394 7.573 9.780
PB15 6.569 49.089 140 1.730 13.258
EU27 8.510 58.550 149 2.092 12.656

Source: EU Banking Structures 2010 and BRSA

When asset amount per employee which is one of the main capacity and productivity
indicators is analyzed, it is observed that this value, parallel with the growth in banking sector,
reached TL 4.5 million in 2009. In this period, while asset amount per personnel increased in big
and medium-scale banks compared with previous year, it decreased in small-scale banks. As
of 2009, while asset amount per personnel increased in deposit and participation banks as
compared with the previous year, it declined in development and investment banks.
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Asset Amount per Personnel

Asset Amount per Personnel 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
(TL thousand)
First 5 Banks 6.168  8.711  8.961 9.560 10.158 11.338 12.740 11.479 13.284 18.558
First 10 Banks 4.398  3.524 5833 3489 7538 8522 9215 9.050 9.870 6.867
Distribution by Scale
Big-Scale 619 1270 1.886 2275 2,763 3.500 4.005 4.240 4.940 5.564
Medium-Scale 41.480 1535 1.484 1595 1,692 1705 2.099 2.566  2.331 2.575
Small-Scale 505 866 1226 1.350 3264 3.827 4.346 4.481 4.775 3.740
Functional Distribution
Deposit Bank 602 1241 1718 2019 2957 3.174 3.888 3.898 4.244 4.629
Development and Investment 716 1412 1.651  1.881 3387 4.516 4.499 5214 5398 5.062
Participation Banks 751 1234  1.672 1500 1562 1.794 1.979 2175 2.399 2.849

A similar structure is observed in credit amount per personnel. Depending on the increasing
credit volume with rising intermediation function, credit amount per personnel increased,
though when the banks are analyzed by scale and by function groups, a more settled
structure is monitored. Credit amount per personnel of the sector reached TL 2.1 million in
2009.

Credit Amount per Personnel

Credit Amount per Personnel 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
(TL thousand)
First 5 Banks 1.285 3.857 2.844 3.046 2.630 2.812 3.121 3.315  4.623  3.628
First 10 Banks 690  1.228 911  2.319 1.904 1904 2547 2872 3.530 2.989
Distribution by Scale
Big-Scale 174 273 387 528 852 1.249 1.685 2.004 2.429 2.406
Medium-Scale 266 323 421 605 755 912 1204 1182 1426 1.620
Small-Scale 159 254 465 521 780 931 1111 1301  1.458 1.904
Functional Distribution
Deposit Bank 180 260 378 517 605 859 1.097 1.250 1.442  2.127
Development and Investment 313 595 741 905 1173 1203 1.446 1.638 1.944 2.565
Participation Banks 575 559 886 896 1.044 1171 1353 1584  1.637 2.003

When the sum of deposits amounting fo TL 2.8 million per employee as of 2009 is analyzed in
respect of main tendencies, it is observed that big-scale banks’ average is evidently different
from the sector average.

Customer loyalty is high in the Turkish banking system where no evident deposit shift is
observed in 2004when deposit guarantee was limited. This situation also is reflected in the
deposit per personnel indicators. Deposit per employee increased in deposit banks to TL 2.9
million in 2009 from TL 904 thousand in 2004, while it increased in participation banks to TL 2.3
million from TL 1.3 million in the same period. This situation is a result of rapid growth the
participation banks have had especially in the last five years in respect of branch and
personnel numbers.
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Deposit Amount per Personnel

Deposits per Personnel (TL thousand) 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

First 5 Banks 872 1599 1758 1704 2.016 2.591 2.740 2.933 5.720 3.946
First 10 Banks 689 1392 1436 1567 1773 2162 2425 2.649 4.320 3.556
Distribution by Scale
Big-Scale 360 857 1303 1504 1.812 2289 2575 2726 3.233 3.568
Medium-Scale 361 864 869 919 893 930 1121 1108 1.367 1.618
Small-Scale 308 438 589 592 467 554 621 735 1253 1388
Functional Distribution
Deposit Bank 356 828 1166 1310 904 1110 1296 1435 2156  2.921
Development and Investment 621 1000 1353 1174 1272 1514 1617  1.671 1794 2.263

When profits of period per personnel are analyzed, it is observed that the sector maintains its
profitability. In structural terms, profit per personnel is high in small and big-scale banks. While
development and investment banks are higher than other groups in respect of profits per
employee, participation banks have displayed a significant increase in the mentioned rate
since 2002.

Profits per Personnel

Profits per Personnel (TLthousand) 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

First 5 Banks 199 92 362 619 741 616 614 546 526 785
First 10 Banks 157 76 107 443 442 403 382 388 410 679
Distribution by Scale
Big-Scale 12 34 40 49 55 25 85 1M1 89 140
Medium-Scale 24 123 27 34 23 38 39 65 36 49
Small-Scale 78 231 29 42 15 135 83 140 146 99
Functional Distribution
Deposit Bank -20 77 21 44 107 80 82 104 104 m
Development and Investment 33 -38 81 81 76 179 66 189 178 185
Participation Banks 4 13 7 21 22 43 53 56 59 60

3.3.2.  Productivity Indicators by Operation

The increasing competition in the banking sector resulted in banks valuing productivity
concept more for the sake of sustainable growth. Furthermore, it is observed that economic
stability experienced in global scale affected all countries and financial sector of the
countries thereof through different channels yet in different levels. Accordingly, it is important
that national banking sectors sustain their profitability or at least keep their positions. When the
Turkish banking sector which could protect its healthy structure in this environment is analyzed
in respect of various productivity indicators, it is observed that it preserved its main tendencies.
In addition to this, in the Turkish banking sector, while the share of personnel expenses within
total operating costs increased parallel with the growth, ratio of net commission expenses to
total operating costs and the share of net interest incomes within total incomes increased,
depending on the increasing mediation function.

Throughout the sector, ratio of operating costs to fotal incomes'> decreased to 44.4% in end-
2009 from 52.6% in end-2008. Generally, share of operating costs within incomes is lower in big-
scale banks. By function groups, development and investment banks had relatively low
operating costs in comparison to total incomes. The ratio for participation banks decreased in
a stable manner in 2000-2009 periods to 52.4% from 70.6%.

15 Total Operating Costs = Non-Interest Expenses -General Provision; Total Incomes = Net Interest Incomes +Non-
Interest Incomes
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Total Operating Costs/Total Incomes
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When the ratio of total operating costs to total incomes of the first 10 banks by asset size is
analyzed, it is observed that T.C. Ziraat Bankasi and T. Halk Bankasi had a rather low ratio in

2009 when compared to other big banks and the sector in general. However, the said ratio
also displays fluctuation within the scope of growth strategies of banks.

T. Operating Costs/T. Incomes of the First 10 Banks by Total Assets

% 2000 Share 2002 Share 2004 Share 2006 Share 2008 Share 2009 Share
1 T.CZIRAATB. 58,0 T.C.ZIRAATB. 44,3 ZIRAATB. 34,0 T.ISBANKASI 357 T.CZIRAATB. 392 T.CZIRAATB. 30,6
2 T.HALKB. 69,1 AKBANK 48,1 T.i$ BANKASI 67,2 T.CZIRAATB. 58,1  T.iS BANKASI 56,7  T.i$ BANKASI 46,7
3 T.I$BANKASI 56,0 T.iS BANKASI 65,1  AKBANK 40,7 AKBANK 41,3  T.GARANTIB. 552  T.GARAN.B. 45,5
4 YAPIVEKR. B. 44,5 T.GARANTI B. 82,5 T.GARAN.B. 70,3 T.GARANTIB. 42,6  AKBANK 45,7  AKBANK 38,2
5 AKBANK 28,4 YAPIVEKR.B. 56,2 T.HALKB. 37,0 YAPIVEKRIB. 74,7 YAPIVEKR.B. 59,2 T.VAKIF.B. 45,7
6 T.GARANTI B. 56,1 T.HALK B. 28,0 YAPIVEKR. B. 10,4 T.VAKIFLARB. 48,5 T.VAKIFLARB. 556  YAPIVEKR.B. 47,7
7 T.VAKIFLAR B. 93,1 T.VAKIFLAR B. 87,7 T.AKIFLARB. 49,9 T.HALKB. 36 T.HALK B. 39,7 T.HALKB. 36,4
8 PAMUKBANK 35,7 KOCBANK 69,6 KOCBANK 56,8 FINANSBANK 46 FINANSBANK 49,1  FINANSBANK 39,8
9 T.EMLAKB. 498,0 PAMUKBANK -202,3 FINANSBANK 53,0 OYAKBANK 63,6  DENIiZBANK 56,6  DENIZBANK 47,3
10 DEMIRBANK 409,3 FINANSBANK 35,7 FORTIS BANK 73,9 DENIZBANK 66,2 ING BANK 63,2  INGBANK 47,5

Ratio of personnel expenses which has the most important share in operating costs within total
operating costs, in parallel with the sector growth, preserved its increase tendency began
following 2005 until 2008, however decreased slightly in 2009. The said ratio which was 28.9%
by the end of 2005 increased to 38.5% also in 2008 and decreased to 38.4% in 2009. Share of
personnel expenses within operating costs for small and medium-scale banks by scale sizes,
and development and investment banks by function groups was rather high and above the
sector average. In 2009, the said ratio in small and medium-scale banks was 45.2% and 40.6%,
respectively, while the sector average was 38.4%. Similarly, the said ratio was 45.7% in the
development and investment banks.
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When the share of personnel expenses of the first 10 banks by asset size within total operating
costs is analyzed, it is observed that T.C. Ziraat Bankasi, T. Halk Bankasi, ING Bank and Is Bankasi
had a share above sector average in 2009.
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Personnel Expenses/T. Operating Costs of the First 10 Banks by Total Assets

% 2000 Share 2002 Share 2004 Share 2006 Share 2008 Share 2009 Share
1 T.CZIRAATB. 46,6 T.C.ZIRAATB. 44,7 T.C.ZIRAATB. 47,3 T.IS BANKASI 38,7 T.C.ZIRAAT B. 47,6 T.C.ZIRAAT B. 51,2
2 T.HALKB. 42,0 AKBANK 19,7 T.IS BANKASI 31,6 T.C.ZIRAATB. 44,4 T.iS BANKASI 37,5 T.iS BANKASI 39,3
3 T.iS BANKASI 45,1 T.iS BANKASI 38,0 AKBANK 27,2 AKBANK 30,4 T.GARANTI B. 31,6 T.GARANTI B. 28,9
4 YAPIVE KREDI B. 36,7 T.GARANTI B. 19,9 T.GARANTI B. 23,1 T.GARANTI B. 27,5 AKBANK 33,9 AKBANK 31,9
5  AKBANK 27,5 YAPIVE KREDI B. 19,7 T.HALK B. 48,1 YAPIVEKREDIB. 28,6  YAPIVEKREDIB. 32,5  T.VAKIF.B. 33,8
6  T.GARANTI B. 29,5 T.HALK B. 54,1 YAPIVEK.B. 23,6 T.VAKIFLAR B. 30,8  T.VAKIFLARB. 34 YAPI VE K.B. 33,6
7  T.VAKIFLARB. 38,0 T.VAKIFLAR B. 31,0 T.VAKIF. B. 32,4 T.HALKB. 49,7 T.HALKB. 453  T.HALKB. 44
8  PAMUKBANK 42,6 KOGBANK 24,4 KOGBANK 35,7 FINANSBANK 28,3  FINANSBANK 37,7 FINANSBANK 38,3
9  T.EMLAKB. 33,41 PAMUKBANK 13,6 FINANSBANK 34,8 OYAKBANK 44,8  DENIZBANK 41,2 DENiZBANK 37,4
10 DEMIRBANK 60,4 FINANSBANK 27,0 FORTIS BANK 29,6  DENIZBANK 52,6 ING BANK 47,6 ING BANK 48,5

Ratio of commission incomes to total operating costs'é¢ which increased due to the policies the
banking sector adopted for increasing ifs non-interest incomes and the increase made by the
banking sector in commission incomes parallel with the expansion in credit portfolio preserved
its increasing tendency also in 2009. Ratio of commission incomes to total operating costs
which was 23.6% in 2006 throughout the sector increased to 46% in 2006, 48.2% in 2007, 49.3%
in 2008 and 51% in 2009. Commission incomes meeting total operating costs in a high rate
confributes banking sector fo sustain its profitability in an environment in which interest margins
recessed.
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By 2009, big-scale banks preserved the high level they have in the ratio of commission
incomes to total operating costs. However, this fact changes when first 10 banks are analyzed
by total asset size. In the biggest 10 banks group, as of 2009, the said rafios in T.C. Ziraat
Bankasi, T. Is Bankasi, T. Halk Bankasi, T.Vakiflar Bankasi, Denizbank and ING Bank were
evidently realized below the sector average.

In this period, T. Garanti, Akbank, Yapi ve Kredi Bankasi and Finansbank, on the other hand,
reached arelatively high “commission incomes/total operating costs” ratio. However, it should
be noted in this development that total operating costs level and product pricing preferences
(as in interest rate and commission incomes being substituted) could also be effective. When
is analyzed by function groups, it is observed that ratio of commission incomes to operating
costs in parficipation banks which was 10.9% in 2000 increased rapidly and amounted fo
61.8% in 2008 and realized as 62% in 2009, above the sector average.

16 Commission Income = Commissions from Loans + Banking Services Income
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Commission Incomes/T. Operating Costs of the First 10 Banks by Total Assets

% 2000 Share 2002 Share 2004 Share 2006 Share 2008 Share 2009 Share
1 T.CZIRAATB. 19,1 T.C.ZIRAATB. 18,4 T.C.ZIRAATB. 29,6  T.i$ BANKASI 47,7  T.CZIRAATB. 43,8  T.CZIRAATB. 50,5
2 T.HALKB. 13,1 AKBANK 31,2 T.i$ BANKASI 36,1 T.C.ZIRAATB. 46,4  T.iS BANKASI 43,5  T.i$ BANKASI 4,7
3 T.I$ BANKASI 28,8  T.i$ BANKASI 27,9 AKBANK 47,6  AKBANK 57,4  T.GARANTI B. 67,3  T.GARANTIB. 65,9
4 YAPI VE KREDI B. 46,3 T.GARANTI B. 45,2 T.GARANTIB. 48,8 T.GARANTI B. 69,8  AKBANK 57,2 AKBANK 60,5
5  AKBANK 29,9  YAPIVE KREDI B. 41,3 T.HALK B. 22,9 YAPIVEKREDIB. 49,7 YAPIVEKREDIB. 60,8 TVAKIFLARB. 32,4
6  T.GARANTI B. 33,3 T.HALKB. 12,0 YAPIVEKR. B. 39,8 T.VAKIFLAR B. 350  T.VAKIFLAR B. 38,7  YAPIVEKRB. 68,5
7  T.VAKIFLARB. 24,6 T.VAKIFLAR B. 40,2 T.VAKIFLAR B. 38,2 T.HALKB. 34,8  T.HALKB. 41,8  T.HALKB. 42,9
8  PAMUKBANK 35,0 KOGCBANK 37,1 KOCBANK 47,7 FINANSBANK 46,6 FINANSBANK 66,7  FINANSBANK 68,4
9  T.EMLAKB. 15,5 PAMUKBANK 14,0  FINANSBANK 53,3 OYAKBANK 33,9  DENIZBANK 34,8  DENIZBANK 35,1
10 DEMIRBANK 30,1 FINANSBANK 62,7 FORTIS BANK 42,2 DENIZBANK 38,2 ING BANK 36,4 ING BANK 40,4

In 2000-2009 periods, net interest incomes/total incomes ratio throughout he sector fluctuated
in 56-69% tranche. This ratio which was 59.2% in 2000 increased to 64% in 2008 and 68.5% in
2009. Despite the decrease in nominal interest rates and the increase in commission incomes
especially in 2006-2009 periods, share of interest incomes of the banks within the total
displayed an increasing tendency.
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When analyzed by scale groups, it is noteworthy that share of net interest incomes within total
incomes in big and medium-scale banks which was 62.6% and 63.6%, respectively in 2008
increased to 69.2% and 65.3%, respectively in 2009. On the other hand, share of net interest
incomes within fotal incomes in 2008 and 2009 were realized above the sector average. When
it is analyzed by function groups, it is observed that share of net interest incomes within total
incomes in development and investment banks are realized above the sector average.
Another noteworthy subject is that net interest income/ total incomes ratio in parficipation
banks which was 87.5% in 2000 declined below the sector average (fo 58.2%) as of 2009.

Net Interest Incomes/Total Incomes of the First 10 Banks by Total Assets

% 2000 Share 2002 Share 2004 Share 2006 Share 2008 Share 2009 Share
1 T.C.ZIRAAT B. 79,9 T.C.ZIRAATB. 86,5 T.C.ZIRAATB. 84,5 T.iS BANKASI 56,7  T.C.ZIRAATB. 75,7 T.C.ZIRAAT B. 79,2
> T.HALKB. 78,8  AKBANK 76,9  T.IS BANKASI 60,6 T.C.ZIRAATB. 76,2 T.iS BANKASI 59,4  T.iS BANKASI 62,3
3 T.IS BANKASI 62,0 T.iS BANKASI 53,7 AKBANK 75,0  AKBANK 61,7 T.GARANTI B. 556  T.GARANTI B. 65,2
4 YAPIVE KREDI B. 55,6 T.GARANTI B. 53,1 T.GARANTI B. 56,8 T.GARANTI B. 49,9  AKBANK 64,0  AKBANK 68,4
5  AKBANK 88,4 YAPI VE KREDI B. 32,7 T.HALKB. 82,0 YAPIVEKREDIB. 54,1  YAPIVEKREDIB. 51,4  T.VAKIF.B. 76,8
6  T.GARANTIB. 70,9 T.HALKB. 63,2 YAPIVEK.IB. 48,5 T.VAKIFLAR B. 67,2  T.VAKIFLARB. 67,0  YAPIVEKR.B. 61,2
7  T.VAKIFLARB. 44,7 T.VAKIFLAR B. 38,1 T.VAKIF. B. 64,7 T.HALKB. 59,4  T.HALKB. 69,9 T.HALKB. 77,4
8  PAMUKBANK 54,8 KOCBANK 65,8 KOGBANK 70,3 FINANSBANK 45,4  FINANSBANK 60,3  FINANSBANK 60,3
9  T.EMLAKB. -292,5 PAMUKBANK 143,5 FINANSBANK 62,4 OYAKBANK 63,7  DENIZBANK 68,0  DENIZBANK 73,4
10  DEMIRBANK -450,2  FINANSBANK 71,9  FORTIS BANK 55,6 DENiZBANK 54,4 ING BANK 71,9 ING BANK 75,0

When first 10 banks groups by asset size is analyzed, it is observed that share of net interest
incomes within fotal income fluctuated between 79.2% and 60.3% (sector average is 68.5%).
The main structure in the group did not change much, while banks such as T. Ziraat Bankasi
and T. Halk Bankasi have high net interest income/total incomes ratio, banks such as Yapi ve
Kredi Bankasi and T. Garanti Bankasi have lower net interest income/total incomes ratio.
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4. ACCESS CHANNELS TO BANKING SERVICES
4.1. Classic Service Channels

Bank branches which are one of the fundamental channels for providing banking services in
Turkey decreased in number in 2000-2003 period. As a result of the rapid increasing trend in
the following period, total number of bank branches rose from 6.474 in 2004 to 9.581 in 2009.
When the numbers in 2004 and 2009 are compared, it is seen that fotal growth reached t48%
in five years. Growth rates which reached two-digit numbers in and after 2006 declined to 3%
in 2009 by the impact of global factors. The strong frend during and following 2006 is thought
fo be result of strategic investments which took place in the sector by merger/acquisitions and
new financial architecture.

Development in Number of Branches and Functional Distribution

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

Total 7.984 6.983 6.321 6.267 6.474 6.568 7.302 8.144 9.304 9.581
Deposit B. 7.812  6.854 6.168 6.045 6.186 6.241 6.904 7.678 8.724 8.968
Participation B. 144 15 18 189 255 292 356 422 536 569
Dev. and Inv. B. 28 14 35 33 33 35 42 44 44 44
%

Deposit B. 97,8 982 976 965 956 950 94,5 943 938 93,6
Participation B. 1,8 1,6 1,9 3,0 3,9 4,4 4,9 5,2 5,8 5,9
Dev. and Inv. B. 0,4 0,2 0,6 0,5 0,5 0,5 0,6 0,5 0,5 0,5

When the development trend in number of branches is analyzed by function groups, it is seen
that deposit banks are dominant in the sector, nevertheless their share 97,8% in 2000 declined
fo 93,6% in 2009. Conftrary to the decrease in share of deposit banks, share of participation
banks in total branches of the sector increased from 1,8% to 5,9% in 2000-2009 period while the
share of development and investment banks kept their shares around 0,5%.

Development Index for Number of Branches by Function and Scale
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When number of bank branches is analyzed by function groups, it is seen that index
calculations  taking 2000 as basis reveal that fastest branching rate is in participation banks
between 2000-2009. Total number of branches in participation bank group increased 4 fold in
2000-2009 period. In the same period, branching rate of deposit banks decreased fill 2004,
however after 2004 (especially after 2005), it started to rise. Due to the weight of deposit banks
with number of branches above 90%, the frend of the sector was parallel with deposit banks.

When index of number of branches is analyzed by scale, it is seen that fastest branching is
realized in medium-scale bank group in 2000-2009 period. Following the fluctuation between
2000-2004 period rapid branching is seen in medium-scale banks group. Although large-scale
banks did not go under the base year (2000) value except 2003, the rising frend after 2005
had a slower motion than medium-scale banks. The number of branches In small-scale banks
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group in 2000 could not be reached in the period until 2009 and the index which was 100 in
2000 could not exceed the value of 40 realized as 31,6 in 2009.

When analyzed by concentration indicator of number of branches, it is seen that the
decrease in number of branches between 2001-2003 was affective on the market structure.
HHI indicator which was calculated as 677,2 for 2000 increased fo 986,1 in 2001. In the same
period, the shares of first 5 and 10 banks in total increased by over 10 points. Concentration
started to recover in 2005, the period in which number of branches displayed increasing trend.
Despite the recovery observed in 2005 and after, the share of first 5 and 10 banks and HHI
indicators have not turned to the level of 2000 as of year 2009.

Averages by scale groups had similar tfrends with total number of branches between 2000-
2009. In large-scale banks group, while a bank had an average of 873 branches as of end-
2009, medium-scale banks and small-scale banks had an average of 315 and 19 branches,
respectively.

When analyzed by function, it is seen that fastest branching trend is realized by participation
banks increasing 6 fold as per average number of banks during 2000-2009 and it is followed
by deposit banks increasing by 2 fold in the same period. Accordingly, while an average
deposit bank was serving with 280 branches in 2009, number of branches of an average
participation bank was 315. For development and investment banks group, average number
of branches which was 2 in 2000, increased to 3 in 2009.

Concentration Indicators for Number of Branches and Averages by Groups

Number of Branches (%) 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
First 5 Banks 50,1 61,5 58,3 58,3 59,5 57,3 54,7 51,3 51,2 51,3
First 10 Banks 68,2 78,3 77,5 78,1 80,1 78,8 79,8 77,4 76,5 77,1
HHI 677,2 986,14 902,0 906,0 917,9 8919 829,3 760,6 73,4 737,7
Distribution by Scale (number)

Large-scale 71 637 612 608 642 632 701 744 842 873

Medium-scale 142 107 130 144 155 197 223 278 324 315

Small-scale 30 17 15 18 19 21 23 18 24 19
Functional Distribution (number)

Deposit Banks 128 146 154 168 177 184 209 213 273 280

Participation Banks 24 23 34 42 51 73 89 106 134 142

Dev. and Inv. Banks 2 1 3 2 3 3 3 3 3 3
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EU and Turkey Comparison in Total Number of Branches and Population per Branch

When number of population per branch is compared with EU data, it is seen that Turkey is above the all EU
countries in population per branch as of end-2008. It is a remarkable point when total number of branches
in Turkish Banking System is put into ranking with the data of EU countries. Turkey which was in the 7th rank
in data relating to number of branches in 2008 had the first rank in population per branch and this
situation points to a high growth potential for Turkey in f branching. In order for Turkey to come closer in
ranking, as per population per branch, to the countries which it is close in ranking as per number of
branches (Poland, England, Romania and Portugal), its current number of branches must increase by at
least 1,5 folds.

Number of Branches (1.000 Number) Population per Branch (1.000 Persons)
Countries 2002 2003 2004 2005 2006 2007 2008 | Countries 2002 2003 2004 2005 2006 2007 2008
EU-27 202.3 207.0 211.4  214.9 228.6 233.9 238.1 | Turkey 10.4 10.7 10.5 10.4 9.5 8.6 7.6
PB-15 171.7 168.7 169.6 170.7 182.6  185.1 186.4 | Czech Rep. 5.9 6.1 5.7 5.6 5.5 5.5 5.2
Spain 39.0 39.8 40.6 42.0 43.7 45.5 46.1 | Estonia 6.9 6.9 6.7 5.9 5.5 5.0 5.2
France 26.2 25.8 26.4 27.1 40.0 39.6 39.6 | Lithuania 6.1 5.9 5.9 5.8 5.6 5.0 5.1
Germany 50.9 47.2 45.3 44.0 40.3 39.8 39.5 | Ireland 4.2 4.3 4.5 4.6 4.5 3.8 5.0
Italy 29.9 30.5 31.0 31.5 32.3 332 341 | England 4.3 4.4 4.5 4.6 4.7 4.9 4.9
Poland 4.3 8.7 8.3 10.1 10.9 1.6 12.9 | Holland 3.8 4.2 4.3 4.4 4.7 4.5 4.8
England 13.9 13.6 13.4 13.1 12.9 12.5 12.5 | Sweden 4.3 4.3 4.5 4.5 4.5 4.6 4.6
Turkey 6.3 6.3 6.5 6.6 7-3 8.1 9.3 Slovakia 5.3 5.1 4.8 4.7 4.6 4.6 4.3
Romania n.d. 3.4 3.0 3.5 4.5 6.3 7-4 Malta 4.0 3.8 4.1 3.7 3.7 3.9 3.7
Portugal 5.3 5.4 5.4 5.4 5.6 6.1 6.4 Finland 3.3 3.3 3.3 3.2 3.0 341 3.2
Bulgaria n.d. n.d. 5.6 5.6 5.6 5.8 6.1 Poland 8.9 4.4 4.6 3.8 3.5 3.3 3.0
Belgium 5.6 5.0 4.8 4.6 4.6 4.4 4.3 Slovenia 2.8 2.8 2.8 2.9 2.9 2.8 2.9
Austria 4.5 4.4 4.4 4.3 4.3 4.3 4.2 Romania n.d. 6.4 7.2 6.1 4.8 3.4 2.9
Greece 33 33 3.4 3.5 3.7 3.9 41 Hungary 3-4 3.4 3.4 3:2 3.1 3.0 2.9
Hungary 3.0 3.0 3.0 3.4 3.2 3.4 3.5 | Greece 3.4 3.3 3.3 3.1 3.0 2.9 2.7
Holland 4.3 3.9 3.8 3.7 3.5 3.6 3.4 Denmark 2.5 2.5 2.5 2.6 2.5 2.5 2.5
Denmark 2.1 2.1 2.1 2.1 2.2 2.2 2.2 Belgium 1.9 2.1 2.2 2.3 2.3 2.4 2.5
Sweden 2.1 2.1 2.0 2.0 2.0 2.0 2.0 Latvia n.d. 3.2 3.1 2.8 2.6 2.3 2.3
Czech Rep. 1.7 1.7 1.8 1.8 1.9 1.9 2.0 Luxemburg 1.6 1.7 1.8 1.9 2.0 2.1 2.1
Finland 1.6 1.6 1.6 1.6 1.8 1.7 1.7 EU-27 2.3 2.4 2.3 2.3 2.2 2.1 2.1
Slovakia 1.0 51 1.1 1.1 12 12 1.3 Germany 1.6 U7/ 1.8 1.9 2.0 2851 251
Latvia n.d. 0.7 0.8 0.8 0.9 1.0 1.0 | Austria 1.8 1.8 1.9 1.9 1.9 1.9 2.0
Cyprus 1.0 1.0 1.0 1.0 0.9 0.9 0.9 Italy 1.9 1.9 1.9 1.9 1.8 1.8 1.8
Ireland 0.9 0.9 0.9 0.9 0.9 1.2 0.9 PB-15 1.8 1.8 1.9 1.9 1.7 1.7 1.7
Slovenia 0.7 0.7 0.7 0.7 0.7 0.7 0.7 Portugal 1.9 1.9 2.0 1.9 1.9 1.8 1.7
Lithuania 0.6 0.6 0.6 0.6 0.6 0.7 0.7 France 2.4 2.4 2.4 2.3 1.6 1.6 1.6
Estonia 0.2 0.2 0.2 0.2 0.2 0.3 0.3 Bulgaria n.d. n.d. 1.4 1.4 1.4 1.3 1.3
Luxemburg 0.3 0.3 0.3 0.2 0.2 0.2 0.2 | Spain 1.1 1.1 1.1 1.0 1.0 1.0 1.0
Malta 0.1 0.1 0.1 0.1 0.1 0.1 0.1 Cyprus 0.7 0.7 0.8 0.8 0.8 0.9 0.9

Among countries close to rank of Turkey, while number of branches in England decreased as of 2000, a
growing trend is observed in Poland and Romania as of 2004. While Turkey is in harmony with those
countries as of 2005, Portugal which is two ranks below grew slightly in 2005 and its aftermath.

Number of Branches and Population per Branch
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The rapid recession experienced in employment in Turkish banking Sector between 2000-2002
started fo recover affer 2003 and had rapid expansion trend after 2005. Negative impacts of
global financial crisis worldwide also had certain pressure in Turkish Banking Sector and the
employment increase between 2008-2009 was limited by 0,8% which is behind the level of
8.2%-11,8% in 2006-2008 period. Despite this recession, the confribution of banking sector to
total employment continues.

When fotal number of personnel is analyzed by function groups, there is regular and strong
increase in the share of participation banks in total number of personnel while the shares of
deposit and development and investment banks decreased. As it is the same in number of
branches, deposit banks keep their weight in the sector with over 90% share in employment.

Number of Personnel and Functional Distribution

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
Total 174.706 140.879 125.893 127.532 132.734 138.724 150.966 168.850 182.665 184.205
Deposit B. 165.224 133.318 118.292 118.573 122.592 127.851 138.599 153.568 166.326 167.063
Participation B. 3.001 1.917 1.884 3.502 4.790 5.747 7.112 9.187 11.032 11.802
Dev. and Inv. B. 6.481 5.644 5.717 5.457 5.352 5.126 5.255 6.095 5.307 5.340
%

Deposit B. 94,6 94,6 94,0 93,0 92,4 92,2 91,8 90,9 91,1 90,7
Participation B. 1,7 1,4 1,5 2,7 3,6 4,1 4,7 5,4 6,0 6,4
Dev. and Inv. B. 3,7 4,0 4,5 4,3 4,0 3,7 3,5 3,6 2,9 2,9

The strong trend realized in number of personnel of participation banks after 2002 is clearly
observed in index for number of personnel. While deposit banks and sector in general
reached base (2000) year values as of end- 2009, it is seen that development index for
number of personnel in development and investment banks group was stable declining only
slightly. When total number of personnel is analyzed by scale groups within the framework of
2000=100 based index, it is seen that small-scale banks tried to compensate their losses in
2000-2002 period in the following years, nevertheless in 2009, they recessed fo the level in 2003.
In the sector, the biggest change is seen in medium-scale banks after 2004 when they
reached large-scale banks which grew in number of personnel by more than 120% according
fo the base year in 2009.

Development Index for Number of Personnel by Function and Scale
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According to the averages by groups, the average number of workers has increased
generally in the period 2000-2009. However, the decrease in the employment in banking
sector within 2001 and 2002 has affected negatively the concentration indicators and in 2002,
the HHI indicator has reached its top level during 2000-2009 with 973,8. Similarly, within the
period of 2001-2002, cumulative share of first 5 banks within total personnel have increased
more than 7 points. HHI indicator has decreased to its level of 2000 in 2003 and after 2007 it
maintained ifs level under 700.

Averages of personnel of scale section groups show that large scaled banks have reached
16.172 personnel as of 2009. This figure is equivalent to 2.8 fold of the average of medium
scaled banks. Average number of personnel in small scaled banks is lower than its level in
2000; however it keeps increasing since 2003. According to the averages of function groups,
between years 2000 and 2009, the average of deposit banks has increased twofold while the
average of participation banks has increased nearly by six fold. Average number of personnel
of development and investment banks has remained stable within the mentioned period; in
2009, it has been realized as 411, which is slightly above its level in 2000. When the 2009 data
of function group averages are analyzed, it is seen that an average deposit bank has 5.221
personnel, while an average participation bank has 2.951 personnel. While in 2000 the
difference between participation banks and deposit banks was near 5.5 fold, in 2009, it is less
than two fold.

Concentration Indicators for Number of Personnel and Averages by Groups

Number of Personnel (%) 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
First 5 Banks 50,5 57,9 53,1 52,3 52,2 50,2 51,1 48,9 48,4 49,2
First 10 Banks 68,5 76,8 74,8 73,8 751 744 75,7 73,7 73,8 74,7
HHI 772,0 973,8 8021 7744 7551 722,3 7257 6754 670,5 688,6
Distribution by Scale (number)

Large-scale 15.179 12.644 11.693 11.740 12.233 12.438 13.667 14.678 15.790 16.172

Medium-scale 3.457 1.924 2.696 3.052 3.449 4.368 4.835 5582 6.281 5.852

Small-scale 629 418 360 464 514 570 596 550 644 555
Functional Distribution (number)

Deposit Banks 2,709 2.837 2.957 3.294 3.503 3.760 4.200 4.266 5.198  5.221

Participation Banks 500 383 471 778 958 1.437 1.778 2.297 2.758  2.951

Development and Inv. Banks 360 376 408 390 412 394 404 435 408 411
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Number of Employee EU Comparison

Similar to population per branch, Turkey-EU comparison points out that Turkey had more population
values per employee than all EU countries as of end-2008. When it is subject to an ordering among EU
countries, Turkey is number 7 with respect to number of employee. On the other hand, the fact that
Turkey is ranking first in population value per employee is interpreted as there is much way to get overin
offering classic access channels to all population. In order for Turkey to approach to countries (Spain,
Poland, Netherlands and Austria) with similar ranking in respect of number of employee, current banking
sector employment should increase 1.9 times. With respect to employment, the high difference
mentioned considering the number of branches can be interpreted as the success of Turkey in employee
productivity.

Number of Employee (1.000 thousand) Population per Employee (person)

2002 2003 2004 2005 2006 2007 2008 2002 2003 2004 2005 2006 2007 2008
EU-27 3,146.4  3,130.4 3,129.8  3,132.6  3,190.7  3,315.2  3,335.2 | Turkey 524 524 510 494 460 416 389
PB-15 2,246.6  2,220.9 2,211.1 2,226.5 2,274 2,309.7  2,305.6 | Lithuania 412 457 473 447 394 328 303
Germany 754.0 725.6 712.3 705.0 692.5 691.3 685.6 Romania n.d. 467 436 412 369 326 299
England 501.8 487.8 490.4 461.7 453.0 505.7 495.9 Slovakia 262 272 272 272 275 273 262
France 430.2 435.7 432.3 442.2 484.6 497.4 492.4 Czech Rep. 252 257 264 270 271 258 261
Italy 340.4 336.7 336.4 335.7 339.1 340.4 340.5 | Hungary 290 284 284 269 256 240 230
Spain 243.4 243.5 246.2 252.8 261.9 275.5 276.5 Bulgaria n.d. n.d. 345 336 288 250 219
Poland 161.8 154.6 150.0 158.1 162.1 174.0 189.0 Estonia 346 317 303 268 237 212 218
Turkey 125.9 127.5 132.7 138.7 151.0 168.9 182.7 Finland 191 195 206 222 213 211 207
Netherlands 125.9 120.5 118.0 120.2 16.5 14.4 116.0 Poland 236 247 254 241 235 219 202
Austria 74.0 73.3 72.9 75.3 76.3 777 78.8 Sweden 194 202 203 201 193 189 184
Romania n.d. 46.6 49.7 52.5 58.5 66.0 71.6 Italy 168 171 173 175 174 174 176
Creece 60.5 61.1 593 61.3 62.2 64.7 66.2 Portugal 186 192 197 195 182 174 170
Belgium 75.4 73.6 71.3 69.5 68.0 67.1 65.2 Greece 182 181 186 181 179 173 170
Portugal 55.7 54.4 53.2 54.0 58.2 61.0 62.4 Slovenia 168 169 172 171 170 168 166
Denmark 47.6 46.4 46.4 47.6 46.4 49.6 52.8 Spain 170 173 173 172 168 163 165
Sweden 46.0 44.4 44.2 44.9 474 48.5 50.1 Latvia 283 261 240 220 196 177 163
Hungary 35.0 35.7 35.6 375 39.3 41.9 43.6 | Belgium 137 141 146 151 155 158 163
Ireland 36.6 35.7 35.6 37.7 39.2 41.9 40.5 EU-27 145 156 156 157 155 150 149
Czech Rep. 40.5 39.7 38.7 37.9 37.8 40.0 39.9 Netherlands 128 135 138 136 140 143 142
Bulgaria n.d. n.d. 22.5 22.9 26.7 30.6 34.9 PB-15 137 140 143 142 140 139 140
Luxemburg 23.3 22.5 22.5 23.2 24.8 26.1 27.2 France 143 142 144 142 131 128 130
Finland 27.2 26.7 25.4 23.6 24.8 25.0 25.7 England 18 122 122 130 134 120 123
Slovakia 20.5 19.8 19.8 19.8 19.6 19.8 20.6 Germany 109 14 16 17 19 19 120
Latvia 8.3 8.9 9.7 10.5 1.7 12.8 13.9 Ireland 107 12 14 110 109 104 110
Cyprus 10.6 10.5 10.6 10.8 10.8 1.3 12.6 Austria 109 11 12 109 109 107 106
Slovenia 1.9 1.8 1.6 1.7 1.8 12.1 12.3 Malta 14 17 19 19 16 109 105
Lithuania 8.4 7.6 7.3 7.6 8.6 10.3 1.1 Denmark 13 16 17 14 17 110 104
Estonia 3.9 4.3 4.5 5.0 5.7 6.3 6.1 Cyprus 67 69 70 70 71 69 63
Malta 3.5 3.4 3.4 3.4 3.5 3.8 3.9 Luxemburg 19 20 20 20 19 18 18

While an increase tendency is observed only in Poland and Spain which both have similar ranks as Turkey,
the increasing fendency in post-2003 Turkish banking sector aftracts the attention. Employment in Austria
displayed a horizontal frend, while in Netherlands employment has been decreasing since 2000.

Number of Employee and Population per Employee
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4.2. Alternative Service Channels
4.2.1. ATM

Number of ATMs which is one of the service provider insfruments in the banking sector
increased parallel with the growth tendency in the sector. Alithough share of deposit banks in
e number of ATM is high, it is decreasing. Total number of ATM of participation banks which
was about 0%, increased to 3.3% in 2009.

Development of Number of ATM and Functional Distribution

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

Total number 1.397 12.0177 12.081 12.882 13.819 14.836 16.513 18.815 21.953 23.952
Deposit B. 11.397 12.017 12.035 12.726 13.556 14.529 16.133 18.315 21.274 23.151
Participation B. o] 0 46 156 263 307 380 500 679 801
Development and Investment B. o} 0 o} 0 0 0 o} 0 0 0

%

Deposit B. 100,0  100,0 99,6 98,8 98,1 97,9 97,7 97,3 96,9 96,7
Participation B. 0,0 0,0 0,4 1,2 1,9 2,1 2,3 2,7 3,1 3,3
Development and Investment B. 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0

While total number of ATM development index, as of 2009, increased to 249 in big-scale banks
and 192 in medium-scale banks, it declined to 45.1 in small-scale banks.

Number of ATM Development Index by Function and Scale
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Parallel with the average number of branch indicator, average number of ATMs increased
generally after 2002 and this situation reflected to the concentration indicators positively. As a
matter of fact, HHI which was above 1000 (moderate concentration level) in 2001 and 2002
decreased below 900 (low concentration level) in 2009. Within total number of ATMs,
cumulative share of the first 5 banks decreased more than 7 points in 2007 when compared to
2002 and realized as 57.7%. Average number of ATMs, in 2000-2009 periods, increased twice in
big-scale banks and by more than 2.5 times in medium-scale banks. In 2009, average number
of ATMs in big-scale banks was 2.466, 679 in medium-scale banks and 18 in small-scale banks.
Average number of ATMs in deposit banks was 723, by the end of 2009, while it was 200 in
participation banks.
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ATM Concentration Indicators and Averages by Groups

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
First 5 Banks (%) 62,2 65,4 67,1 63,8 61,9 60,3 60,1 57,7 58,9 57,7
First 10 Banks (%) 82,1 89,1 89,2 87,7 88,6 87,5 89,0 87,9 87,4 86,7
HHI 941,5 1.061,2 1.075,7 9954 988,17 963,5 9573 912,6 916,9 890,5
Distribution by Scale (number)

Big-Scale 1.156 1.157 1.321 1.365 1.516 1.588 1.756  1.949 2.297  2.466

Medium-Scale 265 153 236 307 316 425 489 562 638 679

Small-Scale 19 25 6 14 18 20 22 17 23 18
Functional Distribution (number)

Deposit Banks 187 256 301 354 387 427 489 509 665 723

Participation Banks o o 15 31 53 77 95 125 170 200

422. POS

In the Turkish banking sector where retail banking services increased and gained importance

gradually, parallel with these developments, the number of point

of sale (POS) devices

increased evidently. This increase can be observed from 2002 in which data was begun to be
collected on bank basis by the end of 2009. In the mentioned period, increase in the tfotal

number of POS exceeded 3.5 times. Market share of participation

banks which increased

after 2006, despite the slight decrease in 2008, reached 7.4% as of 2009.

Development of Number of POS and Functional Distribution

2002 2003 2004 2005 2006 2007 2008 2009
Total number 489.213 651.559 892.886 1.130.408 1.269.550 1.439.165 1.568.975 1.731.397
Deposit B. 489.213 651.559 892.886 1.103.924 1.223.807 1.355.005 1.509.440 1.602.721
Participation B. 0 0 0 26.484  45.743  84.160 59.535  128.676
Development and Investment B. 0 o o 0 0 ¢} ¢} (o]
%
Deposit B. 100,0 100,0 100,0 97,7 96,4 94,2 96,2 92,6
Participation B. 0,0 0,0 0,0 2,3 3,6 538 3,8 74
Development and Investment B. 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0

During 2004-2009 period, the strong growth tendency which participation banks displayed in

respect of the number of POS is clearly observed through developm

ent index data as well.

While total number of POS development index preserved increasing tendency in big and
medium-scale banks as of 2009, it approached 5.000 following the massive fluctuation in

small-scale banks.

Number of POS Development Index by Function and Scale
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Similar to the average number of branch and ATM, the general increase observed in the

average number of POS by groups in 2002-2009 period influenced c

oncentration indicators

positively. Nevertheless, a value being observed above 1.000 by end-2009 indicates that
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concenfration continues. When the average values are analyzed, it is observed that the said
value was 73 thousand in deposit banks group and about 32 thousand in participation banks
group by end-2009. Number of POS, in 2002-2009 periods, increased 3 times in small-scale
banks, 5 times in medium-scale banks and more than 39 fimes in small-scale banks.

Number of POS Concentration Indicators and Averages by Groups

2002 2003 2004 2005 2006 2007 2008 2009

First 5 Banks (%) 79.6 80.6 76.2 73.4 74.2 69.4 70.1 67.0
First 10 Banks (%) 97.5 96.4 94.8 92.3 93.1 89.9 91.4 87.6
HHI 1,503.8 1,511.7 1,370.0 1,266.5 1,271.5 1,148.0 1,177.4 1,075.2
Distribution by Scale (number)

Big-Scale 55,826 73,612 96,976 122,267 138,513 148,420 163,460 172,116

Medium-Scale 10,884 15,691 27,646 32,929 33,633 44,032 52,108 56,158

Small-Scale 53 1,195 2,281 3,387 5,377 4,361 717 2,116
Functional Distribution (number)

Deposit Banks 19,569 27,148 38,821 47,997 55,628 61,591 68,611 72,851

Participation Banks 6,621 11,436 21,040 14,884 32,169

4.23.

It is possible to observe though 2002-2009 data that the increase in the total number of POS
correlates to the increase in the number of credit cards. Total number of credit cards, in 2009,
increased 3.3 times when compared to 2000 where it increased more than 2.8 fimes
compared fo 2002. Parficipation banks displayed big development in credit cards after 2006
such as in the number of POS. However, the participation banks thereof, despite the
moderate decreasing trend in deposit banks, could not yet succeed to gain the 7.4% share
they achieved in the number of POS against deposit banks’ shares amounting to 96.7% as of
2009.

Credit Card

Development of Number of Credit Cards and Functional Distribution

Thousand 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
Total number 13.372,6  12.905,2 15.702,8 19.862,6 26.090,0 29.885,9 32.433,3 37.3352 43.394,0 44.392,6
Deposit B. 13.372,6  12.905,2 15.702,8 19.836,7 26.026,0 29.522,1 31.862,6 36.414,8 41.868,5 42.550,7
Participation B. 0 0 Y 25,9 64,0 363,8 570,7 920,4 1.525,5  1.841,9
Dev. and Invest. B. o 0 Y 0 [ 0 0 ¢} 0 [¢}

%

Deposit B. 100,0 100,0 99,6 98,8 98,1 97,9 97,7 97,3 96,9 96,7
Participation B. 0,0 0,0 0,4 1,2 1,9 21 2,3 2,7 3,1 3,3
Dev. and Invest. B. 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0

Number of credit cards development index data, designates a rapid growth tendency since
2002 in big and medium-scale s and participation banks. On the other hand, deposit banks
and due to the dominant position of this group, the sector displayed a slow, yet stable growth
fendency. In small-scale banks group, a fluctuation about half the number of credit cards in
2000 is observed.
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Number of Credit Card Development Index by Function and Scale
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Buoyant growth observed in the number of credit cards in 2000-2009 periods did not change
concenfration indicators positively. Share of the first 5 banks which was 56.8% in 2000
increased to 64.3% in 2009. In the same period, share of the first 10 banks increased more than
10 points and HHI indicator, excluding 2000 and 2003, fluctuated above 1.000 which showed
that there is concentration. Average number of credit cards approached 4.5 million in big-
scale banks group as of 2009. In medium-scale banks group, the average figure which
exceeded 1.3 million despite the decrease in 2008 indicates that the distance between these
two groups in respect of the number of POS is preserved in the number of credit cards too. The
average figure which decreased below 100 in small-scale banks group can be considered as
another expression of the decrease in the group.

Number of Credit Card Concentration Indicators and Averages by Groups

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

First 5 Banks (%) 56,8 64,8 64,0 61,3 64,0 64,3 67,2 64,9 65,0 64,3
First 10 Banks (%) 78,0 87,3 87,2 86,3 89,1 88,8 90,1 89,2 88,4 88,1
HHI 856,1 1.065,6 1.036,1 976,5 1.040,6 1.070,4 1.124,4 1.071,5 1.063,9 1.044,8
Distribution by Scale (number)

Big-Scale 1166,8 1.303,0 1.6155 1.939,0 2.593,1 2.992,8 3.297,4 3.749,9 4.378,1 4.495,6

Medium-Scale 443,2 223,6 423,2 668,8 969,0 1.096,1 1.192,2 1.259,6 1.452,5 1.337,7

Small-Scale 103,6 65,4 65,1 104,4 128,4 14,9 91,5 100,9 12,7 98,2
Functional Distribution (number)

Deposit Banks 351,9 445,0 628,1 862,5 11830 1.341,9 1517,3 17340 1.993,7 2.026,2

Participation Banks o o 8} 25,9 64,0 121,3 142,7 230,1 381,4  460,5
First 5 Banks (%) [ [ [ [ [ (o] (o] o] o 0

4.2.4. BankCard

Stable and buoyant growth tendency arose in and after 2003 in ATM channel created
potential for the number of bank cards to increase. Thus, the development in infrastructure
caused the number of bank cards which was about 29.5 million in 2000 to reach 65 million in
2009. When the number reached is compared to total population, it is observed that while
each 2 persons got one bank card in 2000, one bank card per one person level was
approximated in 2009. Within the sector total, share of deposit banks continued to dominate,
however the rapid development of participation banks displayed during and after 2004
increased the share of these banks in this group to 3.6% in 2009.
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Development of Number of Bank Cards and Functional Distribution

Thousand 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
Total number 29,482.8 30,017.6 35,057.3 39,563.5 42,207.0 48,192.6 53,464.1 55,510.1 60,551.5 64,661.9
Deposit B. 29,482.8 30,017.6 35,057.3 39,563.5 42,165.3 47,794.7 52,776.0 54,408.2 58,779.3 62,313.3
Participation B. Y 0 0 0 41.7 397.8 688.1 1,101.8 1,772.2 2,348.7
Dev. and Invest. B. o o o o o o 0 o 0 o]

%

Deposit B. 100.0 100.0 100.0 100.0 99.9 99.2 98.7 98.0 97.1 96.4
Participation B. 0.0 0.0 0.0 0.0 0.1 0.8 1.3 2.0 2.9 3.6
Dev. and Invest. B. 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0

In the table above, growth rate of parficipation banks in particular which reached 60 times in
2004-2009 can also be monitored through the number of bank card development index.
Another outlook which the index predicts that, the contrary to the strong development in big-
scale banks group, figures of 2000 could only be reached in 2008 in medium-scale banks
group, while the decrease observed in small-scale banks group compared to 2000
continued.

Number of Bank Card Development Index by Function and Scale
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When the number of bank cards is analyzed, it is observed that share of first 5 and 10 banks
within total decreased after 2001. Although the decrease in the share of these two groups
infroduces a parallel decrease in HHI indicator, HHI value which was above 1.000 as of 2009
points to the existence of concentration in bank cards. In big-scale banks, average number of
bank cards was about 7.3 million in 2009, while it reached 1.5 million in medium-scale banks
and 58 thousand in small-scale banks. When average values are analyzed in line with function
groups, it is observed that average figure in deposit banks group exceeded 2.8 million, while it
exceeded 0.5 million in participation banks.

Number of Bank Card Concentration Indicators and Averages by Groups

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

First 5 Banks (%) 75.4 82.0 78.4 77-4 76.8 73.0 73.4 68.7 65.3 63.8
First 10 Banks (%) 93.2 96.2 96.0 95.2 95.7 94.0 95.0 93.4 91.0 90.4
HHI 1,422.7 1,720.7 1,579.1 1,506.3 1,493.2 1,382.0 1,371.8 1,179.2 1,096.0 1,093.9
Distribution by Scale (number)

Big-Scale 2,811.0 3,536.1 4,500.2 4,996.1 5,291.7 5,916.5 6,577.4 6,639.3 6,995.6 7,262.1

Medium-Scale 1,257.6  204.3  377.6 542.0 683.7 847.8 898.6  1,073.1 1,361.0 1,472.1

Small-Scale 56.5 21.4 19.7 28.3 379 64.8 94-4 40.9 63.1 57.9
Functional Distribution (number)

Deposit Banks 775.9 1,035.1 1,460.7 1,648.5 1,833.3 2,078.0 2,398.9 2,473.1 2,671.8 2,832.4

Participation Banks o o o o 41.7 99-5 172.0 275-5 443.0  587.2
First 5 Banks (%) o} o} o} o} o} o} 0 0 o o
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5. DEVELOPMENTS ON BANKS AND THEIR STATUS

5.1. Ownership and Partnership Structure

Total number of banks operating in Turkish banking sector reached its the climax in 1990's and
realized as 79 in 2000. There were exits from the sector as a reflection of financial crisis
experienced in 2000-2002 period and the restructuring studies in the sector, and total number
of banks decreased to 49 in 2009. After 2002, success in restructuring activities in banking
sector, politic and economic stability, the inclusion of Turkey to EU membership negotiation
process, convenience of global financial environment increased the attraction of global
capital to Turkish banking sector. Accordingly, the number of foreign deposit banks increased
as of 2006 and reaching 17 again by end-2009 which was its level in 2000. The number of
foreign participation banks increased from 2 to 3 in 2008 after a long time. The number of
foreign development and investment banks decreased from 3 to 2 in 2004 and then
increased to 4 in 2006. Global capital preferred deposit banks group mostly to carry out
operations in Turkey.

Developments in Number of Banks

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

Deposit Banks 55 46 40 36 35 34 33 33 32 32
Public Deposit Banks 4 3 3 3 3 3 3 3 3 3
Private Deposit Banks 23 19 20 18 18 17 14 12 1 1
SDIF 1 7 2 2 1 1 1 1 1 1
Foreign Deposit Banks 17 17 15 13 13 13 15 17 17 17

Participation Banks 6 5 5 5 5 4 4 4 4 4
Public Participation Banks nd. n.d. 0 0 0 0 0 0 0 0
Private Participation Banks nd. nd. nd nd 3 2 2 2 1 1
Foreign Participation Banks nd. nd. nd nd 2 2 2 2 3 3

Development and Investment Banks 18 16 14 14 13 13 13 13 13 13
Public Development and Investment Banks nd. n.d. 4 4 4 4 4 4 4 4
Private Development and Investment Banks nd. n.d. 7 7 7 7 5 5 5 5
Foreign Development and Investment Banks nd. n.d. 3 3 2 2 4 4 4 4

Total Number of Banks 79 67 59 55 53 51 50 50 49%  49%

*A bank under liquidation is not included in total.
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Credit Institution Turkey-EU Comparison
The number of banks operating in Turkey is far behind the number of credit institutions
operating in EU member countries. Accordingly, by 2008, only the institution number of 7
member countries is below Turkey. The member country with maximum credit institution is
Germany with 1989 institutions.

Number of Credit Institutions

Countries 2002 2003 2004 2005 2006 2007 2008
EU-27 n.d. 9.054 8.902 8.683 8.507 8.354 8.509
PB-15 n.d. n.d. 6.848 6.681 6.511 6.365 6.569
Germany 2.363 2.225 2.148 2.089 2.050 2.026 1.989
Italy 821 801 787 792 807 821 818
France 989 939 897 854 829 808 728
Austria 823 814 796 818 809 803 803
Poland 666 660 744 730 723 718 712
England 451 426 407 394 394 396 391
Finland 369 366 363 363 361 360 357
Spain 359 348 346 348 352 357 362
Holland 539 481 461 401 345 341 302
Cyprus 408 408 405 391 336 215 163
Hungary 227 222 217 214 212 206 197
Sweden 216 222 212 200 204 201 182
Denmark 178 203 202 197 191 189 171
Portuguese 202 200 197 186 178 175 175
Luxemburg 177 169 162 155 156 156 152
Belgium 1M1 108 104 100 105 110 105
Ireland 85 80 80 78 78 81 501
Lithuania 68 71 74 78 78 80 84
Greece 61 59 62 62 62 63 66
Czech Rep. 84 77 70 56 57 56 54
Turkey 59 55 53 51 50 50 49
Rumania 39 39 40 40 39 42 43
Latvia 23 23 23 25 28 31 34
Bulgaria 34 35 35 34 32 29 30
Slovenia 50 33 24 25 25 27 24
Slovakia 20 22 21 23 24 26 26
Malta 14 16 16 19 18 22 23
Estonia 7 7 9 1 14 15 17
Number Entries and Exits in Banking Sector
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5.2. Off-shore Operations of Banks
5.2.1. Branches Abroad

Total of 13 banks established in Turkey have branches abroad as of 2009. The banks opening
branches abroad are predominantly deposit banks. When the distribution of the number of
branches are analyzed by years, it can be seen that there are 45, 44, 47, 50 and 73 branches
in 2005, 2006, 2007, 2008 and 2009 respectively. The ratio of the total assets of branches
abroad to the total asset of sector have decreased to 17.9% in 2009 from 22.9% in 2005.
Parallel with this development, while the ratio of the loans of branches abroad to total loans of
the sector was 27.7% in 2005, it has decreased to 19.7% in 2009. Similarly for deposits, the ratio
of branches abroad to sector fotal has decreased fo 8.8% in 2009 from 13.5% in 2005. When
the ratio of loans to deposit in branches abroad is analyzed, it can be seen that the ratio has
increased to 170.7% in 2009 from 130.4% in 2005. The ratio of loans to deposits was 63.3% in
2005 and 76.3% in 2009 in the same period.

Branches Abroad and Sector by Selected ltems

Sector Branches Abroad Branches Abroad [ Sector (%)
Billion TL 2005 2006 2007 2008 2009 2005 2006 2007 2008 2009 2005 2006 2007 2008 2009

Total Asset 406,9 499,7 582 733 834,0 93 127,7 1558 225 149,2 229 256 26,8 30,7 17,9
Largesized  300,9 376 431 544 6298 77,8 111 1373 203 1352 259 29,5 31,9 372 215
Medium sized 64,9 74,6 96 120 1356 14,5 16,0 174 208 7,8 22,3 21,4 18,1 17,3 5,7
Small sized 41,1 49,1 55 683 685 0,7 0,9 1,1 1,7 6,1 1,7 1,8 2,0 2,5 8,9
Loan 159,3 219 286 367 392,6 44,2 62,5 886 139 772 27,7 285 31,0 37,8 19,7
Large sized 101,7 151 195 259  272,4 334 547 794 128 64,9 328 363 40,7 494 23,8
Medium sized 41,2 43,4 61,5 73,7 853 10,7 7,4 8,3 10 74,8 26,0 17,1 13,5 13,6 87,7
Small sized 16,3 24,9 29,2 35 34,9 0,1 0,4 0,9 0,9 84,1 0,6 1,6 3,1 2,6 240,8
Deposit 251,5 307,6 357 455 514,6 33,9 412 438 576 452 13,5 13,4 12,3 12,7 838
Large sized 198 245 279 357 4039 289 34 377 5,4 40,4 146 13,9 13,5 144 10,0
Medium sized 36,8 42,4 559 689 852 4,9 7,2 6,1 6,1 1,3 13,3 17,0 10,9 8,9 1,5
Small sized 17 20,7 21,4 28,5 254 0,1 0,1 0,1 0,2 3,6 0,6 0,5 0,5 0,7 14,0

In respect of concentration indicators, while foreign branches total asset concentration was
1.889 HHI in 2005, it declined to 1.698 in 2009. The cumulative share of the first four banks is
74.8% (YR4) in 2009.

When 2005 and 2009 is compared when HHI was taken as basis, it is seen that while loan
concentfration has increased, deposit concentration decreased. Similarly, while the
cumulative share of the first four banks increased, share of deposits decreased.

Concentration Indicators by Branches Abroad

HHI YR4
Billion TL 2005 2006 2007 2008 2009 2005 2006 2007 2008 2009
Total Asset 1.889 1.846 1.665 1.631 1.698 76,5 76,4 74,1 74,0 74,8
Loan 1.675 1.771 1.752 1.753 1.730 73,1 78,7 78,8 77,4 76,9
Deposit 1.959 2.215 1.909 1.781 1.848 80,1 79,5 79,5 80,6 78,8
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EU- Turkey Comparison for Number of Foreign Bank Branche
The number of branches of EU originated foreign banks operatfing in Turkey* has increased
as of 2005. While the growth potential has caused increase in the number of branches of EU
originated foreign banks following 2002, there is limited change in the number of non-EU
originated foreign banks.

The Number of Branches of EU originated Credit The Number of Branches of Non-EU Originated

Institutions Credit Institutions
2002 2003 2004 2005 2006 2007 2008 2002 2003 2004 2005 2006 2007 2008
EU-27 nd. 557 579 624 654 709 768 nd. 230 218 211 205 215 215
PB-15 nd. nd. 435 463 477 520 559 nd. nd 19 15 107 13 14
England 84 82 81 81 83 81 81 105 97 91 89 89 93 91
Italy 47 49 50 58 65 71 77 13 13 10 10 9 10 "
Spain 50 49 53 57 62 71 78 9 8 8 8 7 9 9
Germany 62 64 62 69 68 66 83 21 20 21 20 18 18 20
France 51 52 55 55 59 64 70 28 28 27 26 25 24 23
Belgium 36 38 36 41 46 49 47 10 10 9 9 8 9 9
Luxembourg 48 41 38 36 34 35 33 7 9 9 8 8 8 8
Ireland 31 31 31 31 31 31 31 1 1 1 1 1 1
Austria 15 18 18 25 25 26 30 0 0 0 1 1 1 ¢}
Portugal 21 22 26 24 23 23 25 1 1 1 1 1 1 3
Greece 14 14 19 19 20 22 23 7 6 4 4 4 5 6
Finland 19 18 19 19 22 21 20 o o 1 1 4 2
Denmark 8 16 15 17 17 18 16 2 2 2 2 3 4 3
Netherlands 19 20 22 22 16 28 30 9 8 7 6 5 5 5
Czech Rep. 8 8 9 12 13 14 15 1 1 0 0 0 0 1
Poland 0 0 3 7 12 14 18 0 0 0 0 0 0 0
Sweden 16 15 17 18 21 20 22 3 3 3 2 3 3 4
Turkey 1 10 10 9 10 12 13 9 9 8 9 1 1 12
Slovakia 3 3 5 7 10 9 0 0 ¢} 0 ¢} ¢} [§
Rumania n.d. 7 6 5 6 10 10 n.d. 1 1 1 1 ¢} ¢}
Cyprus 5 5 4 4 4 9 8 19 19 19 18 17 16 15
Estonia 1 1 3 6 7 8 11 0 0 o} o} o}
Hungary 0 o] o] 3 4 6 10 0 0 (¢] (o] (o]
Lithuania 3 2 2 2 2 3 7 1 1 0 0 0 0 ¢}
Slovenia 1 1 2 3 2 3 3 0 0 0 0 0 0 ¢}
Bulgaria nd. n.d. 4 4 2 3 4 nd. nd 2 2 2 2 2
Latvia 1 1 1 1 3 2 6 0 0 0 o} o}
Malta 0 0 0 0 0 1 1 2 2 2 2 2 2 2
*representing the number of foreign branches in the country.
Number of Branches of EU originated Credit Institutions Number of Branches of Non-EU originated Credit Institutions
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The total branch number of EU originated credit institutions has increased to 768 in 27 EU

member country by 2008. The increases in Italy, Spain, France and Germany have been
effective in the increase. The number thereof is 13 for Turkey in the said period.
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5.2.2. Affiliates Abroad

When the market structure is analyzed in terms of financial institutions abroad'” within the
scope of consolidated supervision of banking sector, it is seen that as of end-2009, 19 banks
have affiliates abroad. This figure was 18 in 2005, 17 in 2006, 11 in 2007 and 18 in 2008. Most
banks having affiliates abroad are deposit banks.

When the number of financial institutions abroad in the period of 2005-2009 is analyzed, it is
seen that the number which was 81 in 2005 has decreased to 59 in 2006, has re-increased to
80 in 2007, has re-decreased to 59 in 2008 and has been reduced to 41 in 2009.

Affiliates Abroad and the Sector by Selected ltems

Sector Affiliate Abroad Aff. Abroad/Sector (%)
TL Billion 2005 2006 2007 2008 2009 2005 2006 2007 2008 2009 2005 2006 2007 2008 2009

Total Asset  406,9 499,7 581,6 732,5 834,0 61,6 79,2 657 92,4 61,4 15, 15,9 1,3 12,6 7,4
Large 300,9 376 430,6 544,3 629,8 433 638 574 771 530 144 17 133 142 84
Medium 64,9 74,6 96 19,9 1356 17,4 13,1 7,5 14 58 26,8 17,5 7,8 11,7 4,3
Small 41,1 49,1 55 68,3 685 0,9 2,3 0,8 1,3 2,7 2,1 4,7 1,4 1,9 3,9

Credit 159,3 219 2856 367,4 392,6 283 39,2 38 544 31,8 178 179 13,3 14,8 81
Large 101,7 150,7 194,9 258,8 272,4 18,2 31 32,9 458 272 179 206 16,9 17,7 10,0
Medium 41,2 434 615 737 853 97 71 4,5 7,9 4,0 234 16,3 74 108 4,7
Small 16,3 24,9 29,2 35 34,9 0,4 1,1 0,6 0,7 0,6 2,6 4,5 1,9 1,9 1,6

Deposit 251,5 307,6 356,9 454,6 514,6 28 33,3 279 35 253 1,1 10,8 7,8 7,7 4,9
Large 198 245 279 3572 403,9 19,7 258 234 287 21,5 9,9 10,5 8,4 8 53
Medium 36,8 42,4 559 68,9 85,2 8 6,9 4,3 5,8 2,3 21,8 16,3 7,6 8,4 2,7
Small 17 20,7 21,4 285 254 0,4 0,7 0,2 0,5 1,5 2,1 3,2 1 1,6 5,9

Ownfunds 54,7 595 758 86,4 10,9 41 43 37 45 27 75 72 49 52 24
Large 349 393 498 543 72,8 24 31 33 3,3 2,4 6,8 8 6,5 6,2 33
Medium 8,9 7,8 1,7 14,4 18,5 1,7 0,8 0,5 1 0,3 19,3 10,6 4 7,2 1,7
Small 1 12,4 14,4 17,8 19,7 0 0,3 0 0,1 -0,1 0,4 2,5 0,1 0,5 -0,5

An increase was observed in concentration indicators of affiliates abroad during 2009 when
compared to previous year. In terms of total asset concentration, the HHI which was 1.512 in
2005, is realized as 1.933 in 2006, as 2.208 in 2007, as 1.371 in 2008 and as 1.432 in 2009. The
cumulative share of first four banks in total assets (YR4) which was 66.9 in 2005 has increased to
70.5% in 2009. Tendency to rise is similarly observed also in credits, deposits and own funds.

Total Assets and Credits of Affiliates Abroad

100 @ Assets 100 (#) Credits
80 80
60 60
40 40
20
20
2005 2006 2007 2008 2009 2005 2006 2007 2008 2009

Large = Medium = Small
Large = Medium = Small

7. On-shore bank, off-shore bank and other financial institutions and off-shore branches in the status of affiliate,
subsidiary or jointly controlled partnerships founded abroad of main-partnership banks and/or financial holding
companies.
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Total Deposits and Own Funds of Affiliates Abroad

100 @ Deposits 100 @ Ownfunds
80 80
60 60
40 40
20 20
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Concentration Indicators in Affiliates Abroad

HHI YR4

TRY Billion 2005 2006 2007 2008 2009 2005 2006 2007 2008 2009
Total Asset 1.512 1.933 2.208 1.371 1.432 66,9 78,4 86,6 67,9 70,5
Credit 1.247 1.618 2.521 1.562 1.599 64,4 70,7 89,6 68,9 69,5
Deposit 1.193 1.836 1.957 1.373 1.468 57,5 81,3 82,2 68,1 69,4
Own Funds 1.272 1.281 1.837 1.261 2.326 58,3 63,2 76,8 60,9 81,8

5.3. Affiliates, Subsidiaries and Jointly Controlled Partnerships

The number of affiliates and subsidiaries and jointly confrolled partnerships of the Turkish
banking sector has increased by 9 in 2009 from 245 to 254. When the distribution of this
augmentation is analyzed it is seen that the number of aoffiliates, subsidiaries and jointly
controlled partnership of deposit and parficipation banks have increased respectively by 6
and 4, while those of development and investment banks have decreased by one. 81% of
affiliates, subsidiaries and jointly controlled partnerships are possessed by deposit banks.

Affiliates, Subsidiaries and Jointly Controlled Partnerships

Number 2002 2003 2004 2005 2006 2007 2008 2009

Deposit Banks 340 265 251 219 205 193 201 207
- Subsidiaries 208 178 158 146 132 136 135 136

- Affiliates 131 86 92 70 70 54 63 66

- Jointly Controlled Partnerships 1 1 1 3 3 3 3 5
Development and Investment Banks 45 37 33 36 39 31 32 31
- Subsidiaries 14 19 15 18 17 16 18 19

- Affiliates 31 18 18 18 21 15 14 12

- Jointly Controlled Partnerships 0 0 (o] 0 1 0 0 0
Participation Banks (*) 10 10 10 12 16
- Subsidiaries 7 7 7 7 n

- Affiliates 3 3 3 5 5

- Jointly Controlled Partnerships 0 (o] 0 0 0
Total 385 302 284 265 254 234 245 254
- Subsidiaries 222 197 173 171 156 159 160 166

- Affiliates 162 104 110 91 94 72 82 83

- Jointly Controlled Partnerships 1 1 1 3 4 3 3 5

(*) Data concerning the number of companies related to participation banks (special finance institutions) is lacking for
years 2002, 2003 and 2004.

The end-of-period value of doffiliates, subsidiaries and jointly controlled partnerships has
decreased by 5.2% compared to previous period. Most important determinant of this
diminution is the decrease by 6.4% of subsidiaries which have a share by 85% within the end-
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of-period value of dffiliates, subsidiaries and jointly controlled partnerships. 5% of end-of-
period value of affiliates, subsidiaries and jointly controlled partnerships is possessed by deposit
banks.

Affiliates, Subsidiaries and Jointly Controlled Partnerships

TL Million 2002 2003 2004 2005 2006 2007 2008 2009

Deposit Banks 8.494 8.971 11.555 10.724 8.891 10.352 9.729 12.007
- Subsidiaries 5.292  6.193 7.238 7-447  6.856 8.973 8.265  10.520

- Affiliates 2.762 2.323 3.799 3.265 2.022 1.366 1.439 1.459

- Jointly Controlled Partnerships 440 455 518 12 13 13 25 28
Development and Investment Banks 198 165 186 254 251 361 364 437
- Subsidiaries 87 79 73 74 73 226 301 314

- Affiliates 11 86 13 180 172 135 63 123

- Jointly Controlled Partnerships 0 (o] 0 (o] 6 (o] 0 (o]
Participation Banks 1 44 63 99 99 149 205 242
- Subsidiaries 1 10 18 93 93 144 175 140

- Affiliates 1 34 45 5 5 5 30 102

- Jointly Controlled Partnerships 0 0 0 0 0 0 0 0
Total 8.693 9.180 11.804 1.077 9.241 10.862  10.298  12.686
- Subsidiaries 5.379  6.282 7.329 7.614 7.023 9.343 8.742 10.974

- Affiliates 2.874  2.443 3.957 3.451 2.199 1.506 1.531 1.685

- Jointly Controlled Partnerships 440 455 518 12 19 13 25 28

Number of partnerships per bank has increased by 0.2 points in 2009 to 5.2. Among total
partnerships, number of partnerships per bank in deposit banks is 6.5; 2.4 in development and
investment banks and 4 in participation banks. As of 2009, the share of affiliates and
subsidiaries and jointly confrolled partnerships within total assets has increased by 0.1 point fo
1.5%.

Number of Partnerships per Bank and Shares within Total Assets

2002 2003 2004 2005 2006 2007 2008 2009

Number of Partnerships per Bank 6,5 5,5 5,4 5,2 5,1 4,7 5,0 5,2
Deposit Banks 8,5 7,4 7,2 6,4 6,2 5,8 6,3 6,5
Development and Investment Banks 3,2 2,6 2,5 2,8 3 2,4 2,5 2,4
Participation Banks (*) 2,5 2,5 2,5 3,0 4,0

Share within Total Assets (%) 4 3,6 3,8 2,7 1,8 1,9 1,4 1,5
Deposit Banks 4,2 3,7 3,9 2,8 1,9 1,9 1,4 1,6
Development and Investment Banks 2,2 1,8 1,8 2,2 1,6 1,9 1,6 1,6
Participation Banks o] 0,8 0,9 0,6 0,7 0,8 0,8 0,7

Most companies participtated by banks as offiliate, subsidiary and jointly controlled
partnership are companies founded inside the country. The share as value of partnerships
founded in the country has increased by 6 points in 2009 from 68.4% in 2008 to 74.4% in 2009.
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Partnerships Founded Inside and Outside the Country
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In Turkey Abroad
Distribution of Partnerships Abroad by Countries
2008 2009
Value Value

Number Dis. (%)  (TL Mio.) Dis.(%)  Number Dis.(%)  (TL Mio.) Dis. (%)
Netherlands 9 20,5 1.923 59,1 9 22,0 2.037 63,9
Germany 2 4,5 337 10,4 2 4,9 338 10,6
Malta 2 4,5 202 6,2 1 2,4 0 0,0
Russia 4 9,1 176 5,4 4 9,8 187 5,9
Austria 2 4,5 196 6,0 2 4,9 196 6,1
Kazakhstan 2 4,5 158 4,8 2 4,9 159 5,0
Switzerland 1 2,3 43 1,3 1 2,4 43 1,4
Bosnia-Herzegovina 1 2,3 44 1,4 1 2,4 44 1,4
Azerbaijan 2 4,5 71 2,2 2 4,9 71 2,2
TRNC 7 15,9 21 0,7 7 17,1 26 0,8
Ireland 3 6,8 28 0,9 3 7,3 30 0,9
Portugal 1 2,3 (o] 0,0 1 2,4 0 0,0
England 3 6,8 8 0,2 1 2,4 8 0,2
Uzbekistan 1 2,3 9 0,3 1 2,4 9 0,3
Turkmenistan 1 2,3 2 0,1 1 2,4 3 0,1
Bahrain 1 2,3 1 0,0 0 0,0 0 0,0
Luxemburg 1 2,3 1 0,0 1 2,4 1 0,0
Macedonia 1 2,3 32 1,0 1 2,4 32 1,0
United Arab Emirates - - - - 1 2,4 2 0,0
Cayman Islands - - - - - - - -
France - - - - - - - -
Total 44 100 3.252 100 41 100 3.187 100

The number of partnerships founded abroad which was 44 in 2008 has decreased to 41 in
2009. 22% of these partnerships are founded in the Netherlands. The 9 partnerships founded in
the Netherlands are representing 63.9% of bank partnerships founded abroad. In 2009, total
value of partnerships founded in Germany and Austria are respectively 10.6% and 6.1%, which
is considerably low compared with those founded in the Netherlands.
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Distribution of Affiliates, Subsidiaries and Jointly Controlled Partnerships
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When the distribution of companies by their activity fields is analyzed, it is seen that in 2009;
45.1% is operating in other financial sector, 21.9% in other commercial sector and 14.6% in
banking. In ferms of end-of-period value, the share of other financial sector within total
affiliates, subsidiaries and jointly controlled partnerships is 32.6%; the share of banking is 28.6%
and the share of other commercial sector is 22%.

5.4. Developments Concerning Status of Banks

There were some amendments in the partnership structures of; Akbank T.A.$§ which is within the
group of banks with private capital, Fortis Bank A.S. which is within the group of deposit banks
with global capital, Société Générale (SA) which is within the group of deposit bank branches
with global capital, Bank Positif and 22and Credit Agricole Investment Bank Tirk A.S. which
are within the group of foreign investment banks and Asya Katiim Bankasi (Asian Parficipation
Bank) which is within the group of participation banks. Detailed information concerning
historical development, status changes and capital structure of banks are given in the table
below.

: Status Changes

Commercial | Date of
Title Establishment | Historical Development / Status Changes/ Capital Structure

State Deposit Banks

Established in 1863, transformed into Ziraat Bankasi in 1888. Pursuant to the Law enforced in
1937, obtained State Economic Enterprise status and with new name of Tiirkiye Cumhuriyeti
T.C. Ziraat Ziraat Bankasi. The bank’s state bank status was terminated in 2000 which was given

Bankasi A.S. 1863 corporation status subject to private law provisions undergoing a restructuring process. The
Bank was taken over by Tirkiye Emlak Bankasi A.S., in 2001. The entire capital of the Bank
belongs to Treasury.

Got entitled to open branches and extend loans directly after 1950. The Bank was taken over

Tiirkiye Halk 1938 by Turkiye égretmenler Bankasi T.A.S. in 1992, Siimerbank in 1993, Etibank in 1998, 96

Bankasi A.S. branches of Tiirkiye Emlak Bankasi A.S. in 2001 and eventually Pamukbank T.A.S. in 2004. 22.7%
of the Bank was put in public offering in December 2008.

Tirkiye Established in 1954 by a special law. 25.18% of stocks of the bank were put in public offering in
;:E:Iaa; 1954 2005 in ISE. 58.44% of the Bank’s capital belongs to Vakiflar Genel Midiirliigti (43% to Group A
T.AO. and 15.44% to Group B) and remaining 16.38% belongs to natural persons and legal entities.

Private Deposit Banks

The Bank was monitored by the BRSA, according to the Article 14/1 of the Banks Act Nr. 4389;
a new Administrative Board was assigned to the bank pursuant to the resolution dated July
25,2003 Nr. 1102. As a result of the bidding conducted by the Fund in July 3, 2006, it was given
out by contract to the Kuwait originated “The International Investor Company”. However
Pursuant to the Resolution of the BRSA dated July 26, 2007, transfer of shares to The
International Investor Company was rejected.

Adabank A.S. 1985
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Commercial
Title

Date of
Establishment

Historical Development / Status Changes/ Capital Structure

Akbank
T.AS.

Alternatif
Bank A.S.

Anadolubank
AS.

Sekerbank
T.AS.

Tekstil
BankasI A.S.

Turkish Bank
AS.

Tirk
Ekonomi
BankasI A.S.

Tirkiye
Garanti
BankasI A.S.

Tirkiye is
BankasI A.S.

Yapi ve Kredi
Bankasi A.S.

1948

1992

1996

1953

1986

1982

1927

1946

1924

1944

Stocks of the bank began to be traded in ISE in 1990. Furthermore, some of bank’s stocks
were issued in international markets and sold as American Depository Receipt and ordinary
stocks in 1998. In 2005, Ak Uluslararasi Bankasi A.S. was transferred to the Bank. In 2006, 20%
of the Bank’s capital was taken over by Citibank Overseas Investment Corporation (COIC).
Acquiring 33.6% of Citigroup Inc. shares, US Treasury had possession of 33.6% of Citibank
Overseas Investment Corporation which had direct ownership of Citibank A.S. .. As a result of
this, US Treasury had the ownership of Citibank Overseas Investment Corporation by 33.6%
which has the direct ownership of Akbank T.A.S. by 20%. As a result of current partnership
interests of Aksigorta A.S. and Exsa Export Sanayi Mamiilleri Satis ve Arastirma A.S. within
Akbank T.A.S. was transferred to Haa Omer Sabanci Holding, direct share of Hact Omer
Sabanal Holding in the Bank’s capital was increased to 40.75% from 32.28%. The remaining
share by 20.34% belongs to other partners and 18.91% is public.

The Bank’s shares have started to effect transactions within ISE in 1995. The Bank had passed
over to Anadolu Grubu Subsidiaries in 1996. 77.71% of the Bank’s capital belongs to Anadolu
Endiistri Holding A.$. and 22.29% belongs to other shareholders.

In 1997, the Turkish Privatization Administration divided Etibank A.S. into three and made it
subject to three separate privatization processes as Etibank A.S., Denizcilik Bankasi T.A.S. and
Anadolu Bankasi T.A.S. As a result, the royalty of Anadolu Bankasi T.A.S is turned over to
Anadolubank A.S. 69.98% of the Bank’s capital belongs to Habas Sinai ve Tibbi Gazlar istih.
End. A.S., 27.32% of it belongs to Mehmet Riistli Basaran and the remaining share belongs to
other shareholders.

Established in 1953 in Eskisehir by the name of Pancar Kooperatifleri Bankasi. Afterwards, its
head office was moved to Ankara and it undertook the name of $ekerbank T.A.$. in 1956. The
shares of the Bank have started to be traded in the ISE in 1996. In 2006, the shares
corresponding to 33.98% of the paid-up capital of the bank were taken over by Turanalem
Securities JSC. 31.96% of the remaining share of the bank is public and 33.98% belongs to
Sekerbank T.A.$. Munzam Vakfi.

24.5% of the shares of Tekstil Bankasi A.S. which began to to be traded in ISE since 1990 are
owned by the public. 75.5% of the paid-up capital of the bank which is included in GSD Group
belongs to GSD Holding A.S.

The Bank started to operate in Istanbul in 1982, as the Istanbul main branch of the Tirk
Bankasi Limited previously established in Cyprus. in 1991, Turkish Bank A.$. was founded and
the Bank took over the Istanbul main branch of Tiirk Bankasi Limited. Again in 1991, the bank
received the permission to perform banking transactions and accept deposits. 40% of the
bank capital belongs to the National Bank of Kuwait, 53.77% to Ozyol Holding A.$. and
remaining 6.23% to other shareholders.

Established in 1927 by the title of Kocaeli Halk Bankasi T.A.S., changed status in 1961 and its
title became Kocaeli Bankasi T.A.S. The title of the Bank was changed once more in 1982 as
Tiirk Ekonomi Bankasi A.S. and its head office was moved to Istanbul within the same year.
The shares of the Bank started to be tradedin ISE in 2000. In 2005, 50% of the shares of the
bank’s main shareholder, TEB Mali Yatinmlar A.S. were taken over by BNP Paribas;
consequently, BNP Paribas has become indirect shareholder in the bank by 42.125%.

The bank joined to Dogus Holding in 1983, its shares have started to trade in the ISE in 1990,
and have issued shares to abroad in 1993. In 2001, the bank took over Osmanli Bankasi A.S.
within its constitution. In 2005, the shares corresponding to 25.5% of the bank were sold to
General Electric Group. 49.34% of the Bank’s capital is publicly owned ¢ and 26.66% belongs to
Dogus Holding.

The 12.3% share of the bank belonging to Turkish Treasury was offered to domestic and
foreign investors by public offerings on May 1998. Presently, 30.07% of the Bank is publicly
owned. 41.54% of the Bank’s capital belongs to Tirkiye is Bankasi A.S. Men. Mun. Social
Security and 28.09% to Republican People’s Party.

Joined the of Cukurova Holding in 1980 and its shares have started to be traded in ISE in 1987.
As of 2005, bank’s 57.43% shares possessed by Cukurova Group Companies and SDIF have
passed under ownership of Kogbank A.S. with their financial affiliates. Yapi ve Kredi Bankasi
A.S. took over Kogbank A.S. with all its rights, receivables, debts and liabilitie ending its legal
entity in 2006. Also within the same year Kogbank A.S. was transferred to Yapi ve Kredi
Bankasi A.S., with all of its assets and liabilities, by ending its legal entity without liquidation.
81.8% of Bank’s capital belongs to Kog Finansal Hizmetler A.S and remaining 18.20% to other
shareholders.
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Commercial
Title

Date of
Establishment

Historical Development / Status Changes/ Capital Structure

Global Capital Deposit Banks

Arap Turk
Bankasi A.S.

Citibank A.$.

1977

1980

Established in 1977, this bank is a joint venture of Arabic (60.62% of it belongs to Libyan
Foreign Bank and 4.38% to Kuwait Investment Co.) and Turkish (20% of it belongs to T.is
Bankasi and 15% to T.C. Ziraat Bankasi) shareholders.

Citibank N.D. started to operate in 1980 as a foreign bank opening branch in Turkey. In 2003
Citibank A.S. was founded as a subsidiary company which belongs to Citibank N.D. Citibank
A.S. received the permission to accept deposits and to carry out banking transactions in 2004.
Also in the same year, Citibank N.D. was transferred to Citibank A.S. Thus, Bank was
transformed into joint stock company from foreign bank branch. All of the Bank’s capital is
possessed by Citibank Overseas Investment Corporation.

Denizbank
AS.

Deutsche
Bank A.S.

Eurobank
Tekfen A.S.

Finans Bank
AS.

Fortis Bank
AS.

HSBC Bank
AS.

BRSA

1997

1988

1992

1987

1964

1990

With tender in 1997 of Privatization Administration, shares of Denizcilik Bankasi T.A.$. were
bought by Zorlu Holding. Afterwards, in 2002 e shares of Milli Aydin Bankasi T.A.S. were
transferred to the Bank. The shares of Denizbank A.S. have started to trade in ISE in 2004. In
2006 Zorlu Holding sold its 74.9% shares in the bank to Dexia Participation Belgique S.A., with
Belgium- France capital. Presently, 99.83% of Bank’s capital belongs to Dexia Participation
Belgique S.A.

Starting its operations in 1988 under the title Tirk Merchant Bank A.S.,the bank’s title was
changed to Bankers Trust A.S. in 1997 and to Deutsche Bank A.S. in 2000. In 2004, the Bank
received permission to accept deposits. The Bank’s capital belongs entirely to DeutscheBank
AG.

Bank Ekspres A.S. started its operations in 1992, was transferred to the Fund in 1998, bought
by Tekfen Holding in 2001. Afterwards, Tekfen Group transferred Tekfen Yatirim ve Finansman
Bankasi A.S. in 2001 to Bank Ekspres A.S. and merged the two banks. Within the same year,
the title of the bank was changed to Tekfenbank A.$. In 2007, Eurobank EFG Holding
(Luxemburg) S.A. took over 70% of Tekfenbank A.S. shares. Commercial title of Tekfenbank
A.$. was changed as "Eurobank Tekfen A.$." in 2008. 70% of the capital belongs to Eurobank
EFG Holding, the remaining share of 29.13% belongs to Tekfen Holding A.S.

The first public offer of the Bank’s shares was realized in 1990 in ISE. The Bank’s shares have
started to trade also in London Stock Exchange in 1998 as Global Depository Receipts. In 2003,
the Bank took over Fiba Bank A.S. In 2006, National Bank of Greece S.A. bought 46% of the
shares of Finans Bank A.S. directly and by buying remaining shares by public offering in the
beginning of 2007 and raised its share within the Bank to 77.06%.

Founded in 1964 under the title Amerikan-Tirk Dis Ticaret Bankasi A.S., changed its title into
Turk Dig Ticaret Bankasi A.S. in 1971. The shares of the Bank have started to be traded in ISE in
1990. 89.34% of the paid capital of Tiirk Dis Ticaret Bankasi A.S. was transferred to Fortis Bank
NV-SA in 2005. As 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 of November
24, 2005, its title was changed as Fortis Bank A.S. 99.93% of Fortis Bank SA/NV was transferred
to SFPI which caused, first of all, SFPI to indirectly acquire 94.03% of the bank 94.11% of whose
capital belongs to Fortis Bank NV-SA, share of Fortis Brusseles in Fortis Bank SA/NV which
directly owns 100% of Fortis Bank SA/NV to decrease to 0.07%, shares of Fortis NV and Fortis
SA/NV in Fortis Bank SA/NV which indirectly owns 50% of Fortis Bank SA/NV to decrease to
0.04%, share of Fortis which indirectly has 100% of Fortis Bank SA/NV in Fortis Bank SA/NV to
decrease to 0.007%, furthermore Fortis Brusseles and Fortis shares in the Bank to decrease to
0.07% and share of Fortis SA/NV to decrease to 0.03%. In addition to this, BNP took over 74.94%
of Fortis Bank SA/NV which caused the indirect share of SFPI in the Bank to decrease to 30.43%
from 94.04%, BNP to indirectly acquire 70.52% of the Bank, share of SFPI in Fortis Bank SA/NV
which had 99.93% of ownership of FortisBank SA/NV to decrease to 24.99%, share of SPPE in
Fortis Bank SA/NV to indirectly increase to 11.39% and SPPE to indirectly acquire 10.72% of the
Bank. Having considered the fact that transactions require to be evaluated as a whole as a
consequence of capital increase BNP carried out to purchase BNP Paribas SA (BNP) shares in
the possession of Société de Prise de Participation de I’Etat’in (SPPE), SPPE no longer had
indirect shareholding in the Bank as indirect share of SPPE in Fortis Bank A.S. (Bank)
decreased to 9.63% from 10.44% and following this BNP purchased its own shares under the
possession of SPPE. The remaining stocks are publicly owned.

Started to operate in 1990 under the title of Midland Bank A.S. In 1999 changed its title into
HSBC Bank A.S. In 2001, took over Demirbank T.A.S. The Bank’s capital belongs entirely to
HSBC Bank PLC.
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Millennium
Bank A.S.

ING Bank
AS.

Turkland
Bank A.S.

1984

1996

1986

Opened branches in Turkey in 1984 under the title Manufacturers Hanover Trust Company,
starting to operate as foreign bank; received the title of Manufacturers Hanover Bank A.S. in
1991 and was included within the group of foreign banks established in Turkey. Subsequent to
the merger of Manufacturers Hanover Corporation and Chemical Banking Association, the
title of the bank was changed as Chemical Bank A.S. in 1992. The Bank joined to Stirmeli Group
in 1997 and its title was once again changed into Sitebank A.S. As of this date, it was classified
within private deposit banks group. Sitebank A.$. was taken over by the SDIF in 2001. In 2002,
the shares of the bank were bought by Novabank S.A. As of this date, the Bank was once
again classified among the group of foreign banks established in Turkey. In 2003, its title was
changed into BankEuropa Bankasi A.S. and in 2006 into Millennium Bank A.S.

Started its operations under the title of The First National Bank of Boston Central istanbul
Branch. Afterwards, The First National Bank of Boston A.S. which was established in 1990
pursuant to the Cabinet took over The First National Bank of Boston Central istanbul Branch.
The title of the bank was changed as Tiirk Boston Bank A.S$. in 1991. Oyak Group became the
only owner of the bank by buying all the shares in 1994; the title of the bank was changed as
Oyakbank A.S. in 1996, furthermore was transferred into private deposit bank group from
foreign bank status. In 2002, Slimerbank A.S. was transferred to Oyak Bank A.S. Oyak Bank
A.S. shares of which are held by the Armed Forces Pension Fund and which corresponds 100%
of its capital was transferred to ING Bank N.V. in 2007. Commercial Title of "Oyak Bank
A.$." was changed into "ING Bank A.$." as of July 7, 2008.

Founded in 1986 under the name of Bank of Bahrain and Kuwait B.S.C. In 1991, took the title of
Bank of Bahrain and Kuwait A.S. In 1992, passed under the control of $Sahenk Family and
Dogus Group, continued its activities under the title of Tasarruf ve Kredi Bankasi A.S. In the
meantime the bankwas passed over the group of foreign banks to the group of private
deposit banks. On February 1994, its title was changed as Garanti Yatinm ve Ticaret Bankasi
A.S. Finally in 1997, the shares of the Bank have passed from Dogus Group to MNG Group and
its title was changed as MNG Bank A.$. in 2007. The commercial title of MNG Bank A.S. was
changed as Turkland Bank A.S. in 2007. 50% of bank’s capital belongs to Arap Bank, 41% to
BankMed Sal.

Global Capital Deposit Bank Branches

ABN AMRO
Bank N.V.

Unicredit
Banca di
Roma S.P.A

Bank Mellat

Habib Bank
Limited

JPMorgan
Chase Bank
N.D.

Sociéte
Générale
(SA)

WestLB AG

BRSA

1921

1911

1982

1983

1984

1989

1985

Established under the title of Holantse Bank Uni. N.V., changed its title to ABN AMRO Bank
N.V. in 1995. The capital of the branch belongs entirely to ABN AMRO Bank N.V,,
headquartered in Netherlands.

Starting its operations in 1911 under the title Banco di Roma, in 1992 its title was changed into
Banca di Roma S.P.A. The capital of the branch belongs entirely to Banca di Roma S.P.A,,
headquartered in Italy. Commercial title of "Banca di Roma S.p.A." was changed as
"Unicredit Banca di Roma S.P.A." in March 26, 2008.

Started its operations on April 16, 1982 with status of foreign bank branch in Turkey. The
capital of the branch belongs entirely to State of Iran.

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

The Commercial title of the Bank was changed as JPMorgan Chase Bank in 2001, pursuant to
the take over of Morgan Guaranty Trust Company by The Chase Manhattan Bank. In 2005, this
title was re-changed as JPMorgan Chase Bank N.D. The capital of the branch belongs entirely
to JPMorgan Chase Bank Co, centered in USA.

Started to operate as foreign bank branch in Turkey on November 16, 1989. The capital of the
branch belongs entirely to Sociéte Générale SA, centered in France. In 2009, preference
shares were issued by Societe Generale S.A. Paris and entire shares were transferred to the
company titled as Societe de Prise de Participation de I’Etat which is owned by the republic of
france.

Started to operate in 1985 by opening branch in Turkey under the title Standard Chartered
Bank, title of the Bank was changed as Westdeutsche Landesbank (Europe) A.G. in 1990.
Afterwards, this title was re-changed as Westdeutsche Landesbank Girozentrale in 1997 and
as WestLB AG in 2002. The capital of the branch is provided entirely by WestLB AG, centered in
Germany.
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State Development and Investment Banks

iller Bankas! 1933

IMKB Tak. ve
Sak. Bankasi 1995
AS.

T. ihracat
Kredi 1987
Bankasi A.S.

Tarkiye
Kalkinma 1975
Bankasi A.S.

Founded with public capital within the aim of financing the construction development
activities of the municipalities in 1933 under the name of Belediyeler Bankasi (Municipalities
Bank). Including Special Provincial Administrations, municipalities and villages, iller Bankas is
founded officially in 1945, also undertaking the functions of Belediyeler Bankasi. The Bank is a
public institution subject to establishment law and special provisions in all of its operations,
and having legal entity. 84.8% of the Bank capital belongs to municipalities, 10.79% to Special
Provincial Administrations and 4.41% to villages.

The Bank is conducting specialized banking activities related to financial markets within the
framework of coherent legislation provisions since the beginning of 1996. 32.62% of the Bank’s
capital belongs to ISE and the remaining shareholders are banks and intermediary institutions.
Pursuant the Act Nr. 3332 dated 1987, the Devlet Yatinm Bankasi (State Investment Bank) was
transformed into Tirkiye ihracat Kredi Bankasi A.S. (Tiirk Eximbank). The Bank’s capital
belongs entirely to Turkish Treasury and it is the only officially supported finance institution
presenting export credist and export credit insurances/guarantees.

Founded in 1975, under the title of Devlet Sanayi ve isci Yatinm Bankasi (DESIYAB) A.S. In 1988
its title was changed as Turkiye Kalkinma Bankasi A.S. (Turkish Investment Bank). In 1989,
pursuant to the Supreme Planning Council Decision, T.C. Turizm Bankasi A.S. was transferred
to Tirkiye Kalkinma Bankasi with all of its assets and liabilities and consequently the tourism
sector was added to the service fields of the Bank. The Bank’s shares have started to trade in
ISE in 1991. The Act on the foundation of the Bank was accepted in 1999. The Bank is subject
to matters regulated pursuant to this Act but also to special law provisions and is a
development and investment bank operating as a joint stock company having legal
personality. 99.08% of the Bank’s capital belongs to Turkish Treasury.

Private Investment Banks

Aktif Yatirm
Bankasi A.S. 1999
Diler Yatirm 1908
Bankasi A.S. 99
GSD Yatinm 1998
Bankasi A.S.
Nurol Yatirm
BankasI A.S. 1999
T. Sinai

Kalkinma 1950

BankasI A.S.

Started to operate in 1999. 91.5% of the Bank’s capital belongs to Calik Holding A.S. and
8.5% to other shareholders. Commercial title of "Calik Yatinm Bankasi A.$." was changed
to "Aktif Yatinm Bankasi A.$." as of August 1, 2008.

Started to operate in 1998. 45% of the Bank’s capital belongs to Diler Sami Yazici and 40% to
Yazici demir Celik San. Tur. Ve Tic. A.S.

Started to operate in 1998. The Bank’s capital belongs entirely to GSD Holding A.$.

Started to operate in 1999. 78% of the Bank’s capital belongs to Nurol Holding and 16% to Nurol
insaat ve Ticaret A.S.

Founded in 1950 with the support of World Bank and the collaboration of CBRT and
commercial banks, Bank is Turkey’s first private development and investment bank. The
shares of the Bank have started tto be traded in ISE in 1986. In 2002 the Bank took over Sinai
Yatinm Bankasi A.S. 40.52% of the Bank’s capital belongs to i§ Bankasi, and 35.5% is publicly
traded.

Foreign Investment Banks

BankPozitif
Kredive Kalk 1999
B.AS.

Credit
Agricole
Yatirm 1990
Bankasi Tuirk
AS.

BRSA

Founded in 1999 as Toprak Yatinm Bankasi A.S., and in 2001, Toprakbank A.S. which was the
old main shareholder of the Bank was transferred to SDIF. In 2002, 89.92% of the Bank’ shares
was bought by C Faktoring A.S. With its new partnership structure, the title of the Bank was
changed into C Kredi ve Kalkinma Bankasi A.S. in 2003, and the Bank undertook capital
injection and went under new organizational re-structuring. Consequently the share of C
Faktoring A.S. in the Bank has reached 99.99%. According to the contract signed in 2005, the
Tarshish-Hapoalim Holdings and Investments Ltd., which belongs entirely to Bank Hapoalim
B.M., became a shareholder in the Bank by 57.55%. Thus, the Bank was included within the
group of foreign investment banks. On December 29, 2005, the title of the Bank was changed
into Bankpozitif Kredi ve Kalkinma Bankasi A.S. In 2009 C factoring A.$. transferred its capital
share by 4.83% to Tarshish-Hapoalim Holdings and Investments Ltd. which is the other partner
of the Bank, thus capital share of C Faktoring A.S. in the Bank decreased to 30.18% from 35%.
Founded in 1990 under the title of Avrupa Tirk Yatinm Bankasi A.S. (European- Turkish
Investmnent Bank), in 1995 this title was changed into Indosuez Euro Tiirk Merchant Bank A.S.
and into Crédit Agricole Indosuez Tiirk Bank A.S. in 2000. The Bank took over all of the assets
and liabilities (except its deposit) of Istanbul Bankast. In 2004 Credit Lyonnais (Paris)
Headquartered in France took over all the assets and liabilities excluding deposits of istanbul
Tirkiye Central Branch. On June 17, 2004, the title of the Bank was changed to Calyon Bank
Tirk A.$. As of March 2, 2010, Bank’s title was changed as "Credit Agricole Yatinm Bankasi
Tiirk A.S.".
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Commercial | Date of
Title Establishment | Historical Development / Status Changes/ Capital Structure
Started to operate in 1993 under the title of Tat Yatinm Bankasi A.S. In 2006, the shares
corresponding to 99.95% of the capital of Tat Yatinm Bankasi A.S. were transferred to Merrill
Merrill Lynch Lynch European Asset Holdings Inc. The title of the Bank was changed as Merrill Lynch Yatinm
Yatirim Bank 1993 Bank A.S. In 2009, indirect share of BAC in the Bank reached 100% as a consequence of merger
AS. Merrill Lynch&Co. Inc. (M&L), the majority shareholder of Merrill Lynch Yatinm Bank A.S.
(Bank), and MER Merger Corporation (MER) whose entire shares belong to Bank of America
Corporation (BAC).
Taib Yatirm Founded in 1987 under the title Yatinm Bank A.S$., in 1997 its title was changed into Taib
Bank A.S. 1987 Yatinim Bank A.S. 99.27% of the Bank’s capital belongs to Taib Bank.
Participation Banks
Al Baraka 20.56% of Albaraka Bankacillk Grubu (ABG) which originates from Middle East, Islamic
Tirk Katihm 1985 Development Bank and a domestic industrial company (Hak Yatirim Sanayi ve Ticaret A.$.) is
B.AS. public and 61.89% belongs to direct foreign partners.
Started to operate in 1996 under the title of Asya Finans Kurumu A.S. (Asian Finance
Institution). In 2005 its title was changed into Asya Katiim Bankasi A.S. (Asian Participation
Bank). 44.15% of the Bank’s capital is public and 55.85% belongs to other shareholders (231).
Asya Katiim 1996 Pursuant to the resolutions of the Board dated January 8, 2009 and Nr. 2979, dated May 28,
Bankasi A.S. 2009 and Nr. 3199, dated September 3, 2009 and Nr. 3334, dated October 15, 2009 and Nr.
3396 and dated December 17, 2009 and Nr. 3461, four natural persons and two legal entities
took over the share by total of TL 11.281.890 having A group 1 TL nominal value within the
paid-up capital of Asya Katilim Bankasi A.S.
Founded in 1989 under the status of Private Finance Institution, in 1999 its title was changed
Kuveyt Tiirk 108 as Kuveyt Tiirk Katiim Bankasi A.S. 62.23% of Kuveyt Tiirk’s capital belongs to Kuwait Finance
Katihm B. A.$ 393 House, 9% belongs to Kuwait Public Institution for Social Security, 9% to Islamic Development
Bank, 18.71% to Vakiflar Genel Miidirligii and 2% to other shareholders.
Founded in 18984 under the title Faisal Finans. Dar Al-Maal Al-islami S.A. (DMI) Group, which
is the owner of the company’s shares, sold its shares to OLFO S.A., domiciled in Switzerland in
Tiirkiye 1998. In 2001, 38.82% of the institution’s shares were taken over by Sabri Ulker and at the
Finans same date title of the institution was changed as Family Finans Kurumu A.S. In 2001, the share
Katiim B. 1984 of Sabri Ulker within the capital structure of the institution has reached 98.63%. Anadolu
AS. Finans Kurumu which started to operate in 1991 and Family Finans were merged in 2005 and

under the title Tiirkiye Finans Katiim Bankasi A.S. within the same year.64.67% of the Bank’s
capital belongs to Suudi Arabistan Ulusal Ticaret Bankasi.

Banks under the Structure of the SDIF

Birlesik Fon
BankasI A.S.

BRSA

1958

Founded as a local bank in 1958 Caybank A.$., changed its status to national bank in 1964. In
1988, pursuant the Council of Ministers Decision, its permission to conduct banking activities
and to accept deposit was annulled; in 1990 this permission was re-granted. Its title was
changed into Derbank A.S. in 1992. In 1998, the Bank passed to the corporation of Bayindir
Holding and taking the title of Bayindirbank A.S. In 2001, the Bank was transferred to SDIF.
Afterwards in 2002, the Ege Giyim Sanayicileri Bankasi A.$. was merged within the corporation
of Bayindirbank A.S. On April 5, 2002, Etibank A.S. (with Eskisehir Bankasi T.A.S. and interbank
A.S. which were transferred to Etibank T.A.S. in 2001), ktisat Bankasi T.A.S. and Kentbank A.S.
were merged within Bayindirbank A.S. with all their assets and liabilities. Finally on September
30, 2002 Toprakbank A.S. was merged with Bayindirbank A.S. In 2005 the commercial title of
Bayindirbank A.S. was changed to Birlesik Fon Bankasi A.S.
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6. NON-BANK FINANCIAL SECTORS

6.1. Leasing Sector Market Structure

6.1.1. Developments in Leasing, Branching and Personnel

Number of firms operating in leasing sector has decreased due to the effect that certain firms
could not adapt to the Regulation' published in 2006. In the sector, 47 firms are operating by
end-2009 where the number of personnel has decreased by 11% compared to the previous
year, and 22% to 2007. The state is evaluated as effect of global financial crisis on the
employment. The number of branch office does not display a movement parallel with other
indicators in the sector in which branching is rare.

Development of the number of Branches Personnel and Firms

2000 100
80 2006 2007 2008 2009
1500
60 Number of Leasing Firms 81 68 50 47
1000 .
Number of Personnel (Left Axis) 4o Number of Branch Office 3 10 18 17
s Number of Leasing Firms
00 i
> Number of Branch Office 20 Number of Personnel 1311 1557 1427 1.271
[0} (o]
2006 2007 2008 2009

When analyzed by scale'?, it can be observed that there was a decrease in the number of
small size firms. The number of large size firms and medium sized firms was 7 and 12
respectively and the number of small sized firms was 28 by December 07, 2009. There exists
only 3 firms’ branch office in the sector in which there are 18 branch offices in total. Due to the
slowdown in the economy, a decrease in the number of customer and personnel in scale
basis has been observed and in the sector large sized firms have 54% share unemployment
and 74% share in the customers.

Structural Indicators by Scale Groups

2008 2009

Large  Medium Small Sized  Total Large Medium  Small Total
(Person, Unit) Sized Sized Sized Sized Sized
Number of Leasing Firm 7 10 33 50 7 12 28 47
Branch Office 1 7 (o] 18 1 7 (o] 18
Personnel 751 442 234 1.427 691 410 179 1280
Number of Credit Customer (Unit) 54.459 14.775 4.343 73.577 44.614  12.677 2.719 60.010
Personnel Number per Firm 107 44 7 29 99 34 6 27

6.1.2. Concentration Indicators

In leasing sector, experiencing decrease in activity volume in 2009, it is analyzed that the asset
concenfration decreased by a certain amount as compared to the previous year and the
share of medium sized firms in total assets increased. In the period, experiencing a decrease
amounting fo 2 points of the shares of first 5 firms and 1 point in the share of first 10 firms, HHI
relating to asset concentration has declined to 851 points.

18 *Regulation on Leasing, Factoring, Finance Firms' Establishment and Activity Principles”

17 Firms whose share of asset size within the sector were over 5% were classified as Large sized , between 1%-5%
as medium sized, with the remaining below 1% as smalll sized leasing firms.
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Chart 6.1-2: Asset Share Distribution and Concentration Indicators
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It can be seen that the first ten firms, in leasing field, with the highest share within fotal assets,
have not changed for the last two years. The main actors of the sector are affiliates of the

banks.

Table 6.1-2: The Share of First 10 Firms in Assets

Share Cumulative

Share Cumulative

Share Cumulative

2006 (%)  Share(%) 2008 (%)  Share (%) 2009 (%)  Share (%)
1 Yapi Kredi F.K. 17,9 17,9 Yapi Kredi F.K. 18,5 18,5 Yapi Kredi F.K. 16,2 16,2
2 Garanti F.K. 15,7 33,6 Garanti F.K. 14,1 32,6 Garanti F.K. 12,9 29,1
3 ig F.K. 8,2 41,8 Deniz F.K. 10,6 43,2 Deniz F.K. 10,9 40,0
4 Finans F.K. 6,8 48,6 Finans F.K. 8,6 51,8 Finans F.K. 9,1 49,1
5 Deniz F.K. 6,6 55,2 Fortis F.K. 7,4 59,2 is F.K. 8,0 57,1
6 Ak F.K. 5,9 61,1 is F.K. 6,4 65,6 Ak F.K. 7,8 64,9
7 Fortis F.K. 5,5 66,6 Ak F.K. 6,4 72,0 Fortis F.K. 6,3 71,2
8 FFK Fon F.K. 5,2 71,8 TEB F.K. 4,0 76,0 TEB F.K. 3,5 74,7
9 TEBF.K. 3,9 75,7 FFK Fon F.K. 3,1 79,1 FFKFonF.K. 3,0 77,7
10 Citilease F.K. 3,8 79,5 Halk F.K. 2,5 81,6 Halk F.K. 2,8 80,5

When distribution of loans in leasing sector were analyzed, it can be seen that share of the first
10 firms were above 80%. Due to the fact that number of medium-sized firms has increased,
the share of the firms in loans has increased and the share of small sized firms has declined On
the other hand, HHI relating to loan concentration has increased to 907.

Table 6.1-3: Total Loan Volume and Concentiration Indicators

Total Loans (%)

First 5 Firms

First 10 Firms

HHI

Distribution as to Scale
Large Sized

Medium Sized

Small Sized

BRSA

2006 2007 2008 2009
55 60 46
79 81 78
878 984 919
72 72 72
32 21 21
6 7 7

58 Leasing Firms

82

907 Development and Investment Banks 3 1,3
. Participation Banks 5,9 15,4
24 Total 100 100
4

84

Functional Distribution (%)

2006 2007

2008 2009

91 83,3 97,5 97,5

0,7 1,2
1!9 1!3
100 100

Structural Developments in Banking /December 2009



Expanding of Leasing Transaction Volume and Comparison of Penetration Ratio

In global leasing sector, in which transaction volume has decreased in 2008 The biggest
contraction has happened in North America. While the transaction volume in USA has
declined by 2.2%, Mexican leasing sector has by 36.5%. While the highest decrease in
Europe was 34.1% with Spain, the leasing volume was increased in Scandinavian counfries. In
Asia where Russia is first in ranking, China, with more liberalized market conditions whereby
numerous international and domestic firms have entered into the sector, has expanded
87.5% in 2008. Japan, where the sector has shrinked by 15.4%, has left the second rank in
world markets to Germany. Turkey has been one of the most effected countries where
leasing sector has shrinked by 35%.

Leasing Leasing
Transaction % Market Transaction % Market
Volume Penetration Volume Penetration
(Billion $) Change% (Billion $) % Change
Countries 2008 2007-2008 Countries 2008 2007-2008
America 110,0 -2,2 16,4 Denmark 8,4 16,8 17,4
Germany 71,6 -0,1 16,2 Korea 7,9 10,5 10,5
Japan 67,0 -15,4 7,2 Norway 7,4 2,3 24,6
Brazil 45,3 46,3 23,8 Belgium 6,7 10,2 8,4
France 40,2 3,6 12,2 The Czech Republic 6,3 -11,7 16,9
italy 39,7 -18,5 16,9 Romania 6,3 22,8 10,6
Russia 24,8 -18,3 7,4 Australia 6,2 -0,1 10,0
China 21,9 87,5 2,2 Portuguese 58 -5,0 21,2
England 19,2 4,6 20,6 Colombia 5,7 1,9 n.d.
Canada 18,5 -5,2 19,6 Hungary 5,6 1,7 27,3
Spain 17,0 -34,1 6,1 South Africa 4,8 -10,0 n.d.
Poland 12,5 8,6 14,9 Turkey 4,7 -35,0 71
Switzerland 10,9 -5,0 14,2 Greece 3,7 -10,6 7,6
Sweden 10,4 0,5 19,4 Mexico 3,6 -36,5 n.d.
Netherlands 9,2 3,0 7,5 Other 33,6
Austria 8,8 2,7 17,9 Total 760,2

Resource: World Leasing Yearbook (2010)

One of the structural criteria in leasing sector in various countries is the penetration ratio
(Leasing Transaction Size/Fixed Equipment and Equipment Investments*100), in which leasing
fransactions volume amount is monifored in comparison with all fixed equipment and
equipment investments size. The ratio eliminates the difficulties of comparison emanating
from the countries’ current market sizes and enables establishing relations between
investments that can be subject fo leasing and leasing fransactions volume basically. The
penetration ratfios in America and EU countries are relatively high in level. The ratiois 16.4% in
USA, 16.2% in Germany, 20.6% in England, 12.2% in French, 23.8% in Brazil, 7.4% in Russia, 2.2%
in China, 7.2% in Japan. The penetrafion ratio amounting to 7.1% in Turkey is closer o Asia
average.
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There was an increase in concentration indicators of sector’'s own funds in 2009. When
compared with previous year, while the share of large and small size firms in fotal own funds
has decreased by 1 and 5 points respectively, share of medium sized firms has increased to
25% from 19%.

Own Funds Distribution and Concentration

80 1020
WMl Total Own Funds (%) 2006 2007 2008 2009

60 / 980 First 5 Firms 58 62 47 59

960

First 10 Firms 75 80 76 79
40 940
¥/ 920 b S s 953 o
20 900 Distribution as to Scale
T — 220 Large Sized 58 70 70 69
o} 0
2006 2007 3008 2009 Medium Sized 35 21 19 25
Small Sized 7 9 1 6
e | arge Sized Medium Sized
s Small Sized e HH(Right Axis) Total 1o 2 2 o

While 70.5% of total profit was belonging to large sized firms in leasing sector, the share of
large scale firms’ gain from the total profits has a declining tendency in 2009. While there was
no significant difference when asset and own funds profitability are analyzed on scale basis, it
is seen that small sized firms remained well behind in respect of own funds’ profitability.

Distribution of Profitability as to Scale

2006 2007 2008 2009
Net Period
Profit (%) Distribution ROA ROE Distribution ROA ROE Distribution ROA ROE Distribution ROA  ROE
Large Sized 80 4,4 23 93,4 4 21 71,5 3 20 70,5 4 17
Medium Sized 20 3,5 22 6,6 1 5 21,5 3 20 25,1 4 17
Small Sized 0 o] 0 -10,9 -4 20 7,1 4 15 4,4 4 12
Sector 100 3,8 19 100 3 16 100 3 17 100 4 17

6.2. Factoring Sector Market Structure

6.2.1. Factoring, Branch Office and Personnel Structure

78 firms are operating as of 2009 year-end in factoring sector. Factoring sector, where the
number of firms has decreased during adaptation period, has been least effected sector from
the global crisis among the non-bank financial sector. While the number of personnel has not
shown a significant change, an increase in the number of branch offices was observed in the
sector.

Development on the Number of Branch Office Personnel and Firms

%

100 3.200
—_— 2006 2007 2008 2009
80 —— 3.000
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60 i Number of Factoring Firm ’ Firm 86 87 81 78
sims Number of Branch Office 2.600 Number of Branch
40 Number of Personnel (Right Axis) 3
8 2.400 Office 3 16 20 26
" // 2.200
0 ».000 Number of Personnel ~ 2.425 2.912 3.009 2.959
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When 78 firms operating in the factoring sector , is analyzed by scale, it can be seen that the
number of large sized firms remained same and the number of small sized firms has
decreased by December 2009. In the sector where there existed 26 branch offices in total,
while 8 firms has gone through branching, however no large firms are opening branches. 85%
of the employment in the sector is is in medium and small sized firms. Medium and small sized
firms in factoring sector, which the number of customers has decreased approximately 23% as
fo the previous year, has a share of 89% of total customer number in the sector.

Structural Indicators by Scale Groups

2008 2009
Large Medium Small Large Medium  Small

(Person, Unit) Sized Sized Sized Total  Sized Sized Sized Total
Number of Factoring Firm 6 15 60 81 6 17 55 78
Branch Office 5 0 15 20 0 12 14 26
Personnel 520 877 1.612 3.009 446 1.117 1.396 2.959
Number of Credit Customer (Unit) 5.274 26.750 18.204 50.228 4.643 21.071 15.283 40.997
Personnel Number per Firm 87 58 27 37 74 66 25 38
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Comparative Structural Indicators relating to Factoring Sector

The transaction volume in factoring sector, in which 1.909 firms are active in the world by end-
2009, has decreased by 3.14% on Euro basis as to the previous year. While there are 484
factoring firms in EU countries and 350 factoring firms in USA, 78 factoring firms are operating in
Turkey. Turkey is over the Europe average in respect of number of firms.

Number of Firms and Factoring Transaction Volume as to Countries

Number Transacti

EUR Billion of Firms on per
Firm
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2009 (IR
Countries Billion)
Germany 23,5 29,4 30,2 351 450 551 72,0 89,0 106,0 96,2 55 1.749,1
Belgium 8,0 9,0 9,4 1,5 13,5 14,0 16,7 19,2 22,5 23,9 7 3.417,3
Czech Republic 1,0 1,2 1,7 1,9 2,6 2,9 4,0 4,8 5,0 3,8 8 470,0
Denmark 4,0 5,5 5,2 5,6 6,8 7,8 7,7 8,5 5,5 7,1 5 1.420,0
Estonia 0,6 1,4 2,1 2,3 3,9 2,4 2,9 1,3 1,4 1,0 4 250,0
Finland 751 7,4 9,0 9,1 8,8 9,2 11,1 12,7 12,7 10,8 4 2.688,0
French 52,5 67,7 67,4 73,2 81,6 89,0 100,0 122,0 135,0 128,2 15 8.545,5
The Netherlands 159 12,8 20,1 175 19,6 23,3 255 31,8 30,0 30,0 5 6.000,0
England 123,8 136,1 156,7 160,8 184,5 237,2 248,8 286,5 188,0 195,6 50 3.912,3
Sweden 12,3 5,3 10,2 1,0 14,5 19,8 21,7 22,0 16,0 18,8 40 469,0
Spain 19,5 23,6 31,6 375 454 555 668 83,7 100,0 104,2 24 4.342,6
italy 10,0 124,8 134,8 132,5 121,0 11,2 120,4 122,8 128,2 124,3 45 2.761,1

Greek Populated Southern
1,4 1,6 2,0 2,0 2,1 2,4 25 30 33 34 3 1.116,7

Cyprus

Latvia vy vy vy vy 0,2 0,0 0,3 1,1 1,5 2,5 7 357,1
Lithuania vy vy vy vy 1,0 1,6 1,9 2,7 3,4 1,8 8 219,4
Luxembourg v.y v.y 0,2 0,3 0,3 0,3 0,3 0,5 0,6 0,3 1 349,0
Hungary 0,3 0,5 0,6 1,1 1,4 1,8 2,9 3,1 3,2 2,5 28 90,0
Poland 2,1 3,3 2,5 2,6 3,5 3,7 4,4 7,9 7,8 12,0 20 600,0
Portuguese 9,0 10,2 11,3 12,2 14,7 17,0 16,9 16,8 18,0 17,7 13 1.362,4
Slovakia 0,2 0,2 0,2 0,4 0,7 0,8 1,3 1,4 1,6 1,1 8 141,3
Slovenia 0,1 0,1 0,1 0,2 0,2 0,2 0,3 0,5 0,7 0,7 5 130,0
Greece 1,5 2,0 2,7 3,7 4,4 4,5 5,2 7,4 10,2 12,3 12 1.025,0
Turkey 6,4 3,9 4,3 53 80 1,8 149 19,6 18,1 20,3 78 260,0
USA 102,3 1017 91,1 80,7 81,9 94,2 96,0 150,2 100,0 88,5 350 252,9

Resource : World Factoring Yearbook, Factors Chain International
While France was in the first rank in respect of transaction volume per firm with Euro 8.5 billion,

where there are 15 factoring firms; Netherlands, Spain, England and Belgium are following
respectively in ranking. Turkey has a transaction volume amounting to Euro 260 Billion per firm.
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6.2.2. Concentration Indicators

Factoring sector is drawing attention as the sector where there is least concentration within
the non-bank financial sector. The concentration in assets in 2009 has decreased a certain
amount as to the previous year. Nonetheless, as compared to 2007, corresponding to the
period before global crisis, it can be seen that large sized firms are preferred more in
discounting the receivables period when the concenfration increases. In factoring sector
where especially the share of medium sized firms in asset increased, HHI relating to asset
concenfration has decreased to 591 points in 2009.

Asset Share Distribution and Concentration

6o % Asset(%) 2006 2007 2008 2009
50 /\ First 5 Firms 42 40 52 46
First 10 Firms 60 57 66 65
40 \\// HHI 522 451 616 591
30 Distribution as to
Scale
20 A\ Large Sized 44 35 55 52
Medium Sized 36 46 24 32
10 e Large Sized Medium Sized Small Sized 20 19 31 16
o e Small Sized HHI (Right Axis) Total 100 100 100 100
2006 2007 2008 2009

In Factoring firms it can be seen that other firms besides companies with bank partners are
included in first 5 firms and first 10 firms in respect of asset size.

Firm Concentration in Assets

Share Cumulative Share Cumulative Share Cumulative
2006 (%) Share (%) 2008 (%) Share (%) 2009 (%)  Share (%)
1 YapiKredi Fakt. 15,5 15,5 Yapi Kredi Fakt. 18,7 18,7 Yapi Kredi Fakt. 14,7 14,7
2 Fiba Fakt. 8,1 23,6 Garanti Fakt. 1,6 30,3 Garanti Fakt. 10,9 25,6
3 Garanti Fakt. 7,5 31,1 Fiba Fakt. 6,9 37,2 Fiba Fakt. 8,2 33,8
4  Deniz Fakt. 6,0 37,1 TEB Fakt. 8,2 45,4 Girisim Fakt. 6,4 40,2
5  Fortis Fakt. 4,8 41,9 Deniz Fakt. 6,1 51,5 Deniz Fakt. 6,0 46,2
6  Girisim Fakt. 4,4 46,3 Kapital Fakt. 4,2 55,7 Vakif Finans Fakt. 5,5 51,7
7  Kapital Fakt. 4,4 50,7 Lider Fakt. 3,3 59,0 TEB Fakt. 4,2 55,9
8  TEB Fakt. 3,7 54,4 Vakif Finans Fakt. 2,8 61,8 Kapital Fakt. 3,9 59,8
9  Kurtulus Fakt. 3,2 57,6 Girisim Fakt. 2,6 64,4 Lider Fakt. 2,9 62,7
10  Ekspo Fakt. 2,4 60,0 Seker Fakt. 2,0 66,4 s Fakt. 2,6 65,3

Concentration in factoring receivables is in the same level with concentration in assets. The
share of first 5 and 10 firms in receivables has increased. When analyzed on scale basis, it can
be seen that share of medium sized firms has increased and the share of small sized firms has
decreased. HHI, an indicator of concentration, has decreased in 2009 as to the previous year
and has increased as compared to years before global crisis.
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Receivables asto Scale And Concentration Indicators

60 Total Loans (%) 2006 2007 2008 2009
50 % First 5 Firms 42 41 36 46
-_ First 10 Firms 60 56 60 65

40 ~_ HHI 535 479 715 634

30 Distribution as to
Scale

20 _—_/\ Large Sized 42 36 54 50
10 s | arge Sized Medium Sized Medium Sized 39 45 24 33
s Smal| Sized HHI (Right Axis) Small Sized 19 19 22 17

° Total 100 100 100 100

2006 2007 2008 2009

Own funds concentration in factoring sector is less than the concentration in loans and profits
in factoring sector. This state is a result of the fact that foreign resource ufilization has
tfendency to increase as the scale of the firms expands and is a result of minimum capital
requirements. Nonetheless while the share of large and medium sized firms in own funds has
increased a certain amount, the share of small sized firms in own funds has decreased. It can
be seen that the share of first 5 and first 10 firms in own funds has increased certain amount.
Likewise, HHI relating to own funds concentration has increased as to the previous year.

Indicators of Distribution and Concentration of Own Funds

60 600
% Total Own Funds (%) 2006 2007 2008 2009
>0 500 First 5 Firms 37 22 23 36
40 400  First 10 Firms 54 52 36 52
> HHI 409 493 372 397
30 300 R
Distribution as to Scale
20 . . ) 200 Large sized 31 21 26 31
Large Sized Medium Sized . .
1o | s Small Sized HHI (Right Axis) 100  Medium Sized 39 56 39 42
Small Sized 30 23 35 27
o 0 Total 100 100 100 100
2005 2006 2007 2008 2009

As a result of the effects of global financial crisis in 2009, with the effect of the decrease in
nominal interest ratios, the profitability performance in factoring sector has decreased as to
the previous years. When analyzed on scale basis, while the share of large and small sized
firms in total profits has decreased, it can be seen that the share of medium sized firms has
increased. Likewise, medium sized firms have a better performance in respect of assets and
profitability of own funds p.

Distribution of Profitability as to Scale

2006 2007 2008 2009
(%) Net Period Profit Distribution ROA ROE Distribution ROA ROE Distribution ROA ROE Distribution ROA ROE
Large Sized 55 9,8 498 235 3,8 243 550 3,6 24,2 53,1 21 14,3
Medium Sized 33 72 24 63,5 7,9 23,9 23,7 8,1 16,2 35,7 51 16,3
Small Sized 12 4,6 1, 13 3,8 12,0 21,3 8,3 16,7 11,2 2,5 6,2
Sector 100 7,8 28 100 56 21,3 100 5,6 18,5 100 3,1 13,0
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6.3. Consumer Finance Sector Market Structure

6.3.1.

Financial Firms, Branch Office and Personnel Structure

In consumer financial sector, in which the number of firms operating did not change, while

one new firm started operating, one financial firm has gone out of the system in 2009. The

number of branch Office and personnel has decreased in the sector.
Number of Branch Office, Personnel and Firms

12 560
%
10 Lo 540 2006 2007 2008 2009
— 520
8 e Number of Consumer Finance Firms Number of Consumer
) 500 . . 9 9 10 10
6 Number of Branch Offices 80 Finance Firms
Number of Personnel (Right Axis) 4 X
. 460 Number of Branch Office 6 3 3 1

440

2 420 Number of Personnel 443 474 544 512
o 400

2006 2007 2008 2009

When analyzed on scale basis, it can be seen that the number of large sized firms was 6,
medium sized firms 2 and small sized firms 2. Financial firms do not prefer branching since they
reach new customers and extend loans thorough the head office. There was only 1 branch
office in the sector by end-2009. While the number of total personnel decreases to 512 from
544 in the sector, where organic recession was experienced, the employment concentration is
high in large sized firms. By the effect of demand decrease in the economy in 2009, the
number of customers has decreased significantly as to the previous year.

Structural Indicators by Scale Groups

2008 2009

Large  Medium  Small Total Large Medium Small Total

Sized Sized Sized Sized Sized  Sized
Number of Consumer Finance Firms 5 3 2 10 6 2 2 10
Branch Office 0 3 (o] 3 (o] 1 (o] 1
Personnel 351 163 30 544 430 59 23 512
Number of Customer (unit) 219.915  137.463 97 357.475 228.252  1.190 234  229.676
Number of Personnel per Firm 70 54 15 54 72 30 12 51

6.3.2.

Concentiration Indicators

In financial sector, it can be seen that asset concenfration has decreased by a certain
amount in 2009 and the concentration has continues to remain moderate HHI concentration
index has decreased to 1.804 carrying on its decrease in recent years.

Total Asset and Concentration Indicators

120 4.000
K (%) Asset 2006 2007
100 ~—— First 3 Firms 88,7 81,0
80 3.000 First 5 Firms 95,8 92,7
6 HHI 3.088 2.626
0
e | arge Sized Medium Sized As to Scale
40 Small Sized HHI (Right Axis)  >.000 Large Sied 87,6 92,7
20 Medium Sized 12,2 7,0
Small Sized 0,2 0,3
0 1.000
Total 100 100
2005 2006 2007 2008 2009
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2008 2009
74,6 69,5
89,0 84,0
1.941  1.804
87,1 91,0
11,9 7,9
0,9 1,1
100 100
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There was a decrease amounting to 1.4 in the first 3 firms and 3.1 in the first 5 firms last year. As
a result of an increase in the number of large size firms, the share of the firms has increased to
91%. As of 2009, while the share of two medium sized firms decrease, the share of small sized
firms was realized as 1.1%.

First 5 Firms Concentration in Assets

Share Cumulative Share Cumulative Share Cumulative
2006 (%)  Share (%) 2008 (%)  Share (%) 2009 (%)  Share (%)
1 VW Dogus T.F. 47,3 47,3 VW Dogus T.F. 31,8 31,8 VW Dogus T.F. 24,6 24,6
2 KogT.F. 24,7 72,0 Kog T.F. 23,3 55,1 Merc.-Benz F.Tlrk 23,9 48,5
3 Merc.-Benz F.Tark 16,7 88,7 Merc.-Benz F.Tlrk 19,5 74,6 Kog T.F. 21,0 69,5
4 Scania T.F. 3,9 92,6 Kog Fiat Kredi T.F. 7,8 82,4 Kog Fiat Kredi T.F. 7,5 77,0
5 TEBT.F. 3,2 95,8 Scania T.F. 6,6 89,0 TEBT.F. 7,0 84,0

HHI index for loan concentration, presenting an outlook similar to asset concentration, has
decreased to 1953 as of 2009 by carrying on ifs tendency fo decrease. On the other hand, when
analyzed on scale basis, it can be seen that more than 90% of the loans are being extended by
large sized firms.

Loan Distribution and Concentration

100 ; g Total Loans (%) 2006 2007 2008 2009

=

80 First 3 Firms 88,7 81,7 74,7 73,2
First 5 Firms 95,7 93,1 89,1 86,8

60 3% Hh 3.163  2.641 2.093 1.953,7

s | Argle Sized Medium Sized Distribution as to Scale

40 Small Sized HHI (Right Axis) Large Sized 88,7 93,1 89,1 91,8
*%" Medium Sized 1,3 6,9 10,6 7,6
20 Small Sized 0 0 0,3 0,7
Total 100 100 100 100

2006 2007 2008 2009

In financial firms, minimum capital obligatfion, as in non-bank financial sectors, is creating a
decreasing the concentration effect in own funds indicators. Within the scope of that, the own
fund concentration in consumer financial sector is less than asset and loan concentration. HHI
relating fo own funds concentration has decreased to 1.727. On the other hand, due fo the fact
that the number of large-sized firms has increased, the share of medium sized firms' in own fund
has decreased.

Own fund Distribution and Concentration

100 3.000 Total Own funds (%) 2006 2007 2008 2009
% First 3 Firms 756 73,5 557 61,0
8o //\/ First 5 Firms 91,3 89,1 72,0 82,9
60 2.000 HHI 2.448 2209 1.800 1.727
. ) . Distribution as to
s | arge Sized Medium Sized
40 Small Sized HHI (Right Axis) Scale
maltsze g 1.000 Large Sized 756 89,1 72,0 78,0
20 i 21,1 8 19,6 16,5
o o Small Sized 3,3 2,9 8,4 5,4
Total 100 100 100 100
2006 2007 2008 2009
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Distribution of Profitability as to Scale

2006 2007 2008 2009
Net Period Profit (%) Distribution ROA ROE Distribution ROA ROE Distribution ROA ROE Distribution ROA ROE
Large Sized 91,4 1,4 23,5 80,8 1,1 15,0 87,1 0,3 4,1 78,7 0,3 3,3
Medium Sized 7,1 0,8 6,6 17,1 3,1 35,1 1,9 -1,4 -10,8 25,8 1,0 5,0
Small Sized 1,5 8,5 8,7 2,1 1,5 12,1 0,9 50 6,8 -4,5 1,1 2,7
Sector 100 1,4 19,4 100 1,3 16,5 100 o,1 8,0 100 0,3 3,2

The share of large sized firms in total profits has declined in consumer finance sector in 2009.
Large and medium sized firms in the sector have made profits even though their amounts
were less as to the previous years. On the other hand, small sized firms, the most affected
group, have incurred losses in 2009. Medium sized firms, incurring losses in 2008, have provided
performance above the sector average this year. ROA and ROE ratios of consumer finance
sector are far behind the period before crisis.
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