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» In April, as a sense that the worst of global crisis might be over, started to gain weight on
the markets, stock exchanges displayed an increasing trend in the world.

» Relatively strong performance of the banking sector in the first quarter of 2009 was
interpreted as the governmental efforts in developed countries to revive the financial sector
have been effective in preventing further losses. The concerns on the quality of loans given
by banks raised some doubts about sustainable profitability of the banking sector. In this
respect, the markets focused on the outcome of the stress test applied on financial
institutions by the US government.

» The IMF and the World Bank expected that the global economy would contract by 1.3%
and 1.7% in 2009, respectively. On the other hand, the statements about the slowing pace of
the contraction in the US economy in April supported the view that the worst of the global
crisis might be over in the coming period.

» Industrial production, capacity utilization ratio, employment and balance of payments
figures indicated the continuation of the contractionary trend in the Turkish economy.
Besides, decrease in the tax revenues in line with the stagnation in the economy affected the
budget balance adversely. Negative impacts of fiscal stimulus packages of the government
are expected to be seen on budget expenditures in the following months.

» According to the Pre-Accession Economic Programme prepared by the government,
Turkish economy is expected to contract by 3.6%, current account deficit is projected to be
realized as $11 billion, public sector gross debt stock to GDP ratio and budget deficit to GDP
ratio are expected to rise to 43.1% and 5%, respectively in 2009.

» The government decided to give support to the financing of non-bank sectors and
implementation of Treasury guarantee for commercial loans. The volume of credits extended
to the real sector is expected to increase in the following period due to this arrangement.
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OVERVIEW
Relatively positive In April, as a sense that the worst of global crisis might be over, started to gain
outlook in the global weight on the markets, stock exchanges displayed an increasing trend in the world.

financial markets... In this period, parallel to the improvement in the global risk perception, interbank

interest rates in developed countries and the risk premiums of developing countries
declined.

Stress test would clarify Financial markets made a positive start to April due to the international cooperation

the situation in the against the global crisis decided at the G-20 summit on April 2". Besides, relatively

banking sector. strong performance of the banking sector in the first quarter of 2009 was interpreted
as the governmental efforts in developed countries to revive the financial sector
have been effective in preventing further losses.

However, the concerns on the quality of loans given by banks raised some doubts
about sustainable profitability of the banking sector. In this respect, the markets
focused on the outcome of the stress test applied on financial institutions by the US

government.
Contraction in global In April, recent data pointed out the continuation of the contraction in global
economy continued. economy. In fact, the IMF and the World Bank expected that the global economy

would contract by 1.3% and 1.7% in 2009, respectively. On the other hand, the
statements about the slowing pace of the contraction in the US economy in April
supported the view that the worst of the global crisis might be over in the coming

period.
Upward trend in In April, there was an upward trend in domestic markets parallel to the global
domestic markets... markets. The rise in the domestic markets stemmed mainly from the strengthening

expectations of an agreement with the IMF after the completion of the local elections
in March. On the other hand, industrial production, capacity utilization ratio,
employment and balance of payments figures indicated the continuation of the
contractionary trend in the economy. Unemployment rate increased to 15.5%, a
record level. Besides, decrease in the tax revenues in line with the stagnation in the
economy affected the budget balance adversely. Negative impacts of fiscal stimulus
packages of the government are expected to be seen on budget expenditures in the
following months.

Pre-Accession Economic

Programme was According to the Pre-Accession Economic Programme prepared by the government,

announced. Turkish economy is expected to contract by 3.6%, current account deficit is
projected to be realized as $11 billion, public sector gross debt stock to GDP ratio
and budget deficit to GDP ratio are expected to rise to 43.1% and 5%, respectively
in 2009.

Implementation of Consumer loans have begun to rise in recent weeks while corporate loans continued

guarantee for real sector  to decline in April. The government decided to give support to the financing of non-

loans... bank sectors and implementation of Treasury guarantee for commercial loans. In

this context, the “Credit Guarantee Fund” would act as a guarantor for 60% of
credits taken by firms. The Treasury aims to create additional funds by issuance of
special type bonds, amounting to TRY1 billion. The volume of credits extended to
real sector is expected to increase in the following period due to this arrangement.
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production became more
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TURKISH ECONOMY

Contractionary trend of Turkish economy became more apparent. In February,
industrial production contracted by 23.7% compared to the same month of the
previous year. Thus, industrial production decreased by 22.5% in the first two
months of the year compared to the same period of the previous year. In this period,
production contracted in all sub-groups of manufacturing industry except tobacco
products.
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Source: Turkstat

In addition to the weakening demand conditions, the low level of capacity utilization
ratio and the contraction in industrial production pointed out that the economy would
display a weak performance in 2009. Considering that the incentive packages
announced by the government would have lagged impacts on the economy and the
negotiations with the IMF were not concluded yet, the economy is expected to
contract in the first half of the year. In this context, we forecast that the economy
contracted by around 10% in the first quarter of the year and the contraction would
be around 4-5% in the second quarter. On an annual basis, Turkish economy would
contract by 3.5% in 2009.

According to the Household Labor Force Survey, the unemplyment rate rose by 3.9
points to 15.5% compared to the same month of the previous year. In this period,
non-agricultural unemployment rate increased by 5.3 points to 19%. In January, the
rise in employed persons remained limited (75,000 persons). On the other hand, the
number of unemployed persons increased to 3,650,000 rising by 1,059,000.

Analysis of the sectoral breakdown of the employment revealed that the number of
employed persons in manufacturing and construction sectors decreased by 316,000
persons and 39,000 persons, respectively. The employment increased by 259,000
and 170,000 persons in agriculture and services sectors, respectively compared to
the same period of the previous year.

Breakdown of Employment by Sectors NELNETRY
(1,000 persons) Share (%) 2009 Share (%) Difference
Employed 19,798 100 19,873 100 75
Agricultural 4,083 21 4,342 22 259
Non-agricultural 15,715 79 15,531 78 -184
Industry 4,427 22 4,111 21 -316
Construction 1,029 5 990 5 -39
Services 10,259 52 10,429 52 170

The figures may not add to totals due to rounding.
Source: Turkstat

In March, exports and imports decreased by 28.4% and 37.5%, respectively, while
foreign trade deficit contracted by 56.8% to $2.3 billion compared to the same month
of the previous year. In this period, import coverage ratio rose to 77.9%.
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($ million)

Exports 11.427 8.178 -28.4 33,136 24,507 -26.0
Imports 16.812 10.503 -37.5 49,177 28,625 -41.8
Foreign Trade Balance -5.385 -2.326 -56.8 -16,041 -4,119  -74.3
Coverage Ratio (%) 68.0 77.9 - 67.4 85.6 -

The numbers may not add to totals due to rounding.
Source: Turkstat

In the first three months of the year, exports decreased in all sectors of
manufacturing industry except tobacco products, manufacture of basic metals and
printing and publishing. In this period, the biggest declines in exports were realized
in coke, petroleum products and nuclear fuel (-71.2%), automotive (-55.2%) and
other transportation vehicles (-37.2%) sectors. In January-March period, 64% rise in
exports of gold, compared to the same period of the previous year, was noteworthy.
The share of the gold exports in total exports increased to 14%.

In March, the adverse impact of the weakening domestic demand on imports
continued. On the other hand, the accelerating decline in imports since June 2008
has lost momentum in March. During this period, imports of capital and intermediate
goods decreased by 33% and 41% respectively, while that of consumption goods
declined by 27%.
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Similar to January, current account balance also recorded a surplus in February. In
February, current account surplus was realized as $343 million, while in the first two
months of 2009, the total surplus reached $597 million. In the same period of the
previous year, the current account balance had given a deficit of $8 billion. 12-month
cumulative current account deficit decreased to $33.1 billion as of February.

The current account surplus in February stemmed mainly from the foreign trade
surplus as a result of the weak domestic demand and low energy prices.

($ million) March 2008-

February 2009
Current Account Balance -33,055 -8,033 597 -
Foreign Trade Balance -44,468 -8,035 680 -
Services Balance 17,696 579 821 41.8
Tourism Revenues (net) 18,330 1,158 1,084 -6.4
Income Balance -8,409 -885 -1,327 49.9
Current Transfers 2,126 308 423 37.3
Capital and Financial Accounts 25,346 8,540 -3,371 -
Direct Investments (net) 15,139 1,630 1,167 -28.4
Portfolio Investments (net) -8,195 610 -2,807 -
Equity Securities 618 -337 -435 29.1
Debt Securities -6,696 1,189 -1,289 -
Other Investments (net) 17,383 6,536 -1,457 -
Loans 20,478 5,270 -1,694 -
Banking Sector 564 1,393 -948 -
Non-Bank Sectors 18,589 4,553 -653 -
Reserve Assets (net) 1,019 -236 -274 16.1
Net Errors and Omissions 7,709 -507 2,774 -

Source: CBRT
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In February, capital and financial accounts recorded a deficit of $2 billion, mainly
due to the net outflow of nearly $2 billion in portfolio investments. In this period, net
capital outflow in debt securities was realized as $1.3 billion. In February, other
investments account also registered a net capital outflow due to the debt
repayments of banks and non-bank sectors. On the other hand, long term debt roll-
over ratio of non-bank sector reached 85%.

In February, foreign direct investments registered a net inflow of $531 million. In the
first two months of 2009, net foreign direct investment inflows decreased by 28.4%
to $1.2 billion compared to the same period of the previous year.

Net errors and omissions item continued to weigh on the balance of payments in
February. In this period, net errors and omissions item was realized as $1.7 billion
while it reached $2.8 billion in the first two months of the year. The increase in net
errors and omissions item could be attributable to the under the mattress holdings
entering the system as well as a partial repatriation of funds held at offshore banks
within the framework of Tax Amnesty Law.

In March, budget deficit increased by 80% to TRY8.8 billion compared to the same
month of the previous year. During this period, primary deficit reached TRY4.3
billion. Thus, the budget deficit was realized as TRY19.1 billion in the first quarter of
2009, while primary deficit exceeded TRY1 billion.

Although budget revenues did not change at all in the first three months of the year,
the budget expenditures rose by 28.8%. The weak performance of the budget was
attributable to this development. During this period, the decline in tax revenues also
confirmed the contraction in the economy.

AnnuoaA: Jan.-Mar. Annu;i Budget Realization

(TRY million) Change 2008 2009 Change Target eI
Expenditures 21,820 17.0 51,562 66,425 28.8 259,156 259,939
Interest Expenditures 4,449 -6.4 13,751 18,090 31.6 57,500 57,979
Non-interest Expenditures 17,372 25.0 37,811 48,334 27.8 201,656 202,926
Revenues 13,053 -5.3 47,188 47,298 0.2 248,758 211,623
Tax Revenues 10,514 -3.7 40,256 38,144 -5.2 202,090 170,072
Other Revenues 2,539 -11.2 6,932 9,154 32.0 46,669 41,552
Budget Balance -8,767 80.0 -4,374 -19,127 7.3 -10,398 -48,316
Primary Balance -4,319 3,604.5 9,377 -1,037 - 47,102 9,663

25.6
315
24.0
19.0
18.9
19.6
183.9

In March, non-interest
expenditures rose by
25%.

Implementation of a
fiscal rule...

Source: Ministry of Finance

In March, budget expenditures increased by 17% compared to the same month of
the previous year. The rise in the budget expenditures was due to 25% increase in
non-interest expenditures despite the decrease of interest expenditures. 22%
increase of current transfers was also noteworthy. This increase stemmed mainly
from the transfers made to Social Security Institution in the form of “state social
security contribution” since November 2008 within the scope of social security
reform and the slowdown in the collection of premium revenues due to the weak
economic conditions.

The government, revised the budget deficit target to TRY48 billion from TRY10
billion as a result of recent economic developments within the context of Pre-
accession Economic Programme that was announced on April 13", 2009. Besides,
government authorities declared that a draft law for the arrangement on fiscal rule
will be submitted to the Turkish Grand National Assembly in 2009 and will be
completely implemented in 2011. Setting a fiscal rule and decreasing the
uncertainties about the fiscal policy would increase the credibility of Turkey in global
markets. Taking into account the tightening external borrowing conditions and
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capital outflows from Turkey, easing uncertainties about Turkish economy in the
global markets would have a critical importance.

CBRT cut the short- The Monetary Policy Committee of CBRT decided to cut short-term interest rates by
term interest rates by 75 basis points, above the expectations, at its meeting on April 16". Thus, CBRT
75 basis points. decreased short-term borrowing and lending rates from 10.50% and 13% to 9.75%

and 12.25%, respectively. The Committee underlined that recent data releases
indicated that domestic economic activity continued to slow down in the first quarter
of the year, problems in international credit markets persisted and there were no
clear signs of improvement in the global economic outlook. In this context, the
downwards pressures on domestic and global demand as well as on the inflation are
expected to continue. On the other hand, the Committee stated that disinflation is
expected to gain pace in the near term, partly driven by the past declines in oil and
other commadity prices and envisaged that the next rate cut may be measured, and
that it might be necessary for the monetary policy to maintain an easing bias for a
considerable period.

BANKING SECTOR

Increasing tendency of ~ As of April 17", 2009, total deposits increased by 0.1% to TRY433.8 billion

FX deposits in Dollar compared to the year-end of 2008. In this period, TRY deposits decreased by 1.7%,

terms in April. while FX deposits in TRY terms rose by 3.4%. However, FX deposits in Dollar terms
contracted by 2.7%. On the other hand, during the last month, TRY deposits and FX
deposits in TRY terms decreased, while FX deposits in Dollar terms displayed an
increasing trend.

Rise in consumer As of April 17" 2009, credit volume decreased by 2.6% to TRY334.3 bhillion

loans... compared to the year-end of 2008. The decrease in credit volume stemmed mainly
from the decrease in other loans which are composed of large scale loans and
installment commercial loans. Analysis of the course of the credit volume in April
pointed out that the declining trend has continued. However, consumer loans tended
to increase thanks to the rise in personal finance, housing and vehicle loans. As of
April 17", 2009, personal finance loans increased by 2.2%, housing loans by 0.8%
and vehicle loans by 0.1% compared to the same period of the previous month.

Consumer Loans
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The rise in securities As of April 17", 2009, securities portfolio of the banking sector rose by 10.5% to
portfolio continued. TRY213 billion compared to the year-end of 2008. The increase in securities

portfolio was realized as 1.2% compared to the same week of the previous month.
In this period, “available for sale” securities portfolio increased by 10.6% while “held-
to-maturity” securities portfolio declined by 10.5%.

Rapid rise in securities As of April 17" 2009, securities portfolio held in custody accounts reached

portfolio held in custody ~ TRY117.3 billion, increasing by 1.8% compared to the same week of previous
accounts... month and by 21.2% compared to the year-end of 2008. This development mainly
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stemmed from the increase in non-residents’ securities portfolio in recent weeks in
addition to the rise in residents’ portfolio.

Securities Held In Custody Accounts* (million TRY)
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Banking sector had long g of April 17th, 2009, the net FX position of the banking sector was realized as

position. $566 million. On-balance sheet FX position was -$5,683 million, while off-balance
sheet FX position was $6,249 million.
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Expectations... After the completion of local elections on March 29" 2009, negotiations with

the IMF are expected to gain momentum. However, uncertainties about
relations with the IMF together with contractionary trend of the economy
create pressures on markets. Particularly, public sector borrowing
requirement is expected to increase as a result of the widening budget deficit
during the rest of the year which might cause upward pressure on cost of
funding despite the interest rate cuts by CBRT. In this context, maintaining a
cautious approach in terms of economic and banking sector expectations
would be still beneficial for a while.






ECONOMIC INDICATORS

GROWTH 2003 2004 2005 2006 2007 2008
GDP ($ million) 304,901 390,387 481,497 526,429 648,754 741,792
GDP Growth Rate (%) 5.3 9.4 8.4 6.9 4.7 1.1
INFLATION (%) 2003 2004 2005 2006 2007 2008 Feb.09  Mar.09 -
PPI (annual) 1394 1534 266  11.58 5.94 8.11 6.43 3.46
CPI (annual) 18.36 9.35 7.72 9.65 839  10.06 7.73 7.89
FX RATES 2003 2004 2005 2006 2007 2008 Feb.09  Mar.09
CPI Based Real Effective FX Rate Index 140.6 143.2 171.4 160.1 190.3 168.6 163.1 158.3
$/TRY 1.3958 1.3421 1.3430 1.4131 1.1647 15123 16813  1.6880  1.5968
Euro/TRY 17451 1.8268 1.5904 1.8586 1.7102 21408  2.1442 22258  2.1113
Euro/$ 1.2586 1.3558 1.1840 1.3196 1.4589 1.3978  1.2668  1.3250  1.3226
?: |r.npimcc’:r|‘5)ol= PAYMENTS 2005 2006 2007 2008 Feb.09™" -
Exports 52,394 68,535 78,365 93,611 115364 140,739 17,528
Imports 65,883 91,271 111,366 134,573 162,041 193,922 -16,848
Foreign Trade Balance 13,489 -22,736 -33,001 -40,962 -46,677 -53,183 680
Current Account Balance -7,515 -14,431 -22,088 -32,051 -38,219 -41,685 597
gggg‘;g’g%ﬁlﬁ” el 2005 2006 2008 Feb.09" -
Banks 1,975 5708 9,248 5814 5608 2,905 -948
Long Term 40 2361 6,544 9,766 7,271 582 -249
Short Term 2,015 3,347 2,704 -3952 -1,663 2,323 -699
Other Sectors 1,023 5106 9,875 18,812 258838 23,795 653
Long Term 735 4,765 9,508 18,317 25674 22,802  -1,059
Short Term 288 341 367 495 214 993 406
BUDGET (TRY million) ® 2005 2006 Feb.09 Mar.09"
Expenditures 141,248 152,093 159,687 178,126 204,068 225,967 44,604 66,425
Interest Expenditures 58,527 56,491 45680 45963 48,753 50,661 13,642 18,090
Non-Interest Expenditures 82,721 95601 114,007 132,163 155,315 175,306 30,963 48,334
Revenues 101,037 122,919 152,784 173,483 190,360 208,898 34,245 47,298
Tax Revenues 82,484 100,342 119,627 137,480 152,835 168,087 27,630 38,144
Other Revenues 18,5653 22,577 33,157 36,003 37,525 40,811 6,615 9,154
Budget Balance -40,210 -29,173  -6,903  -4,643 -13,708 -17,069 -10,359  -19,127
Primary Balance 18,317 27,318 38,777 41,320 35,045 33,592 3,282 -1,037
Domestic Debt Stock 139.3 167.3 1824 1789 2192 1817 171.2 173.2
External Debt Stock 63.3 68.6 64.6 66.6 67.1 69.8 67.9 68.3
Total 202.6 2358 2471 2455 286.3 251.5 239.1 241.5

Source: Turkstat, CBRT, Treasury, Ministry of Finance, Reuters
(1) Cumulative figures
(2) Data are according to the Central Government Budget.
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BANKING SECTOR

DEPOSITS é‘j}’;‘i‘t':)‘“"g 2006 2007 2008() : .09 Apr.17,09q1) Change® (%)
Total Deposits (TRY million) 296,815 340,165 433,393 442,671 443,724 433,846 0,1
TRY 181,532 221,384 282,872 286,578 284,412 278,136 1.7
FX 115,283 118,781 150,521 156,093 159,312 155,710 34
FX ($ million) 82,257 102,601 101,630 92,943 97,339 98,856 -2.7
FX deposits/Total deposits (%) 38.8 34.9 34.7 35.3 35.9 35.9 -
igggﬁlr\TJITEss (1|:IIEYL 3i|||'i‘lo.(1:)USTODY 2008(1) Apr. 17, 091y Change’ ((I:f;;

(market value)

Total 97,943 98,941 96,779 112,455 114,535 117,252 21.2
Residents 62,523 62,846 69,739 87,000 89,639 91,223 30.8
Non-Residents 35,420 36,095 27,040 25,455 24,897 26,030 -3.7

SECURITIES PORTFOLIO (TRY million) 2008(1) Mar.09 Apr.17,09(1) Change” ((Im

Total 158,871 164,105 192,810 210,437 209,925 212,970 10.5

T o) (g o 2008 R

Credit Volume 207,830 262,564 343,247 343,368 340,308 334,270 -2.6
TRY 153,316 198,935 243,990 237,949 237,428 236,587 -3.0

FX 54,514 63,629 99,257 105,419 102,881 97,683 -1.6

Retail Loans 91,584 124,645 152,589 150,795 149,535 150,531 -1.3

Consumer and Installment Com. Loans 69,942 98,071 119,128 117,584 116,912 117,471 -1.4

Consumer Loans 45,931 65,813 81,413 80,580 80,759 81,404 0.0

Housing 22,165 30,898 37,658 37,185 37,375 37,619 -0.1
Automobile 6,405 5,928 5,397 4,937 4,819 4,793 -11.2
Personal Finance Loans 15,884 26,019 33,195 33,328 33,449 34,062 2.6

Consumer and Commercial Credit Cards 21,642 26,574 33,461 33,211 32,623 33,060 -1.2

Retail Loans/Total Credits (%) 441 47.5 44.5 43.9 43.9 45.0 -

NPL RATIO (%) Mar.09 Apr. 17, 09

Total Loans 3.8 3.6 3.5 4.1 4.2 4.5

Retail Loans 2.4 25 3.8 4.6 4.9 5.0

Consumer and Installment Com. Loans 0.8 1.5 2.9 3.7 3.9 4.0

Consumer Loans 0.8 1.3 2.2 2.8 3.0 3.1

Consumer and Commercial Credit Cards 7.3 6.2 6.7 7.6 8.3 8.4

gﬁﬂ:ﬁﬂ? SECTOR NET FX POSITION Mar.09 Apr. 17, 09

Total 184 -296 -91 -9 323 566

On-Balance Sheet -5,467 -10,511 -4,129 -974 -3,517 -5,683

Off-Balance Sheet 5,651 10,215 4,038 965 3,839 6,249

Source: BRSA
(*) Year to date change
Note: Participation banks are not included.
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Tirkiye Is Bankasi A.S. by using the information from publicly available sources believed to be reliable, solely for information purposes, has prepared this
report. It is not intended to be construed as an offer or solicitation for the purchase or sale of any financial instrument or the provision of an offer to provide
investment services. No representation or warranty, express or implied, is made as to the accuracy or completeness of the information contained in this
report. All information contained in this report is subject to change without notice. Tiirkiye Is Bankasi A.S. accepts no liability whatsoever for any direct or

consequential loss arising from any use of its publication or its contents.

Copyright and database rights protection exists in this publication and it may not be reproduced, distributed or published wholly or partially by any person
for any reason without the prior express consent of Turkiye |s Bankasi A.$. All rights reserved.
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