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TURKIYE iS BANKASI A.S.
US$1,000,000,000 6.00% Subordinated Notes due 2022

Tiirkiye Is Bankas1 A.S., a Turkish banking institution organized as a public joint stock company with registered number 431112
(the “Bank” or “Issuer”), is issuing US$1,000,000,000 6.00% Subordinated Notes due 2022 (the “Notes™). The Notes have not been and
will not be registered under the United States Securities Act of 1933, as amended (the “Securities Act”), or the securities or “blue sky” laws
of any state of the United States of America (“United States” or “US”), the United Kingdom or any other jurisdiction, and are being
offered: (a) for sale (the “US Offering”) to qualified institutional buyers only (each a “QIB”) as defined in, and in reliance upon, Rule 144A
under the Securities Act (“Rule 144A4”) and (b) for sale to non-US persons outside the United States (the “International Offering” and, with
the US Offering, the “Offering”) in reliance upon Regulation S under the Securities Act (“Regulation S). For a description of certain
restrictions on sale and transfer of investments in the Notes, see “Plan of Distribution,” “Selling Restrictions” and “Transfer Restrictions”
herein.

INVESTING IN THE NOTES INVOLVES RISKS. PROSPECTIVE INVESTORS SHOULD CONSIDER THE
FACTORS SET FORTH UNDER “RISK FACTORS” BEGINNING ON PAGE 23 OF THIS OFFERING CIRCULAR.

Interest on the Notes will be paid in arrear on the 24th day of each April and October; provided that if any such date is not a
Payment Business Day (as defined in Condition 6), then such payment will be made on the next Payment Business Day. Principal of the
Notes is scheduled to be paid on October 24, 2022 (the “Maturity Date”), but may be paid earlier under certain circumstances as further
described herein. The Notes initially will be sold to investors at a price equal to 100.00% of the principal amount thereof. For a more
detailed description of the Notes, see “Conditions of the Notes.”

Application has been made to: (a) the Financial Services Authority in its capacity as competent authority under the Financial
Services and Markets Act 2000 (the “UK Listing Authority”) for the Notes to be admitted to listing on the official list of the UK Listing
Authority (the “Official List”) and (b) London Stock Exchange plc (the “London Stock Exchange”) for the Notes to be admitted to trading
on the London Stock Exchange’s Regulated Market (the “Marker”). References in this Offering Circular (this “Offering Circular”) to the
Notes being “listed” (and all related references) will mean that the Notes have been admitted to the Official List and have been admitted to
trading on the Market. The Market is a regulated market for the purposes of Directive 2004/39/EC of the European Parliament and of the
Council of the European Union on markets in financial instruments.

Application has been made to the Capital Markets Board of Turkey (the “CMB”) in its capacity as competent authority under
Law No. 2499 of the Republic of Turkey (“Turkey”) relating to capital markets (the “Capital Markets Law”) for the registration of the
Notes with the CMB and the issuance of the Notes by the Bank outside Turkey. The issuance of the Notes was approved by the CMB on
June 13, 2012, and the registration certificate relating to the Notes is expected to be obtained from the CMB on or about October 19, 2012.

Under current Turkish tax law, withholding tax at the rate of 0% applies to interest on the Notes. See “Taxation-Certain Turkish
Tax Considerations.”

The Notes are expected to be rated at issuance “BB+" by Fitch Ratings Ltd. (“Fitch”) and “Ba2” by Moody’s Investors Service
Limited (“Moody’s” and, together with Fitch and Standard & Poor’s Credit Market Services Europe Limited (“Standard & Poor’s”), the
“Rating Agencies”). The Rating Agencies have also issued ratings in respect of the Turkish government, as set out on page 39 of this
Offering Circular, and the Bank, as set out on page 135 of this Offering Circular. A rating is not a recommendation to buy, sell or hold
securities and may be subject to revision, suspension or withdrawal at any time by the assigning rating organization. As of the date of this
Offering Circular, each of the Rating Agencies is established in the European Union and is registered under Regulation (EU)
No 1060/2009, as amended.

The Notes are being offered under Rule 144A and Regulation S by each of Deutsche Bank AG, London Branch, J.P. Morgan
Securities plc, Mitsubishi UFJ Securities International plc and Standard Chartered Bank (each an “Initial Purchaser” and, collectively, the
“Initial Purchasers”), subject to their acceptance and right to reject orders in whole or in part. It is expected that: (a) delivery of the
Rule 144A Notes (as defined below) will be made in book-entry form only through the facilities of The Depository Trust Company
(“DTC”), against payment therefor in immediately available funds on October 24, 2012 (i.e., the fourth Business Day following the date of
pricing of the Notes (such date being referred to herein as the “Issue Date” and such settlement cycle being herein referred to as “7+4”)),
and (b) delivery of the Regulation S Notes (as defined below) will be made in book-entry form only through the facilities of Euroclear
Bank S.A./N.V. (“Euroclear”) and/or Clearstream Banking, socié¢té anonyme, Luxembourg (“Clearstream, Luxembourg”), against payment
therefor in immediately available funds on the Issue Date.

Deutsche Bank J.P. Morgan Mitsubishi UFJ Securities Standard Chartered Bank

The date of this Offering Circular is October 22, 2012.






This Offering Circular comprises a prospectus for: (a) the purpose of Article 5 of Directive 2003/71/EC of the
European Union, as amended (including the amendments made by Directive 2010/73/EU) to the extent that such
amendments have been implemented in the relevant member state of the European Economic Area (the “Prospectus
Directive”), and (b) the purpose of giving information with regard to the Bank and the Notes that, according to the
particular nature of the Bank and the Notes, is necessary to enable investors to make an informed assessment of the
assets and liabilities, financial position, profit and losses and prospects of the Bank and of the rights attaching to the
Notes. This Offering Circular is to be read in conjunction with the financial statements that form part of and are
included herein.

The Bank, having made all reasonable enquiries, confirms that: (a) this Offering Circular contains all information
that in its view is material in the context of the issuance and offering of the Notes, (b) the information contained in this
Offering Circular is true and accurate in all material respects and is not misleading, (c) any opinions, predictions or intentions
expressed in this Offering Circular on the part of the Bank are honestly held or made by the Bank and are not misleading in
any material respects, and there are no other facts the omission of which would make this Offering Circular or any of such
information or the expression of any such opinions, predictions or intentions misleading in any material respect, and (d) all
reasonable enquiries have been made by the Bank to ascertain such facts and to verify the accuracy of all such information
and statements.

This Offering Circular does not constitute an offer of, or an invitation by or on behalf of the Bank and/or the Initial
Purchasers to subscribe for or purchase, any Notes (or beneficial interests therein). This Offering Circular is intended only to
provide information to assist potential investors in deciding whether or not to subscribe for or purchase Notes (or beneficial
interests therein) in accordance with the terms and conditions specified by the Initial Purchasers. The Notes (and beneficial
interests therein) may not be offered or sold, directly or indirectly, and this Offering Circular may not be circulated, in any
jurisdiction except in accordance with legal requirements applicable to such jurisdiction.

The distribution of this Offering Circular and the offer or sale of the Notes (or beneficial interests therein) in certain
jurisdictions may be restricted by law. Persons into whose possession this Offering Circular may come are required by the
Bank and the Initial Purchasers to inform themselves about and to observe any such restrictions. For a description of certain
restrictions on offers, sales and deliveries of the Notes (or beneficial interests therein) and on the distribution of this Offering
Circular and other offering material relating to the Notes, see “Selling Restrictions” and “Transfer Restrictions.”

No person has been authorized in connection with the offering of the Notes (or beneficial interests therein) to give
any information or make any representation regarding the Bank, the Initial Purchasers or the Notes other than as contained in
this Offering Circular. Any such representation or information must not be relied upon as having been authorized by the Bank
or the Initial Purchasers. The delivery of this Offering Circular at any time does not imply that there has been no change in
the Bank’s affairs or that the information contained in it is correct as of any time subsequent to its date. This Offering
Circular may only be used for the purpose for which it has been published.

No representation or warranty, express or implied, is made by the Initial Purchasers as to the accuracy or
completeness of the information set forth in this Offering Circular, and nothing contained in this Offering Circular is, or
should be relied upon as, a promise or representation, whether as to the past or the future, by the Initial Purchasers. None of
the Initial Purchasers assumes any responsibility for the accuracy or completeness of the information set forth in this Offering
Circular. Each person contemplating making an investment in the Notes must make its own investigation and analysis of the
creditworthiness of the Bank and its own determination of the suitability of any such investment in light of its own
circumstances, with particular reference to its own investment objectives and experience, and any other factors that may be
relevant to it in connection with such investment. The Notes may not be suitable investments for all investors. In particular,
each potential investor should:

*  have sufficient knowledge and experience to make a meaningful evaluation of the Notes, the merits and risks of
investing in the Notes and the information contained in this Offering Circular or any applicable supplement,

* have access to, and knowledge of, appropriate analytical tools to evaluate, in the context of its particular
circumstances, an investment in the Notes and the impact such investment will have on its overall investment
portfolio,



*  have sufficient financial resources and liquidity to bear all of the risks of an investment in the Notes, including
where the currency for principal and interest payments is different from the potential investor’s currency,

* understand thoroughly the terms of the Notes and be familiar with the behavior of financial markets in which
they participate, and

«  be able to evaluate (either alone or with the help of a financial adviser) possible scenarios for economic, interest
rate and other factors that may affect its investment and its ability to bear the applicable risks.

None of the Bank, the Initial Purchasers or any of their respective representatives is making any representation to
any offeree or purchaser of the Notes (or beneficial interests therein) regarding the legality of any investment by such offeree
or purchaser under applicable legal investment or similar laws. Each investor should consult with its own advisers as to the
legal, tax, business, financial and related aspects of an investment in the Notes.
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GENERAL INFORMATION

The Notes have not been and will not be registered under the Securities Act or under the securities or “blue sky”
laws of any state of the United States or any other US jurisdiction. Each investor, by purchasing a Note (or a beneficial
interest therein), agrees that the Notes (or beneficial interests therein) may be reoffered, resold, pledged or otherwise
transferred only upon registration under the Securities Act or pursuant to the exemptions therefrom described under “Transfer
Restrictions.” Each investor also will be deemed to have made certain representations and agreements as described therein.
Any resale or other transfer, or attempted resale or other attempted transfer, that is not made in accordance with the transfer
restrictions may subject the transferor and transferee to certain liabilities under applicable securities laws.

The offering of the Notes has been authorized by the CMB only for the purpose of the sale of the Notes outside of
Turkey in accordance with Article 15(b) of Decree 32 on the Protection of the Value of the Turkish Currency (as amended
from time to time, “Decree 32°) and Articles 6 and 25 of Communiqué Serial II, No. 22 on the Principles on the Registration
and Sale of Debt Instruments (the “Communiqué”). The Notes (or beneficial interests therein) must be offered or sold to real
persons and legal entities domiciled outside of Turkey in accordance with the Banking Regulation and Supervision Agency
(the “BRSA”) decision dated May 6, 2010 No. 3665 (as notified by the BRSA in its letter to the Banks Association of Turkey
dated May 10, 2010 and numbered B.02.1.BDK.0.11.00.00.31.2 9392) and the CMB has authorized the offering of the Notes;
provided that, following the primary sale of the Notes, no transaction that may be deemed a sale of the Notes (or beneficial
interests therein) in Turkey by way of private placement or public offering may be engaged in. Pursuant to Article 15(d)(ii) of
Decree 32, there is no restriction on the purchase or sale of the Notes (or beneficial interests therein) in secondary markets by
residents of Turkey; provided that they purchase or sell such Notes (or beneficial interests) in the financial markets outside of
Turkey and such sale and purchase is made through banks and/or licensed brokerage institutions authorized pursuant to CMB
regulations. The registration certificate relating to the Notes is expected to be obtained from the CMB on or about October
19, 2012.

Notes offered and sold to QIBs in reliance upon Rule 144A (the “Rule 1444 Notes”) will be represented by
beneficial interests in one or more permanent global certificates in fully registered form without interest coupons (the
“Rule 144A Certificates™). Notes offered and sold outside the United States to non-US persons pursuant to Regulation S (the
“Regulation S Notes”) will be represented by beneficial interests in one or more permanent global certificates in fully
registered form without interest coupons (the “Regulation S Certificates” and, with the Rule 144A Certificates, the “Global
Certificates™).

The Regulation S Certificates will be deposited on or about the Issue Date with a common depository (the “Common
Depository”) for Euroclear and Clearstream, Luxembourg, and will be registered in the name of the Common Depository (or
a nominee thereof). Except as described in this Offering Circular, beneficial interests in the Regulation S Certificates will be
represented through accounts of financial institutions acting on behalf of beneficial owners as direct and indirect participants
in Euroclear and Clearstream, Luxembourg. The Rule 144A Certificates will be deposited on or about the Issue Date with
The Bank of New York Mellon, New York Branch, in its capacity as custodian (the “Custodian’) for, and will be registered
in the name of Cede & Co. as nominee of, DTC. Except as described in this Offering Circular, beneficial interests in the
Rule 144A Certificates will be represented through accounts of financial institutions acting on behalf of beneficial owners as
direct and indirect participants in DTC. Except as described in this Offering Circular, owners of beneficial interests in the
Global Certificates will not be entitled to have the Notes registered in their names, will not receive or be entitled to receive
physical delivery of the Notes in definitive form and will not be considered holders of the Notes under the Notes and the
agency agreement relating to the Notes dated the Issue Date (the “Agency Agreement”).

Applications have been made to admit the Notes to listing on the Official List and to have the Notes admitted to
trading on the Market; Zowever, no assurance can be given that such applications will be accepted.

In connection with the issue of the Notes, one or more Initial Purchaser(s) named as the stabilizing manager(s) (if
any) (the “Stabilizing Manager(s)”) (or persons acting on behalf of any Stabilizing Manager(s)) may over-allot Notes or
effect transactions with a view to supporting the market price of the Notes at a level higher than that which might otherwise
prevail; however, there is no assurance that the Stabilizing Manager(s) (or persons acting on behalf of a Stabilizing Manager)
will undertake any stabilization action. Any stabilization action may begin on or after the date on which adequate public
disclosure of the terms of the offer of the Notes is made and, if begun, may be ended at any time, but it must end no later than
the earlier of 30 days after the Issue Date and 60 days after the date of the allotment of the Notes. Any stabilization action or
over-allotment must be conducted by the relevant Stabilizing Manager(s) (or persons acting on behalf of any Stabilizing



Manager(s)) in accordance with all applicable laws and rules. Notwithstanding anything herein to the contrary, the Bank may
not (whether through over-allotment or otherwise) issue more Notes than have been registered with the CMB.

Other than authorization by the CMB, the Notes have not been approved or disapproved by the US Securities and
Exchange Commission (the “SEC”), any state securities commission or any other US, Turkish, United Kingdom or other
regulatory authority, nor have any of the foregoing authorities passed upon or endorsed the merits of this Offering or the
accuracy or adequacy of this Offering Circular. Any representation to the contrary may be a criminal offense.

The distribution of this Offering Circular and the offering of the Notes (and beneficial interests therein) in certain
jurisdictions may be restricted by law. Persons that come into possession of this Offering Circular are required by the Bank
and the Initial Purchasers to inform themselves about and to observe any such restrictions.

This Offering Circular does not constitute an offer to sell or the solicitation of an offer to buy the Notes (or any
beneficial interest therein) in any jurisdiction to the extent that such offer or solicitation is unlawful. In particular, there are
restrictions on the distribution of this Offering Circular and the offer and sale of the Notes (and beneficial interests therein) in
the United States, Turkey, the United Kingdom and numerous other jurisdictions.

In this Offering Circular, “Bank” means Tiirkiye Is Bankas1 A.S. on a stand-alone basis and “Group” means the
Bank and its consolidated subsidiaries (and, with respect to accounting information, other consolidated entities).

Reference is made to the “Index of Terms” for the location of the definitions of certain terms defined herein.
RESPONSIBILITY STATEMENT

The Bank accepts responsibility for the information contained in this Offering Circular. To the best of the
knowledge and belief of the Bank (which has taken all reasonable care to ensure that such is the case), the information
contained in this Offering Circular is in accordance with the facts and contains no omission likely to affect the import of such
information.

All of the information contained in this Offering Circular concerning the Turkish market and its competitors has
been obtained (and used without material adjustment) from publicly available information, including press releases and
filings made under various laws. Unless otherwise indicated, all data relating to the Turkish banking sector in this Offering
Circular have been obtained from the BRSA’s website at www.bddk.org.tr or the Banks Association of Turkey’s website at
www.tbb.org.tr, and all data relating to the Turkish economy, including statistical data, have been obtained from the website
of the Turkish Statistical Institute (7Tiirkiye Istatistik Kurumu) (“TurkStat”) at www.turkstat.gov.tr, the website of the Central
Bank of Turkey (Tiirkive Cumhuriyeti Merkez Bankast) (the “Central Bank”) at www.tcmb.gov.tr, the Turkish Treasury’s
website at www.hazine.gov.tr or the European Banking Federation at www.ebf-fbe.eu). Data have been
downloaded/observed on various days between the months of August 2012 and October 2012 and may be the result of
calculations made by the Bank, and therefore may not appear in the exact same form on such websites or elsewhere. Such
websites do not, and should not be deemed to, constitute a part of, or be incorporated into, this Offering Circular.

Unless otherwise indicated, the sources for statements and data concerning the Bank, the Group and their business
are based upon best estimates and assumptions of the Bank’s management. Management believes that these assumptions are
reasonable and that its estimates have been prepared with due care. The data concerning the Bank and the Group included
herein, whether based upon external sources or the Bank’s management’s internal research, constitute the Bank’s best current
estimates of the information described.

Any translation of information from Turkish into English for the purpose of inclusion in this Offering Circular is
direct and accurate.

Where third-party information has been used in this Offering Circular, the source of such information has been
identified. In the case of the presented statistical information, similar statistics may be obtainable from other sources,
although the underlying assumptions and methodology, and consequently the resulting data, may vary from source to source.
Where information has been sourced from a third party, such publications generally state that the information they contain
has been obtained from sources believed to be reliable but that the accuracy and completeness of such information is not



guaranteed. Information regarding the Bank’s shareholders (including ownership levels and agreements) in the “Overview -
Overview of the Group,” “Business of the Group” and “Ownership” sections has been based upon public filings and
announcements by such parties. Such data (including from the Banks Association of Turkey, the BRSA, the Central Registry
Agency, TurkStat and the Central Bank), while believed to be reliable and accurately extracted by the Bank for the purposes
of this Offering Circular, has not been independently verified by the Bank or any other party and prospective investors should
not place undue reliance upon such data included in this Offering Circular. As far as the Bank is aware and able to ascertain
from the information published by such third-party sources, this information has been accurately reproduced and no facts
have been omitted that would render the reproduction of this information inaccurate or misleading.

NOTICE TO NEW HAMPSHIRE RESIDENTS

NEITHER THE FACT THAT A REGISTRATION STATEMENT OR AN APPLICATION FOR A LICENSE
HAS BEEN FILED UNDER CHAPTER 421-B OF THE NEW HAMPSHIRE REVISED STATUTES ANNOTATED (THE
“RS4”) WITH THE STATE OF NEW HAMPSHIRE NOR THE FACT THAT A SECURITY IS EFFECTIVELY
REGISTERED OR A PERSON IS LICENSED IN THE STATE OF NEW HAMPSHIRE CONSTITUTES A FINDING BY
THE NEW HAMPSHIRE SECRETARY OF STATE THAT ANY DOCUMENT FILED UNDER RSA 421-B IS TRUE,
COMPLETE AND NOT MISLEADING. NEITHER ANY SUCH FACT NOR THE FACT THAT AN EXEMPTION OR
EXCEPTION IS AVAILABLE FOR A SECURITY OR A TRANSACTION MEANS THAT THE NEW HAMPSHIRE
SECRETARY OF STATE HAS PASSED IN ANY WAY UPON THE MERITS OR QUALIFICATIONS OF, OR
RECOMMENDED OR GIVEN APPROVAL TO, ANY PERSON, SECURITY OR TRANSACTION. IT IS UNLAWFUL
TO MAKE, OR CAUSE TO BE MADE, TO ANY PROSPECTIVE PURCHASER, CUSTOMER OR CLIENT ANY
REPRESENTATION INCONSISTENT WITH THE PROVISIONS OF THIS PARAGRAPH.

FORWARD-LOOKING STATEMENTS

This Offering Circular contains statements that may be considered to be “forward-looking statements” (as that term
is defined in the US Private Securities Litigation Reform Act of 1995) relating to the Group’s financial position, business
strategy, plans and objectives of management for future operations (including development plans and objectives relating to
the Group’s businesses). When used in this Offering Circular, the words “anticipates,” “estimates,” “expects,” “believes,”
“intends,” “plans,” “aims,” “may,” “will,” “should” and any similar expression generally identify forward-looking
statements. Forward-looking statements appear in a number of places throughout this Offering Circular, including (without
limitation) under “Risk Factors,” “Use of Proceeds,” “Management’s Discussion and Analysis of Financial Condition and

Results of Operations” and “Business of the Group” and include, but are not limited to, statements regarding:

EEINT3

EEINNT3 EEINNT3

»  strategy and objectives,

« trends affecting the Group’s results of operations and financial condition,
»  asset portfolios,

e loan loss reserves,

+ capital spending,

* legal proceedings, and

» the Group’s potential exposure to market risk and other risk factors.

Forward-looking statements involve risks, uncertainties and assumptions. Actual results may differ materially from
those expressed in these forward-looking statements.

The Bank has identified some of the risks inherent in these forward-looking statements and these are set out under
“Risk Factors.” Such risks include, but are not limited to, those in relation to:

« the interests of the Bank’s controlling shareholders,



«  counterparty credit risk,

* any growth in the Group’s loan portfolio and industry and borrower concentrations therein,

« changes in market interest rates and exchange rates,

*  liquidity and deposit concentration risks,

* access to capital,

*  operational risks,

« the policies of the Turkish government,

« the Group’s ability to retain key members of staff,

» the Group’s risk management activities,

*  competition in the Turkish banking sector,

« changes to Turkish law and regulations,

»  changes to capital adequacy requirements, and

e the Turkish economy.

Should one or more of these factors or uncertainties materialize, or should underlying assumptions prove incorrect,
actual results may vary materially from those described herein as anticipated, believed, estimated, expected or intended.
There may be other risks, including some risks of which the Bank is unaware, that could adversely affect the Group’s results
or the accuracy of forward-looking statements in this Offering Circular. Therefore, potential investors should not consider the
factors discussed under “Risk Factors” to be a complete set of all potential risks or uncertainties of investing in the Notes.

Potential investors should not place undue reliance upon any forward-looking statements. The Bank does not have
any intention or obligation to update forward-looking statements to reflect new information or future events or risks that may
cause the forward-looking events discussed in this Offering Circular not to occur or to occur in a manner different from what
the Bank currently expects.

PRESENTATION OF FINANCIAL INFORMATION

The Bank maintains its books and prepares its statutory financial statements in Turkish Lira in accordance with the
prevailing accounting principles and standards set out as per Articles 37 and 38 of the Banking Law No: 5411 and other
regulations, circulars and communiqués in respect of accounting and financial reporting and pronouncements made by the
BRSA (collectively, the “BRSA Principles™).

The Bank’s consolidated and unconsolidated annual statutory financial statements as of and for the years ended
December 31, 2009, 2010 and 2011 (the “BRSA Annual Financial Statements”) and unaudited interim consolidated and
unconsolidated financial statements for the six month period ended June 30, 2012 (the “BRSA Interim Financial Statements”
and, together with the BRSA Annual Financial Statements, the “BRSA Financial Statements”) have been prepared and
presented in accordance with BRSA Principles. It is important to note that the consolidated BRSA Financial Statements are
prepared with inclusion of only financial subsidiaries and other equity participations are included as noted in the following
paragraph. The Bank’s foreign affiliates maintain their books of account and prepare their financial statements in accordance

with the generally accepted accounting principles and the related legislation applicable in the countries in which they operate.

The BRSA Financial Statements are prepared on a historical cost basis except for: (a) financial assets at fair value
through profit or loss, financial assets available-for-sale, financial liabilities held for trading, derivative financial instruments



and equity participations quoted on the stock exchanges, which are presented on a fair value basis if reliable measures are
available, and (b) loans, investments categorized as held-to-maturity and other financial liabilities, which are presented at
amortized cost. Though the Group is not required by Turkish law to prepare financial statements in accordance with
International Financial Reporting Standards (“/FRS”), including International Accounting Standards (“/4S”) as promulgated
by the International Accounting Standards Board (“/4SB”) and interpretations issued by the Interpretations Committee of
IASB, as international investors are generally unfamiliar with BRSA Principles, the Group prepares financial statements in
accordance with IFRS. The Group’s IFRS financial statements as of and for the years ended December 31, 2009, 2010 and
2011 (the “IFRS Financial Statements”) have been incorporated herein by reference.

The BRSA Annual Financial Statements as of and for the year ended December 31, 2009 have been audited in
accordance with the “Regulation Regarding the Authorization and Activities of Incorporations that will Perform Independent
Audit at Banks” published in the Official Gazette no: 26333 on November 1, 2006 and the International Standards on
Auditing by DRT Bagimsiz Denetim ve Serbest Muhasebeci Mali Miisavirlik A.S. (a member of Deloitte Touche Tohmatsu
Limited) (“Deloitte””). The BRSA Annual Financial Statements as of and for the years ended December 31, 2010 and 2011
have been audited in accordance with such regulation and the International Standards on Auditing by Akis Bagimsiz Denetim
ve Serbest Muhasebeci Mali Miisavirlik A.S. (the Turkish member firm of KPMG International Cooperative, a Swiss entity)
(“KPMG”). See KPMG’s report included with the BRSA Annual Financial Statements attached to this Offering Circular.
According to BRSA regulations the Bank was required to rotate its external auditors. As a result, KPMG was appointed as
the Bank’s external auditors as of December 17, 2009 for three years (i.e., financial statements for 2010, 2011 and 2012). See
“Management’s Discussion and Analysis of Financial Condition and Results of Operation — Audit Qualification.”

The IFRS Financial Statements as of and for the years ended December 31, 2009 have been audited in accordance
with the International Standards on Auditing by Deloitte. The IFRS Financial Statements as of and for the years ended
December 31, 2010 and 2011 have been audited in accordance with the International Standards on Auditing by KPMG. See
KPMG’s reports included with the IFRS Financial Statements incorporated by reference into this Offering Circular. See
“Management’s Discussion and Analysis of Financial Condition and Results of Operation — Audit Qualification.”

The BRSA Interim Financial Statements as of and for the six month period ended June 30, 2012 have been reviewed
by KPMG. See KPMG’s report included with the BRSA Interim Financial Statements attached to this Offering Circular.
With respect to the unaudited BRSA Interim Financial Statements as of and for the six month period ended June 30, 2012
(with June 30, 2011 as the comparative period) attached to this Offering Circular, KPMG has reported that they applied
limited procedures in accordance with professional standards for a review of such information; however, their separate report
attached to this Offering Circular states that they did not audit and they do not express an opinion on that interim financial
information. Accordingly, the degree of reliance on their report on such information should be restricted in light of the
limited nature of the review procedures applied. See “Management’s Discussion and Analysis of Financial Condition and
Results of Operation — Audit Qualification.”

Unless otherwise indicated, the financial information presented herein is based upon the BRSA Financial Statements
attached hereto and have been extracted from the BRSA Financial Statements without material adjustment.

The Bank utilizes several internal definitions of small and medium-sized enterprise (“SME”) based upon criteria
including annual turnover, credit limits and/or average assets under management, among others; however, with respect to
certain published financial information concerning SMEs, the Bank uses the BRSA definition of SME in order to render such
data comparable to that of other Turkish banks. Such BRSA definition of SME includes companies with an annual turnover
or total assets of less than or equal to TL 25 million or companies with less than or equal to 250 employees (the “BRS4 SME
Definition”).

The Bank utilizes several internal definitions of corporate customers based upon criteria including annual sales
and/or credit limits, among others; however, with respect to certain published financial information concerning corporate
customers, the Bank defines corporate customers as those companies that are larger than SMEs (in terms of annual turnover,
total assets or number of employees) as defined by the BRSA SME Definition in order to render such data comparable to that
of other Turkish banks (the “Corporate Definition™).

Certain figures included in this Offering Circular have been subject to rounding adjustments (e.g., certain US Dollar
amounts have been rounded to the nearest million). Accordingly, figures shown for the same category presented in different



tables may vary slightly and figures shown as totals in certain tables may not be an arithmetic aggregation of the figures that
precede them.

Unless otherwise indicated, the sources for statements and data concerning the Bank and its business are based upon
best estimates and assumptions of the Bank’s management. Management believes that these assumptions are reasonable and
that its estimates have been prepared with due care. The data concerning the Bank included herein, whether based upon
external sources or based upon the Bank’s management internal research, constitute the best current estimates of the
information described.

The contents of any website referenced herein do not form part of this Offering Circular.
NON-GAAP MEASURES OF FINANCIAL PERFORMANCE

To supplement the Group’s consolidated financial statements presented in accordance with BRSA standards, the
Group uses certain ratios and measures included in this Offering Circular that would be considered non-GAAP financial
measures in the United States. A body of generally accepted accounting principles such as IFRS or BRSA standards is
commonly referred to as “GAAP.” A non-GAAP financial measure is defined as one that measures historical or future
financial performance, financial position or cash flows but that excludes or includes amounts that would not be so adjusted in
the most comparable GAAP measures. These non-GAAP financial measures are not a substitute for GAAP measures, for
which management has responsibility.

For the Group, these non-GAAP measures include (without limitation): net interest margin, adjusted net interest
margin, net yield, adjusted net interest income as a percentage of average interest-earning assets, cost-to-income ratio, cost-
to-income ratio if income were calculated without subtracting impairment losses, operating expenses as a percentage of total
assets, liquid assets as a percentage of total deposits, free capital ratio, allowance for possible loan losses to non-performing
loans, return on average total assets, return on average shareholders’ equity, average spread, the amount of net allowances
charged to operating expenses, the increase of operating expenses if impairment losses and foreign exchange losses are
excluded, average total assets, average shareholders’ equity, average shareholders’ equity as a percentage of average total
assets and non-recurring items in income statement. Refer to the “Overview - Overview of the Group,” “Summary Financial
and Other Information,” “Management’s Discussion and Analysis of Financial Condition and Results of Operations,”
“Selected Statistical and Other Information” and “Business of the Group” sections of this Offering Circular for an additional
discussion of the specific adjustments applied in reconciliation to the directly comparable measures.

The non-GAAP measures included in this Offering Circular are not in accordance with or an alternative to measures
prepared in accordance with BRSA standards and may be different from non-GAAP measures used by other companies. The
Group’s management believes that this information, along with comparable measures under BRSA standards, is useful to
investors because it provides a basis for measuring the organic operating performance in the years presented. These measures
are used in internal management of the Group, along with the most directly comparable financial measures under BRSA
standards, in evaluating the Group’s operating performance. Non-GAAP financial measures should not be considered in
isolation from, or as a substitute for, financial information presented in compliance with BRSA standards. Non-GAAP
financial measures as reported by the Group may not be comparable to similarly titled amounts reported by other companies.

The Bank’s management believes that these non-GAAP measures, when considered in conjunction with measures
under BRSA standards, enhance investors’ and management’s overall understanding of the Group’s current financial
performance. In addition, because the Group has historically reported certain non-GAAP results to investors, the Bank’s
management believes that the inclusion of non-GAAP measures provides consistency in the Group’s financial reporting.

CURRENCY PRESENTATION AND EXCHANGE RATE INFORMATION

Unless otherwise indicated, references to “Turkish Lira” or “TL” are references to the Turkish currency, references
to “US8,” “8,” “US Dollars” or “Dollars™ are to United States Dollars and references to “Euro” or “€” are to the single
currency of the participating member states of the European Union (the “EU”) that was adopted pursuant to the Treaty of
Rome of March 27, 1957, as amended by the Single European Act 1986 and the Treaty of European Union of February 7,
1992, as amended. Unless otherwise indicated, references to “Pounds Sterling” or “£” are to the lawful currency of the
United Kingdom.



For the convenience of the reader, this Offering Circular presents translations of certain Turkish Lira amounts into
Dollars at the Turkish Lira exchange rate for purchases of Dollars announced by the Bank (the “TL/$ Exchange Rate”) (see
“Exchange Rates”). This rate differs from the official cash buying rate for Dollars announced by the Central Bank as the TL/$
Exchange Rates are based upon the actual cash buying rates announced by the Bank on the relevant dates. No representation
is made that the Turkish Lira or Dollar amounts in this Offering Circular could have been or could be converted into Dollars
or Turkish Lira, as the case may be, at any particular rate or at all. For a discussion of the effects on the Bank of fluctuating
exchange rates, see “Management’s Discussion and Analysis of Financial Condition and Results of Operations.”

DOCUMENTS INCORPORATED BY REFERENCE

The following documents that have previously been published and have been filed with the National Storage
Mechanism shall be incorporated in, and form part of, this Offering Circular:

the auditors’ review report and audited consolidated IFRS Financial Statements of the Group for the year
ended December 31, 2011 (which includes 2010), and

the auditors’ audit report and audited consolidated IFRS Financial Statements of the Group for the year
ended December 31, 2010 (which includes 2009).

Any documents themselves incorporated by reference in the documents incorporated by reference in this Offering
Circular shall not form part of this Offering Circular.

Copies of documents incorporated by reference in this Offering Circular can be obtained without charge from the
registered office of the Bank.

ENFORCEMENT OF JUDGMENTS AND SERVICE OF PROCESS

The Bank is a public joint stock company organized under the laws of Turkey. Substantially all of the assets of the
Bank are located in Turkey. As a result, it may not be possible for investors to effect service of process upon the Bank
outside Turkey or to enforce against it in the courts of jurisdictions other than Turkey any judgments obtained in such courts
that are predicated upon the laws of such other jurisdictions. In order to enforce such judgments in Turkey, investors should
initiate enforcement lawsuits before the competent Turkish courts. In accordance with Articles 50-59 of Turkey’s
International Private and Procedure Law (Law No. 5718), the courts of Turkey will not enforce any judgment obtained in a
court established in a country other than Turkey unless:

(a) there is in effect a treaty between such country and Turkey providing for reciprocal enforcement of court
judgments,

(b) there is de facto enforcement in such country of judgments rendered by Turkish courts, or

(c) there is a provision in the laws of such country that provides for the enforcement of judgments of Turkish
courts.

There is no treaty between Turkey and either the United States or the United Kingdom providing for reciprocal
enforcement of judgments. There is no de facto reciprocity between Turkey and the United States. Turkish courts have
rendered at least one judgment confirming de facto reciprocity between Turkey and the United Kingdom; however, since de
facto reciprocity is decided by the relevant court on a case-by-case basis, there is uncertainty as to the enforceability of court
judgments obtained in the United States or the United Kingdom by Turkish courts. Moreover, there is uncertainty as to the
ability of an investor to bring an original action in Turkey based upon the US federal or any other non-Turkish securities
laws.

In addition, the courts of Turkey will not enforce any judgment obtained in a court established in a country other
than Turkey if:
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(@)

(b)

(©

(d)

©)
®

(2

the defendant was not duly summoned or represented or the defendant’s fundamental procedural rights
were not observed,

the judgment in question was rendered with respect to a matter within the exclusive jurisdiction of the
courts of Turkey,

the judgment is incompatible with a judgment of a court in Turkey between the same parties and relating to
the same issues or, as the case may be, with an earlier foreign judgment on the same issue and enforceable
in Turkey,

the judgment is not of a civil nature,

the judgment is clearly against public policy rules of Turkey,

the judgment is not final and binding with no further recourse for appeal under the laws of the country
where the judgment has been rendered, or

the judgment was rendered by a foreign court that has deemed itself competent even though it has no actual
relationship with the parties or the subject matter at hand.

In connection with the issuance of the Notes, process may be served on the Bank at its London Branch (8 Princes
Street, London, EC2R 8HL) in connection with any proceedings in England.

AVAILABLE INFORMATION

THE BANK WILL UNDERTAKE IN A DEED POLL EXPECTED TO BE ENTERED INTO ON THE ISSUE
DATE THAT, FOR SO LONG AS ANY NOTES ARE “RESTRICTED SECURITIES” WITHIN THE MEANING OF
RULE 144(a)(3) UNDER THE SECURITIES ACT, IT WILL, DURING ANY PERIOD IN WHICH IT IS NEITHER
SUBJECT TO AND IN COMPLIANCE WITH SECTION 13 OR 15(D) OF THE UNITED STATES SECURITIES
EXCHANGE ACT OF 1934, AS AMENDED (THE “EXCHANGE ACT”), NOR EXEMPT FROM REPORTING
PURSUANT TO RULE 12g3-2(b) THEREUNDER, FURNISH UPON REQUEST TO ANY HOLDER OR BENEFICIAL
OWNER OF NOTES, OR ANY PROSPECTIVE PURCHASER DESIGNATED BY ANY SUCH HOLDER OR
BENEFICIAL OWNER, THE INFORMATION SPECIFIED IN, AND MEETING THE REQUIREMENTS OF,
RULE 144A(d)(4) UNDER THE SECURITIES ACT.
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OVERVIEW
Overview of the Group

The following text should be read in conjunction with, and is qualified in its entirety by, the detailed information and
the financial statements (including the notes thereto) appearing elsewhere in this Offering Circular.

The Bank was established under the laws of the Republic of Turkey in 1924 at the initiative of Mustafa Kemal
Atatiirk as the first national bank of the Republic of Turkey and began operating with two branches and 37 staff members.
Unlike many of its competitors, the Bank is neither a family-run enterprise nor a state bank. In May 1998, 12.3% of the
Bank’s total shares previously held by the Turkish Treasury were sold to national and international investors in a public
offering.

Since its establishment, the Bank has played an important role not only in the Turkish financial sector but also in
certain industrial sectors in Turkey. The Bank has pioneered the development of a number of new areas of business through
investments and equity participations in the industrial and financial services sectors. Since its establishment, the Bank has
invested in the equity of 291 companies and, over time, has divested shares in 265 of these companies. As of June 30, 2012,
the Bank held direct equity interests in 26 companies operating in finance, glass, telecommunications and other industrial and
services sectors. As of June 30, 2012, the total book value of the Bank’s equity participations was TL 6,994 million.

As of June 30, 2012, the Bank was the largest bank in Turkey in terms of total assets and total loans and had the
largest market shares of total deposits, TL-denominated deposits, demand deposits, total loans, TL-denominated loans,
consumer loans, number of debit cards and volume of debit cards transactions among private sector banks (sources: BRSA,
Banks Association of Turkey and Interbank Card Center). The Group has approximately 14.2 million retail customers, nearly
6,000 corporate customers and almost 856,000 commercial customers as of June 30, 2012. The Bank has the largest deposit
base among private banks with TL 99,433 million in deposits as of June 30, 2012 (Source: BRSA). Unlike most of its
competitors, in addition to the branches in city centers, the Bank also has branches in rural districts. In particular, in 76 out of
the 81 cities of Turkey, the Bank has the largest number of branches among private banks according to the Turkish Banks
Association. The Group’s relationships with its customers have also typically been long-standing; for example, as of June 30,
2012, the Bank’s customers have held accounts with the Bank for an average of 8.4 years.

The Bank provides a full range of banking services, including but not limited to the following five sectors:

. corporate banking activities: commercial loans, non-cash loans (including letters of guarantee, guarantees and
acceptances), foreign trade operations, project finance, merger and acquisition finance, hedging and cash
management solutions,

. commercial banking activities: commercial deposit taking, business credit cards, commercial loans, small business
loans, flexible business loans, overdraft commercial accounts, point of sales-based loans, commercial housing loans,
commercial auto loans, tractor and agricultural equipment loans, small business export and investment loans, letters
of credit, letters of guarantee, point-of-sales agreements, automatic payment instructions, tax collection, internet
banking, foreign trade operations, sector-specific packages, cash management and payment system facilities,

. retail banking activities: deposit accounts, credit cards, debit cards, prepaid cards, housing loans, general purpose
loans, auto loans, overdraft accounts, merchant agreements, payroll accounts, automatic payment instructions, social
security premium collection, tax collection, tuition fee collection, investment products, insurance products and KGS-
OGS (Turkey’s highway toll collection system),

. private banking activities: in addition to its retail banking products and services, structured products, Privia credit
cards, Privia consumer loans, Privia mutual funds and Privia individual pension accounts tailored to the needs of
specific private banking customers, and

. capital market operations activities: investment account system, mutual funds, equity brokerage, odd-lot
transactions, fixed income business (bond trading), gold trading, futures and options brokerage, repo and custody
services.
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The Bank has long been an innovator in the banking sector, including being the first bank in Turkey to introduce
electronic banking (in 1983), “Bankamatik” ATMs (in 1987), interactive telephone banking (in 1991), interactive banking (in
1996) and internet banking (in 1997). In addition, the Bank was the first bank in Turkey to offer remote stock exchange
transactions through its ATMs and its electronic banking facilities and the first bank in Turkey to introduce WAP telephone
banking transactions, a Java-based mobile phone banking service and a mobile signature application that enables cardless
cash withdrawal and facilitates borrowing without the need to visit a branch. The Bank’s management believes that the Bank
offers a wider range of banking services through its ATM network and electronic banking facilities than any of its
competitors.

As of June 30, 2012, the Group’s capital adequacy ratio was 14.4% (13.1% when calculated using Tier I capital
only); however, such calculations would differ were Basel II then in effect. See “Management’s Discussion and Analysis of
Financial Condition and Results of Operations — Capital Adequacy.” As of the same date, the Group’s shareholders’ equity
was TL 21,839 million, its liquid asset ratio (being the total amount of cash and balances with banks, money market
placements, trading securities and available-for-sale securities divided by the Group’s total assets) was 27.9% and its loan-to-
deposit ratio was 106.1%. The Group’s net operating income was TL 3,361 million in 2009, TL 3,916 million in 2010,
TL 3,088 million in 2011 and TL 2,236 million for the six months ended June 30, 2012. The Group’s net period profit from
continuing operations was TL 2,752 million in 2009, TL 3,232 million in 2010, TL 2,389 million in 2011 and TL 1,789
million for the six months ended June 30, 2012.

As of June 30, 2012, the Group had total assets of TL 189,217 million, total deposits of TL 99,881 million and a
loan portfolio of TL 106,012 million.

The Bank’s registered office is Is Kuleleri, 34330 Levent, Besiktas, Istanbul. Its registration number is 431112,
Key Strengths

The Bank’s management believes that the Group has a number of key strengths that enable the Group to compete
effectively in the Turkish banking sector. The Bank sees these key strengths as being:

* the Bank is a market leader in the Turkish banking sector in both size and scope of operations, which
enables it to benefit significantly from economies of scale, capitalizing on the overall strong growth in the Turkish
economy despite difficult economic conditions since 2009 due to the global financial crisis,

« the Bank’s strong liquidity and capital structure, combined with its conservative funding policy, supports
its ability to attract a strong deposit base (including benefitting from a “flight to quality” during difficult market
conditions),

« the Bank is a recognized and trusted banking brand in Turkey, which facilitates the Group’s ability to be a
Turkish market leader and trusted banking partner for customers,

« the Bank’s large customer base compared to its private sector banking competitors and its understanding
of its customers as a result of the long-standing relationships with its customers provides the Bank with an important
competitive advantage due to the relatively high cost of attracting new customers as compared to maintaining
existing customers,

« the Bank’s diversified loan portfolio helps the Bank avoid overexposure to any industry, product, region
or customer,

« the Bank’s prudent risk management enables the Group to maintain the high quality of its loan portfolio,
particularly as the Group seeks to continue to grow its business,

« the Bank’s strong focus on employee training and development and its highly-skilled workforce support
the Bank’s focus on customer service and provides the Group with a competitive advantage over its competitors,
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« the Bank maintains high standards of corporate governance and business ethics, which both improve
management’s efficiency and protects the interests of the Group’s stakeholders, and

« the Bank’s strong record of innovation supports its customer loyalty and the Bank’s relative strengths in
the competitive Turkish banking sector.

Prospective investors in the Notes should refer to “Business of the Group-Key Strengths” for more detail on the key strengths
outlined above.

Strategy

The Bank’s strategic vision is to become the most preferred bank in Turkey for its customers, shareholders and
employees, including being the “customer champion.” The main objectives of the strategy are achieving profitable and
sustainable growth via increasing customer satisfaction, improving employee performance, reducing the cost base and
increasing productivity and effectiveness. The Bank plans to reach these targets by maintaining market shares in the primary
banking services and leveraging new growth opportunities with a cost effectiveness perspective, continuously improving its
asset quality, focusing on sustainable non-interest income generation and price optimization for all financial products and
services, while operating within a risk-based capital management framework. The key elements of the Group’s strategy are
set out below:

« capitalize on expected growth of Turkish economy and banking sector through expansion of its distribution
channels and introduction of new products and services,

« defend and selectively grow market share across key markets through superior customer service,
« reduce its cost-base and increase productivity and commercial effectiveness,

« continue to focus on recruitment and development, and

« international expansion.

Prospective investors in the Notes should refer to “Business of the Group-Strategy” for more detail on the key strategies
outlined above.

Risk Factors
Investing in the Notes entails certain risks. Before investing in the Notes, investors should carefully review “Risk
Factors” below, which sets out certain risks relating to political, economic and legal circumstances, the Turkish banking

industry, the Group and its business and the Notes themselves. Potential investors should not consider the factors discussed
under “Risk Factors” to be a complete set of all potential risks or uncertainties of investing in the Notes.
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Overview of the Notes

The following is an overview of certain information relating to the offering of the Notes, including the principal
provisions of the terms and conditions thereof. This overview is indicative only, does not purport to be complete and is
qualified in its entirety by the more detailed information appearing elsewhere in this Offering Circular. See, in particular,

“Conditions of the Notes.”

ISSUE. .o

Interest and I nterest Payment Dates. .........

Maturity Date: .......ccocveveeeerieieeeeceeeeeee

Status and Subordination: .............ccceeuee...

US$1,000,000,000 principal amount of 6.00% subordinated Notes due 2022,
which are issued in compliance with Article 8 of the BRSA Regulation on
Equities of Banks (published in the Official Gazette dated November 1, 2006
and numbered 26333), as amended (the “BRSA Regulation”) and the BRSA’s
permission and subject to registration with the CMB in accordance with
Article 15/b of Decree 32 and Articles 6 and 25 of the Communiqué.

The Notes will bear interest from and including the Issue Date (i.e., October 24,
2012) at the rate of 6.00% per annum, payable semi-annually in arrear on the
24th day of each April and October (each an “Interest Payment Date”); provided
that, as described in Condition 6, if any such date is not a Payment Business
Day, then such payment will be made on the next Payment Business Day. The
first interest payment (for the period from and including the Issue Date to but
excluding the first Interest Payment Date and amounting to US$30 per
US$1,000 principal amount of Notes) will be made on the first Interest Payment
Date.

In the event that any default is made by the Bank in the payment of any principal
or interest due in respect of the Notes or any of them (save as a result of the
winding-up, dissolution or liquidation of the Bank) and the default continues for
a period of seven days in the case of principal or 14 days in the case of interest,
and for so long as such default is continuing, the Interest Rate will be increased
by one percentage point per annum to 7.00% per annum, which increase will
take effect from and including the date on which the relevant payment was due.

Unless previously redeemed or purchased and cancelled as provided in the
Conditions, the Notes will be redeemed by the Bank at their principal amount on
October 24, 2022.

The net proceeds of the Offering will be used by the Bank for general corporate
purposes.

The Notes will constitute direct, unsecured and subordinated obligations of the
Bank and will, in the case of a Subordination Event and for so long as that
Subordination Event subsists, rank:

(a) subordinate in right of payment to the payment of all of the Bank’s
present and future indebtedness and other obligations (including,
without limitation: (i) obligations for any Senior Taxes, statutory
preferences and other legally-required payments, (ii) obligations to
depositors and trade creditors and (iii) obligations under hedging and
other financial instruments) other than its obligations under: (A) the
Notes, (B) any Parity Obligations and (C) any Junior Obligations
(collectively, the “Senior Obligations™),

(b) pari passu without any preference among themselves and with all

securities or other instruments issued by the Bank, including any
present and future dated subordinated loans (as defined in Article 8 of
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Regulatory Treatment:............cccocevveeerenns

No Set-off or Counterclaim: ..........cocueeeeee.

Certain Covenants.

the BRSA Regulation) or other payment obligations of the Bank that
rank, or are expressed to rank, pari passu with the Bank’s obligations
under the Notes (collectively, the “Parity Obligations”), and

() in priority to all payments in respect of any class of share capital
(including ordinary and preferred shares) of the Bank together with any
present and future undated or perpetual subordinated indebtedness,
including any obligations arising out of any other subordinated loans or
debt instruments (as defined in Article 7 of the BRSA Regulation) or
other payment obligations of the Bank that rank, or are expressed to
rank, junior to the Bank’s obligations under the Notes (collectively, the
“Junior Obligations”).

The Notes are subordinated obligations of the Bank. Consequently, if a
Subordination Event occurs and for so long as that Subordination Event subsists,
no amount will be paid under the Notes until all payment obligations in respect
of Senior Obligations have been satisfied.

“Senior Taxes ” means any tax, levy, fund, impost, duty or other charge or
withholding of a similar nature (including any related penalty or interest)
including the Banking and Insurance Transactions Tax (Banka Sigorta
Muameleleri Vergisi) imposed by Article 28 of the Expenditure Law (No. 6802),
income withholding tax pursuant to the decrees of the Council of Ministers of
Turkey (decrees No.2011/1854 and No.2010/1182, collectively the “Tax
Decrees”), Articles 15 and 30 of the Corporate Income Tax Law (No. 5520) and
Article 94 and Provisional Article 67 of the Income Tax Law (No. 193), any
reverse VAT imposed by the VAT Law (Law No. 3065), any stamp tax imposed
by the Stamp Tax Law (Law No. 488) and any withholding tax imposed by, or
anti-tax haven regulation under, Article 30.7 of the Corporate Income Tax Law
(Law No. 5520).

“Subordination Event” means any distribution of the assets of the Bank on a
dissolution, winding-up or liquidation of the Bank whether in bankruptcy,
insolvency, receivership, voluntary or mandatory reorganization or indebtedness
(konkordato) or any analogous proceedings referred to in the Banking Law (Law
No. 5411), the Turkish Commercial Code (Law No. 6102) or the Turkish
Execution and Bankruptcy Code (Law No. 2004).

The Bank expects to receive the consent of the BRSA to the initial treatment of
100% of the Notes as “Tier II” capital (as provided under Article 5 of the BRSA
Regulation); however no guaranty thereof can be provided. See “Turkish
Regulatory Environment — Capital Adequacy — Tier II Rules under Turkish
Law.”

All payment obligations of, and payments made by, the Bank under and in
respect of the Notes must be determined and made without reference to any right
of set-off or counterclaim of any holder of the Notes, whether arising before or
in respect of any Subordination Event. By virtue of the subordination of the
Notes, following a Subordination Event and for so long as that Subordination
Event subsists and prior to all payment obligations in respect of Senior
Obligations having been satisfied, no holder of the Notes may exercise any right
of set-off or counterclaim in respect of any amount owed to such holder by the
Bank in respect of the Notes and any such rights will be deemed to be waived.

The Bank will agree to certain covenants, including covenants limiting
transactions with affiliates. See “Conditions of the Notes-Condition 4.”
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No Link to Derivative Transactions. ..........

Taxation; Payment of Additional
AMOUNLS: ...t

Optional Redemption for Capital

Disqualification Event: ............c.cccceeveenenn,

Optional Redemption for
Taxation Reasons: .........c.ccoeeveeveeeeneennnne.

The Notes will not be: (a) linked to any derivative transaction or derivative
contract in any way that would result in a violation of Articles 8(1)(c) and (d) of
the BRSA Regulation or (b) in any manner the subject of any guarantee or
security.

All payments in respect of the Notes by or on behalf of the Bank will be made
without withholding or deduction for, or on account of, any present or future
taxes, duties, assessments or governmental charges of whatever nature (“7axes”)
imposed or levied by or on behalf of any Relevant Jurisdiction, unless such
withholding or deduction of the Taxes is required by law. In that event, the Bank
will (subject to certain exceptions) pay such additional amounts as may be
necessary in order that the net amounts received by the Noteholders after the
withholding or deduction will equal the respective amounts that would have
been receivable in respect of the Notes in the absence of the withholding or
deduction. Under current Turkish law, withholding tax at the rate of 0% applies
on interest on the Notes. See “Taxation-Certain Turkish Tax Considerations.”

All payments in respect of the Notes will be made subject to any withholding or
deduction required pursuant to FATCA, as provided in Condition 6.2; it being
understood that, in accordance with Condition 8.1, no additional amount will be
payable by the Bank in respect of any such withholding or reduction.

See “Conditions of the Notes-Condition 8.”

The Notes may be redeemed at the option of the Bank in whole, but not in part,
at their principal amount (together with interest accrued to the date fixed for
redemption) if, as a result of any change in applicable law (including the BRSA
Regulation), or the application or official interpretation thereof, as confirmed in
writing by the BRSA, the principal amount of the outstanding Notes is fully
excluded from inclusion as Tier2 capital of the Bank (save where such
exclusion is only as a result of any applicable limitation on the amount of such
capital) (a “Capital Disqualification Event”). See “Conditions of the Notes-
Condition 7.”

The Notes may be redeemed at the option of the Bank in whole, but not in part,
at any time from the fifth anniversary of the Issue Date (subject to certain
conditions, including the prior approval of the BRSA), at their principal amount
(together with interest accrued to the date fixed for redemption) if:

(a) as a result of any change in, or amendment to, the laws or regulations
of a Relevant Jurisdiction, or any change in the application or official
interpretation of the laws or regulations of a Relevant Jurisdiction,
which change or amendment becomes effective after October 22, 2012,
on the next Interest Payment Date: (i) the Bank would be required to
pay any additional amounts as provided or referred to in Condition 8
and (ii) the Bank would be required to make any withholding as
deduction for, or on account of, any Taxes imposed or levied by or on
behalf of a Relevant Jurisdiction beyond the prevailing applicable rates
on October 22,2012, and

(b) the requirement cannot be avoided by the Bank taking reasonable
measures available to it.
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Events of Default

If:

(a) default is made by the Bank in the payment of any principal or interest
due in respect of the Notes or any of them and the default continues for
a period of seven days in the case of principal or 14 days in the case of
interest; or

(b) a Subordination Event occurs, or

() any order is made by any competent court, or resolution is passed for

the winding-up, dissolution or liquidation of the Bank,
Noteholders may:

6))] in the case of (a) above, institute proceedings for the Bank to be
declared bankrupt or insolvent or for there otherwise to be a
Subordination Event, or for the Bank’s winding up, dissolution or
liquidation and prove in the winding-up, dissolution or liquidation of
the Bank; and/or

(ii) in the case of (b) or (c) above, claim or prove in the winding-up,
dissolution or liquidation of the Bank,

but (in either case) may take no further or other action to enforce, claim or prove
for any payment by the Bank in respect of the Notes and may only claim such
payment in the winding-up, dissolution or liquidation of the Bank.

In any of the events or circumstances described in (b) or (c) above, a Noteholder
may give notice to the Bank that its Notes are, and will accordingly forthwith
become, immediately due and repayable at their principal amount, together with
interest accrued to the date of repayment, subject to the subordination provisions
described under “Status and Subordination” above.

A Noteholder may at its discretion institute such proceedings against the Bank
as it may think fit to enforce any obligation, condition, undertaking or provision
binding on the Bank under the Notes (other than, without prejudice to the
provisions above, any obligation for the payment of any principal or interest in
respect of the Notes), provided that the Bank will not by virtue of the institution
of any such proceedings be obliged to pay any amount or amounts sooner than
the same would otherwise have been payable by it, except with the prior
approval of the BRSA.

No remedy against the Bank other than as provided above will be available to
Noteholders, whether for the recovery of amounts owing in respect of the Notes
or in respect of any breach by the Bank of any of its obligations or covenants
under the Notes.

Form, Transfer and Denominations.......... Notes offered and sold in reliance upon Regulation S will be represented by

beneficial interests in the Regulation S Certificate(s) in registered form, without
interest coupons attached, which will be deposited with the Common
Depository, and registered in the name of the Common Depository (or a
nominee thereof). Notes offered and sold in reliance upon Rule 144A will be
represented by beneficial interests in the Rule 144A Certificate(s), in registered
form, without interest coupons attached, which will be deposited with the
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Purchases by the Bank and
LS AFIlALES: ..o,

ERISA: ..o

Governing Law: ........ccocevveeieeienieeee e,

LiStiNg: coooveeeeieeeeeee e

Turkish Selling Redtrictions.......................

Other Sdlling Restrictions: ...........cccccveuee..

Custodian and registered in the name of Cede & Co. as nominee for DTC.
Except in limited circumstances, certificates for the Notes will not be issued to
investors in exchange for beneficial interests in the Global Certificates.

Interests in the Global Certificates will be subject to certain restrictions on
transfer. See “Transfer Restrictions.” Interests in the Regulation S Certificate(s)
will be shown on, and transfers thereof will be effected only through, records
maintained by Euroclear and Clearstream, Luxembourg (or their respective
direct or indirect participants, as applicable). Interests in the Rule 144A
Certificate(s) will be shown on, and transfers thereof will be effected only
through, records maintained by DTC (or its direct or indirect participants, as
applicable).

Notes will be issued in denominations of US$200,000 and integral multiples of
US$1,000 thereafter.

Pursuant to Article 8 of the BRSA Regulation, the Notes may not be assigned
and/or transferred to, or for the benefit of, any of the Bank’s affiliates or
subsidiaries (as contemplated in the Banking Law (Law No. 5411)). The Bank,
to the extent permitted by applicable laws and subject to having obtained the
prior approval of the BRSA, may at any time (but not before the fifth
anniversary of the Issue Date) purchase the Notes in any manner and at any
price.

Subject to certain conditions, the Notes may be invested in by an “employee
benefit plan” as defined in and subject to Title I of the United States Employee
Retirement Income Security Act of 1974, as amended (“ERISA”), a “plan” as
defined in and subject to Section 4975 of the United States Internal Revenue
Code of 1986, as amended (the “Code”), or any entity whose underlying assets
include “plan assets” of any of the foregoing. See “Certain Considerations for
ERISA and other US Employee Benefit Plans.”

The Notes and the Agency Agreement will be governed by, and construed in
accordance with, English law, except for the provisions related to subordination
in Condition 3 (See “Conditions of the Notes — Condition 3”), which will be
governed by the laws of Turkey.

Applications have been made to the UK Listing Authority for the Notes to be
admitted to listing on the Official List and to the London Stock Exchange for the
Notes to be admitted to trading on the Market; however, no assurance can be
given that such applications will be accepted.

The offer and sale of the Notes (or beneficial interests therein) is subject to
restrictions in Turkey in accordance with applicable CMB and BRSA laws and
regulations. See “Selling Restrictions-Notice to Residents of Turkey.”

The Notes have not been and will not be registered under the Securities Act or
any state securities laws and beneficial interests therein may not be offered or
sold within the United States or to, or for the account or benefit of, any US
person (as defined in Regulation S under the Securities Act) except to QIBs in
reliance upon the exemption from the registration requirements of the Securities
Act provided by Rule 144A or otherwise pursuant to an exemption from, or in a
transaction not subject to, the registration requirements of the Securities Act.
The offer and sale of Notes (or beneficial interests therein) is also subject to
restrictions in Turkey and the United Kingdom. See “Selling Restrictions.”
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Yield: oo

Regulation S Notes Security Codes.............

Rule 144A Notes Security Codes. ...............

Representation of Noteholders. ..................
Expected Ratings: .........cccoeevveeienenieieieens

Fiscal Agent and
Principal Paying Agent: .........cccocovevierenees

Registrar, Transfer Agent
and Paying Agent: .......cccevvevveveeeeieieeenns

United States Paying Agent

For a discussion of certain risk factors relating to Turkey, the Bank and the
Notes that prospective investors should carefully consider prior to making an
investment in the Notes, see “Risk Factors.”

100.00% of the principal amount payable in full in US Dollars on the Issue Date.
6.00%

ISIN: XS0847042024
Common Code: 084704202

ISIN: US900151AB70
CUSIP: 900151AB7
Common Code: 084768294

There will be no trustee.

“BB+” by Fitch and “Ba2” by Moody’s.

The Bank of New York Mellon, London Branch

The Bank of New York Mellon (Luxembourg) S.A.

The Bank of New York Mellon, New York Branch
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SUMMARY FINANCIAL AND OTHER INFORMATION

The following tables set forth, for the periods indicated, selected historical consolidated financial and other
information about the Group. The following selected consolidated financial and other information should be read in
conjunction with, and is qualified in its entirety by reference to, the BRSA Financial Statements, “Management’s Discussion
and Analysis of Financial Condition and Results of Operations” and other relevant information included elsewhere in this
Offering Circular. The BRSA Financial Statements are presented in Turkish Lira and have been prepared in accordance with
BRSA Principles described in more detail in the accounting principles included in the notes to the BRSA Annual Financial
Statements attached hereto and in “Presentation of Financial and Other Information.”

The BRSA Financial Statements as of and for the year ended December 31, 2009 were audited by Deloitte. The
BRSA Financial Statements as of and for the years ended December 31, 2010 and 2011 have been audited, and as of and for
the six month periods ended June 30, 2011 and 2012 have been reviewed, by KPMG.

As of December 31, As of June 30,
2009 2010 2011 2012
Balance Sheet Data: (TL thousands)
Cash and balances with the Central Bank...................c......... 8,789,728 8,595,906 13,886,577 13,539,572
Financial assets at fair value through profit or loss (net)..... 1,318,144 1,837,110 2,418,121 1,903,870
BaANKS ..ot 10,451,745 6,375,798 4,747,906 4,447,222
Money Market Placements — 10,194 171,613 170,522
Financial Assets Available For Sale (Net). . 30,559,433 36,181,207 33,557,066 33,485,969
OGNS .ttt ettt 52,760,440 69,077,804 99,028,122 106,012,214
Factoring Receivables ..........ccocvveirieieeniniieeiesscceeeeene — 331,320 404,653 667,281
Held To Maturity Investments (Net) . 13,347,307 14,070,629 13,707,432 11,874,494
Investments In Associates (Net) .......cooeeereerreiieereeerireneennns 735,900 794,592 776,951 789,492
Investments In Subsidiaries (Net).........ccocvrrierererireeennnenes 2,260,144 2,746,829 3,202,087 3,337,608
Lease Receivables . 931,016 963,265 1,376,390 1,334,677
Tangible ASSEts (NEt) ....c.cevureeeeeeuniiicnieeeerctieeeeeeeeeceeieens 2,040,273 1,999,633 2,166,852 2,105,842
Intangible Assets (Net) 45247 56,114 120,352 139,486
Investment Property (Net).. 810,782 1,242,157 1,037,294 1,050,085
Tax Assets 637,952 836,057 655,919 682,468
Assets Held For Sale And Discontinued Operations (Net).. 28,801 54,233 60,256 64,258
OthET ASSELS ...evveeeveeeveceeeceeeeeeeeee e 4,199,564 5,637,888 6,618,239 7,612,090
TOtAl ASSELS .........oooveeoeeeeeeeeeeeeeeeeeeeeeeeeee e 128,916,476 150,810,736 183,935,830 189,217,150
Deposits from the Bank’s Risk Group 1,485,417 2,287,626 2,133,162 2,072,192
Other deposits 70,569,555 86,188,993 96,698,834 97,808,687
Derivative Financial Liabilities Held for Trading .... 498,835 731,310 916,086 653,534
Funds BOrrowed........c.ccueuiiiinieieieeeeiseeeeeee e 14,798,944 14,282,865 18,779,275 18,803,935
Money Market Funds . 13,472,637 12,969,586 22,472,982 21,522,306
Marketable Securities Issued (Net)........ocoowieeerriceenennns — 195,954 3,765,876 5,393,622
FUNAS - — — 7,894 8,282
Sundry creditors . 4,577,236 5,946,252 7,161,721 8,664,957
Other Habilities......ovuviiierereeeeeeiiet et 679,030 1,181,867 2,442,482 2,448,745
PrOVISIONS ..eveeiiieteieieie ettt 7,112,309 7,560,506 8,713,868 9,356,470
Tax liabilities . 341,245 401,175 438,081 554,591
Subordinated LOAns ........ccccceeiririeeieeeeriiieeeeieeeeneeenes 75,343 77,947 95,000 90,490
Total Liabilities ..............ccoo.oovvvervveeriorerrennrcene e 113,610,551 131,824,081 163,625,261 167,377,811
Paid-in Capital 3,079,639 4,500,000 4,500,000 4,500,000
Share Premium . 31,008 33,937 33,937 33,937
Marketable Securities Revaluation Reserve 576,050 1,241,479 1,159,906 1,650,323
Bonus Shares obtained from Associates, Subsidiaries and
Jointly Controlled Entities (Joint Ventures) 1,383 (1,179) (1,179) (1,179)
Other Capital Reserves 1,977,491 1,615,938 1,615,938 1,615,938
Profit Reserves......... . 5,109,463 5,918,120 8,352,002 10,384,958
Profit OF LOSS...cveveveveveieieiieiiieee et 2,567,793 3,028,597 2,179,515 1,023,718
Minority Shares 1,963,098 2,649,763 2,470,450 2,631,644
Total Equity 15,305,925 18,986,655 20,310,569 21,839,339
Total Liabilities and Equity...............cccccocvvvenivrrrennnnn. 128,916,476 150,810,736 183,935,830 189,217,150
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For the six months ended

June 30,
2009 2010 2011 2011 2012

Income Statement Data: (TL thousands)

Net Interest INCOME ......c.ooveviveeiicrieieriercetee e 5,740,144 5,410,570 5,416,996 2,588,071 3,128,602
Interest Income 11,370,516 10,850,750 12,081,352 5,581,593 7,262,846
Interest Expense..... (5,630,372) (5,440,180) (6,664,356) (2,993,522) (4,134,244)

Net Fees and Commissions Income 976,898 997,891 1,102,726 531,250 592,303

Dividend INCOME ........vurvimeeeeieieiie et neeenes 166,338 45,785 171,477 171,988 204,528

Trading Income (net) . 557,041 292,912 446,913 144,183 487,624

Other Operating INCOME .......c.cuvcurmiurmcvnieiineecinesceneeieeeiceieens 3,497,387 4,026,561 4,060,685 1,907,474 2,170,340
Total Operating Income 10,937,808 10,773,719 11,198,797 5,342,966 6,583,397

Provision for Loans and Other Receivables.............c.ccccceeueene (2,363,565) (1,185,911) (1,494,935) (669,307) (901,552)

Other Operating Expenses (5,213,259) (5,671,987) (6,615,795) (3,151,036) (3,445,622)
Net Operating Income 3,360,984 3,915,821 3,088,067 1,522,623 2,236,223

Profit/Loss from Associates Accounted for using the Equity

6,525 4,806 9,842 4,002 8,132

Profit/Loss on Continuing Operations before Tax..... 3,367,509 3,920,627 3,097,909 1,526,625 2,244,355

Tax Provision for Continuing Operations ..............c.ceeeeeereunee. (615,205) (688,933) (708,541) (324,129) (455,619)

Net Period Profit/LOSs ........cccc.cceeeerereeveesneneerenessnneneens 2,752,304 3,231,694 2,389,368 1,202,496 1,788,736
As of (or for the

six month period

Key Ratios:

Return on average shareholders’ equity excluding minority interest™ ................

Net interest margin® .. ...

Cost-to-income ratio®.. .
Free Capital TA0™ .............ovoeeeeeeeeeeeeeeeee e es e seeeee
Non-performing loans to total cash 10ans............cocceeviiccnnnnccccneccne

Cost to average total assets'™ ............ccoovvvirveeeriiieesies s

Capital Adequacy:
Tier I regulatory capital/risk-weighted assets and market risk..............ccooo........
Total regulatory capital/risk-weighted assets and market risk® .............cco..........

Other Information:
Average employees during the period ............coceeeeerriieeeneseesseee e
Branches at period end..........c.ceiivriiririeeiiee s

Inflation rate/GDP %:
Producer price index inflation” ...............ccoooeivreverreieeeeseeee e

As of (or for the year ended) December 31, ended) June 30,
2009 2010 2011 2012
21.1% 20.2% 13.2% 17.6%
5.6% 4.3% 3.7% 4.0%
35.3% 42.0% 48.5% 42.2%
7.3% 8.0% 7.0% 7.6%
5.1% 3.4% 2.1% 1.9%
2.6% 2.7% 2.6% 2.4%
17.5% 16.3% 13.2% 13.1%
18.1% 17.6% 14.1% 14.4%
21,921 23,443 24,622 24,752
1,093 1,142 1,201 1,214
5.9% 8.9% 13.3% 6.4%
(4.8)% 9.2% 8.5% 3.1%

Gross Domestic Product (% change)® ............ccooovoervoerivereriesieesieseeeeeieeenns

(1) Calculated on quarterly averages.

(2) Bank-only net interest income divided by Bank-only average interest-earning assets. Reserves held at the Central Bank have been excluded from
interest-earning assets. Interest income from the Central Bank has been excluded from net interest income.

(3) Total operating expense and total operating income are net of insurance expense.

(4) Total shareholders’ equity excluding fixed assets, investment property, investments in equity participations and net NPLs, divided by total assets.
(5) Total operating expense is net of insurance expense. Expense items as of and for the six months ended June 30, 2012 are annualized.
(6) Calculated in accordance with BRSA regulations; however, such calculations would differ were Basel II then in effect. See “Management’s Discussion

and Analysis of Financial Condition and Results of Operations — Capital Adequacy.”

(7) Base year —1994.
(8) As published by TurkStat.
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RISK FACTORS

An investment in the Notes involves certain risks. Potential investors should carefully read this entire Offering
Circular and in particular should consider all the risks inherent in making such an investment, including the risk factors set
forth below, before making a decision to invest. These risk factors, individually or together, could have a material adverse
effect on the Group’s business, operations and financial condition which, in turn, could have a material adverse effect on the
Bank’s ability to make payments under the Notes. In addition, the value of the Notes could decline due to any of these risks,
and prospective investors may lose some or all of their investment.

Prospective investors should note that the risks described below are not the only risks the Group faces. These are
only the risks that the Bank considers to be material. In addition, the following describes certain general risks applicable to an
investment in Turkey and the Turkish banking industry and, specifically, risks associated with an investment in the Notes.
There may be additional risks that the Bank does not consider to be material, and risks of which it is currently not aware, and
any of these risks could have similar effects to those described in this section.

This Offering Circular contains forward-looking statements that involve risks and uncertainties. The Group’s actual
results could differ materially from those anticipated in such forward-looking statements as a result of certain factors,
including the risks described below and elsewhere in this Offering Circular. See “Forward-Looking Statements.”

Risks Related to the Group’s Business

Global Financial Crisis and Eurozone Crisis — The Group has been, and will likely continue to be, significantly negatively
affected by the recent global financial crisis and continuing Eurozone crisis

Since mid-2007, the global financial crisis has been the most significant factor affecting global economic conditions.
It has resulted in significant declines in the value of a broad range of real and financial assets, increased volatility in financial
markets and reduced availability of funding. Internationally, many financial institutions sought to raise additional capital and
a number have failed or merged with larger institutions. As a result of concern about the stability of the financial markets
generally and the strength of counterparties in particular, many lenders and institutional investors have reduced lending and,
in some cases, ceased providing funding to borrowers, including other financial institutions, which has significantly reduced
liquidity and the availability of credit in the global financial system.

In response to the global financial crisis, many governments implemented significant stabilization packages, which
included (among other things) the recapitalization of banks, government guarantees of certain forms of debt, the purchase by
government agencies of distressed assets and the provision by governments of guarantees of distressed assets held by banks
and other financial institutions.

The global financial crisis and related economic slowdown has significantly impacted the Turkish economy and the
principal external markets for Turkish goods and services. During the global financial crisis, Turkey suffered reduced
domestic consumption and investment and a sharp decline in exports, which led to an increase in unemployment. Turkey’s
GDP contracted by 7.0% in the fourth quarter of 2008 and declined 4.8% in 2009. Following the implementation of fiscal and
monetary measures during 2009, the Turkish economy began to recover in the fourth quarter of 2009, resulting in Turkey’s
GDP growing by 9.2% in 2010 and 8.5% in 2011 and its unemployment rate decreasing from 16.1% in February 2009 to
8.0% at the end of June 2012 (source: Turkstat). There can be no assurance that the unemployment rate will, in fact, continue
to improve, or even that it will not increase in the future. Continuing high levels of unemployment may affect the Group’s
retail customers and business confidence, which could impair its business strategies and have a material adverse effect on its
business, financial condition and/or results of operations.

Although financial markets responded favorably to measures taken by governments and showed signs of
improvement in 2009, concerns about a sovereign debt crisis in certain European countries, including Greece, Ireland, Italy,
Portugal and Spain, beginning in April 2010 have undermined investor confidence and resulted in a general deterioration of
the financial markets. Although there have been indications of economic recovery, the recovery may not continue. Any
deterioration in the condition of the global or Turkish economies, or continued uncertainty around the potential for such
deterioration, could have a material adverse effect on the Group’s business and customers in a number of ways, including,
among others, the income, wealth, employment, liquidity, business, prospects or financial condition of the Group’s
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customers, which, in turn, could further reduce the Group’s asset quality and demand for the Group’s products and services
and negatively impact the Group’s growth plans. The Group’s business, financial condition and/or results of operations may
also continue to be adversely affected by conditions in the global and Turkish financial markets as long as they remain
volatile and subject to disruption and uncertainty.

Counterparty Credit Risk — The Group is subject to credit risk in relation to its borrowers and other counterparties

The Group is subject to inherent risks concerning the credit quality of borrowers and other counterparties, which has
affected and is expected to continue to affect the value of the Group’s assets, particularly if economic conditions in Turkey
deteriorate. A general assessment of risk by categories suggests that credit risk was the most significant risk to which the
Group has been exposed in the last three years.

Changes in the credit quality of the Group’s customers and counterparties arising from systemic risks in the Turkish
and global financial system can negatively affect the value of the Group’s assets. Such risks could also result in increased
unemployment, reduced corporate liquidity and profitability, increased corporate insolvencies and the inability of individuals
to service their personal debt, which negatively affect the Turkish banking sector, including the Group. According to BRSA
statistics, the ratio of non-performing loans to total loans in the Turkish banking sector was 5.3% as of December 31, 2009,
3.7% as of December 31, 2010, 2.7% as of December 31, 2011 and 2.7% as of June 30, 2012. (with respect to the Group,
5.1%, 3.4%, 2.1% and 1.9%, respectively). For information on the Group’s non-performing loans, see “Selected Statistical
and Other Data — Summary of Loan Loss Experience.”

Although the Group has put in place policies and procedures to monitor and assess credit risk, taking into account
the payment ability and cash generating ability of the borrower in extending credit, the Group might not correctly assess the
creditworthiness of its credit applicants. In addition, as the Group’s loan portfolio has grown substantially, particularly since
the instability caused by the global financial crisis has decreased, the Group has extended credit both to new customers, many
of whom may have more limited credit histories, and existing customers. Although such new loans are subject to the Group’s
credit review and monitoring practices, they may be subject to higher credit risks compared to borrowers with whom the
Group has greater experience. Furthermore, the Group’s exposures to certain borrowers (particularly for loans for
infrastructure and energy projects) are large and the Group is likely to continue making such large loans where such an
investment is determined by the Group to be a credit-worthy transaction. See “Risk Management — Credit Risk.” The Group’s
exposure to credit risk could lead to a material adverse effect on the Group’s business, financial condition and/or results of
operations.

Competition in the Turkish Banking Sector — The Group faces intense competition in the Turkish banking sector

The Turkish banking sector is highly competitive and dominated by a small number of banks. As of June 30, 2012,
there were a total of 48 banks (excluding the Central Bank) licensed to operate in Turkey. As of June 30, 2012, the top five
banks in Turkey (one of which is a state-controlled bank) held 57% of the banking sector’s total loan portfolio (excluding
participation banks) and 60% of the total bank assets (excluding participation banks) in Turkey, according to the Banks
Association of Turkey. As of June 30, 2012, the Bank was the largest in the Turkish banking sector in terms of total assets
and total loans and was also the largest among the private commercial banks in terms of total deposits, each as measured on a
bank-only basis. The Group also faces competition against the state-controlled financial institutions, such as T.C. Ziraat
Bankas1 A.S. (“Ziraat”), Tirkiye Vakiflar Bankasi T.A.O (“Vakifbank™) and Tirkiye Halk Bankas1 A.S. (“Halkbank”). Such
government-controlled financial institutions historically focused on government and government-related projects but are
increasingly focusing on the private sector, leading to increased competition and pressure on margins. In particular, such
government-controlled institutions may have access to low cost deposits (on which such institutions pay low or no interest)
through State Economic Enterprises (“SEEs”) owned or administered by the Turkish government, which could result in a
lower cost of funds that cannot be duplicated by private banks. Such actions by government-controlled financial institutions,
in addition to ongoing competitive pressures from private financial institutions, have caused net interest margins to decline
across the Turkish banking market and such downward pressure is expected to continue in at least the short term.

Foreign financial institutions have shown a strong interest in competing in the banking sector in Turkey. HSBC
Bank plc, UniCredito Italiano, BBVA, BNP Paribas, the National Bank of Greece, Citigroup, ING and Bank Hapoalim are
among the many non-Turkish financial institutions that have purchased or made investments in Turkish banks or opened their
own Turkish offices; however, certain of such institutions (such as National Bank of Greece) have (or may) put some or all of
their investments in Turkish banks up for sale as a result of their own financial circumstances. The Bank’s management
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believes that further entries into the sector by foreign competitors, either directly or in collaboration with existing Turkish
banks, could increase competition in the market. Similarly, the expansion of foreign banks’ presence in Turkey, in addition to
direct investment, may lead to further competitive pressures. Foreign competitors may have greater resources and more cost-
effective funding sources than the Group. If competitors can offer better lending rates to clients or higher interest rates on
deposits, the Group could lose customers, be forced to reduce its margins or be forced to look for more expensive funding
sources, among other things. This, in turn, could negatively affect the Group’s profitability. The Group might not be able to
offset domestic and foreign competitive pressures in certain industry sectors.

To address this competition, the Bank plans to continue expanding its branch network (including opening new
international branches in Pristina, Kosovo and Baghdad, Iraq) and operations and/or redistribute the distribution of its
existing branches while continuing its focus on financial strength and performance. Risks associated with the implementation
of such strategy may include higher than anticipated costs of opening new branches, an inability to deploy profitably assets
acquired or developed through expansion, new business operations (including the deployment of new products) having less
profit potential (or none at all) and demonstrating lower overall growth than the Bank anticipates and pressure on profits
owing to the time lag between the incurrence of expansion costs and any related future increases in income, if any. In the first
half of 2012, the Bank opened 13 domestic branches, and the Bank is currently planning on opening a total of 47 domestic
branches during 2012 with a similar amount of additional new domestic branches being opened in 2013. Moreover, as
competition in the Turkish banking sector continues to intensify, the Group may seek to further expand internationally
through acquisitions or the establishment of branches, which may lead to additional risks and uncertainties relating to the
geographic, political and economic environment into which the Group seeks to expand.

In addition, Turkish banks traditionally have tended to hold a significant proportion of their assets in Turkish
government securities. Since 2008, interest rates in Turkey have declined substantially, which has made holding government
bonds a less profitable strategy and banks have reacted by shifting funds towards higher-yielding assets, such as loans to
customers. Increased competition for customers in these circumstances, however, may reduce lending margins. As a result of
increased competition in conjunction with the lower interest rate environment, the margins the Group can achieve on its
products may decrease. Further competitive pressures might result in continued margin compression, which could have a
material adverse effect on the Group’s business, financial condition and/or results of operations.

Market Risk — The Group is exposed to market risk

The Group is subject to risks that arise from open positions in interest rate, currency and equity products, all of
which are exposed to general and specific market movements. The Group seeks to manage its market risk exposure through a
range of measures (see “Risk Management — Market Risk” for further information). Such measures might not be successful
in mitigating all market risk and the Group’s exposure to market risks could lead to a material adverse effect on the Group’s
business, financial condition and/or results of operations. Certain of such risks are described in greater detail below.

Foreign Exchange and Currency Risk — The Group is exposed to foreign exchange and currency risks

A significant portion of the Group’s assets and liabilities are denominated in foreign currencies, particularly US
Dollars, Euro and Pounds Sterling. For example, the Group had loans denominated in currencies other than the Turkish Lira
totaling the equivalent of TL 38,635 million and TL 38,396 million as of December 31, 2011 and June 30, 2012, respectively,
representing 39.0% and 36.2%, respectively, of the Group’s total loans at such dates. In preparing its BRSA Financial
Statements and IFRS Financial Statements, transactions in currencies other than Turkish Lira are recorded at the rates of
exchange prevailing on the dates of the transactions. At each balance sheet date, monetary items denominated in foreign
currencies are retranslated at the rates prevailing on the balance sheet date. Non-monetary items carried at fair value that are
denominated in foreign currencies are retranslated at the rates prevailing on the date when the fair value was determined.
Non-monetary items that are measured in terms of historical cost in a foreign currency are not retranslated. As a result, the
Group’s reported income is affected by changes in the value of the Turkish Lira with respect to foreign currencies. The
overall effect of exchange rate movements on the Group’s results of operations depends upon the rate of depreciation or
appreciation of the Turkish Lira against its principal trading and financing currencies.

In addition, the Group is exposed to exchange rate risk to the extent that its assets and liabilities are mismatched.
The Group seeks to manage the gap between its foreign currency-denominated assets and liabilities by (among other things)
matching the volumes and maturities of its foreign currency-denominated loans against its foreign currency-denominated
funding or by entering into currency hedges. Although regulatory limits prohibit the Bank and the Group from having a net
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currency short or long position of greater than 20% of the total capital used in the calculation of its regulatory capital
adequacy ratios, if the Bank or the Group is unable to manage the gap between its foreign currency-denominated assets and
liabilities, then material volatility in exchange rates could lead to operating losses, which could have a material adverse effect
on the Group’s business, financial condition and/or results of operations.

Although the Group has adopted procedures and policies aimed at minimizing this risk (see “Risk Management —
Currency Risk” for further information), these measures might not adequately protect the Group’s business, financial
condition and/or results of operations from the effect of exchange rate fluctuations or may limit any benefit that the Group
might otherwise receive from favorable movements in exchange rates.

Interest Rate Risk — The Group may be negatively affected by volatility in interest rates

The Group’s results of operations depend upon the level of its net interest income, which is the difference between
interest income from interest-earning assets and interest expense on interest-bearing liabilities. The difference between
average interest income and average interest expense is net interest margin. Net interest income contributed 47.5%, 48.4%,
50.2% and 52.5% of operating income in the first six months of 2012 and for the years 2011, 2010 and 2009, respectively,
and net interest margin as measured on a Bank-only basis was 4.0%, 3.7%, 4.3% and 5.6% over the same periods. Interest
rates are highly sensitive to many factors beyond the Group’s control, including monetary policies pursued by the Central
Bank, domestic and international economic and political conditions and other factors. Income from financial operations is
particularly vulnerable to interest rate volatility. In addition, as of June 30, 2012, over 90% of the Group’s securities portfolio
consisted of Turkish government debt securities, which accounted for approximately 23.1% of the Group’s total assets. As a
result, a large portion of the Group’s total assets is exposed to interest rate risk.

Changes in market interest rates could affect the spread between interest rates charged on interest-earning assets and
interest rates paid on interest-bearing liabilities and thereby affect the Group’s results of operations. An increase in interest
rates, for instance, could cause interest expense on deposits (which are typically short-term and reset frequently) to increase
more significantly and quickly than interest income from loans (which are short-, medium- and long-term), resulting in a
reduction in net interest income. In addition, a significant fall in average interest rates charged on loans to customers that is
not fully matched by a decrease in interest rates on funding sources, or a significant rise in interest rates on funding sources
that is not fully matched by a rise in interest rates charged, to the extent such exposures are not hedged, could have a material
adverse effect on the Group’s business, financial condition and/or results of operations. For more information on recent
trends in Turkish interest rates, see “Managements’ Discussion and Analysis of Financial Condition and Results of
Operations - Significant Factors Affecting the Group’s Financial Condition and Results of Operations — Interest Rates.”

Although the Group uses various instruments and measures to manage exposures to interest rate risk (see “Risk
Management — Interest Rate Risk™), these instruments and measures might not protect the Group from the risks of changing
interest rates.

Liquidity Risk — The Group is subject to liquidity and financing risk

Liquidity risk comprises uncertainties in relation to the Group’s ability, under adverse conditions, to access funding
necessary to cover obligations to customers, meet the maturity of liabilities and satisfy capital requirements. It includes the
risk of lack of access to funding (other than from the reserves held with the Central Bank and limits granted to the Bank by
the Central Bank both in Turkish Lira and foreign currency), the risk of unexpected increases in the cost of financing and the
risk of not being able to structure the maturity dates of the Group’s liabilities reasonably in line with its assets, as well as the
risk of not being able to meet payment obligations on time at a reasonable price due to liquidity pressures. The Group’s
inability to meet its net funding requirements due to inadequate liquidity could materially adversely affect its business,
financial conditions and/or results of operations.

The Group relies primarily on short-term liabilities in the form of deposits (typically term deposits with terms of
zero to 30 days) as its source of funding and has a mix of short-, medium- and long-term assets in the form of retail,
consumer and corporate loans, mortgages and credit cards, which may result in asset-liability maturity gaps and ultimately
liquidity problems. In addition, depositors might withdraw their funds at a rate faster than the rate at which borrowers repay.
For example, the unemployment rate in Turkey was 8% as of June 30, 2012, according to TurkStat. If the Group’s customers
become or remain unemployed, then they might save less, or consume more of their money deposited with the Group, which
could negatively affect the Group’s access to deposit-based funding. An inability on the Group’s part to access funds or to
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access the markets from which it raises funds may put the Group’s positions in liquid assets at risk and lead the Group to be
unable to finance its operations and growth plans adequately. The Group might be unable to secure funding through sources
such as its current syndicated loan facilities or future transactions in the international capital markets if conditions in these
markets, or its credit ratings, were to deteriorate.

In addition to deposits, the Group also relies on non-deposit funding (which includes repos and money market, funds
borrowed and marketable securities issued), which as of June 30, 2012 accounted for 24.2% of the Group’s total liabilities
compared to 24.5% as of December 31, 2011. The Group’s loan-to-deposit ratio was 106.1% as of June 30, 2012, increasing
from 100.2% as of December 31, 2011 and 78.1% as of December 31, 2010. If growth in the Group’s deposit portfolio does
not keep pace with growth in its loan portfolio, the Group might need to become more reliant upon non-deposit funding
sources.

A rising interest rate environment could compound the risk of the Group not being able to access funds at attractive
rates. These and other factors could lead creditors to form a negative view of the Group’s liquidity, which could result in
lower credit ratings, higher borrowing costs and less access to funds. In addition, the Group’s ability to raise or access funds
may be impaired by factors that are not specific to its operations, such as general market conditions, severe disruption of the
financial markets or negative views about the prospects of the sectors to which the Group lends. While the Group aims to
maintain at any given time an adequate level of liquidity reserves, strains on liquidity caused by any of these factors or
otherwise could adversely affect the Group’s business, financial position and/or results of operations. For example, in case of
a liquidity crisis, wholesale funding becomes more difficult to obtain, which may adversely affect borrowing using certain
capital market instruments including future flow transactions and eurobonds.

Similarly, the Group may experience difficulty accessing certain sources of international or wholesale funding if the
credit rating of the Republic of Turkey is downgraded.

The Group might not be able to obtain additional funding on commercially reasonable terms as and when required,
or at all. The Group’s inability to refinance or replace deposits and devalued assets with alternative funding could result in its
failure to service its debt, fulfill loan commitments or meet other on- or off-balance sheet payment obligations on specific
dates, which could have a material adverse effect on the Group’s business, financial condition and/or results of operations.
For further information on the Group’s liquidity risk management policy, see “Risk Management — Liquidity Risk.”

Foreign Currency Borrowing and Refinancing Risk — The Group relies to an extent on foreign currency-denominated
borrowings, which may result in difficulty in refinancing or may increase its cost of funding, particularly if the Group suffers
a ratings downgrade

While the Bank’s principal source of funding comes from deposits, these funds are short-term by nature and thus do
not enable the Bank to match fund its long-term assets. In addition, price competition for wholesale deposits has made such
deposits less attractive. As a result, the Bank has raised and likely will seek to increase its raising of longer term funds from
syndicated loans, future flow transactions, Eurobond issuances, bilateral loans and other transactions, almost all of which
have been denominated in foreign currencies as such long-term financing is not widely available within Turkey. As of
June 30, 2012, the Group’s total foreign currency-denominated borrowings constituted 12.1% of its consolidated assets. To
date, the Bank has been successful in extending, at a relatively low cost, the maturity profile of its funding base, even during
times of volatility in international markets, although this might not continue in the future. Particularly in light of the historical
volatility of emerging market financings, the Group: (a) might have difficulty extending and/or refinancing its existing
foreign currency-denominated indebtedness, hindering its ability to avoid the interest rate risk inherent in maturity
mismatches of assets and liabilities, and (b) is susceptible to devaluations of the Turkish Lira (which would thus increase the
amount of Turkish Lira that it would need to make payments on its foreign currency-denominated obligations). Should these
risks materialize, these circumstances could have a material adverse effect on the Group’s business, financial condition
and/or results of operations.

A downward change in the ratings published by rating agencies of either the sovereign or members of the Group
may increase the costs of indebtedness and/or the refinancing of the Group’s existing indebtedness raised in the international
financial markets, including to the extent that such a downgrade is perceived as a deterioration of the capacity of the Group to
pay its debt, resulting in additional interest expense for the Group.
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As required by the rules of Basel IT and Basel III, banks that are in jurisdictions that have adopted Basel II (and, in
the future, Basel III) and that provide credit to a bank (such as the Bank) are or may be required to apply a risk-weighting
higher than that currently applied. In addition, the rules of Basel II require that claims on sovereign entities and their central
banks be risk-weighted according to the credit assessment applied to such sovereigns. According to the national law
regarding the implementation of Basel II principles in Turkey, all Turkish Lira-denominated claims on sovereign entities in
Turkey are risk weighted as 0%. On the other hand, foreign exchange claims on sovereign entities of Turkey are risk
weighted as 100%, excluding the claims on the Central Bank (reserve requirements, etc.), which have a 0% risk weight.
While it is impossible to predict the impact of the implementation of such requirements by the Group’s creditors, if banks
subject to the Basel requirements are required to apply higher risk weightings to credits extended to the Group, then this may
result in a reduction in funds available for borrowing by the Group and/or an increase in the costs of such borrowing.

These risks may increase as the Group seeks to increase long-term lending to its customers, including mortgages and
project financings, the funding for much of which is likely to be made through borrowings in foreign currency. As of June 30,
2012, approximately 94.9% of the Group’s foreign currency-denominated borrowing was sourced from international banks,
multilateral institutions and “future flow” transactions. Should the Group be unable to continue to borrow funds on
acceptable terms, if at all, this could have a material adverse effect on the Group’s business, financial condition and/or results
of operations.

SME/Retail Concentration Risk - A significant percentage of the Group’s loan portfolio consists of retail loans and loans to
SMEs, and a negative impact on the financial condition of the Group’s retail or SME customers could have a material
adverse effect on the Group’s business, financial condition and/or results of operations

As of June 30, 2012, 50.7% of the Bank’s loan portfolio consisted of retail loans and loans to SMEs (as defined by
the BRSA SME Definition), with retail loans accounting for 28.4% of the Bank’s total loan portfolio, and loans to SMEs (as
defined by the BRSA SME Definition) accounting for 22.3%. Retail and SME customers typically have less financial
strength than corporate borrowers, and negative developments in the Turkish economy could affect retail and SME customers
more significantly than large corporate borrowers. The Group’s ratio of non-performing loans to total loan value for each of
2009, 2010 and 2011 was 5.1%, 3.4% and 2.1%, respectively, and 1.9% as of June 30, 2012. In each of the periods
mentioned, non-performing loans to SMEs (as defined by the BRSA SME Definition) accounted for a significantly higher
percentage of total non-performing loans (each an “NPL”) (10.0%, 6.2% and 3.9% as of December 31, 2009, 2010 and 2011,
respectively, and 3.5% as of June 30, 2012). For retail loans, the Group’s NPL ratios were 6.3%, 4.7% and 2.5% as of
December 31, 2009, 2010 and 2011, respectively, and 2.2% as of June 30, 2012. A negative impact on the financial condition
of the Group’s retail or SME customers could have a material adverse effect on the Group’s business, financial condition
and/or results of operations.

The general macro-economic conditions in Turkey could have a material adverse effect on the Group’s retail and
SME customers, both as borrowers and providers of deposits. In particular, although the unemployment rate in Turkey is
currently declining, it could increase in the future, and rising levels of unemployment may reduce the ability of the Group’s
customers to meet their payment obligations and/or deposit funds with the Bank. Similarly, reduced demand caused by a
slowdown in the Turkish economy could significantly impact SMEs. Any material adverse effect on the Group’s retail and
SME customers resulting from macro-economic conditions could impair the Group’s business strategies and have a material
adverse effect on the Group’s business, financial condition and/or results of operations.

Insufficient Collateral - The value of collateral securing the Group’s loans and advances may not be sufficient

The Group may have difficulty realizing on collateral or enforcing guarantees or other third-party credit support
arrangements when debtors default. In addition, the time and costs associated with enforcing security in Turkey may make it
uneconomical for the Group to pursue such proceedings, adversely affecting the Group’s ability to recover its loan losses. As
of June 30, 2012, a significant portion of the Group’s loans were collateralized.

Deterioration in economic conditions in Turkey or a decline in the value of certain markets may reduce the value of
collateral securing the Group’s loans and advances, increasing the risk that the Group would not be able to recover the full
amount of any such loans and advances in a default. In accordance with the Group’s credit policies, if any collateral shortfall
is identified during credit reviews, then borrowers are required to provide additional collateral sufficient to cover any
shortfall; however, a borrower might not be willing or able to post additional collateral. If the Group seeks to realize on any

28



such collateral, it may be difficult to find a buyer and/or the collateral may be sold for significantly less than its appraised or
actual value.

The Group also undertakes certain types of lending without tangible collateral, relying only on personal guarantees,
which may not be sufficient to cover the outstanding amount following a default.

The Group might not be able to realize adequate proceeds from collateral disposals to cover loan losses, which could
have a material adverse effect on the Group’s business, financial condition and/or results of operations.

Reduction in Earnings on Investment Portfolio — The Group may be unable to sustain the level of earnings on its securities
portfolio obtained during recent years

The Group has historically generated a significant portion of interest income from its securities portfolio, with
interest income derived from the Group’s securities portfolio in 2009, 2010 and 2011 and the first half of 2012 accounting for
32.1%, 38.5%, 34.9% and 29.9%, respectively, of its total interest income (and 21.4%, 25.0%, 22.8% and 19.6%,
respectively, of its gross operating income before deducting interest expense and fee and commission expense). The Bank
also has obtained large realized gains from the sale of securities in the available-for-sale portfolio. The CPI-linked securities
in the Bank’s investment portfolio have been providing high real yields compared to other government securities, which also
have been generating high nominal yields in a high inflation environment, but their impact on the Bank’s earnings will vary
as inflation rates change.

While the contribution of income from the Group’s securities portfolio has been significant over recent years, such
income may not be as large in coming years. In particular, the robust trading gains earned during the global financial crisis as
a result of the high level of volatility in financial markets might not continue. As such, high levels of earnings from the
Group’s securities portfolio might not be sustainable in future periods. If the Group is unable to sustain its high levels of
earnings from its securities portfolio, then this could have a material adverse effect on its business, financial condition and/or
results of operations. In addition, as the Group’s investment portfolio is heavily concentrated in Turkish government
securities, see also “Risks Related to Turkey - Government Default” below.

Correlation of Financial Risks — The occurrence of a risk borne by the Group could exacerbate other risks that the Group
faces

The exposure of the Group’s business to a market downturn in Turkey or the other markets in which it operates, or
any other risks, could exacerbate or trigger other risks that the Group faces. For example, if the Group incurs substantial
trading losses due to a market downturn in Turkey, then its need for liquidity could rise sharply while the availability of such
liquidity in the market could be impaired. In addition, in conjunction with a market downturn, the Group’s customers could
incur substantial losses of their own, thereby weakening their financial condition and increasing the credit risk of the Group’s
exposure to such customers. If this or any other combination of risks occurs, then this could have a material adverse effect on
the Group’s business, financial condition and/or results of operations.

Banking Regulatory Matters — The activities of the Group are highly regulated and changes to applicable laws or
regulations, the interpretation or enforcement of such laws or regulations or the failure to comply with such laws or
regulations could have an adverse impact on the Group’s business

As banks are highly regulated entities, the Group is subject to a number of banking, consumer protection,
competition, antitrust and other regulations designed to maintain the safety and financial soundness of banks, ensure their
compliance with economic and other obligations and limit their exposure to risk. These regulations include Turkish laws and
regulations (and in particular those of the BRSA), as well as laws and regulations of certain other countries in which the
Group operates. Basel II regulations, which has been translated into national law in accordance with (where applicable) the
capital requirements Directives of the European Community numbered 2006/48/EC and 2006/49/EC (the “CRD”) is in effect
in Turkey for standardized approaches starting from July 1, 2012.

In the future, Turkish banks’ capital adequacy requirement will be further affected by Basel III, which includes

requirements regarding regulatory capital, liquidity, leverage ratio and counterparty credit risk measurements. Although an
official timetable for the adoption of Basel III regulations in Turkey has not been announced by the BRSA, the regulations
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are expected to be implemented between 2013 and 2019 in accordance with the transition period acknowledged by the Basel
Committee. See “Turkish Regulatory Environment™ for a description of the Turkish banking regulatory environment.

As a result of the recent global financial crisis, policy makers in Turkey, the EU and other jurisdictions in which the
Group operates have enacted or proposed various new laws and regulations, including those that limit the fees and
commissions that banks may charge their customers, and there is still uncertainty as to what impact these changes may have.
The BRSA or the government also might introduce certain new laws and regulations that impose limits with respect to fees
and commissions charged to customers or, as to credit cards, the monthly minimum payments required to be paid by
cardholders. For instance, the new Draft Law on the Protection of Consumers proposes significant new rules that would
negatively affect Turkish banks, such as preventing banks from charging their customers an annual fee for accounts and
credit cards.

In another example, effective as of June 18, 2011, the BRSA introduced new regulations to further affect loan
growth through amending the Regulation on Provisions and Classification of Loans and Receivables, which sets out the
procedures for loan loss reserves for non-performing loans, and the Regulation on Measurement and Evaluation of Capital
Adequacy of Banks, which sets out the procedures for capital adequacy requirements. Additionally, Turkish authorities have
limited mortgage loan-to-value ratios to 75%, imposed a ceiling on mutual fund fees and decreased ceiling rates on credit
cards. The Central Bank has also altered reserve requirements from time to time (see “Managements’ Discussion and
Analysis of Financial Condition and Results of Operations - Significant Factors Affecting the Group’s Financial Condition
and Results of Operations — Central Bank Reserve Requirements”). The Group might not be able to pass on any increased
costs associated with such regulatory changes to its customers, particularly given the high level of competition in the Turkish
banking market (see “Turkish Banking Sector — Competition”). Accordingly, the Group might not be able to sustain its level
of profitability in light of these regulatory changes and the Group’s profitability is likely to be materially adversely impacted
until such changes are incorporated into the Group’s pricing.

The Central Bank has also stopped paying interest to banks on Central Bank reserve deposits and has introduced a
regulation that stipulates that the interest rate on demand deposits may not exceed 0.25% annually.

Regulatory changes such as increased reserve requirements, the non-payment of interest on reserves and caps on
interest rates charged on credit cards can have an adverse impact on the Bank’s net interest income, thereby exerting
downward pressure on the Bank’s net interest margins. New laws and regulations may increase the Group’s cost of doing
business or limit its activities and might be adopted, enforced or interpreted in a manner that could have an adverse effect on
the Group’s business, financial condition, cash flows and/or results of operations. In addition, such measures could also limit
or reduce growth of the Turkish economy and consequently the demand for the Group’s products and services. In addition, as
a consequence of certain of these changes, the Group was required to increase its capital reserves and may need to access
more expensive sources of financing to meet its funding requirements. Any failure by the Group to adopt adequate responses
to these or future changes in the regulatory framework could have an adverse effect on the Group’s business, financial
condition and/or results of operations. Finally, non-compliance with regulatory guidelines could expose the Group to
potential liabilities and fines and damage its reputation. See also “Business of the Group — Legal Proceedings,” including a
description therein of an on-going investigation by the Competition Board.

International Operations — Adverse changes in the regulatory and economic environment in jurisdictions in which the Group
operates could have a material adverse effect on the Group

While a substantial majority of the Group’s operations are in Turkey, it also maintains operations in countries such
as Russia, Germany, the United Kingdom and Bahrain. The Group’s operations outside of Turkey are subject to differing
regulatory environments and domestic economic conditions and require the Group to engage in transactions in relevant local
currencies such as the Euro, the Russian Ruble and the British Pound Sterling. Adverse changes in the regulatory
environments, economic conditions, relevant exchange rates and/or other circumstances in the jurisdictions in which the
Group operates could have a material adverse effect on the Group’s business, financial condition and/or results of operations.

Participations— The Bank is exposed to risks related to its equity investments
The Bank maintains equity participations in companies in various sectors, including financial services, glass and

telecommunications. While such investments have historically had an aggregate positive impact on the Group’s financial
condition: (a) any particular existing or future investment, or such investments in the aggregate, and/or (b) the currently
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contemplated divestitures, might result in losses to the Group, which could be material. In addition, the level of dividends
received by the Bank from such investments may vary from year to year, potentially significantly, and affect the Bank’s net
income accordingly.

Related Party Transactions — The Bank is exposed to risks related to doing business with related parties

The Turkish Banking Law No. 5411 of 2005, as amended (the “Banking Law”), places limits on a Turkish bank’s
exposure to related parties. The Group enters into banking transactions with its affiliates, including non-financial entities in
which it holds a participation, within the framework of the Banking Law and tax regulations. Although the Bank’s
management believes that these transactions are on an arm’s length basis and in line with the Banking Law and tax
regulations, the interests of the Group might not at all times be aligned with the interests of the Noteholders. For further
information on the Group’s transactions with its affiliates, see “Business of the Group — Subsidiaries and Affiliates.”

Measures to Prevent Money Laundering and/or Terrorist Financing — Third parties might use the Group as a conduit for
illegal or terrorist activities without the Group’s knowledge

Although the Group has adopted various policies and procedures, and has put in place systems, including internal
control, “know your customer” rules and transaction monitoring, aimed at preventing money laundering and terrorist
financing, and seeks to adhere to all requirements under Turkish legislation and international standards aimed at preventing it
being used as a vehicle for money laundering or terrorist financing, these policies and procedures might not be completely
effective. Similar to other financial institutions, if the Group fails to comply with timely reporting requirements or other anti-
money laundering or anti-terrorist financing regulations and/or is associated with money laundering and/or terrorist
financing, its business, results of operations, financial condition and/or prospects could be adversely affected. In addition,
involvement in such activities may carry criminal or regulatory fines and sanctions and could severely harm the Group’s
reputation.

Risk Management Strategies — The Group’s risk management strategies and internal controls may leave it exposed to
unidentified or unanticipated risks

The Group’s risk management strategies and internal controls may leave it exposed to unidentified or unanticipated
risks. The Group’s risk management and internal control policies and procedures might not adequately control, or protect the
Group against, all credit, liquidity, market and other risks. In addition, certain risks may not be accurately quantified by the
Group’s risk management systems. Some of the Group’s methods of managing risk are based upon the use of historical
market data, which, as evidenced by events caused by the global financial crisis, may not always accurately predict future
risk exposures, which could be significantly greater than historical measures indicate.

Any material deficiency in the Group’s risk management or other internal control policies or procedures might
expose it to significant credit, liquidity, market or operational risk, which may in turn have a material adverse effect on the
Group’s business, results of operations, financial condition and/or prospects.

Corporate Governance — Turkish corporate governance standards are not equivalent to those of certain other countries

The standards of corporate governance expected by Turkish law or regulation may not be as high (or cover the same
areas) as those set out by the rules of other jurisdictions (such as the United States or the United Kingdom). For example,
unlike in the United States and certain other markets, historically neither Turkish laws nor the rules of the CMB required that
there be any independent directors on the board of directors of a Turkish company such as the Bank. On December 30, 2011,
the Communiqué on the Determination and Implementation of Corporate Governance Principles Series: IV, No: 56, as
amended (the “Corporate Governance Communiqué”) was published and entered into force, providing certain mandatory and
non-mandatory principles applicable to all corporations listed on the ISE, including banks. The Corporate Governance
Communiqué is in force for all listed companies except for banks, which will become subject to this regulation on
December 30, 2012. Therefore, the provisions of the regulation are expected to become applicable to the Bank starting from
the aforementioned date, and it will remain subject to existing corporate governance requirements under other Turkish laws
and regulations (i.e., those that apply to non-listed companies and banks). Listed banks will have to comply with all of the
mandatory principles under the Corporate Governance Communiqué when these principles become applicable for them and,
according to the regulation, any non-compliance with the non-mandatory principles in the Corporate Governance
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Communiqué will have to be explained in the bank’s annual Corporate Governance Principles Compliance Report, which is
published as part of the bank’s annual reports.

Turkish Disclosure Standards — Turkish disclosure standards may differ in certain significant respects from those in certain
other countries, leading to a lesser amount of information being available

Historically, the reporting, accounting and financial practices applied by Turkish banks differ in certain respects
from those applicable to similar banks in the European Union or in other developed economies. There is less publicly
available information on businesses in Turkey than is regularly published by similar businesses in the EU or in other
developed markets and any information that is published may only be presented in Turkish. In recent years, the Turkish
banks have applied IAS and IFRS in accounting and reporting due to BRSA regulations other than provision requirements for
loans to the extent that provision requirements differ from BRSA requirements. The BRSA rules require Turkish banks to
publish their financial reports on their websites and their annual financial reports in the official gazette in Turkey. Annual
financial reports comprise audited financial statements and activity reports, and quarterly financial reports comprise reviewed
financial statements and interim management reports. Financial statements are available first under BRSA Principles, and
only subsequently made available in IFRS statements. Most Turkish banks, including the Bank, have English versions of
their financial statements available on their websites. In addition, banks that are listed on the ISE are also required to publish
their financial statements on a quarterly basis and to disclose any significant development that is likely to have an impact on
investors’ decisions and/or that would be likely to have a significant effect on the price of the issuer’s securities (both through
the Turkish government’s Public Disclosure Platform’s website and the bank’s own website). Nonetheless, investors who are
unfamiliar with the Turkish banking system might not have the same level of access to relevant information as that of a
similar bank in the EU, the United States or other more-developed markets.

The Group maintains its accounting systems and prepares its accounts and publishes quarterly financial results in
accordance with the BRSA Principles. These accounts are not prepared on a basis consistent with IFRS as applied in
preparing the IFRS Financial Statements. Only the Bank’s annual and half-yearly published financial statements are prepared
in accordance with IFRS. There are differences between the BRSA Financial Statements and the IFRS Financial Statements.
A summary of such differences as they apply to the Group has been included elsewhere in this Offering Circular, including
the differences described above and other potential differences that may materially affect the Group’s results of operations
and financial position (see “Summary of Significant Differences between IFRS and BRSA Accounting Principles and
Reconciliation of Certain BRSA and IFRS Data”). Potential investors should rely upon their own examination of the Group,
the terms of the Notes and the financial and other information contained in this Offering Circular.

BRSA Accounting - Turkish banking regulation is administered on the basis of BRSA accounts

The Bank’s primary regulator, the BRSA, uses the BRSA Financial Statements to assess the Bank’s and the Group’s
compliance with banking regulations and capital adequacy requirements. Therefore, the results of operations and financial
condition of the Group’s as reflected in the IFRS Financial Statements might not reflect the Group’s business, results of
operations or financial condition as used to determine the Group’s performance under, and compliance with, Turkish
regulations. In addition, the Group uses its BRSA Financial Statements to determine whether, and to what extent, it can
undertake certain activities, such as paying dividends to shareholders. A summary of differences between IFRS and BRSA
Accounting Principles and details of the reconciliation of certain BRSA and IFRS data are set out in “Summary of Significant
Differences between IFRS and BRSA Accounting Principles and Reconciliation of Certain BRSA and IFRS Data.”

Operational Risk — The Group may be unable to monitor and prevent losses arising from fraud and/or operational errors or
disruptions

Similar to other financial institutions, the Group is susceptible to, among other things, fraud by employees or
outsiders, unauthorized transactions by employees, lack or loss of skilled information technology (“/7”’) employees and other
operational errors (including clerical or record keeping errors and errors resulting from faulty computer or
telecommunications systems). The Group is also subject to service interruptions from time to time for third party services
such as telecommunications, and service interruptions due to natural disasters, which are beyond the Group’s control. Such
interruptions may result in interruption to services to the Group’s branches and/or impact customer service. Given the
Group’s high volume of transactions, errors may be repeated or compounded before they are discovered and rectified. In
addition, a number of banking transactions are not fully automated, which may further increase the risk that human error or
employee tampering will result in losses that may be difficult to detect for any bank to detect quickly or at all. While the
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Group maintains a system of controls designed to monitor and control operational risk, the Group might suffer losses from
such risks. Losses from the failure of the Group’s system of internal controls to discover and rectify such matters could have
a material adverse effect on the Group’s business, financial condition and/or results of operations. Notwithstanding anything
in this risk factor, this risk factor should not be taken as implying that the Bank will be unable to comply with its obligations
as a company with securities admitted to the Official List.

Dependence upon Information Technology Systems — The Group’s operations could be adversely affected by interruptions to,
or the improper functioning of, its information technology systems

The Group’s business services and functions rely upon the proper delivery of the IT services or applications to
support their operations. These IT services or applications run on IT systems that have been developed either in-house or by
third-party providers. While the Group has implemented and has future plans for various projects to ensure the proper
functioning of its IT systems, any significant inadequacy, disruption, breach, failure or interruption of the Group’s IT systems
or any other systems in its branch network, clearing operations or elsewhere, or delays caused by the implementation of new
technology, could result in unforeseen expense and difficulties in conducting the Group’s operations, which may have a
material adverse effect on the Group’s business, financial condition and/or results of operations.

In addition, most of the Group’s servers are maintained in the Group’s main data center located in 1skule, Turkey,
and all of the Group’s IT applications depend upon the proper functioning of the Iskule data center. In the event of a disaster,
natural or otherwise, whereby the Group cannot operate its technology infrastructure, the Group has a contract with IBM to
provide a recovery solution for the Group’s critical systems at a center located in izmir, Turkey; however, the recovery
systems at the Izmir disaster recovery site might not be adequate to ensure connectivity with the Bank’s branches and protect
the Group’s IT systems and operations in such an event. For further information on the Group’s IT system, see “Business of
the Group — Information Technology.”

The Group’s expansion plans also depend to a large extent upon its ability to expand its IT capacity. Failure to put in
place IT systems to support its expansion could materially adversely affect the Group’s growth strategy.

Absence of Governmental Support — The Group’s non-deposit obligations are not guaranteed by the Turkish or any other
government and there may not be any governmental or other support in the event of illiquidity or insolvency

The non-deposit obligations of the Group are not guaranteed or otherwise supported by the Turkish or any other
government. While rating agencies and others have occasionally included in their analysis of certain banks a view that
systemically important banks would likely be supported by the banks’ home governments in times of illiquidity and/or
insolvency (examples of which sovereign support have been seen, and strained, in other countries during the recent global
financial crisis), this may not be the case for Turkey in general or any particular bank in Turkey. Investors in the Notes
should not place any reliance on the possibility of the Group being supported by any governmental or other entity at any time,
including by providing liquidity or helping to maintain the Group’s operations during periods of material market volatility.
See “Turkish Regulatory Environment-The SDIF” for information on the limited government support available for the
Bank’s deposit obligations.

Leverage Risk — The Group may become over-leveraged

One of the principal causes of the recent global financial crisis was the excessive levels of debt prevalent in various
sectors of the global economy, including the financial sectors of many countries. While there were many reasons for this
over-leverage, important factors included the low cost of funding, the over-reliance by creditors (particularly investors in
structured transactions) on the analysis provided by rating agencies (which reliance was often encouraged by regulatory and
other requirements that permitted capital to be applied based upon the debtor’s rating) and the failure of risk management
systems to identify adequately the correlation of risks and price risk accordingly. If the Group becomes over-leveraged as a
result of these or any other reasons, then it may be unable to satisfy its obligations in times of financial stress, and such
failure could have a material adverse effect on the Group’s business, financial condition and/or results of operations.
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Personnel — The Group is dependent upon its senior management and other personnel

The Group is dependent upon its senior management to implement its strategy and operate its day-to-day business.
In addition, corporate, retail and other relationships of members of senior management are important to the conduct of the
Group’s business. In a rapidly emerging and developing market such as Turkey, demand for highly trained and skilled staff,
particularly in the Group’s Istanbul headquarters, is very high and requires the Group to re-assess continually its
compensation and employment policies. If members of the Group’s senior management were to leave, particularly if they
were to join competitors, then those employees’ relationships that have benefited the Group may not continue with the
Group. In addition, the Group’s continuing success depends, in part, upon its ability to attract, retain and motivate qualified
and experienced banking and management personnel. The Group’s failure to recruit and retain necessary personnel or
manage its personnel successfully could have a material adverse effect on the Group’s business, financial condition and/or
results of operations.

Labor Disputes — The Group’s operations may be subject to work stoppages or other labor disputes

As of June 30, 2012, the Bank had 24,641 employees. Almost all of the Bank’s employees are members of the
Turkish union for the banking and insurance industries, Banka ve Sigorta Iscileri Sendikas1 (“Basisen”). Basisen and the
Bank are parties to a collective bargaining agreement of two years in duration whereby a previous agreement came into effect
in April 2010 and is due to be renegotiated after October 2012. While the Bank’s management believes that the Bank’s
relationships with its employees and Basisen are satisfactory, the existing collective bargaining agreement with Basisen
might not be extended or renewed at current terms or the Group might not be able to renegotiate this collective bargaining
agreement in a favorable and timely manner. In addition, although Turkish Law No. 2822 renders strikes and lockouts in the
banking sector illegal and the Bank has not experienced any work stoppages or labor disputes in recent years, the regulation
in force might change or work stoppages or labor disputes might occur in the future. If a material disagreement between the
Bank and Basisen arises, or if employees engage in a prolonged work stoppage or strike, the Group’s business, financial
condition and/or results of operations could be negatively affected.

Turkish Banking System — The Turkish banking sector has exhibited significant volatility in the past and may exhibit
significant volatility in the future

The significant volatility in the Turkish currency and foreign exchange markets experienced in 1994, 1998 and
2001, combined with the short foreign exchange positions held by many Turkish banks at those times, affected the
profitability and liquidity of certain Turkish banks. In 2001, this resulted in the collapse of several financial institutions.
Following this crisis, the government made structural changes to the Turkish banking system to strengthen the private (i.e.,
non-governmental) banking sector and allow it to compete more effectively against the state-controlled banks.
Notwithstanding such changes, the Turkish banking sector remains subject to volatility.

If the general macro-economic conditions in Turkey, and the Turkish banking sector in particular, were to suffer
another period of volatility, there can be no assurance that this would not result in further bank failures, reduced liquidity and
weaker public confidence in the Turkish banking system.

Dependence upon Banking and Other Licenses — Group members may be unable to maintain or secure the necessary licenses
for carrying on their business

All banks established in Turkey require licensing by the BRSA. Each of the Bank and, to the extent applicable, each
of its subsidiaries has a current Turkish and/or other applicable license for all of its banking and other operations. The Bank
believes that it and each of its subsidiaries is currently in compliance with its existing material license and reporting
obligations; nevertheless, if it is incorrect, or if any member of the Group were to suffer a future loss of a license, breach the
terms of a license or fail to obtain any further required licenses, then this could have a material adverse effect on the Group’s
business, financial condition and/or results of operations.
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Large Shareholders — The Bank is largely controlled by the Isbank Personnel Supplementary Pension Fund and the CHP,
whose interests may not be aligned with the interests of the investors in the Notes

The Bank is largely controlled by the Isbank Personnel Supplementary Pension Fund and the CHP, which together
held 68.82% of the Bank’s outstanding share capital according to Central Registry Agency data as of June 30, 2012. As a
result, these two shareholders have the power to elect a majority of the Bank’s Board of Directors and to determine the
outcome of almost all matters to be decided by a vote of the Bank’s shareholders. See “Ownership.” The interests of these
large shareholders may not coincide with those of the investor in the Notes and they may cause the Bank to take or refrain
from taking certain actions (e.g., declaring dividends or entering into corporate transactions) that may adversely affect the
Noteholders’ investment in the Notes.

Risks Related to Turkey
Emerging Market Risks — The Group is subject to risks associated with doing business in emerging markets

The Group operates predominantly in Turkey and derives the majority of its revenue from its operations in Turkey.
Moreover, to a large extent, its international operations provide services to Turkish individuals and Turkish companies
operating internationally. As a result, the Group’s business, results of operations, financial condition and prospects are
significantly affected by the overall level of economic activity and political stability in Turkey. Despite Turkey undergoing
significant political and economic reform in recent years that has increased stability and led to economic growth, Turkey is
still considered by international investors to be an emerging market. Emerging markets are subject to greater risks than more
developed markets and financial turmoil in any emerging market (or global markets generally) could disproportionately
disrupt business in such markets as well as causing the price of the Notes to suffer. Moreover, financial turmoil in any single
emerging market country tends to adversely affect prices of equity and debt securities in all emerging market countries as
investors move their money to more stable, developed markets.

Turkey’s economy remains vulnerable to external shocks, including the current global economic crisis. Although
Turkey’s growth dynamics are to some extent dependent upon domestic demand, Turkey is also dependent upon trade with
Europe and a significant decline in the economic growth of any of Turkey’s major trading partners, such as the EU, could
have an adverse impact on Turkey’s balance of trade and adversely affect Turkey’s economic growth. Turkey has diversified
its export markets in recent years, but the EU remains Turkey’s largest export market. A decline in demand for imports from
the EU could have a material adverse effect on Turkish exports and Turkey’s economic growth.

Investors’ interest in Turkey might be negatively affected by events in other emerging markets or the global
economy in general (for example, the recent global market crisis or the fiscal crisis in Greece). An increase in the perceived
risks associated with investing in emerging economies could adversely affect the Turkish economy, and the Notes may be
subject to fluctuations in price that may not necessarily be related to economic conditions in Turkey or the financial
performance of the Group. In addition, because international investors’ reactions to the events occurring in one emerging
market country sometimes appear to demonstrate a “contagion” effect, in which an entire region or class of investment is
disfavored by international investors, Turkey could be adversely affected by negative economic or financial developments in
other emerging market countries. While the impact of the recent global financial crisis on Turkey has been relatively limited,
Turkey has been adversely affected by such contagion effects on a number of occasions in the past, including following the
financial crises in 1994 and 2000 to 2001. Similar developments can be expected to affect the Turkish economy in the future,
which could, in turn, have an adverse impact on prices of obligations of Turkish capital markets issuances.

Political Developments - Political developments in Turkey may negatively affect the Group’s business, financial condition
and/or results of operations

Negative changes in the government and political environment, including the failure of the government to devise or
implement appropriate economic programs, may adversely affect the stability of the Turkish economy and, in turn, the
Group’s business, financial condition and/or results of operations. Turkey has been a parliamentary democracy since 1923.
Unstable coalition governments have been common, and in the 89 years since its formation, Turkey has had 60 governments,
with political disagreements frequently resulting in early elections. Furthermore, the Turkish military establishment has,
historically, played a significant role in Turkish government and politics, intervening in the political process. While in recent
years the Turkish military has shown limited intervention, today the role of Turkish military has been diminished compared
to its political and social role in the past.
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A general election was held on June 12, 2011 in which 24 political parties and independent candidates contested 550
seats in the Turkish parliament. The currently ruling Justice and Development Party (the “AKP”) received approximately
50% of the total votes, whereas the Republican People’s Party (the “CHP”) and Nationalist Movement Party (the “MHP”)
received 26% and 13% of the total votes, respectively.

While in recent years Turkey has undergone significant political and economic reform, which has sought to increase
domestic political and economic stability and contributed to economic growth, Turkey is nonetheless considered by
international investors to be an emerging market. In general, investing in the securities of issuers with substantial operations
in emerging markets, like Turkey, involves a higher degree of risk than investing in the securities of issuers with substantial
operations in the United States, the countries of the European Union or other similar jurisdictions. Accordingly, investors’
perception of Turkey as an emerging economy and actual or perceived political instability could have a material adverse
effect on the Group’s business, financial condition and/or results of operations and on the value of the Notes.

Turkish Economy — The Turkish economy is undergoing continued transformation to a free market system, is subject to
significant macro-economic risks and has been dependent upon the support of the IMF in times of economic crisis

As of June 30, 2012, approximately 81% of the Group’s total assets were in Turkey and the majority of the Group’s
operations are in Turkey. As a result, the Group’s business and results of operations are affected by general economic
conditions in Turkey.

Since the early 1980s, the Turkish economy has undergone a transformation from a highly protected and regulated
system to a free market system. Although the Turkish economy has on the whole responded positively to this transformation,
it has experienced severe macro-economic imbalances, including significant current account deficits, and a considerable level
of unemployment and has frequently resorted to support from the International Monetary Fund (the “/MF”).

Turkey’s GDP grew by 8.4% in 2005, 6.9% in 2006, 4.7% in 2007 and 0.7% in 2008. Turkey’s GDP contracted by
7.0% in the fourth quarter of 2008 and 4.8% in 2009, before rebounding in 2010 (9.2%) and 2011 (8.5%). The growth in the
Turkish economy has started to decline and GDP increased by only 3.1% in the first half of 2012 compared to the same
period of the previous year. The ratio of net public debt to GDP decreased from 41.7% in 2005 to 22.4% in 2011. The last
stand-by arrangement with the IMF was completed in May 2008. In October 2011, the government announced a three year
medium-term economic program from 2013 to 2015. Under this program, the government has set growth targets of 3.2% for
2012, 4.0% for 2013 and 5% for 2014, as well as a gradual decrease in the net public debt to GDP ratio, according to the
Ministry of Development. Cooperation with the IMF will continue for the foreseeable future in relation to structural reform
and other areas envisaged under the medium-term program. Should Turkey’s economy continue to experience macro-
economic imbalances, it could have a material adverse impact on the Group’s business, financial condition and/or results of
operations. For more details on recent developments in Turkey’s economy, see “-Global Financial Crisis and Eurozone
Crisis” above.

Terrorism and Conflicts —Turkey is subject to internal and external unrest and the threat of terrorism

Political uncertainty within Turkey and in certain neighboring countries, such as Iran, Iraq, Georgia, Armenia and
Syria, has historically been one of the potential risks associated with investment in Turkish companies. Political instability in
the Middle East and elsewhere remains a concern, most recently exemplified by the recent internal conflict in Syria, tensions
between Iran and Israel and an economic and currency crisis in Iran. Turkey has also experienced problems with domestic
terrorist and ethnic separatist groups. For example, Turkey has been in conflict for many years with the People’s Congress of
Kurdistan, formerly the known as the PKK (an organization that is listed as a terrorist organization by states and
organizations including Turkey, the EU and the United States). Most recently, in early October 2012 Turkish territory was hit
by shells launched from Syria, some of which killed Turkish civilians. On October 4, 2012, the Turkish Parliament
authorized the government for one year to send and assign military forces in foreign countries should such action be
considered appropriate by the government. Such circumstances and domestic terrorist attacks have had and could continue to
have a material adverse effect on the Turkish economy and the Group’s business, financial condition and/or results of
operations.
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Regional Risks — Recent developments in the Middle East and North Africa may create regional volatility affecting the
Turkish economy

Turkey is located in a region that has been subject to ongoing political and security concerns, especially in recent
years. Political uncertainty within neighboring countries, such as Armenia, Georgia, Iran, Iraq and Syria, has been one of the
risks associated with investment in Turkish securities. Since December 2010, political instability has increased markedly in a
number of countries in the Middle East and North Africa, such as Libya, Tunisia, Egypt, Syria, Jordan, Bahrain and Yemen.
Unrest in those countries may affect Turkey’s relationships with its neighbors, have political implications in Turkey or
otherwise have a negative impact on the Turkish economy, including through both financial markets and the real economy.
For example, heightened tensions between Turkey and Iran could impact the Turkish economy, lead to higher global energy
prices and further negatively affect Turkey’s current account deficit. Such impacts could occur (inter alia) through a lower
flow of foreign direct investment into Turkey, capital outflows and increased volatility in the Turkish financial markets. In
addition, certain sectors of the Turkish economy (such as construction, iron and steel) have operations in (or are otherwise
active in) the Middle East and North Africa and may experience negative effects. It is unclear what impact these recent
activities may have on Turkey and thus on the Group’s business, financial condition and/or results of operations.

Combating the Financing of Terrorism — The Financial Action Task Force may call upon its members to take measures
against Turkey

Although Turkey has a high-level political commitment to work with the Financial Action Task Force (“FATF”) to
seek to address Turkey’s deficiencies in combating the financing of terrorism (“CFT"), Turkey has not made sufficient
progress in implementing its action plan and, accordingly, certain strategic CFT deficiencies still remain. In particular,
Turkey has not yet made sufficient progress in: (a) adequately criminalizing terrorist financing or (b) implementing an
adequate legal framework for identifying and freezing terrorist assets. Given Turkey’s continued lack of progress in these two
areas, if Turkey does not take significant steps to remedy these deficiencies by October 2012, the FATF may call upon its
members to apply countermeasures proportionate to the risks associated with Turkey (for example, the FATF may require
banks in member states to apply extra procedures on any transactions with banks in Turkey), which could have a material
adverse effect on the Group’s business, financial condition and/or results of operations.

EU Accession — Turkey might not accede to the European Union as intended

Turkey commenced negotiations on its accession to the EU on October 3, 2005. One of the main goals of the
Turkish government is the accession of Turkey to the EU; however, Turkey’s accession depends upon a number of economic
and political factors relating to both Turkey and the EU. In December 2006, the EU decided to suspend the negotiations with
Turkey on eight out of 35 negotiation topics. Although the shared objective of the negotiations is accession, the suspension is
expected to delay Turkey’s accession to the EU. Delays in Turkey’s accession to the EU might have a negative effect on the
Turkish economy, which may in turn adversely impact on the Group’s business, financial condition and/or results of
operations.

Earthquakes - Turkey is located in a high-risk earthquake zone

Almost all of Turkey is classified by seismologists as being in a high-risk earthquake zone. On August 17, 1999, an
earthquake measuring 7.4 on the Richter scale struck the area surrounding Izmit. On November 12, 1999, another earthquake
occurred in the city of Diizce, between Ankara and Istanbul, resulting in significant financial costs to Turkey. More recently,
on March 8, 2010, an earthquake measuring 6.0 on the Richter scale struck the eastern province of Elazig, and in October
2011 an earthquake measuring 7.2 on the Richter scale struck the eastern part of the country causing significant property
damage and loss of life. A significant portion of Turkey’s population and most of its economic resources are located in a
first-degree earthquake risk zone (the zone with the highest level of risk of damage from earthquakes). A number of the
Group’s properties and business operations in Turkey are located in earthquake risk zones.

The Group maintains earthquake insurance but does not have, in addition, the wider business interruption insurance
or insurance for loss of profits, as such insurance is not generally available in Turkey. The occurrence of a severe earthquake
could adversely affect one or more of the Group’s facilities, therefore causing an interruption in, and an adverse effect on, the
Group’s business. In addition, a severe earthquake could harm the Turkish economy in general, which could adversely affect
the Group’s business, financial condition and/or results of operations.
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Inflation Risk — Turkey’s economy has been subject to significant inflationary pressures in the past and may become subject
to significant inflationary pressures in the future

The Turkish economy has experienced significant inflationary pressures in the past with year-over-year consumer
price inflation rates as high as 69% in the early 2000s; however, weak domestic demand and declining energy prices in 2009
caused the domestic year-over-year consumer price index to decrease to 6.5% at the end of 2009, the lowest level in many
years. Consumer price inflation was 6.4% and 10.5% in 2010 and 2011, respectively, and 8.9% for the 12 months ended
June 30, 2012. Producer price inflation was 5.9%, 8.9% and 13.3% in 2009, 2010 and 2011, respectively, and 6.4% for the 12
months ended June 30, 2012. Significant global price increases in major commodities such as oil, cotton, corn and wheat are
likely to increase supply side inflation pressures throughout the world. These inflationary pressures may result in Turkish
inflation exceeding the Central Bank’s inflation target, which may cause the Central Bank to modify its monetary policy.
Inflation-related measures that may be taken by the Turkish government in response to increases in inflation could have an
adverse effect on the Turkish economy. If the level of inflation in Turkey were to fluctuate or increase significantly, then this
could have a material adverse effect on the Group’s business, financial condition and/or results of operations.

High Current Account Deficit — Turkey’s high current account deficit may result in governmental efforts to decrease
economic activity

In 2010, the Turkish current account deficit widened significantly to US$46.6 billion from US$13.4 billion in 2009,
and then increased further to US$77.1 billion in 2011, according to the Central Bank. This rapid acceleration has raised
concerns regarding financial stability in Turkey, and the Central Bank, BRSA and Turkish Ministry of Finance have initiated
coordinated measures to lengthen the maturity of deposits, reduce short-term capital inflows and curb domestic demand. The
main aim of these measures has been to slow down the current account deficit by controlling the rate of loan growth. Unless
there is a decline in credit growth, the Minister of Finance has stated that bank-specific actions might be implemented. As a
result of these measures taken, the current account deficit declined from US$77.1 billion in 2011 to US$63 billion for the 12
months ended June 30, 2012. These measures are likely to reduce economic growth and might adversely affect the Group’s
business, financial condition and/or results of operations.

Although Turkey’s economic growth dynamics depend to some extent upon domestic demand, Turkey is also
dependent upon trade with Europe. A significant decline in the economic growth of any of Turkey’s major trading partners,
such as the EU, could have an adverse impact on Turkey’s balance of trade and adversely affect Turkey’s economic growth.
Turkey has diversified its export markets in recent years, but the EU remains Turkey’s largest export market. A decline in
demand for imports from the EU could have a material adverse effect on Turkish exports and Turkey’s economic growth and
result in an increase in Turkey’s current account deficit. In June 2012, according to TurkStat, year-on-year imports to Turkey
decreased by 5.4%, which was due, in part, to tax increases in Turkey and currency fluctuations.

In early 2011, the Turkish government declared its intention to take additional measures to decrease the current
account deficit, and in this regard it identified the high growth rate of loans as one of the target areas. On June 18, 2011, the
BRSA introduced new regulations to further control loan growth that will, among other things: (a) increase Turkish banks’
general provision requirements in the event such banks’: (i) total consumer loans to total loan amount exceed 20% or (ii) non-
performing consumer loans (excluding auto and housing loans) to total consumer loans (excluding auto and housing loans)
exceed 8%, and (b) increase the risk-weighting for certain consumer loans in calculating capital adequacy ratios. See
“Turkish Regulatory Environment.” Further regulations may be introduced by the BRSA or the Central Bank with respect to
loan growth ratios that could have a material adverse effect on the Group’s business, financial condition and/or results of
operations.

Financing the high current account deficit might be difficult in the event of a global liquidity crisis and/or declining
interest of foreign investors in Turkey. Any such difficulties may lead the Turkish government to seek to raise additional
revenue to finance the current account deficit or to seek to stabilize the Turkish financial system, and any such measures
might adversely affect the Group’s business, financial condition and/or results of operations.

Exchange Rates - The value of the Turkish Lira fluctuates against other currencies
Exchange rates for the Turkish Lira have historically been, and continue to be, highly volatile. Although until

February 2001 it had been the standard policy of the Central Bank to devalue the Turkish Lira in line with the domestic
inflation rate under the fixed exchange rate regime, the Central Bank has since adopted a floating exchange rate policy which
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arguably resulted in increased volatility in the value of the Turkish Lira. As of June 30, 2012, the Turkish PPI increased by
6.4% on an annual basis while during the same period the Turkish Lira depreciated (in nominal terms) against the US Dollar
by 11.4%, according to the Central Bank. According to the Central Bank, the CPI-based real effective exchange rate
increased from 113.3 as of June 30, 2011 to 117.0 as of June 30, 2012, indicating a 3.2% real appreciation.

Although the Turkish Lira has a more stable outlook compared to the 1990s, the exchange rate remains volatile. Any
significant depreciation of the Turkish Lira against the U.S. Dollar or other major currencies may adversely affect the
financial condition of Turkey as a whole and may have a negative effect on the Group’s business, financial condition and/or
results of operations.

Government Default — The Group has a significant portion of its assets invested in Turkish government securities, making it
highly dependent upon the continued credit quality of, and payment by, the Turkish government of its debts

Turkish banks have traditionally invested a large portion of their assets in securities issued by the Turkish
government (rated BB (stable outlook) by Standard & Poor’s, Bal (positive outlook) by Moody’s and BB+ (stable outlook)
by Fitch). As of June 30, 2012, 93.8% of the Group’s total securities portfolio (23.1% of its total assets and equal to 200.0%
of its shareholders’ equity) was invested in securities issued by the Turkish government. In addition to any direct losses that
the Group might incur, a default, or the perception of increased risk of default, by the Turkish government in making
payments on its securities or the possible downgrade in Turkey’s credit rating would likely have a significant negative impact
on the value of the government securities held in the Group’s securities portfolio and the Turkish banking system generally
and may have a material adverse effect on the Group’s business, financial condition and/or results of operations.

Risks Related to the Structure of the Notes
Subordination - Claims of Noteholders under the Notes will be subordinated and unsecured

On any distribution of the assets of the Bank on its dissolution, winding-up or liquidation (as further described in the
definition of “Subordination Event” in Condition 3), and for so long as such Subordination Event subsists, the Bank’s
obligations under the Notes will rank subordinate in right of payment to the payment of all Senior Obligations and no amount
will be paid under the Subordinated Notes until all such Senior Obligations have been paid in full. Unless the Bank has assets
remaining after making all such payments, no payments will be made on the Notes. Consequently, although the Notes may
pay a higher rate of interest than comparable notes that are not subordinated, there is a real risk that an investor in the Notes
will lose all or some of its investment upon the occurrence of a Subordination Event.

No Limits on Senior or Pari Passu Obligations— There will be no limitation under the documents relating to the issuance of
the Notes on the Bank'’s incurrence of Senior Obligations or Parity Obligations

There will be no restriction in the documents relating to the issuance of the Notes on the amount of Senior
Obligations or Parity Obligations that the Bank may incur. The incurrence of any such obligations may reduce the amount
recoverable by the Noteholders on any dissolution, winding up or liquidation of the Bank and may result in an investor in the
Notes losing all or some of its investment.

Limited Remedies — Investors will have limited remedies under the Notes

A holder of a Note will only be able to accelerate payment of its principal amount, together with interest accrued to
the date of repayment, on the occurrence of a Subordination Event or otherwise on the winding-up, dissolution or liquidation
of the Bank as described in Condition 10 and then claim or prove in the winding-up, dissolution or liquidation. Noteholders
may institute proceedings against the Bank as described in Condition 10 to enforce any obligation of the Bank under the
Notes other than in respect of any payment obligation but will not have any other right of acceleration under the Notes,
whether in respect of any default in payment or otherwise, and the only remedy of a Noteholder on any default in a payment
on the Notes will be to institute proceedings for the Bank’s winding-up, dissolution or liquidation as described in
Condition 10 and to prove in the winding-up, dissolution or liquidation.

No other remedy will be available to Noteholders against the Bank, whether for the recovery of amounts owing in
respect of the Notes or in respect of any breach by the Bank of any of its obligations or covenants under the Notes and
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Noteholders will not be able to take any further or other action to enforce, claim or prove for any payment by the Bank in
respect of the Notes.

Loss Absorption — The Notes may in the future become subject to write-down or other loss absorption mechanisms should
Basel Il be implemented in Turkey

The package of new capital and liquidity requirements reflected in Basel Il sets out guidance from the Basel
Committee on the eligibility criteria for Tier 2 capital instruments under Basel III. This guidance includes minimum
requirements to ensure loss absorbency at the point of non-viability for internationally active banks (including write-down
and conversion into equity of such instruments).

There is no certainty as to whether Basel III will be implemented by the BRSA in Turkey and, if so, when and in
what form (including whether any such loss absorbency provisions would be introduced). Although an official timetable for
the adoption of Basel III in Turkey has not been announced by the BRSA, if the BRSA follows the timetable prescribed by
the Basel Committee, then the regulations for such adoption should be implemented between 2013 and 2019. Even if
introduced, it is unclear whether any loss absorbency provisions would apply to capital instruments such as the Notes that are
already in issue or whether certain grandfathering rules would apply.

The terms of the Notes will not contain any provisions in the nature of the proposed loss absorbency requirements
under Basel III; however, if any such requirements are implemented retrospectively in Turkey so as to apply to the Notes,
then either: (a) the Notes may become subject to loss absorption on a statutory basis at the point of the Bank’s non-viability,
which could result in Noteholders losing some or all of their investment, or (b) the Bank’s ability to include the Notes in its
capital calculations may be prohibited or limited. The implementation of any such loss absorbency or any suggestion thereof
could also materially adversely affect the value of the Notes.

Risks Related to the Notes Generally

Redemption for Taxation Reasons - The Bank will have the right to redeem the Notes upon the occurrence of certain changes
requiring it to pay withholding taxes in excess of current levels, if any, applicable to interest or other payments on the Notes

The withholding tax rate on interest payments in respect of bonds issued by Turkish legal entities outside of Turkey
varies depending upon the original maturity of such bonds as specified under the Tax Decrees. Pursuant to such decrees, with
respect to bonds with a maturity of five years and more, the withholding tax rate on interest is 0%. Accordingly, the initial
withholding tax rate on interest on the Notes will be 0%. From the fifth anniversary of the Issue Date, the Bank will have the
right to redeem the Notes at their principal amount and accrued but unpaid interest prior to the Maturity Date of the Notes,
subject to having obtained the prior approval of the BRSA, if, upon the occurrence: (a) of a change in, or amendment to, the
laws or regulations of a Relevant Jurisdiction (as defined in Condition 8) or (b) any change in the application or official
interpretation of the laws or regulations of a Relevant Jurisdiction, which change or amendment becomes effective after
October 22, 2012, on the next Interest Payment Date the Bank would be required: (i) to pay an additional amount of Taxes
(as defined in Condition 8) and (ii) to make any withholding or deduction for, or on account of, any Taxes imposed or levied
by or on behalf of the Relevant Jurisdiction at a rate beyond the prevailing applicable rates on October 22, 2012 and such
requirement cannot be avoided by reasonable measures available to the Bank. Upon such a redemption, the investors in the
Notes might not be able to reinvest the amounts received at a rate that will provide the same rate of return as their investment
in the Notes.

This redemption feature is also likely to limit the market value of the Notes during any period in which the Bank
may elect to redeem them, as the market value during this period generally will not rise substantially above the price at which
they can be redeemed. This may similarly be true prior to any redemption period.

Redemption for Capital Disqualification Event - The Bank will have the right to redeem the Notes upon the occurrence of a
Capital Disqualification Event

The Bank will have the right to redeem the Notes at their principal amount and accrued but unpaid interest upon the

occurrence of a Capital Disqualification Event. Upon such a redemption, the investors in the Notes might not be able to
reinvest the amounts received at a rate that will provide the same rate of return as their investment in the Notes. This
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redemption feature is also likely to limit the market value of the Notes during any period in which the Bank may elect to
redeem them, as the market value during this period generally will not rise substantially above the price at which they can be
redeemed. This may similarly be true prior to any redemption period.

No Public Market - There is no public trading market for the Notes and an active trading market may not develop or be
sustained in the future

There is no active trading market for investments in the Notes. If investments in the Notes are traded after their
initial issuance, then they might trade at a discount to their initial offering price depending upon prevailing interest rates, the
market for similar securities, general economic conditions and the Bank’s financial condition. Although applications have
been made for the Notes to be listed on the Official List and to be admitted to trading on the Market, such applications might
not be accepted and/or an active trading market may not develop or, if developed, it may not be sustained. If an active trading
market for investments in the Notes is not developed or maintained, then the market or trading price and liquidity of
investments in the Notes may be adversely affected.

Volatile Price - The market price of the Notes may be subject to a high degree of volatility

The market price of investments in the Notes could be subject to significant fluctuations in response to actual or
anticipated variations in the Bank’s operating results, adverse business developments, changes to the regulatory environment
in which the Group operates, changes in financial estimates by securities analysts and the actual or expected sale by the
Group of other debt securities, as well as other factors, including the trading market for notes issued by the Republic of
Turkey. In addition, in recent years the global financial markets have experienced significant price and volume fluctuations
that, if repeated in the future, could adversely affect the market price of investments in the Notes without regard to the Bank’s
financial condition or results of operations.

The market price of investments in the Notes also will be influenced by economic and market conditions in Turkey
and, to varying degrees, economic and market conditions in emerging markets generally. Although economic conditions
differ in each country, the reaction of investors to developments in one country may cause capital markets in other countries
to fluctuate. Developments or economic conditions in other emerging market countries have at times significantly affected
the availability of credit to the Turkish economy and resulted in considerable outflows of funds and declines in the amount of
foreign investments in Turkey. Crises in other emerging market countries may diminish investor interest in securities of
Turkish issuers, including the Bank’s, which could adversely affect the market price of investments in the Notes.

Credit Ratings - Credit ratings may not reflect all risks

In addition to the ratings on the Notes provided by Fitch and Moody’s, and the ratings on the Bank by Fitch,
Moody’s and Standard & Poor’s, one or more other independent credit rating agencies may assign credit ratings to the Notes
or the Bank. The ratings might not reflect the potential impact of all risks related to structure, market and other factors that
may affect the value of the Notes. Credit ratings assigned to the Notes and/or the Bank do not necessarily mean that they are
a suitable investment. A rating is not a recommendation to buy, sell or hold securities and may be subject to adjustment,
revision, suspension or withdrawal at any time by the assigning rating organization. Similar ratings on different types of notes
do not necessarily mean the same thing. The initial ratings by Fitch and Moody’s will not address the likelihood that the
principal on the Notes will be prepaid or paid on the scheduled Maturity Date. Such ratings also will not address the
marketability of investments in the Notes or any market price. Any adverse change in (or withdrawal of) the Bank’s credit
ratings may affect the market’s perception of the Bank’s creditworthiness and may therefore have an adverse effect on the
interest rate and/or tenor at which the Bank can obtain funding. Any change in the credit ratings of the Notes or the Bank
could adversely affect the price that a subsequent purchaser will be willing to pay for investments in the Notes. The
significance of each rating should be analyzed independently from any other rating.

Majority Decisions — Decisions of the holders of the required majority of the Notes bind all Noteholders
The conditions of the Notes will contain provisions for calling meetings of Noteholders to consider matters affecting

their interests generally. These provisions will permit Noteholders holding defined percentages of Notes to bind all
Noteholders, including Noteholders who did not vote at the relevant meeting and Noteholders who voted in a manner
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contrary to the majority. As a result, decisions might be taken by the group of Noteholders that are contrary to the
preferences of any particular Noteholder.

Transfer Restrictions - Transfer of investments in the Notes will be subject to certain restrictions

Other than registering the Notes with the CMB pursuant to Article 15(b) of Decree 32 and Articles 6 and 25 of the
Communiqué as debt securities to be offered outside of Turkey, the Notes have not been and are not expected to be
registered: (a) under the Securities Act or any applicable state’s or other jurisdiction’s securities laws or (b) with the SEC or
any other applicable state’s or other jurisdiction’s regulatory authorities. The offering of the Notes (or beneficial interests
therein) will be made pursuant to exemptions from the registration provisions of the Securities Act and from other securities
laws. Accordingly, reoffers, resales, pledges and other transfers of investments in the Notes will be subject to certain transfer
restrictions. Each investor is advised to consult legal counsel in connection with any such reoffer, resale, pledge or other
transfer. See “Transfer Restrictions.”

Because transfers of interests in the Global Certificates can be effected only through book entries at DTC,
Clearstream, Luxembourg and/or Euroclear (as applicable) for the accounts of their respective participants, the liquidity of
any secondary market for investments in the Global Certificates may be reduced to the extent that some investors are
unwilling to invest in notes held in book-entry form in the name of a participant in Clearstream, Luxembourg, Euroclear or
DTC, as applicable. The ability to pledge interests in the Notes may be limited due to the lack of a physical certificate. In the
event of the insolvency of Clearstream, Luxembourg, Euroclear, DTC or any of their respective participants in whose name
interests in the Notes are recorded, the ability of beneficial owners to obtain timely or ultimate payment of principal and
interest on the Notes may be impaired.

Further Issues

As permitted by Condition 14, the Bank may from time to time without the consent of the Noteholders create and
issue further Notes, having terms and conditions that are the same as those of the Notes, or the same except for the amount of
the first payment of interest, which new Notes may be consolidated and form a single series with the outstanding Notes;
provided that such further notes will be required to be fungible for US federal income tax purposes (i.e., their issuance is a
“qualified reopening” under Treasury Regulation § 1.1275-2(k)). To the extent that the Bank issues such further notes, the
existing Noteholders’ share of the total issuance (e.g., for voting) will be diluted.

Enforcement of Judgments - It may not be possible for investors to enforce foreign judgments against the Bank or its
management

The Bank is a public joint stock company organized under the laws of Turkey. All of the directors and officers of the
Bank reside inside Turkey and all or a substantial portion of the assets of such persons may be, and substantially all of the
assets of the Bank are, located in Turkey. As a result, it may not be possible for investors to effect service of process upon
such persons outside Turkey or to enforce against them in the courts of jurisdictions other than Turkey any judgments
obtained in such courts that are predicated upon the laws of such other jurisdictions.

In addition, under the International Private and Procedure Law of the Republic of Turkey (Law No. 5718), a
judgment of a court established in a country other than the Republic of Turkey may not be enforced in Turkish courts in
certain circumstances. There is no treaty between the United Kingdom and Turkey providing for reciprocal enforcement of
judgments; however, Turkish courts have rendered at least one judgment confirming de facto reciprocity between Turkey and
the United Kingdom with respect to the enforcement of judgments of their respective courts. However, since de facto
reciprocity is decided by the relevant court on a case-by-case basis, there is uncertainty as to the enforceability of court
judgments obtained in the United Kingdom by Turkish courts. For further information, see “Enforcement of Judgments and
Service of Process.”

EU Savings Directive
Under EC Council Directive 2003/48/EC on the Taxation of Savings Income, member states are required to provide

to the tax authorities of another member state details of payments of interest (or similar income) paid by a person within its
jurisdiction to an individual resident in that other member state or to certain limited types of entities established in that other
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member state, except that Austria and Luxembourg are required to impose a withholding system in relation to such payments
for a transitional period (unless during such period they elect otherwise), the ending of such transitional period being
dependent upon the conclusion of certain other agreements relating to information exchange with certain other countries. A
number of non-EU countries and territories have adopted similar measures (for example, a withholding system in the case of
Switzerland).

The European Commission has proposed certain amendments to such Directive, which may, if implemented, amend
or broaden the scope of the requirements described herein.

If a payment were to be made or collected through a member state that has opted for a withholding system and an
amount of, or in respect of, tax were to be withheld from that payment, then neither the Bank, any Paying Agent nor any
other person would be obliged to pay additional amounts with respect to any Note as a result of the imposition of such
withholding tax. The Bank will be required to maintain a paying agent that is not located in a Member State of the European
Union that will oblige it to withhold or deduct tax pursuant to European Council Directive 2003/48/EC or any law
implementing or complying with, or introduced in order to conform to, such Directive.

Reliance upon DTC, Euroclear and Clearstream, Luxembourg procedures

The Regulation S Notes will be represented on issue by a Regulation S Global Certificate that will be delivered to a
common depositary for, and registered in the name of a common nominee of, Euroclear and Clearstream, Luxembourg.
Except in the circumstances described in the Agency Agreement, investors will not be entitled to receive Notes in definitive
form. Euroclear and Clearstream, Luxembourg and their respective participants will maintain records of the beneficial
interests in the Regulation S Global Certificate. While the Regulation S Notes are represented by the Regulation S Global
Certificate, investors will be able to trade their beneficial interests therein only through Euroclear and Clearstream,
Luxembourg and their respective participants.

The Rule 144A Notes will be represented on issue by a Rule 144A Global Certificate that will be deposited with a
nominee for DTC. Except in the circumstances described in the Agency Agreement, investors will not be entitled to receive
Notes in definitive form. DTC and its direct and indirect participants will maintain records of the beneficial interests in the
Rule 144A Global Certificate. While the Rule 144A Notes are represented by the Rule 144A Global Certificate, investors
will be able to trade their beneficial interests therein only through DTC.

While the Notes are represented by the Rule 144 Global Certificates, the Issuer will discharge its payment obligation
thereunder by making payments through the relevant clearing systems. A holder of a beneficial interest in a Global Certificate
must rely upon the procedures of the relevant clearing system and its participants to receive payments under the related
Notes. The Bank will have no responsibility or liability for the records relating to, or payments made in respect of, beneficial
interests in any Global Certificate. Holders of beneficial interests in a Global Certificate will not have a direct right to vote in
respect of the Notes. Instead, such holders will be permitted to act only to the extent that they are enabled by the relevant
clearing system and its participants to appoint appropriate proxies.

Exchange Rate Risks and Exchange Controls

The Bank will pay principal and interest on the Notes in US Dollars, which presents certain risks relating to
currency conversions if an investor’s financial activities are denominated principally in a currency or currency unit (the
“Investor’s Currency”) other than US Dollars. These include the risk that exchange rates may significantly change (including
changes due to devaluation of the US Dollar or revaluation of the Investor’s Currency) and the risk that authorities with
jurisdiction over the Investor’s Currency may impose or modify exchange controls. An appreciation in the value of the
Investor’s Currency relative to the US Dollar would decrease: (a) the Investor’s Currency-equivalent value of the interest
payable on the Notes, (b) the Investor’s Currency-equivalent value of the principal payable on the Notes and (c) the
Investor’s Currency-equivalent market value of the Notes.

Government and monetary authorities may impose (as some have done in the past) exchange controls that could
adversely affect an applicable exchange rate and/or the ability to convert and/or transfer currency. As a result, any investor
with an Investor’s Currency other than the US Dollar may receive less interest or principal than expected, or no interest or
principal.
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OFAC Sanction Targets - US persons investing in the Notes might have indirect contact with countries sanctioned by the
Office of Foreign Assets Control of the US Department of Treasury as a result of the Bank’s investments in and business with
countries on the sanctions list

The Office of Foreign Assets Control of the US Department of Treasury (“OFAC”) administers regulations that
restrict the ability of US persons to invest in, or otherwise engage in business with, certain countries, including Iran and
Sudan, and specially designated nationals (together “Sanction Targets”). As the Bank is not a Sanction Target, OFAC
regulations do not prohibit US persons from investing in, or otherwise engaging in business with, the Bank; however, to the
extent that the Bank invests in, or otherwise engages in business with, Sanction Targets directly or indirectly, US persons
investing in the Bank may incur the risk of indirect contact with Sanction Targets. The Bank’s current policy is not to engage
in any business with Sanction Targets. Non-US persons from jurisdictions with similar sanctions may similarly incur the risk
of indirect contacts with Sanction Targets. See “Risk Management — Anti-Money Laundering and Combating the Financing
of Terrorism Policies — Monitoring Suspicious Transactions” and “Business of the Group — Compliance with OFAC Rules.”

U.S. Foreign Account Tax Compliance Withholding

Should the Notes be significantly modified after December 31, 2012, then (pursuant to Sections 1471 through 1474
of the Code or similar law implementing an intergovernmental approach thereto (“FATCA”)) the Bank and other financial
institutions through which payments on the Notes are made may be required to withhold U.S. tax at a rate of 30% on all, or a
portion of, payments made after December 31, 2016 in respect of the Notes. In addition, withholding under FATCA may be
triggered if the Bank creates and issues further notes after December 31, 2012 that are consolidated and form a single series
with the outstanding Notes as permitted by Condition 14. The FATCA withholding tax may be triggered if either: (a) the
Bank is a foreign financial institution (as defined in FATCA) (“FFT’) that must provide the U.S. Internal Revenue Service
(“IRS”) or other applicable authority with certain information on its account holders (making the Bank a FATCA Compliant
FFI (as defined in FATCA)) and (b)(i) an investor does not provide information sufficient for the relevant FATCA Compliant
FFI that is making payment to determine whether the investor is a U.S. person or should otherwise be treated as holding a
“United States Account” of such FFI, or (ii) any FFI through or to which payment on the Notes is made is not a FATCA
Compliant FFI.

The application of FATCA to interest, principal or other amounts paid with respect to the Notes is not clear. If
FATCA were to require that an amount in respect of U.S. withholding tax were to be deducted or withheld from interest,
principal or other payments on (or with respect to) the Notes, then neither the Bank, any paying agent nor any other person
would, pursuant to the conditions of the Notes, be required to pay additional amounts as a result of the deduction or
withholding of such tax. As a result, investors may, if FATCA is implemented as currently proposed by the IRS, receive less
interest or principal than expected.
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USE OF PROCEEDS

The Bank will incur various expenses in connection with the issuance of the Notes, including underwriting fees,
distributor commissions, legal counsel fees, rating agency expenses and listing expenses. The estimated total expenses related
to the admission of the Notes to trading on the Market are £4,425. The Bank will use the net proceeds from the issuance of
the Notes for general corporate purposes, including paying the other expenses relating to the issuance of the Notes.
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The following table sets forth, for the years indicated, information concerning the annual average and year-end
buying rates for US Dollars for the years indicated. The rates set forth below are provided solely for convenience and were
not used by the Bank in the preparation of the financial statements included elsewhere in this Offering Circular nor in the
presentation of any of the other figures in this Offering Circular. No representation is made that Turkish Lira could have

EXCHANGE RATES

been, or could be, converted into US Dollars at that rate or at any other rate.

Annual Average Period End

Year" TL per US$ Period End® TL per US$
2012 1.7942 September 30, 2012 1.7847
2011 1.6710 December 31, 2011 1.8889
2010 1.4984 December 31, 2010 1.5376
2009 1.5468 December 31, 2009 1.4873
2008 1.2979 December 31, 2008 1.5218
2007 1.3013 December 31, 2007 1.1593
2006 1.4294 December 31, 2006 1.4056
2005 1.3410 December 31, 2005 1.3418

Source: Central Bank

(1) Represents the yearly averages of the monthly averages of the TL/US$ exchange rates for the relevant period, which
monthly averages were computed by calculating the average of the daily TL/US$ exchange rates on the business days of

each month during the relevant period.

(2) Represents the TL/US$ exchange rates for the purchase of US Dollars determined by the Central Bank on the last working

day of the relevant period, effective for the following working day.

As of October 18, 2012 at 6:00 p.m. Turkish time, the Bloomberg FX page was showing the exchange rate as

US$1.00 = TL 1.7968. The Turkish Lira may depreciate or appreciate significantly in the future.
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CAPITALIZATION OF THE GROUP

The following table sets forth the capitalization of the Group as of December 31, 2009, 2010 and 2011 and June 30,
2012. The following financial information has been extracted from the Group’s BRSA Financial Statements without material
adjustment. This table should be read in conjunction with the BRSA Financial Statements (including the notes thereto) and
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” appearing elsewhere in this

Offering Circular.
As of December 31, As of June 30,
2009 2010 2011 2012
(TL thousands)
Capiltal stock; legal reserves, retained earnings and other 10,845,198 13,397,736 15,568,580 17,574,667
EQUILY ACCOUNTS ..oooiiiiiiiiiiiiiiiiiiii i,
Current period net income attributable to 2,497,629 2,939,156 2,271,539 1,633,028
Total shareholders’ equity.............ccccoooveviniinininnnns 13,342,827 16,336,892 17,840,119 19,207,695
Long-term debt™ ............cocoviiiiieeeeeeeeeeeee e 10,533,540 8,493,842 13,625,792 13,849,231
Total capitalization................cccoocovieiiiiiniceceeee, 23,876,367 24,830,734 31,465,911 33,056,926

M Long-term debt includes the funds borrowed and debt securities in issue with an original maturity over one year.
g g y y
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MANAGEMENT’S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis of the consolidated financial position and results of operations of the Group
covers the six months ended June 30, 2011 and 2012 and the financial years ended December 31, 2009, 2010 and 2011.
Unless otherwise specified, the financial information presented in this discussion has been derived from the BRSA Financial
Statements. This section should be read in conjunction with the BRSA Annual Financial Statements and the notes thereto and
the other financial information included in this Offering Circular (including the section entitled “Presentation of Financial
and Other Information”). The BRSA Financial Statements have been prepared in accordance with BRSA regulations as
described in “Presentation of Financial and Other Information.” For a discussion of the differences between the BRSA
Annual Financial Statements and the IFRS Financial Statements and details of the reconciliation of certain BRSA and IFRS
data, see “Summary of Significant Differences Between IFRS and BRSA Accounting Principles and Reconciliation of
Certain BRSA and IFRS Data.”

Certain information contained in the discussion and analysis set forth below and elsewhere in this Offering Circular
includes “forward-looking statements.” Such forward-looking statements are subject to risks, uncertainties and other factors
that could cause actual results to differ materially from those expressed or implied by such forward-looking statements. See
the section entitled “Forward-Looking Statements.”

The Group’s financial condition and results of operations depend significantly upon the macro-economic conditions
prevailing in Turkey and prospective investors should consider the factors set forth under “Risk Factors — Risks Related to
the Group’s Business” and “Risk Factors — Risks Related to Turkey.”

The discussion and analysis of the financial position and results of operations of the Group in this Offering Circular
are based upon the BRSA Financial Statements. The Group prefers to present its financial condition and performance with
the BRSA Financial Statements in order to focus on the banking and other financial operations in detail, since the
consolidated BRSA Financial Statements do not consolidate the Bank’s non-financial participations. In addition, because the
Group has historically presented its BRSA Financial Statements to investors and potential investors, the Bank’s management
believes that providing BRSA financial data in this Offering Circular will provide for a consistent presentation of the Group’s
financial performance.

Overview

The Group provides a full range of banking services, principally in Turkey, including corporate banking,
commercial banking, retail banking, private banking and capital market operations. The Group operates in a highly-
competitive banking market in Turkey. As of June 30, 2012, 48 banks were operating in Turkey, 31 of which were deposit
banks, 13 of which were investment and development banks and four of which were participation banks. Of the deposit
banks, 16 were private foreign banks, 11 were private domestic banks, three were government-owned banks and one was
under the supervision of the SDIF. As of June 30, 2012, the Bank had the largest nationwide branch and ATM network
among private sector banks in Turkey, with 1,197 domestic branches, 17 international branches and 4,641 domestic ATMs
(sources: Banks Association of Turkey and Interbank Card Center).

As of June 30, 2012, the Group’s capital adequacy ratio was 14.4% (13.1% when calculated using Tier I capital
only); however, such calculations would differ were Basel II then in effect. See “Management’s Discussion and Analysis of
Financial Condition and Results of Operations — Capital Adequacy.” As of the same date, the Group’s shareholders’ equity
was TL 21,839 million, its liquid asset ratio (being the total amount of cash and balances with banks, money market
placements, trading securities and available-for-sale securities divided by the Group’s total assets) was 27.9% and its loan-to-
deposit ratio was 106.1%. The Group’s net operating income was TL 3,361 million in 2009, TL 3,916 million in 2010,
TL 3,088 million in 2011 and TL 2,236 million for the six months ended June 30, 2012. The Group’s net period profit from
continuing operations was TL 2,752 million in 2009, TL 3,232 million in 2010, TL 2,389 million in 2011 and TL 1,789
million for the six months ended June 30, 2012.

As of June 30, 2012, the Bank was the largest bank in Turkey in terms of total assets and total loans and had the
largest market shares of total deposits, TL-denominated deposits, demand deposits, total loans, TL-denominated loans,
consumer loans, number of debit cards and volume of debit cards transactions among private sector banks (sources: BRSA,
Banks Association of Turkey and Interbank Card Center).
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With its domestic Turkish focus and size and scope of operations, the Group’s financial condition and results of
operations have been significantly impacted by the Turkish economy, which until 2009 had grown with a compound annual
growth rate of real GDP of 4.6% between 2000 and 2008 according to TurkStat. Real GDP growth slowed to 0.7% in 2008
and declined by 4.8% in 2009, but has significantly rebounded in 2010 (9.2%) and 2011 (8.5%); however, real GDP growth
slowed to 3.1% in the first half of 2012 compared to the first half of 2011. The Bank’s management expects GDP growth to
be lower in 2012.

As of June 30, 2012, the Group had total assets of TL 189,217 million, an increase of 2.9% from TL 183,936 million
as of December 31, 2011, itself a 25.5% increase from TL 150,811 million as of December 31, 2010 (a 46.8% increase from
TL 128,916 million as of December 31, 2009). As of June 30, 2012, the Group had total deposits of TL 99,881 million, a
1.1% increase from TL 98,832 million as of December 31, 2011, itself a 12.9% increase from TL 88,477 million as of
December 31, 2010, a further increase of 38.6% from TL 72,055 million as of December 31, 2009. Accordingly, the Bank’s
management believes that the Group’s strong balance sheet has supported its ability to attract a strong deposit base, even
through the global financial crisis, and benefitted from a “flight to quality” during difficult market conditions, with deposits
continuing to grow for each of the periods under review.

The Bank’s loan portfolio grew from TL 48,335 million as of December 31, 2009 to TL 64,232 million as of
December 31, 2010, TL 91,621 million as of December 31, 2011 and TL 98,222 million as of June 30, 2012, with a
compound annual growth rate of 32.8% for the period between December 31, 2009 and June 30, 2012. The Bank’s policy is
to provide fully (at a rate of 100%) for its non-performing loan portfolio; however, on September 20, 2012 the Bank
announced that its board of directors authorized the Bank’s management to change this policy to one that only need comply
with the provisioning levels required by law. For additional information on regulatory requirements for provisioning, see
“Business of the Group — Loan Classification and Provisioning Policy,” “Risk Factors — Banking Regulatory Matters” and
“Turkish Regulatory Environment — Loan Loss Reserves.” The Bank’s ratios of NPLs to total loan value were 1.9%, 2.1%,
3.6% and 5.4% as of June 30, 2012 and December 31, 2011, 2010 and 2009, respectively.

As of June 30, 2012, 36.2% of the Group’s total loans and 42.9% of the Group’s total deposits were denominated in
foreign currencies, principally US Dollars and Euros.

Recent Developments
The material actions taken by the Bank since June 30, 2012 are described below:

As announced by the Bank on September 20, 2012, the Bank’s board of directors authorized the Bank’s
management to change the Bank’s policy of providing fully (at a rate of 100%) for its non-performing loan portfolio to one
that only need comply with the provisioning levels required by law. The Bank’s management is analyzing what changes to
make as a result of this authorization, including when considered in the context of each borrower’s collateral and NPL
category; it being understood that such legal requirements impose minimum provisions depending upon the category of the
non-performing loan, including special provisions in the amounts of 20%, 50% and 100%, respectively, being required to be
set aside for loans and receivables in Groups III, IV and V (see “Turkish Regulatory Environment — Loan Loss Reserves”).
Should the Bank determine to follow legal requirements, then (as specific provisions result in a booking of an expense) such
a reduction in provisions would result in a corresponding increase in the Bank’s capital levels. In addition, any reversal or
release of provisions recognized in previous periods that would be in excess of then-applicable provisioning levels may have
an effect on the Bank’s results of operations for the period in which any such reversals or releases are recognized.

As announced by the Bank on September 28, 2012, the Bank has set aside additional provisions of TL 317.4 million
in connection with its potential actuarial liability resulting from a recent change in pension law. Provisional Article 39, which
was added to Turkey’s Social Security and General Health Insurance Law (Law No. 5510), decrees that pension payments for
certain disability, old age and death benefits that are currently calculated according to an indexed system should be
recalculated according to this new article starting on January 1, 2013. The Bank’s management has determined that such new
calculation methodology should apply to one of its pension funds, with the above-noted provisions being the amount
estimated to be the increased total actuarial liability resulting from this change in the calculation methodology. The final
amount will be determined after an actuarial report is prepared by an authorized actuary, which will require a detailed
analysis of the impact that this change will have on each of the pension fund’s beneficiaries.
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Significant Factors Affecting the Group’s Financial Condition and Results of Operations

The Group’s financial condition and/or results of operations depend significantly upon the macro-economic
conditions prevailing in Turkey as well as other factors. The impact of these and other potential factors may vary
significantly in the future and many of these factors are outside the control of the Group. Prospective investors should
(among other things) consider the factors set forth under “Risk Factors.” The following describes the most significant of such
factors since 2009.

Turkish Economy

The majority of the Group’s operations are in Turkey, and its business and results of operations are significantly
affected by general economic conditions in Turkey. As of June 30, 2012, 81% of the Group’s total assets were in Turkey.
Accordingly, the Group’s results of operations and financial condition have been and will continue to be significantly
affected by Turkish political and economic factors, including the economic growth rate, the rate of inflation and fluctuations
in exchange and interest rates. The economic contraction in Turkey in 2009 limited lending growth and caused a decline in
asset quality in the Turkish banking sector. The Group’s operations experienced a similar trend, with the Group limiting its
lending activities and increasing the stringency of its lending and credit policies. However, starting in 2010 there has been a
rapid recovery in lending growth and the NPL ratio displayed a declining trend both for Turkish financial institutions as a
whole and for the Group’s operations in particular.

The following table provides certain macro-economic indicators for Turkey, including real GDP, annual inflation
rates and the Central Bank’s overnight TL rate for each of the indicated years:

For the six
months ended
June 30,
2012 2011 2010 2009 2008 2007
Nominal GDP at current prices (TL millions) 677,626 1,298,062 1,098,799 952,559 950,534 843,178
Real GDP growth 3.1% 8.5% 9.2% (4.8)% 0.7% 4.7%
Deficit/surplus of consolidated budget /GDP . NA® (1.3)% (3.6)% (5.5)% (1.8)% (1.6)%
Inflation® ........oovveeeeeeeeeeeeeeeeeeeeeee e 8.87% 10.45% 6.40% 6.53% 10.06% 8.39%
Central Bank overnight TL interest rate™..................... 5.00% 5.00% 1.50% 6.50% 15.00% 15.75%
Refinancing rate of the Central Bank............ccccccevvcunnnee 11.5% 12.5% 9.0% 9.0% 17.5% 20.0%
Nominal appreciation (depreciation) of the Turkish
Lira against the US Dollar™ ..............cccooovvvoimrrrrinrnnen. (11.4)% (23.3)% Q2.7)% 0.4% (29.8)% 17.6%
CPI-based real effective exchange rate appreciation
(depreciation) (2003=100) ........ccoo.rerreerrrerrrerererrrereenn. 3.2% (12.9% 7.6% 1.7% (12.7)% 17.5%
Total gross gold and international currency reserves
(US Dollars, Millions) ..........ccoovevverrvrresreserssrsessssseens 107,493 © 88,218 85,960 74,810 73,346 74,027

Sources: TurkStat for nominal GDP at current prices, real GDP growth, inflation, Turkish Ministry of Finance, General Directorate of Public Accounts, for
deficit/surplus of consolidated budget and Central Bank for reference overnight interest rate, refinancing rate, nominal appreciation (depreciation) of the
Turkish Lira against the US Dollar, real effective exchange rate and total gross gold and international currency reserves.

" Real GDP growth, deficit/surplus of consolidated budget, inflation, nominal depreciation of the Turkish Lira against the US Dollar and real effective
exchange rate are presented on basis of the six months ended June 30, 2012 compared against the six months ended June 30, 2011.

Annual percentage change of Consumer Price Index.

@ At the meeting of the Monetary Policy Committee of the Central Bank on May 18, 2010, the Central Bank established the one-week repo auction rate
as the new policy rate. Such rate was 6.5% as of December 31, 2010, 5.75% as of December 31, 2011 and 5.75% as of June 30, 2012.

Central Bank buying rates.

© Information not available as of the date of this Offering Circular.

© " As of September 7, 2012.

2)

)

Interest Rates

One of the primary factors affecting the Group’s profitability is the level of, and fluctuations in, interest rates in
Turkey, which in turn influence the return on the Group’s securities portfolio and its loan and deposit rates. Interest earned
and paid on the Group’s assets and liabilities reflects, to a certain degree, actual inflation, inflation expectations, shifts in
short-term interest rates set by the Central Bank and movements in long-term real interest rates, in line with the Turkish
banking sector. Although the impact of decreasing interest rates of assets has had a more direct and material impact on the
Group’s profitability due to competitive pressures from both the public and private sector banks to raise or maintain interest
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rates on deposits in order to attract and retain customers, the Group utilized alternative sources for raising funds with lower
costs compared to deposits, thereby mitigating the adverse competitive pressure arising from retaining its customer base.

Because the Group’s interest-bearing liabilities (principally deposits) generally re-price faster than its interest-
earning assets, changes in the short-term interest rates in the economy generally are reflected in the rates of interest paid by
the Group on its liabilities before such interest rates are reflected in the rates of interest earned by the Group on its assets.
Therefore, when short-term interest rates fall, the Group is both positively affected (for example, the value of its fixed rate
securities portfolio may increase, as occurred in 2009, and its interest margins can improve), but can also be negatively
impacted (for example, through the decline in net interest margins on assets funded by 0% interest rate deposits). On the
other hand, when short-term rates increase, the Group’s interest margin is generally negatively affected as it will generally
pay higher interest rates on its interest-bearing liabilities before it can modify the rates of its interest-earning assets. An
increase in long-term rates generally has at least a short-term negative effect on the Group’s net interest margin because its
interest-earning assets generally have a longer re-pricing duration than its interest-bearing liabilities and because a portion of
its interest-earning assets have fixed rates of interest. In addition, rising interest rates are expected to reduce the value of the
Group’s existing securities investment portfolio but ultimately are expected to result in increased interest income on
additional assets included in this portfolio.

As of June 30, 2012 and December 31, 2011, 2010 and 2009, approximately 43.4%, 43.7%, 41.4% and 48.0% of the
Bank’s loans and 47.5%, 46.8%, 41.3% and 45.3% of the Bank’s interest-carning assets were at floating rates. The
fixed/floating composition of the Group’s assets and liabilities is mainly determined by general market trends and customer
demands. As a result, due to the highly competitive banking environment, the Group’s ability to change the naturally
established composition of loans and deposits is limited. On the other hand, the Group tries to diversify its securities portfolio
in terms of maturity and re-pricing periods in order to balance the duration mismatch of the entire balance sheet. In addition,
the Group uses derivatives to keep the duration mismatch of the balance sheet within the limits established by the Board of
Directors.

The Group’s interest income is primarily comprised of: (a) interest earned on its loan portfolio (TL 7,499 million, or
62.1% of total interest income, in 2011) and (b) interest earned from its securities portfolio (TL 4,221 million, or 34.9% of
total interest income, in 2011). For further information on the Group’s securities portfolio, see “-Securities Portfolio.”

The Group’s primary sources of funding for the periods under review have typically been short-term deposits and
repurchase (“repo”) transactions with the Central Bank. The Group’s cost of funding in relation to repo transactions and
deposit-based funding generally decreases as the Central Bank rates decrease.

Among the most significant indicators of the movements in interest rates as they affect the Group is the Central
Bank reference overnight interest rate. The Central Bank reference overnight interest rate declined from 17.50% as of
December 31, 2006 to 15.0% as of December 31, 2008, but the rate declined significantly in 2009, to 6.50% as of
December 31, 2009, and in 2010, to 1.50% as of December 31, 2010 (at which time the overnight interest rate was no longer
linked to the policy rate), in response to the effect of the global economic crisis on banks’ liquidity. In December 2011, the
rate increased to 5.0%, where it remains. Although decreases in interest rates may result in decreases in margins for banks
(including the Bank), whether such decreases will negatively affect the Group’s net interest income will depend upon the
magnitude of the impact of such decreases on its loan portfolio, securities portfolio and its various funding sources, as well as
the timing of such impacts.

At the meeting of the Monetary Policy Committee of Central Bank on May 18, 2010, the one week repo auction rate
became the new policy rate and was set at 7.00%, 50 basis points higher than the overnight borrowing rate. On December 16,
2010, the Monetary Policy Committee decreased its one week repo rate to 6.50%, and further decreased its one week repo
rate to 6.25% on January 20, 2011. On August 5, 2011, the Central Bank cut the rate to 5.75%, where it remains.

In 2009, high net interest margins principally resulted from the ability to re-price interest-bearing liabilities more
quickly than interest-earning assets were re-priced as interest rates declined throughout the year. In 2010, net interest margins
and spreads in Turkish Lira and foreign currencies decreased as compared to 2009 due to assets being re-priced with a time-
lag compared to liabilities. The overnight TL borrowing rate announced by the Central Bank declined from 6.5% in
November 2009 to 1.5% in December 2010 and then increased to 5.0% in December 2011, where it remains. The decrease in
margins since 2009 has principally been due to the moderation of local market conditions (including inflationary pressures),
the increases to reserve requirements introduced by the Central Bank (no interest is earned on such reserves) and the
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tightening of monetary policy in Turkey over the period. Although the Central Bank has relaxed certain of these measures in
light of weakening macro-economic conditions, significant pressure on net interest margins remains despite efforts to re-price
assets and liabilities given competitive conditions and funding costs.

Central Bank Reserve Requirements

In September 2010, the Central Bank increased reserve requirements and decided not to pay interest on the reserves
held by it, which has had, and will continue to have, a negative impact on the net interest income of the Bank. On
November 12, 2010, the Central Bank again raised Turkish Lira reserve requirements from 5.5% to 6%. In addition, on
December 17, 2010, the Central Bank revised its Turkish Lira reserve ratio policy to establish different reserve requirements
based upon the maturity structure of deposits. On January 24, 2011, the Central Bank announced that, in its opinion, a policy
mix of a lower policy rate coupled with higher reserve requirements was the optimal approach to preserve both financial and
price stability. In the Monetary and Exchange Rate Policy for 2012 document published on December 27, 2011, the Central
Bank said that a new policy mix was designed in which the interest rate corridor, which is formed between the overnight
borrowing and lending rates, and required reserves are employed together besides the policy rate.

On March 23, 2011, the Central Bank further raised Turkish Lira reserve requirements to: 15% for demand deposits,
notice deposits and private current accounts and deposits and participation accounts with maturities of up to one month; 13%
for deposits accounts, participation accounts and special fund pools with maturities of up to three months and any liabilities
other than deposit and participation funds, such as repo transactions other than those entered into with the Central Bank or
other banks, marketable securities issued and funds borrowed; 9% for deposits accounts, participation accounts and special
fund pools with maturities of up to six months. On April 21, 2011, the Turkish Lira reserve requirements for demand
deposits, notice deposits and private current accounts and deposits and participation accounts with maturities of up to one
month further increased to 16%.

On October 28, 2011, the Central Bank reduced various reserve requirements, where they remain. See “Turkish
Regulatory Environment — Liquidity and Reserve Requirements.”

As a result of these recent reserve requirements from the Central Bank, the Bank’s weighted average reserve
requirement ratio for TL deposits has become 10.8%. Accordingly, such reserve rate increases have had a material adverse
effect on the Bank’s profitability as the Bank has been only partly able to pass on such increases in its overall costs of
funding to customers due to the effect of competition. The Bank tries to mitigate the adverse impact on net interest margins
from the changes in reserve requirements by benefiting from the flexibilities offered by the Central Bank for fulfilling the
reserve requirement obligations of banks (for example, banks may hold gold reserves up to 30% to maintain Turkish Lira
reserve requirements). In light of interest rate fluctuations that have had, and are expected to continue to have, a negative
impact on margins, the Group’s strategy is to seek to increase its business volumes and to focus on cost control, profitability
and asset quality. In addition to movements in market interest rates, a key variable impacting changes in the Group’s interest
income and interest expense has been competition among both Turkish private and public sector banks, which has intensified
over the periods under review and has negatively impacted, and is expected to continue to negatively impact upon the
Group’s net interest margin (see “Risk Factors — Risk Factors Relating to the Group’s Business — Competition in the Turkish
Banking Sector”).

Recently revised Central Bank regulations permit Turkish banks to maintain 60% of their Turkish Lira reserve
requirements in foreign currencies and 30% of their Turkish Lira reserve requirements in gold. The Group’s policy is to seek
to meet its Turkish Lira reserve requirement obligations by holding these assets in order to seek to decrease the total cost of
its Turkish Lira reserve requirements.

Exchange Rates
A significant percentage of the Group’s assets and liabilities are denominated in foreign currencies, particularly in
US Dollars and Euros. As of June 30, 2012, 33.8% of the Group’s total assets and 36.6% of the Group’s total liabilities were

denominated in foreign currencies, principally US Dollars and Euro.

While the Group monitors its position in foreign currencies (which is the amount by which its foreign currency risk-
bearing assets differ from its foreign currency-denominated liabilities) and each of the Bank and the Group is required to
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comply with foreign currency position limits promulgated by the BRSA, each of the Bank and the Group has maintained and
likely will continue to maintain gaps between the balances of its foreign currency-denominated assets and liabilities. The
limit imposed by the BRSA is defined as an amount plus/minus 20% of the total capital used in the calculation of regulatory
capital adequacy ratios.

Historically, the Bank has sought to maintain a balance between such assets and liabilities based upon the actual
composition of its balance sheet and off-balance sheet positions at any time and, as a general matter, does not enter into any
speculative positions. Under BRSA rules, any such foreign exchange gains and losses are accounted for together with any
gains and losses from the Group’s investment in foreign exchange-based derivative financial instruments.

Even though the Group seeks to balance its actual foreign exchange position based upon the composition of its
portfolio, the Group’s financial results are impacted by changes in foreign exchange rates as the Group translates such assets
and liabilities, and interest earned from and paid on those assets and liabilities, into Turkish Lira. The overall effect of
exchange rate movements on the Group’s results of operations depends upon the rate of depreciation or appreciation of the
Turkish Lira against its principal trading and financing currencies. For 2009 and 2010, the Group recorded net foreign
exchange losses of TL 357 million and TL 312 million, respectively, and for 2011 and the six months ended June 30, 2012,
foreign exchange gains of TL 17 million and TL 310 million, respectively.

Exchange rate movements also affect the TL-equivalent value of the Group’s foreign currency-denominated assets
and capital, which can affect capital adequacy either positively (for example, if the Turkish Lira appreciates, then assets in
foreign currencies convert into fewer Turkish Lira in the calculations of capital adequacy ratios and thus increase the capital
adequacy ratios) or negatively (for example, if the Turkish Lira depreciates, then assets in foreign currency convert into more
Turkish Lira in the calculations of capital adequacy ratios and thus reduce the capital adequacy ratios).

Securities Portfolio

The Group maintains a securities portfolio that primarily includes Turkish government debt securities. The Group’s
investment securities portfolio amounted to TL 45,360 million as of June 30, 2012. Of this amount, TL 11,874 million, or
26.2%, was classified as held to maturity and TL 33,486 million, or 73.8%, was classified as available for sale. The Group
also had a trading securities portfolio amounting to TL 1,185 million as of June 30, 2012. Interest income derived from the
Group’s trading and investment securities amounted to TL 2,175 million for the first six months of 2012, accounting for
29.9% of total interest income for the period, and amounted to TL 4,221 million for 2011, constituting 34.9% of the total
interest income for the year. The Group sought to increase its securities portfolio between 2008 and 2010, which increased
from 26.5% of the Group’s total assets as of December 31, 2008 to 34.4% as of December 31, 2010 as customer demand for
loans diminished and the quality of the loan portfolio became a major concern after the beginning of the latest global
financial crisis. Since December 31, 2010 the relative size of the securities portfolio has decreased to 24.6% of total assets as
of June 30, 2012, as credit demand has recovered in Turkey and asset quality has improved. Moreover, the Group also
benefitted from attractive yields and trading gains from its securities portfolio, an in particular Turkish government securities
(including CPI-linked securities), between 2008 and 2010; sowever, opportunities for such robust yields and gains have
declined in 2011 and the first half of 2012, which is likely to lead to a decrease in the Group’s earnings from its securities
portfolio.

The Bank expects that trading gains will not continue to be as significant going forward and that the percentage of
the Group’s assets invested in securities will decline if loan demand keeps accelerating as the global financial crisis subsides
and the Turkish economy continues to grow.

Expansion of Branch Network

As of June 30, 2012, the Bank, with its 1,197 domestic branches, had the most extensive branch network of all
private sector banks in Turkey and has branches in every city in the country (source: Turkish Banks Association). In 76 cities
out of the country’s 81, the Bank is the leading private sector bank in terms of the number of branches. Unlike its
competitors, in addition to the city branches, the Bank also has branches in rural districts. The Bank opened 63 new domestic
branches in 2011 (six branches were consolidated with other branches during 2011) and opened 13 new domestic branches in
the six months ended June 30, 2012. The Bank currently plans to open additional branches in 2012 and 2013. The Bank’s
management believes that the expansion of the Bank’s branch network over the periods under review has helped support the
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growth of its assets and liabilities; however, this growth has also resulted in an increase in expense relating to increased
numbers of employees, branch operating expenses and general advertising expenses.

Provisioning for Impaired Loans

The Group classifies loans in line with the provisions of the Regulation on Procedures and Principles for
Determination of Qualifications of Loans and Other Receivables by Banks and Provisions to be Set Aside published in the
Official Gazette No. 26333 on November 1, 2006 (the “Regulation on Provisions and Classification of Loans and
Receivables”). The Bank’s policy is to provide fully (at a rate of 100%) for its non-performing loan portfolio; however, on
September 20, 2012 the Bank announced that its board of directors authorized the Bank’s management to change this policy
to one that only need comply with the provisioning levels required by law; it being understood that such legal requirements
impose minimum provisions depending upon the category of the non-performing loan, including special provisions in the
amounts of 20%, 50% and 100%, respectively, being required to be set aside for loans and receivables in Groups III, IV and
V (see “Turkish Regulatory Environment — Loan Loss Reserves”). The Bank’s management is analyzing what changes to
make as a result of this authorization, including when considered in the context of each borrower’s collateral and NPL
category. Should the Bank determine to follow legal requirements, then (as specific provisions result in a booking of an
expense) such a reduction in provisions would result in a corresponding increase in the Bank’s capital levels. In addition, any
reversal or release of provisions recognized in previous periods that would be in excess of then-applicable provisioning levels
may have an effect on the Bank’s results of operations for the period in which any such reversals or releases are recognized.

Provisions that have been made within the current financial year but are released result in a credit to the “Provision
Expenses” account, while the released parts of provisions from previous years are transferred to and recognized in the “Other
Operating Income” account. For further information on the Group’s internal loan provision requirements, see Part Three, VIII
of the December 31, 2011 BRSA Annual Financial Statements attached to this Offering Circular.

Impact of Financial Participations

The BRSA Financial Statements include the financial condition and results of operation of the Bank’s banking
business as well as its financial participations. Such financial participations have a limited impact on the Bank’s financial
condition and results of operations as the Bank’s banking business accounts for approximately 90% of the value of loans,
deposits and securities included on the Group’s BRSA consolidated balance sheet for each of the periods under review.

Critical Accounting Policies

The Group’s accounting policies are integral to understanding its results of operations and financial condition
presented in the BRSA Financial Statements and the notes thereto. The Group’s critical and other significant accounting
policies are described in note 3 to the BRSA Annual Financial Statements. The preparation of these financial statements
requires management to make estimates and assumptions on some events that affect the reported amounts of assets and
liabilities and the reported amounts of revenues and expenses during the reported period. On an on-going basis, management
evaluates its estimates and judgments, including those related to allowance for contingencies, litigation and arbitration.
Management bases its estimates and judgments on historical experience and on various other factors that are believed to be
reasonable under the circumstances. Actual results may differ from estimates under different assumptions or conditions.

The Bank’s management believes that the following significant accounting policies require critical judgments or
estimates or involve a degree of complexity in application that affects the Group’s financial condition and results of
operation.

Consolidation of Subsidiaries and Associates

In the consolidated BRSA Financial Statements, the Bank consolidates its subsidiaries that are entities that are
controlled by the Bank, but only its financial participations. The Bank does not consolidate its non-financial participations in
the consolidated BRSA Financial Statements, but the non-financial participations are shown under the items “Investments in
Associates” and “Investments in Subsidiaries.” For a list of the Bank’s financial participations, see “Business of the Group —
Financial Participations,” and for a list of the Bank’s non-financial participations, see ‘“Business of the Group — Non-
Financial Participations.” See also “Summary of Significant Differences Between IFRS and BRSA Accounting Principles
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and Reconciliation of Certain BRSA and IFRS Data.” In determining whether the Bank controls another entity, the Bank’s
management considers the Bank’s power to appoint or remove from office the decision-taking majority of members of board
of directors through direct or indirect possession of the majority of the entity’s capital irrespective of the requirement of
owning minimum 51% of its capital, or by having control over the majority of the voting right as a consequence of holding
privileged shares or of agreements with other shareholders although not owning the majority of capital.

The regulation on the “Communiqué Related to the Preparation of Consolidated Financial Statements of Banks,”
published in the Official Gazette dated November 8, 2006 Nr. 26340, was amended by the “Communiqué on Changing the
Communiqué Related to the Preparation of Consolidated Financial Statements of Banks,” which was published in the Official
Gazette dated January 23, 2011 Nr. 27824. Within the framework of this amending regulation, the Bank’s subsidiaries Camis
Menkul Degerler A.S., Is Factoring Finansman Hizmetleri A.S., Is Girisim Sermayesi Yatirnm Ortakligi A.S., Is Portfoy
Yonetimi A.S., Is Yatinm Ortaklig1 A.S., Maxis Securities Ltd., TSKB Gayrimenkul Yatirim Ortakligi A.S., TSKB Yatirim
Ortakligi A.S. and Yatirm Finansman Menkul Degerler A.S., which are qualified as credit institutions or financial
institutions, whose assets do not exceed one percent of the Bank’s total assets or whose share totals do not exceed five
percent of the Bank’s total assets and that were not consolidated prior to December 31, 2009, have been consolidated since
December 31, 2010. In addition, Efes Varlik Yonetim A.S. and Is Invest Gulf Ltd., which commenced their operations in
February and July 2011 respectively, and isbank Russia, which was acquired in April 2011, have also been consolidated
since such time. As of the current period, there are no subsidiaries qualified as credit institutions or financial institutions
excluded from consolidation.

An associate is an entity in which the Bank owns capital and over which it has a significant influence but no control,
whether established at home and abroad. Significant influence is the power to participate in the financial and operating policy
of the investee. If the Bank holds qualified shares in the associate, then it is presumed that the Bank has significant influence
unless otherwise demonstrated. A substantial or majority ownership by another investor does not necessarily preclude an
investor from having significant influence. A qualified share is the share that directly or indirectly constitutes 10% or more of
an entity’s capital or voting rights and, irrespective of this requirement, possession of privileged shares giving right to appoint
members of the board of directors.

The equity method is an evaluation method of associates by which the book value of the Bank’s share in the
associate’s equity is increased or decreased by the Bank’s proportional share in the change in the associate company’s equity
and the dividend received by the Bank is deducted. The accounting policies of Arap-Tiirk Bankas1 A.S., the only associate
that is consolidated using the equity method, are not different than the Bank’s. Thus, no adjustments of compliance have been
applied.

Classification and Measurement of Financial Assets

Financial assets comprise cash, contractual rights to obtain cash or another financial asset from or to exchange
financial instruments with the counterparty, or the capital instrument transactions of the counterparty. According to the
Bank’s management’s purpose of holding the investment, financial assets are classified into four groups: “Financial Assets at
Fair Value through Profit And Loss,” “Financial Assets Available for Sale,” “Held to Maturity Investments” and “Loans and
Receivables.”

Cash and Banks. Cash consists of cash in vault, foreign currency cash, money in transit, checks purchased and
precious metals. Foreign currency cash and banks are shown in the balance sheet by their amounts converted into Turkish
Lira at the foreign exchange rate on the balance sheet date. The carrying values of both the cash and banks are their estimated
fair values.

Financial Assets at Fair Value through Profit and Loss. Financial assets classified as “at fair value through profit
and loss” include both “financial assets held for trading” as well as “financial assets at fair value through profit and loss,”
both of which are described below.

Financial Assets Held for Trading. Financial assets held for trading are those acquired for the purpose of
generating profit from short-term market fluctuations in prices or similar elements, or securities that are part of a
portfolio set up to realize short term profit regardless of the purpose of acquisition.
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Financial assets held for trading are initially presented in the balance sheet, and thereafter subject to
valuation at, their fair values. In cases where values that form the basis for the fair value do not exist in an active
market, it is considered that the fair value is not reliably determinable and “amortized cost,” calculated by the
internal rate of return method, is taken into account as the fair value.

Any gains or losses resulting from such valuation are recorded in the profit and loss accounts. As per the
explanations of Turkey’s Uniform Code of Accounts (the “UCA”), any positive difference between the historical
cost and amortized cost of financial assets are booked under the “Interest Income” account, and in case the fair value
of the asset is greater than the amortized cost, the positive difference is booked under the “Gains on Securities
Trading” account. If the fair value is less than the amortized cost, then the negative difference is booked under the
“Losses on Securities Trading” account. Any profit or loss resulting from the disposal of these assets before their
maturity date is recognized within the framework of the same principles.

Financial Assets at Fair Value through Profit and Loss. Financial assets classified as “at fair value through
profit and loss” are financial assets that have not been acquired for trading purposes but were classified as “fair
value through profit and loss™ at their initial recognition. The recognition of such assets at fair value is accounted
similarly to the financial assets held for trading described above.

Financial Assets Available for Sale. Financial assets available for sale are non-derivative financial assets other than
bank loans and receivables originated by the Group, held-to-maturity investments (described below) and those classified as
“financial assets at fair value through profit and loss” (described above). Initial recognition and the subsequent valuation of
financial assets available for sale, including their transaction costs, is made on a fair value basis and the difference between
the cost and the amortized value calculated using the internal rate of return method is reflected in the income statement. If an
asset’s price is not available in an active market, then it is considered that fair value cannot be reliably determined and the
amortized value calculated using the internal rate of return method is taken into account as the fair value. Unrealized gains
and loss arising from the changes in fair values of the financial assets available for sale are not recognized in the income
statement until the corresponding values are realized through disposal, sale, redemption or incurring loss, rather they are
recognized in the “Marketable Securities Value Increase Fund” account under the shareholders’ equity. In the event of any
disposal or redemption of the relevant asset, the fair value differences accumulated in the shareholders’ equity resulting from
market valuation are reflected to the income statement.

Held to Maturity Investments. Held-to-maturity investments are non-derivative financial assets (other than loans and
receivables originated by the Group) for which: (a) there is an intention of holding to maturity, (b) there exists the relevant
conditions for the fulfilment of such intention, including the funding ability, and (c) for which there are fixed or determinable
payments with fixed maturity. These financial assets, which are initially recorded at their fair values including transaction
costs, are subject to valuation at their discounted cost value, as calculated using the internal rate of return method less any
provision for any impairment. Interest income from held-to-maturity investments is recognized in the income statement as
interest income.

Any sale or reclassification of a more than an insignificant amount of held-to-maturity investments not close to their
maturity would result in the reclassification of all held-to-maturity investments as available-for-sale and put restrictions on
the Group for classifying investment securities as held-to-maturity for the current and the following two financial years.
There has been no such tainting in the held-to-maturity portfolio during 2010, 2011 or 2012.

Loans and Receivables. Loans and receivables are financial assets that are generated by providing funds, goods or
services to the debtor, which assets are not quoted in an active market. Loans and receivables are initially recognized at their
fair values including settlement costs and are thereafter carried at their amortized cost, which is calculated using the internal
rate of return method.

Foreign currency-indexed consumer and corporate loans are valued in Turkish Lira at the exchange rates prevailing
at the opening date and recorded under the Turkish currency accounts. Thereafter, increases and decreases in the principal
amount of the loan resulting from movements in exchange rates are recognized under the foreign currency income and
expense accounts in the income statement. Repayment amounts are calculated using the exchange rate on the repayment date
and any exchange differences are also recognized in the foreign currency income and expense accounts in the income
statement.
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Impairment of Financial Assets

At each balance sheet date, the Group companies evaluate the carrying amount of their financial assets or a group of
financial assets to determine whether there is objective evidence that those assets have suffered an impairment loss. If such
evidence exists, then the Group determines the related impairment amount.

A financial asset or group of financial assets is subject to impairment loss only if there is objective evidence that the
occurrence of one or more event(s) after the initial recognition of that asset or group of assets has had an effect on the reliable
estimate of the expected future cash flows thereof. Irrespective of the probability of occurrence, no estimated loss that might
arise from future events is recognized in the financial statements.

Impairment losses attributable to the “held to maturity investments” are measured as the difference between the
book value of an investment and the present value of the estimated future cash flows thereof as discounted using the original
interest rate of such asset. The related difference is recognized as a loss and decreases the book value of the financial asset. In
subsequent periods, to the extent that the impairment loss amount decreases, the previously recognized impairment loss will
be reversed.

When a decline occurs in the fair value of an “available-for-sale” financial asset, which is accounted at fair value
and the increases and decreases in value of which are recognized directly in equity, the accumulated profit or loss that had
been recognized directly in equity is transferred from equity and recognized in the period’s profit or loss. If, in a subsequent
period, the fair value of the related financial asset increases, then the impairment loss is reversed and the amount of reversal
is recognized in profit or loss.

“Loans and receivables” are classified and followed in line with the provisions of the Regulation on Provisions and
Classification of Loans and Receivables. The Bank’s policy is to provide fully (at a rate of 100%) for its non-performing loan
portfolio; however, on September 20, 2012 the Bank announced that its board of directors authorized the Bank’s management
to change this policy to one that only need comply with the provisioning levels required by law; it being understood that such
legal requirements impose minimum provisions depending upon the category of the non-performing loan, including special
provisions in the amounts of 20%, 50% and 100%, respectively, being required to be set aside for loans and receivables in
Groups III, IV and V (see “Turkish Regulatory Environment — Loan Loss Reserves”). The Bank’s management is analyzing
what changes to make as a result of this authorization, including reducing its provisions. Provisions that have been made
within the current financial year but are released result in a credit to the “Provision Expenses” account, while the released
parts of provisions from previous years are transferred to and recognized in the “Other Operating Income” account.

Other than specific provisions, the Bank and the financial institutions affiliated to the Group also provide “general
allowances” for loans and other receivables classified in accordance with applicable regulations.

Employee Benefits Obligations

According to the related regulation and the collective bargaining agreements, the Bank and consolidated Group
companies (excluding subsidiaries residing outside of Turkey) are obligated to pay termination benefits for employees who
retire, die, quit for their military service obligations, have been dismissed as defined in the related regulation or (for female
employees) have voluntarily quit within one year after the date of their marriage. Within the scope of TAS 19 (“Employee
Benefits”), the Bank allocates seniority pay provisions for employee benefits by estimating the present value of the probable
future liabilities. As the legislations of the countries in which the Bank’s non-Turkish subsidiaries operate do not require
retirement pay provision, no provision liability has been recognized for such companies. In addition, provision is also
allocated for the unused paid vacation.

The Isbank Personnel Supplementary Pension Fund, of which each employee of the Bank is a member, has been
established according to provisional Article 20 of the Social Security Act No. 506.

For pension funds, Law no. 5754 “Emendating Social Security and General Health Insurance Act and Certain Laws
and Decree Laws”, which was published in the Official Gazette dated May 8, 2008 and numbered 26870, decrees that
payment obligations to the contributors of bank pension funds, those who receive salaries or income from these funds and
their rightful beneficiaries will be transferred to the Social Security Institution and will be subject to this law within three
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years after the release date of the related article without any need for further operation; however, the three-year transfer
period can be prolonged for up to two years by a decision of the Turkish Cabinet (the two year period was extended to four
years by the Law “Emendating Social Security and General Health Insurance Act,” which was published in the Official
Gazette dated March 8, 2012 and numbered 28227). The initial three-year transfer period was extended for two years (i.e.,
until May 8, 2013) by a Cabinet decision dated March 14, 2011, which was published in the Official Gazette dated April 9,
2011 and numbered 27900.

The above-mentioned law also states that:

. through a commission constituted by the attendance of one representative separately from the Social
Security Institution, Ministry of Finance, Turkish Treasury, State Planning Organization, BRSA, SDIF, one
from each pension fund and one representative from the organization employing pension fund contributors,
related to the transferred persons, the cash value of the liabilities of a pension fund as of the transfer date
will be calculated by considering its income and expenses in terms of the lines of insurance within the
context of the related law, and a technical interest rate of 9.8% will be used in the actuarial calculation of
the value in cash, and

. after the transfer of the pension fund contributors, those who receive salaries or income from these funds
and their rightful beneficiaries to the Social Security Institution, these persons’ uncovered social rights and
payments, despite being included in the current trust indenture that they are subject to, will be continued to
be covered by the pension funds and the employers of pension fund contributors.

In line with the new law, the Bank exercises an actuarial audit for the aforementioned pension fund. The Bank sets
aside provision in the financial statements for the amount of actuarial and technical deficit in the actuarial report.

Interest Income and Expenses

Interest income and expenses are recognized on an accrual basis by using the effective interest method (the rate that
equalizes the future cash flows of a financial asset or liability to its present net book value) in conformity with TAS 39
(“Financial Instruments: Recognition And Measurement”). In accordance with the relevant legislation, realized and
unrealized interest accruals on NPLs are reversed and interest income related to these loans is recorded as interest income
only when they are collected.

Fee and Commission Income and Expenses

Fee and commission income and expenses are recorded either on an accrual basis or by using the effective interest
rate method. Income earned in return for services rendered contractually or due to operations such as the sale or purchase of
assets on behalf of a third party are recognized in income accounts in the period of collection.

Audit Qualification

The Group’s audit reports based upon both IFRS and BRSA principles for 2009, 2010 and 2011 and the review
report based upon BRSA principles for the six month period ended June 30, 2012 include a qualification about free reserves
considering the potential circumstances that may arise from any changes in the Turkish economy or market conditions. The
Group may have similar qualifications in the future.

The audit reports for the consolidated financial statements prepared in accordance with BRSA Principles for 2009,
2010 and 2011 include: (a) a qualification related to the adjustments that may be necessary in respect of a free provision as of
December 31, 2011 amounting to TL 950 million allocated by the Group’s management, which had been recognized as an
expense in prior periods, (b) a qualification related to the adjustments that may be necessary in respect of a free provision as
of December 31, 2010 amounting to TL 950 million allocated by the Group’s management, which had been recognized as an
expense in the prior periods, and (c) a qualification related to the adjustments that may be necessary in respect of a free
provision as of December 31, 2009 amounting to TL 950 million allocated by the Group’s management, of which TL 130
million has been charged to the 2009 income statement as an expense, respectively. The review report for the consolidated
interim financial statements for the six month period ended as of June 30, 2012 prepared in accordance with BRSA Principles
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also include a free provision amounting to TL 1,000 million, of which TL 50 million has been charged to the June 30, 2012
income statement as an expense.

The audit reports for the consolidated financial statements prepared in accordance with IFRS for 2009, 2010 and
2011 include: (a) a qualification related to the adjustments that may be necessary in respect of a free provision as of
December 31, 2011 amounting to TL 805 million allocated by the Group’s management, which had been recognized as an
expense in prior periods, (b) a qualification related to the adjustments that may be necessary in respect of a free provision as
of December 31, 2010 amounting to TL 805 million allocated by the Group’s management, which had been recognized as an
expense in the prior periods, and (c) a qualification related to the adjustments that may be necessary in respect of a free
provision as of December 31, 2009 amounting to TL 805 million allocated by the Group’s management, of which TL 130
million has been charged to the 2009 income statement as an expense.

With respect to the consolidated financial statements prepared in accordance with BRSA principles, if the Group had
not established such provisions, its net profit before taxation would have been higher by TL 50 million for the six month
period ended as of June 30, 2012 (see “Appendix — Financial Statements”). In addition, such provisions might be reversed or
re-allocated by the Group in future periods, which may cause the Group’s net profit to be higher in future periods than it
otherwise would be in the absence of such reversal or re-allocation. These provisions do not impact the Group’s level of tax
or its capitalization ratios; however, according to BRSA rules, provisions for possible losses up to 25% of Tier I capital are
included in the capital adequacy ratio calculation.

Key Performance Indicators

The Group calculates certain ratios in order to measure its performance and compare it to the performance of its
main competitors. The following table sets out certain key performance indicators for the Group for the indicated
dates/periods, which indicators are (among others) those used by the Group’s management to manage its business:

As of (or for the six As of (or for the year ended)
month period ended) December 31,

Ratios June 30, 2012 2009 2010 2011
Net interest margin™®® ... 4.0% 5.6% 4.3% 3.7%
Cost-to-income ratio™ ..........coocrveerreernerieeerrierenrinnns 42.2% 35.3% 42.0% 48.5%
Free capital ratio™ ....... 7.6% 7.3% 8.0% 7.0%
Tier I capital adequacy ratio™ ...........ccccooovvviveeeenane. 13.1% 17.5% 16.3% 13.2%
Total capital adequacy ratio®............cocovvvevireenane., 14.4% 18.1% 17.6% 14.1%
Allowance for possible loan losses to non-

performing 10ans..........ccceevvevveririeneenieeeienenn 100.0% 100.0% 100.0% 100.0%
Return on average total assets" ™. 1.7% 2.1% 2.1% 1.3%
Return on average shareholders’ equity"® ... 17.6% 21.1% 20.2% 13.2%

(1) Calculated on quarter-end averages.

(2) Bank-only net interest income as a percentage of Bank-only average interest-earning assets. Reserves held at the Central Bank have been
excluded from interest-earning assets. Interest income from the Central Bank has been excluded from net interest income.

(3) “Cost” includes total operating expenses excluding impairment losses, net, and foreign exchange and trading losses net. “Income” includes
operating income minus foreign exchange and trading losses net. Total operating expenses and total operating income are net of insurance
expense.

(4) Total shareholders’ equity minus fixed assets, investment property, investments in equity participations and net NPLs as a percentage of total
assets.

(5) The “Tier I” capital adequacy ratio is: (a) the “Tier I” capital (i.e., the result of the “core capital,” which primarily is comprised by the share
capital, profit reserves, profit and provisions for possible losses) as a percentage of (b) the aggregate of the value at credit risk, value at market
risk and value at operational risk. Capital adequacy ratios are based upon BRSA regulations; however, such calculations would differ were
Basel II then in effect. “Capital Adequacy” below.

(6) The total capital adequacy ratio is: (a) the result of “Tier I capital plus “Tier II” capital (i.e., the “supplementary capital,” which comprises
general provisions, subordinated debt, unrealized gains/losses on available-for-sale assets and revaluation surplus (reduced by certain items such
as leasehold improvements and prepaid expenses)) minus items to be deducted from capital (the “deductions from capital,” which comprises
items such as unconsolidated equity interests in financial institutions and assets held for resale but held longer than five years) as a percentage
of (b) the aggregate of the value at credit risk, value at market risk and value at operational risk. Capital adequacy ratios are based upon BRSA
regulations; however, such calculations would differ were Basel II then in effect. See “Capital Adequacy” below.

(7) Netincome for the period as a percentage of average shareholders’ equity (excluding minority interest).

(8) For the six months ended June 30, 2012, presented on an annualized basis.
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Analysis of Results of Operations for the six months ended June 30, 2012 and 2011 and the years ended December 31,
2011, 2010 and 2009

The table below sets out the Group’s income statement for the periods indicated.

For the six months ended

June 30,
Consolidated | ncome Statement Data 2012 2011 2011 2010 2009
(TL thousands, except where indicated)

Interest I 7,262,846 5,581,593 12,081,352 10,850,750 11,370,516
Interest Income on Loans 4,878,553 3,359,160 7,498,817 6,180,827 7,042,088
Interest Received from Reserve Deposits .........coccvvcvvvcicrreicnnnnes — — — — 180,758
Interest Received from Banks 104,208 104,572 194,132 347,848 240,221
Interest Received from Money Market Placements 6,394 605 5,176 7,954 101,806
Interest Received from Marketable Securities Portfolio . 2,174,913 2,041,680 4,220,638 4,178,647 3,644,342
Financial Assets Held for Trading 54,993 21,994 63911 76,977 131,466
Financial Assets at Fair Value Through Profit and Loss............... — — — — —
Financial Assets Available for-Sale 1,259,425 1,176,894 2,392,929 2,411,536 2,476,046
Held to Maturity Investments 860,495 842,792 1,763,798 1,690,134 1,036,830
Finance Lease Income 50,613 48,478 102,550 84,080 103,441
Other Interest Income 48,165 27,098 60,039 51,394 57,860

Interest Expense 4,134,244 2,993,522 6,664,356 5,440,180 5,630,372
Interest on Deposits 2,777,901 2,338,085 4,931,769 4,174,618 4,491,236
Interest on Funds Borrowed 179,863 163,305 373,450 625,306 767,418
Interest on Money Market Funds 941,639 415,596 1,109,917 623,945 362,312
Interest on Securities Issued 194,574 64,520 209,706 5,722 —
Other Interest Expense 40,267 12,016 39,514 10,589 9,406

Net Interest Income/Expense 3,128,602 2,588,071 5,416,996 5,410,570 5,740,144

Net Fees and Commissi I Expense 592,303 531,250 1,102,726 997,891 976,898
Fees and Commissions Received 988,926 844,560 1,788,674 1,509,200 1,469,370
Non-cash Loans 91,913 63,178 141,504 123,430 114,905
Other 897,013 781,382 1,647,170 1,385,770 1,354,465
Fees and Commissions Paid 396,623 313,310 685,948 511,309 492,472
Non-cash Loans 4,713 3,120 6,359 5232 3,654
Other 391,910 310,190 679,589 506,077 488,818

Dividend I 204,528 171,988 171,477 45,785 166,338

Trading Income (net) 487,624 144,183 446,913 292,912 557,041
Gains/Losses on Securities Trading 288,578 33,859 132,031 656,230 520,537
Derivative Financial Transactions Gains/LoSSeS............c.ccccceu..... (110,554) 377,159 314,865 (51,340) 393,497
Foreign Exchange Gains/Losses 309,600 (266,835) 17 (311,978) (356,993)

Other Operating 1 2,170,340 1,907,474 4,060,685 4,026,561 3,497,387

Total Operating Income / Expense 6,583,397 5,342,966 11,198,797 10,773,719 10,937,808

Provision for Loans and Other Receivables 901,552 669,307 1,494,935 (1,185911) (2,363,565)

Other Operating Expenses 3,445,622 3,151,036 6,615,795 5,671,987 5,213,259

Net Operating I 2,236,223 1,522,623 3,088,067 3,915,821 3,360,984

Profit/Loss From Associates Using the Equity Method.. 8,132 4,002 9,842 4,806 6,525

Profit/Loss On Continuing Operations Before Tax... 2,244,355 1,526,625 3,097,909 3,920,627 3,367,509

Tax Provision For Continuing Operations 455,619 324,129 708,541 688,933 615,205
Current Tax Provision 550,364 105,266 395,096 897,266 923,537
Deferred Tax Provision (94,745) 218,863 313,445 (208,333) (308,332)

Net Period Profit/Loss From Continuing Operations ........................ 1,788,736 1,202,496 2,389,368 3,231,694 2,752,304
Group’s profit/loss 1,633,028 1,129,061 2,271,539 2,939,156 2,497,629
Minority shares 155,708 73,435 117,829 292,538 254,675

Earnings Per Share" 0.014515514 0.010035897 0.020191054 0.026125309 0.022200703

)" Earnings per share are calculated by using the average number of shares of the current period. Presented in Turkish Lira, not in thousands of Turkish

Lira.
Results of Operations for the six months ended June 30, 2012 and 2011
Interest Income

The Group’s interest income increased by 30.1%, or TL 1,681 million, from TL 5,582 million in the six months
ended June 30, 2011 to TL 7,263 million in the six months ended June 30, 2012. This increase was largely driven by a 45.2%
year-on-year growth in interest income on loans, which is mainly the result of volume growth and higher yields in the loan
portfolio.

The Group’s interest income is primarily derived from interest on loans and interest on securities. For the six months

ended June 30, 2012, interest income from loans totaled TL 4,879 million (67.2% of total interest income) and interest from
securities totaled TL 2,175 million (29.9% of total interest income), compared to TL 3,359 million (60.2%) and TL 2,042
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million (36.6%), respectively, in the six months ended June 30, 2011. The increase in interest income on loans was partially
offset by an increase in the Bank’s volume of loans during the six months ended June 30, 2012 as compared to the six months
ended June 30, 2011.

With respect to interest on the securities portfolio, the average balance in the six months ended June 30, 2012
decreased to TL 41,316 million as compared to TL 43,541 million in the six months ended June 30, 2011 and the average
interest rates on securities held increased from 8.36% in the six month period ended June 30, 2011 to 9.15% in the six months
ended June 30, 2012.

Interest Expense

The Group’s interest expense increased by 38.1% from TL 2,994 million in the six months ended June 30, 2011 to
TL 4,134 million in the six months ended June 30, 2012. This increase was primarily due to a 126.6% year-on-year increase
in interest expense on repo funds borrowed, which was utilized more in the past year due to its lower cost profile compared to
deposits, and an 18.8% increase in interest expense on deposits. As of June 30, 2012, the Group had TL 19,557 million in
funding through repos and TL 99,881 million in deposits, a repo to deposit ratio of 19.6% (for December 31, 2011,
TL 20,497 million, TL 98,832 million and 20.7%, respectively).

Net Interest Income

The Group’s net interest income increased by 20.9% from TL 2,588 million in the six months ended June 30, 2011
to TL 3,129 million in the six months ended June 30, 2012. The Bank’s net interest margin in the six months ended June 30,
2012 was 4.0% as compared to 3.8% in the six months ended June 30, 2011. These increases were primarily due to higher
spreads and a decrease in reserve requirement ratios.

Net Fees and Commission Income

The Group’s net fees and commission income increased by 11.5% from TL 531 million in the six months ended
June 30, 2011 to TL 592 million in the six months ended June 30, 2012. This increase was largely driven by lending-related
fees and commissions from the credit card business.

Dividend Income

The Group’s dividend income increased by 18.9% from TL 172 million in the six months ended June 30, 2011 to
TL 205 million in the six months ended June 30, 2012. The increase was primarily due to dividend income from Camis
Yatirnm Holding A.S.

Trading Income/(Loss)(Net)

The Group’s trading income is comprised of three components: securities trading, derivative transactions and
foreign exchange income. The Group’s trading income increased by 238.2% from TL 144 million in the six months ended
June 30, 2011 to TL 488 million in the six months ended June 30, 2012. This increase was primarily driven by securities
trading and foreign exchange income.

Other Operating Income

The Group’s other operating income increased by 13.8% from TL 1,907 million in the six months ended June 30,
2011 to TL 2,170 million in the six months ended June 30, 2012. This increase was principally attributable to insurance
premium income from operations of the Group’s insurance/reinsurance companies. Contribution from operations of the
Group’s insurance/reinsurance companies to Group’s other operational income reached TL 1,498 million and TL 1,199
million in the six months ended June 30, 2012 and 2011, respectively.

During the six months ended June 30, 2012, the Group collected approximately TL 363 million, or 17.2%, of its

NPLs as of December 31, 2011, as compared to TL 448 million, or 18.2%, of its NPLs as of December 31, 2010 during the
six months ended June 30, 2011.
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Provisioning for Loans and other Receivables

The Group’s provisioning for loans and other receivables increased by 34.7% from TL 669 million in the six months
ended June 30, 2011 to TL 902 million in the six months ended June 30, 2012. This increase was principally attributable to a
40.1% increase in specific loan loss provisions and TL 50 million of free provisions set aside in the most recent period. The
NPL ratio decreased to 1.9% as of June 30, 2012 as compared to 2.7% as of June 30, 2011. Furthermore, the total value of
new NPLs increased from TL 339 million in the first six months of 2011 to TL 414 million in the first six months of 2012.

The following table shows the Group’s provisioning for loans and other receivables as of June 30, 2012 and June 30,

2011.
As of June 30,
2012 2011
(TL thousands)

Specific Provisions for Loans and Other Receivables................cccocoooirnininneieciinneeseceeeene 381,372 272,162
Group III Loans and Receivables ..................... 311,561 240,042
Group IV Loans and Receivables" ... 16,643 9,443
Group V Loans and Receivables!) ...............cooiveeovoeeoeeeeeees e ssss s oeenes 53,168 22,677

General Loan Provision EXPENSes .............ccooiiiinininiiiiieiietieenese et st 207,228 228,192

Provision Expenses for Potential RiSKS ............c.c.coviiiiiiininicc et 50,000

Marketable Securities Impairment LOSSeS.............coouiriiiiiiiinininiiiieceecesee et 4,407 3,585
Financial Assets at Fair Value through Profit and LoSS ........ccocoucieueenincciernniniicerecceeeeene 3,900 1,149
Financial Assets Available fOr SAlE............cooveieverieeeeieeeeeeeeeeee et ee e 507 2,436

Impairment Losses on Investments in Associates, Subsidiaries, Jointly Controlled Entities } 21.269

and Held to Maturity INVESTIMENt ...........c.coouiiiuiiiiiiiiieeei ettt ettt senes >
INVEStMENT TN ASSOCIALES ....vveveeeieieieieteteteieiese ittt etes e s bs et s et se s sssssesesesesesesessssssssesesesenenn - 162
SUDSIAIATIES ...ttt ettt ettt et et st ss bt ee s bes s teseebeseebess et eseesetessesessesesseseees - 21,107
Jointly Controlled ENtITIES........c.c.eviiuiueiriiiieiieieiieeecieiet sttt st cs e se e - -
Held to Maturity INVESHMENLS ........cv.iveveiiieeieieiiieeeieiee sttt es st sesesena - -

OUREE oo 258,545 144,099

Total ... 901,552 669,307

™ For a description of the Loans and Receivables categories, see “Business of the Group — Loan Classification and Provisioning Policy.”

Other Operating Expenses

The Group’s other operating expenses increased by 9.3% from TL 3,151 million in the six months ended June 30,
2011 to TL 3,446 million in the six months ended June 30, 2012. This increase was not attributable to a specific expense
item. Expenses related to operations of the Group’s insurance/reinsurance companies constituted TL 1,155 million and
TL 1,076 million of the Group’s other operating expenses in the six months ended June 30, 2012 and 2011, respectively.

Net Profit

The Group’s net profit increased by 48.8% from TL 1,202 million in the six months ended June 30, 2011 to
TL 1,789 million in the six months ended June 30, 2012. This increase in net profit was primarily due to a 20.9% increase in
net interest income and a 238.2% increase in trading gains. All other remaining revenue items also contributed to the 23.2%
growth in operating income, which more than offset the 9.3% growth in operating expenses and 34.7% growth in total
provision charges.

Results of Operations for the years ended December 31, 2011 and 2010

Interest Income

The Group’s interest income increased by 11.3% from TL 10,851 million in the year ended December 31, 2010 to
TL 12,081 million in the year ended December 31, 2011. This increase was largely driven by a 21.3% increase in interest

income from loans as the 43.4% growth in the loan portfolio more than compensated for a decline in loan yields.

The Group’s interest income is primarily derived from interest on loans and interest on securities. For 2011, interest
income from loans of TL 7,499 million constituted 62.1% of total interest income and interest from securities of TL 4,221
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million constituted 34.9% of total interest income, compared to 57.0% and 38.5%, respectively, in the year ended
December 31, 2010. With respect to interest income derived from the Bank’s loan portfolio, the decrease in Central Bank
interest rates led to similar decreases in the Bank’s average interest rates on loans to customers, which decreased from
10.39% for 2010 to 8.87% for 2011. This decrease was partially offset by an increase in the Bank’s average volume of loans
during 2011 as compared to 2010 from TL 54,933 million to TL 77,499 million (a 41.1% increase) as a result of growth
mainly in housing, general purpose and corporate loans, due in part to general improvement in the Turkish economy during
this period and also to the Bank’s strategy of targeting customers in these segments of the economy. With respect to interest
on the Bank’s securities portfolio, the average balance of this portfolio for 2011 was essentially flat at TL 42,858 million
(compared to TL 42,982 million for 2010) but the interest earned on the Bank’s portfolio of inflation-indexed securities
declined (primarily in the first half of 2011) due to the low inflation environment.

Interest Expense

The Group’s interest expense increased by 22.5% from TL 5,440 million in the year ended December 31, 2010 to
TL 6,664 million in the year ended December 31, 2011. This increase was in large part due to the 18.1% increase in interest
expense on deposits, which was largely driven by a rise in funding costs but also by the 11.7% increase in deposits. Also,
securities issued by the Bank led to a TL 204.0 million increase in the interest expense on securities issued.

Net Interest Income

The Group’s net interest income increased by 0.1% from TL 5,411 million in the year ended December 31, 2010 to
TL 5,417 million in the year ended December 31, 2011. The Bank’s net interest margin in the year ended December 31, 2011
was 3.7% as compared to 4.3% in the year ended December 31, 2010. Loan growth offset the decline in net interest margin,
which was the result of lower loan yields and higher reserve requirement ratios; and net interest income remained almost flat
at the end of the period.

As described above in “Significant Factors Affecting the Group’s Financial Condition and Results of Operations —
Interest Rates,” the Group’s liabilities have historically re-priced more quickly than its assets; however, the decline in interest
rates on the Group’s liabilities slowed during 2011 as a result of competitive pressure to gain and retain deposits, while
interest rates on the Group’s assets continued to decline due in part to slower re-pricing of longer duration loans, which led to
lower net interest margins in the year ended December 31, 2011 as compared to the year ended December 31, 2010. For
further information regarding the factors that resulted in this decrease in the Group’s net interest margins, see “—Net Interest
Income” and “—Net Interest Expense.”

Net Fees and Commission Income

The Group’s net fees and commission income increased by 10.5% from TL 998 million in the year ended
December 31, 2010 to TL 1,103 million in the year ended December 31, 2011. Other than mutual fund management fees that
were limited by changes in regulation, all fee and commission items contributed to this growth, which the credit card
business providing the largest contribution.

Dividend Income

The Group’s dividend income increased by 274.5% from TL 46 million in the year ended December 31, 2010 to
TL 171 million in the year ended December 31, 2011. This increase was primarily due to the increase in dividends from
Tiirkiye Sise ve Cam Fabrikalar1 A.S.

Trading Income/(Loss)(Net)

The Group’s trading income is comprised of three components: securities trading, derivative transactions and
foreign exchange income. The Group’s trading income increased by 52.6% from TL 293 million in the year ended

December 31, 2010 to TL 447 million in the year ended December 31, 2011. This increase was primarily driven by foreign
exchange income.
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Other Operating Income

The Group’s other operating income increased by only 0.8% from TL 4,027 million in the year ended December 31,
2010 to TL 4,061 million in the year ended December 31, 2011. Contribution from operations of the Group’s
insurance/reinsurance companies to the Group’s other operational income reached TL 2,566 million and TL 2,314 million in
2011 and 2010, respectively.

Provisioning for Loans and other Receivables

The Group’s provisioning for loans and other receivables increased by 26.1% from TL 1,186 million in the year
ended December 31, 2010 to TL 1,495 million in the year ended December 31, 2011. This increase was principally
attributable to a 130.0% increase in general loan provision expenses (due to an increase in general provision rates required by
the BRSA) despite a 19.5% decline in specific provisions for loans, which was the result of improvement in the asset quality
during 2011.

The following table shows the Group’s provisioning for loans and other receivables as of December 31, 2011 and
December 31, 2010.

As of December 31,
2011 2010
(TL thousands)
Specific Provisions for Loans and Other Receivables 638,965 793,747
Group III Loans and ReCEIVADIES™! ..o 474,730 592,672
Group IV Loans and Receivables' .............cc.coooomiivieoeoeeeeeeeeeeeeeeeeeeeeeen, 15,692 33,590
Group V Loans and RECEIVADIES™Y ..o 148,543 167,485
General Loan Provision Expenses 566,126 246,169
Provision Expenses for Potential Risks -
Marketable Securities Impairment Losses 31,650 3,513
Financial Assets at Fair Value through Profit and Loss .........ccceeeneiienincicncnn. 26,365 104
Financial Assets Available for Sale .......cccvvviiiiiiiiiiiiiiiieeee e 5,285 3,409
Impairment Losses on Investments in Associates, Subsidiaries, Jointly
Controlled Entities and Held to Maturity Investments 21,177 -
INVEStMENt iN ASSOCIALES .....cviieeeieeeieeetieeeee ettt e ettt e e eeaeeeeaeeas - -
SUDSIAIATIES ...ttt e e et e e et e e e e e eateeeeeaeeeeeaeeeens 21,177 -
Jointly Controlled ENtItIEs ........ccouereeiiiieiieiieieeiesceie e - -
Held to Maturity INVESTMENTS .....cceevieieieeieeieeie ettt e e se e seees - -
Other 237,017 142,482
Total 1,494,935 1,185,911

" For a description of the Loans and Receivables categories, see “Business of the Group — Loan Classification and Provisioning Policy.”
Other Operating Expenses

The Group’s other operating expenses increased by 16.6% from TL 5,672 million in the year ended December 31,
2010 to TL 6,616 million in the year ended December 31, 2011. This increase was in large part due to the increase in
technical provisions and claims paid as part of the operations of the Group’s insurance/reinsurance companies. Expenses
related to operations of the Group’s insurance/reinsurance companies constituted TL 2,305 million and TL 1,978 million of
the Group’s other operating expenses in 2011 and 2010, respectively.

Net Profit
The Group’s net profit decreased by 26.1% from TL 3,232 million in the year ended December 31, 2010 to
TL 2,389 million in the year ended December 31, 2011. This decrease was in large part due to the 0.8% growth in operating

income being offset by the 16.6% increase in operating expenses and 26.1% increase in total provision charges. The limited
growth in the operating income was principally due to net interest income remaining flat in the period.
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Results of Operations for the years ended December 31, 2010 and 2009
Interest Income

The Group’s interest income decreased by 4.6% from TL 11,371 million in the year ended December 31, 2009 to
TL 10,851 million in the year ended December 31, 2010. This decrease was largely driven by the general decline in the
interest rate environment in Turkey, which began in the last quarter of 2008. In particular, in response to the global economic
crisis, the Central Bank decreased interest rates from 15.00% to 6.50% during 2009, and the full year’s impact of this
decrease was reflected in the 2010 interest income results. In addition to this, since the last quarter of 2010, interest income
was negatively impacted by the increased reserve requirements that were imposed by the Central Bank, as a result of which
the Bank was required to increase the amount of its reserves held in interest-free accounts with the Central Bank and
consequently led to a reduction of the proportion of its assets available to engage in customer credit activity.

The Group’s interest income is primarily derived from interest on loans and interest on securities. For 2010, interest
income from loans of TL 6,181 million constituted 57.0% of total interest income and interest from securities of TL 4,179
million constituted 38.5% of total interest income, compared to 61.9% and 32.0%, respectively, in the year ended
December 31, 2009. With respect to interest income derived from the Group’s loan portfolio, the decrease in Central Bank
interest rates noted above led to similar decreases in the Bank’s average interest rates on loans to customers, which decreased
from 14.25% for 2009 to 10.39% for 2010. This decrease was partially offset by an increase in the Bank’s average volume of
loans during 2010 as compared to 2009 from TL 46,546 million to TL 54,933 million (an 18.0% increase) as a result of
growth mainly in housing, general purpose and corporate loans, due in part to general improvement in the Turkish economy
during this period and also to the Bank’s strategy of targeting customers in these segments of the economy. With respect to
interest on the Bank’s securities portfolio, the average balance for 2010 increased to TL 42,982 million (compared to
TL 30,336 million for 2009). This increase was partially offset by lower average interest rates on securities held.

Interest Expense

The Group’s interest expense decreased by 3.4% from TL 5,630 million in the year ended December 31, 2009 to
TL 5,440 million in the year ended December 31, 2010. This decrease was in large part due to the decline in the interest rates
paid on both Turkish Lira- and foreign currency-denominated deposits. This decline was partially offset by a 24.7% increase
in the average volume of deposits. This decline was further offset by competitive pressures from both private sector and
public sector banks to raise interest rates on deposits in order to attract and retain customers, as the Turkish economy began
to recover towards the end of the period under review. However, this competition-driven pressure decreased somewhat
during the last six months of 2010 primarily due to the increased reserve requirements established by the Central Bank in the
last quarter of 2010 and tightening interest rate margins, resulting in a decrease in the average interest rate on deposits from
7.44% in the year ended December 31, 2009 to 5.57% in the year ended December 31, 2010.

Net Interest Income

The Group’s net interest income decreased by 5.7% from TL 5,740 million in the year ended December 31, 2009 to
TL 5,411 million in the year ended December 31, 2010. The Bank’s net interest margin in the year ended December 31, 2010
was 4.3% as compared to 5.6% in the year ended December 31, 2009. These decreases were primarily due to a 4.6% decrease
in interest income, which was slightly offset by a 3.4% decrease in interest expense, each as described above.

As described above in “Significant Factors Affecting the Group’s Financial Condition and Results of Operations —
Interest Rates,” the Group’s liabilities have historically re-priced more quickly than its assets. However, the decline in
interest rates on the Group’s liabilities slowed during 2010 as a result of competitive pressure to gain and retain deposits,
while interest rates on the Group’s assets continued to decline due in part to slower re-pricing of longer duration loans, which
led to lower net interest margins in the year ended December 31, 2010 as compared to the year ended December 31, 2009.

Net Fees and Commission Income
The Group’s net fees and commission income increased by 2.1% from TL 977 million in the year ended

December 31, 2009 to TL 998 million in the year ended December 31, 2010. This increase resulted from increased fees
generated from non-cash loans, mutual funds and brokerage services. This growth was largely offset by declines in fees and
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commissions related to the Bank’s credit card business, which was primarily due to declining interest rates and was partially
offset by an increase in the volume of credit card transactions. Since merchant fees are generally linked to prevailing market
interest rates, the decline in prevailing market interest rates negatively impacted these fees and commissions in 2010.

Dividend Income

The Group’s dividend income decreased by 72.5% from TL 166 million in the year ended December 31, 2009 to
TL 46 million in the year ended December 31, 2010. This decrease was primarily due to the lack of dividend income from
participations such as Nemtas Nemrut Liman Isl. A.S., and Tiirkiye Sise ve Cam Fabrikalar1 A.S. (““ Sisecam Group™), which
contributed to dividend income through the issuances of bonus shares in the first half of 2009.

Trading Income/(Loss)(Net)

The Group’s trading income is comprised of three components: securities trading, derivative transactions and
foreign exchange income. The Group’s trading income decreased by 47.4% from TL 557 million in the year ended
December 31, 2009 to TL 293 million in the year ended December 31, 2010. This decrease was driven by losses in the
Group’s derivative transactions, which the Group enters into for hedging purposes. Income from derivatives transactions
decreased from a gain of TL 393 million in the year ended December 31, 2009 to a loss of TL 51 million in the year ended
December 31, 2010. The Group enters into hedging instruments mainly to hedge the interest rate risk of fixed interest loans,
such as housing loans, in low interest rate environments, taking into account the average duration of those loans. The general
decrease in interest rates during 2010 caused these interest rate-based hedging derivatives to generate revaluation losses due
to the mark-to-market revaluation methodology where this interest rate decrease generates net interest gain between funding
costs and interest income. This decrease was partially offset by an increase in securities trading income from TL 521 million
in 2009 to TL 656 million in 2010 due to profit-taking activities in a lower yield environment.

Other Operating Income

The Group’s other operating income increased by 15.1% from TL 3,497 million in the year ended December 31,
2009 to TL 4,027 million in the year ended December 31, 2010. This increase was in large part due to the significant increase
in revenues stemming from provision reversals, including loan loss provisions, which accounted for approximately 77% of
the Bank’s provision reversals during the year ended December 31, 2010. During the year ended December 31, 2010, the
Group collected approximately TL 1,083 million, or 38.4%, of its NPLs at December 31, 2009, as compared to TL 991
million, or 44.1%, of its NPLs at December 31, 2008 during the year ended December 31, 2009. Such provision reversals
reflected an improvement in economic conditions in Turkey in 2010 compared to 2009, resulting in strong collections activity
of loans that were classified as non-performing during 2009. Contribution from operations of the Group’s
insurance/reinsurance companies to the Group’s other operational income reached TL 2,314 million and TL 2,285 million in
2010 and 2009, respectively.

Provisioning for Loans and other Receivables

The Group’s provisioning for loans and other receivables decreased by 49.8% from TL 2,364 million in the year
ended December 31, 2009 to TL 1,186 million in the year ended December 31, 2010. This decrease was principally
attributable to reductions in the amount of loans the Group classified as NPLs during the year ended December 31, 2010 as
compared to 2009. This reduction in NPLs was driven by reductions in delinquencies in all loan types, including loans to
SMEs, corporate and retail borrowers, as a result of improved economic conditions in Turkey. The NPL ratio decreased to
3.4% as of December 31, 2010, as compared to 5.1% as of December 31, 2009. Furthermore, the total value of new NPLs
decreased significantly from TL 1,993 million in 2009 to TL 1,006 million during 2010.

The following table shows the Group’s provisioning for loans and other receivables as of December 31, 2010 and
December 31, 2009.
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As of December 31,

2010 2009
(TL thousands)
Specific Provisions for Loans and Other Receivables 793,747 1,493,497
Group III Loans and RECEIVADIES ™! ... 592,672 1,317,170
Group IV Loans and RECEIVADIES™! ..o 33,590 35,734
Group V Loans and RECEIVADIES ! ...t 167,485 140,593
General Loan Provision Expenses 246,169 71,127
Provision Expenses for Potential Risks - 292,000
Marketable Securities Impairment Losses 3,513 5,139
Financial Assets at Fair Value through Profit and LoSS.........ccceecvevierienieieiieieeiese e 104 130
Financial Assets Available fOr SAle ..........ooiiiiiiiiiiiiiiiiie e 3,409 5,009
Impairment Losses on Investments in Associates, Subsidiaries, Jointly Controlled
Entities and Held to Maturity Investments - 64,796
INVEStMENT 11 ASSOCIALES. .....veieetieeeieeetie ettt e etee et e ettt e et eaa e et e etaeeeaeeeteeeeteeeneeeaeeaseeens - -
SUDSIAIATIES ..ottt e et e et eeeaae e e e eaaeeeeetaeeeeaaeeesaseeesenteseenraeeanes - 64,796
Jointly Controlled ENTIEIES ....ccvevvviriiiiiiieiieiesiceieste ettt sra e e sre s seaenne - -
Held to Maturity INVESTMENLTS .......cc.ceiririiriniiieiiitieieee st - -
Other 142,482 437,006
TOtal ........................................................................................................................................... 1’185’911 2’363’565

" For a description of the Loans and Receivables categories, see “Business of the Group — Loan Classification and Provisioning Policy.”

Other Operating Expenses

The Group’s other operating expenses increased by 8.8% from TL 5,213 million in the year ended December 31,
2009 to TL 5,672 million in the year ended December 31, 2010. This increase was in large part due to an 18.0% rise in staff
costs and a 16.3% rise in administrative expenses. The increase in personnel costs was largely driven by the increase in the
number of employees to 23,944 employees as of December 31, 2010, continued branch expansion and increases in annual
salaries and other compensation. As of December 31, 2010, the Bank had 1,142 branches, compared to 1,093 as of
December 31, 2009. A new collective bargaining agreement came into effect in April 2010, which increased salaries at rates
the Bank’s management believes to be in line with rates for other banks in Turkey. The increase in other administrative
expenses was mainly driven by a 31.6% growth in advertisement costs, driven principally by increased competition due to the
improving economic conditions, during the periods under review. Expenses related to operations of the Group’s
insurance/reinsurance companies constituted TL 1,978 million and TL 2,087 million of the Group’s other operating expenses
in 2010 and 2009, respectively.

Net Profit

The Group’s net profit increased by 17.4% from TL 2,752 million in the year ended December 31, 2009 to TL 3,232
million in the year ended December 31, 2010. This increase was in large part due to a 15.1% increase in other operating
income, a 49.8% drop in provision charges as a result of better asset quality with respect to loans and, to the lesser extent, a
2.1% increase in net fee and commission income. This increase was partially offset by a decrease in net interest income by
5.7% and a decrease in the Bank’s net interest margins by 130 basis points during 2010.

Segmental Analysis

The Group presents its group structure under three principal business lines: Banking Services, Financial
Participations and Non-Financial Participations. These business lines are further divided into various sub-business lines based
upon business activities as described under “Business of the Group — Business Activities.” Under its Banking Services
business lines, there are five sub-business lines: corporate, commercial, retail, private banking and capital markets activities.
For accounting purposes, however, the Group reports its business in its BRSA Financial Statements under six segments:
Corporate, Commercial, Retail, Private, Treasury/Investment and Unallocated. The first five of these segments largely
correspond to the five sub-business lines noted above. The Bank’s results make up the large majority of the results for these
five segments, with the remainder being contributed by separate legal entities within the Financial Participations business
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lines. For a list of the activities undertaken in its Financial Participations sector, see “Business of the Group — Subsidiaries
and Affiliates — Financial Participations.” The Bank does not consolidate the results of its non-financial activities in its
consolidated BRSA Financial Statements on a line-by-line basis and so these results do not appear in the segmental data
included therein.

Non-financial participations are reported under the “Investments in associates” and “Investments in subsidiaries”
items in the consolidated BRSA Financial Statements. Non-financial associates and subsidiaries whose equity securities are
traded in an active stock exchange are reflected on financial statements with their fair value prices taking into consideration
their quoted market prices at the stock exchange. Associates and subsidiaries whose equity securities are not traded in an
active stock exchange are recorded at their cost on the acquisition date and these assets are reflected on the financial
statements with their acquisition cost less impairment losses, if any. For a list of the Bank’s non-financial participations, see
“Business of the Group— Subsidiaries and Affiliates — Non-Financial Participations.”

The Bank’s management believes that presenting the activities carried out by the Bank’s participations separately
provides a better understanding of the Group’s structure, which consists of financial as well as non-financial participations.

The following table sets forth certain information regarding the Group’s business segments as of and for the six
months ended June 30, 2012:
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As of (or for the six months ended) June 30,2012

Treasury/
Corporate Commercial Retail Private Investment  Unallocated Total
(TL thousands)
OPERATING INCOME/EXPENSE
Interest ncome 1,126,943 2,151,241 1,539,185 20,391 2,285,515 139,571 7,262,846
Interest Income from Loans. 1,104,168 2,101,225 1,539,173 20,391 — 113,596 4,878,553
Interest Income from Banks ... — — — — 104,208 — 104,208
Interest Income from Money Market
Transactions — — — — 6,394 — 6,394
Interest Income from Securities .. — — — — 2,174913 — 2,174,913
Finance Lease Income 22,775 27,838 — — — — 50,613
Other Interest Income ... — 22,178 12 — — 25,975 48,165
Interest Expense..... 650,311 528,521 1,001,441 652,626 1,238,759 62,586 4,134,244
Interest Expense on Deposits... 572,472 528,521 1,001,441 652,626 22,841 2,777,901
Interest Expense on Funds Borrowed ... 77,839 — — — 102,024 — 179,863
Interest Expense on Money Market
Transactions — — — — 941,639 — 941,639
Other Interest Expense.. — — — — 194,574 — 194,574
Interest Expense on Securities Issued... — — — — 522 39,745 40,267
Net Interest Income 476,632 1,622,720 537,744 (632,235) 1,046,756 76,985 3,128,602
Net Fees and Commissions Income.... (23,360) 82,529 294,167 7,842 28,099 203,026 592,303
Fees and Commissions Received 88,666 243,309 294,179 7,842 52,851 302,079 988,926
Fees and Commissions Paid 112,026 160,780 12 — 24,752 99,053 396,623
Dividend Income — — — — 204,528 — 204,528
Trading Income/Loss (Net) ... — — — — 487,624 — 487,624
Other INCOME.........c.oooovrviieieeeeeeeas 479,172 618,709 761,035 259 85,483 233,814 2,178,472
Prov. for Loans and Other Receivables ... 9,468 247,613 164,244 — 507 479,720 901,552
Other Operating Expense 453,549 811,584 1,413,433 38,461 97,752 630,843 3,445,622
Income Before Tax...........ccovieuriieinieniiciniieiecieinne 469,427 1,264,761 15,269 (662,595) 1,754,231 (596,738) 2,244,355
Tax Provision 455,619
Net Period Profit 1,788,736
Group Profit/Loss 1,633,028
Minority Shares’ Profit/Loss 155,708
SEGMENT ASSETS
Fin. Assets At Fair Value Through P/L. — — — — 1,903,870 — 1,903,870
Banks and Other Financial Institutions . — — — — 4,447222 — 4,447.222
Money Market Placements — — — — 170,522 — 170,522
Financial Assets Available for Sale...........ccccccoevvvrvennns — — — — 33,485,969 — 33,485,969
Loans and Receivables 40,506,643 38,393,354 24,414,835 381,424 — 2,315,958 106,012,214
Held to Maturity Investments ............ccoceeeveeneeencncriennne — — — — 11,874,494 — 11,874,494
Associates and Subsidiaries — — — — 4,127,100 — 4,127,100
Lease Receivables 658,252 670,642 — — 5,783 — 1,334,677
OHNET ..o ssss s 332,739 667,011 270 — 1,050,085 23810977 25,861,082
Total 41,497,634 39,731,007 24,415,105 381,424 57,065,045 26,126,935 189,217,150

SEGMENT LIABILITIES AND EQUITY
DIEPOSIES v eeeeseersseeesseseesssseeseeseessesesseseeeeess e 20.213,069 20,002,929 39324563 17,578,947 — 27761371 99,880,879

Derivative Financial Liabilities Held for Trading ......... — 653,534 653,534
Funds Borrowed 812,539 — — — 18,081,886 — 18,894,425
Money Market Funds .... — — — — 21,522,306 — 21,522,306
Securities Issued ............ — — — — 5,393,622 — 5,393,622
Other Liabilities 28,244 — — — 101,163 11,547,168 11,676,575
Provisions — — — — — 9,356,470 9,356,470
Shareholders” EQUItY ..........ooo..orvverreveeemeeeeesreeseeeenne — — — — — 21839339 21,839,339
Total 21,053,852 20,002,929 39,324,563 17,578,947 45,752,511 45,504,348 189,217,150

The following table sets forth certain information regarding the Group’s segments as of and for the year ended
December 31, 2011:
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OPERATING INCOME/EXPENSE
Interest ncome
Interest Income from Loans.
Interest Income from Banks ....
Interest Income from Money Market
Transactions
Interest Income from Securities ..
Finance Lease Income
Other Interest Income ...
Interest Expense.....
Interest Expense on Deposits...
Interest Expense on Funds Borrowed ...
Interest Expense on Money Market
Transactions
Interest Expense on Securities Issued ...
Other Interest EXpense..........cooveveveeenncne
Net Interest Income ............c.cccevvenenenn
Net Fees and Commissions Income.
Fees and Commissions Received
Fees and Commissions Paid
Dividend Income....
Trading Income/Loss (Net) ...
Other Income............ccccovvvivinniniiiireee,
Prov. for Loans and Other Receivables ...
Other Operating Expense......
Income Before Tax
Tax Provision
Net Period Profit

Group Profit/Loss...
Minority Shares’ Profit/Loss

SEGMENT ASSETS

Fin. Assets At Fair Value Through P/L.
Banks and Other Financial Institutions .
Money Market Placements
Financial Assets Available for Sale....
Loans and Receivables
Held to Maturity Investments ............ccooceveereeencerieenne
Associates and Subsidiaries .
Lease Receivables...
Other...

Total...

SEGMENT LIABILITIES AND EQUITY

DIEPOSILS ...t
Derivative Financial Liabilities Held for Trading .........
Funds Borrowed
Money Market Funds
Securities Issued.............
Other Liabilities
Provisions
Shareholders’ EQUILY ......coveeveeeeerrenieeeririreeiecreceeeeees

Total

As of (or for the year ended) December 31, 2011

Treasury/
Corporate Commercial Retail Private Investment Unallocated Total
(TL thousands)

1,869,951 3,352,299 2,180,070 59,886 4,419,946 199,200 12,081,352
1,831,293 3,256,346 2,180,070 59,886 — 171,222 7,498,817
— — — — 194,132 — 194,132
o o o - 5,176 o 5,176
— — — — 4,220,638 — 4,220,638
38,658 63,892 — — — — 102,550
— 32,061 — — — 27,978 60,039
1,180,777 676,576 1,285,359 1,838,853 1,549,009 133,782 6,064,356
1,036,710 676,576 1,285,359 1,838,853 94,271 4,931,769
144,067 — — — 229,383 — 373,450
- o - - 1,109,917 - 1,109,917
— — — — 209,706 — 209,706
— — — — 3 39,511 39,514
689,174 2,675,723 894,711 (1,778,967) 2,870,937 65,418 5,416,996
(40,718) 386,146 526,556 42,407 68,093 120,242 1,102,726
157,078 387,749 526,556 42,407 124,273 550,611 1,788,674
197,796 1,603 — — 56,180 430,369 685,948
— — — — 171,477 — 171,477
— — — — 446,913 — 446,913
881,702 1,078,717 1,521,386 212 126,400 462,110 4,070,527
52,172 455,254 201,205 122 21,730 764,452 1,494,935
1,158,205 1,481,810 2,621,065 138,511 300,158 916,046 6,015,795
319,781 2,203,522 120,383  (1,874,981) 3,361,932 (1,032,728) 3,097,909
708,541
2,389,368
2,271,539
117,829
— — — — 2,418,121 — 2,418,121
— — — — 4,747,906 — 4,747,906
— — — — 171,613 — 171,613
— — — — 33,557,066 — 33,557,066
39,041,767 35,680,743 21,186,496 646,719 — 2,472,397 99,028,122
— — — — 13,707,432 — 13,707,432
— — — — 3,979,038 — 3,979,038
589,828 784,284 — — 2,278 — 1,376,390
347,506 404,653 — — 1,037,294 23,160,689 24,950,142
39,979,101 36,869,680 21,186,496 646,719 59,620,748 25,633,086 183,935,830
20,752,480 16,978,330 32,627,973 26,724,791 — 1,748,422 98,831,996
— — — — 916,086 — 916,086
851,784 — — — 18,022,491 — 18,874,275
— — — — 22,472,982 — 22,472,982
— — — — 3,765,876 — 3,765,876
37,784 — — — 69,080 9,943,314 10,050,178
— — — — 8,713,868 8,713,868
— — — — — 20,310,569 20,310,569
21,642,048 16,978,330 32,627,973 26,724,791 45,246,515 40,716,173 183,935,830

The following table sets forth certain information regarding the Group’s business segments as of and for the year

ended December 31, 2010:

70



As of (or for the year ended) December 31, 2010

Treasury/
Corporate Commercial Retail Private Investment  Unallocated Total
(TL thousands)
OPERATING INCOME/EXPENSE
Interest ncome 1,339,854 2,197,425 2,286,625 49,947 4,534,449 442,450 10,850,750
Interest Income from Loans. 1,310,210 2,124,306 2,286,625 49,947 — 409,739 6,180,827
Interest Income from Banks ... — — — — 347,848 — 347,848
Interest Income from Money Market
Transactions — — — — 7,954 — 7,954
Interest Income from Securities .. — — — — 4,178,647 — 4,178,647
Finance Lease Income 29,634 54,446 — — — — 84,080
Other Interest Income ... 10 18,673 — — — 32,711 51,394
Interest Expense.... 982,859 257,475 1,441,812 1,578,893 1,168,552 10,589 5,440,180
Interest Expense on Deposits... 898,026 255,887 1,441,812 1,578,893 — — 4,174,618
Interest Expense on Funds Borrowed ... 84,833 1,588 — — 538,885 — 625,306
Interest Expense on Money Market
Transactions — — — — 623,945 — 623,945
Other Interest Expense.. — — — — — 10,589 10,589
Interest Expense on Securities Issued... — — — — 5,722 — 5,722
Net Interest Income.................cocooeuneen. 356,995 1,939,950 844,813 (1,528,946) 3,365,897 431,861 5,410,570
Net Fees and Commissions Income. (44,454) 378,432 536,516 52,791 68,269 6,337 997,891
Fees and Commissions Received 132,170 380,332 536,516 52,791 86,900 320,491 1,509,200
Fees and Commissions Paid 176,624 1,900 — — 18,631 314,154 511,309
Dividend Income ... — — — — 45,785 — 45,785
Trading Income/Loss (Net) ... — — — — 292,912 — 292,912
Other Income............ooovevivevriieiereeeeeans 798,184 985,868 952,140 500,354 207,772 587,049 4,031,367
Prov. for Loans and Other Receivables ... 12,604 351,953 465,050 564 100 355,640 1,185,911
Other Operating Expense...... 863,399 1,088,618 2,095,385 483,126 159,274 982,185 5,671,987
Income Before Tax 234,722 1,863,679 (226,966) (1,459,491) 3,821,261 (312,578) 3,920,627
Tax Provision 688,933
Net Period Profit 3,231,694
Group Profit/Loss 2,939,156
Minority Shares’ Profit/Loss 292,538
SEGMENT ASSETS
Fin. Assets At Fair Value Through P/L. — — — — 1,837,110 — 1,837,110
Banks and Other Financial Institutions . — — — — 6,375,798 — 6,375,798
Money Market Placements — — — — 10,194 — 10,194
Financial Assets Available for Sale.... — — — — 36,181,207 — 36,181,207
Loans and Receivables 26,355,764 21,427,397 18,818,025 610,448 — 1,866,170 69,077,304
Held to Maturity Investments ............ccooceeereeernercrieenne — — — — 14,070,629 — 14,070,629
Associates and Subsidiaries . — — — — 3,541,421 — 3,541,421
Lease Receivables... 413,084 549,213 — — 968 — 963,265
Other... 293,434 — — — 1,573,475 16,386,399 18,753,308
Total 27,062,282 21,976,610 18,818,025 610,448 63,590,802 18,752,569 150,810,736
SEGMENT LIABILITIES AND EQUITY
DEPOSIES .ottt 19,600,577 10,116,335 32,121,512 25,718,143 — 920,052 88,476,619
Derivative Financial Liabilities Held for Trading ......... — — — — 731,310 — 731,310
Funds Borrowed 563,332 139,301 — — 13,658,179 — 14,360,812
Money Market Funds .... — — — — 12,969,586 — 12,969,586
Securities Issued — — — — 195,954 — 195,954
Other Liabilities 39,870 — — — 52,797 7,436,627 7,529,294
Provisions — — — — — 7,560,506 7,560,506
Shareholders” EQUItY ..........ooo..oreveeereveeemeeeseeeseeeeenne — — — — — 18,986,655 18,986,655
Total 20,203,779 10,255,636 32,121,512 25,718,143 27,607,826 34,903,840 150,810,736

The following table sets forth certain information regarding the Group’s segments as of and for the year ended
December 31, 2009:
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As of (or for the year ended) December 31, 2009

Treasury/
Corporate Commercial Retail Private Investment  Unallocated Total
(TL thousands)
OPERATING INCOME/EXPENSE
INtErest INCOME ..o 1,312,957 2,644,599 2,988,468 64,963 4,167,127 192,402 11,370,516
Interest Income from Loans 1,284,094 2,569,390 2,988,436 64,963 — 135,205 7,042,088
Interest Income from Banks ... — — — — 240,221 — 240,221
Interest Income from Money Market
TranSactionS.........c.ccoeveveevveveereierierereeeeeeseeeeseseeseeeenns — — — — 101,806 — 101,806
Interest Income from Securities ..........ccoceeveveveeenene. — — — — 3,644,342 — 3,644,342
Finance Lease Income 28,774 74,667 — — — — 103,441
Other Interest Income ... 89 542 32 — 180,758 57,197 238,618
Interest Expense..... 1,073,391 213,684 1,616,086 1,769,678 948,531 9,002 5,630,372
Interest Expense on Deposits... 891,788 213,684 1,616,086 1,769,678 — — 4,491,236
Interest Expense on Funds Borrowed ..................... 181,199 — — — 586,219 — 767,418
Interest Expense on Money Market
TranSactions.........c.cceevevereiereeeiereriereseeereseeseseseseeenas — — — — 362,312 — 362,312
Other Interest Expense..........ccccocceuvicenne 404 — — — — 9,002 9,406
Net Interest Income 239,566 2,430,915 1,372,382 (1,704,715) 3,218,596 183,400 5,740,144
Net Fees and Commissions Income.... 109,123 374,621 518,577 68,812 50,835 (145,070) 976,898
Fees and Commissions Received... 109,561 375,078 518,577 68,812 63,096 334,246 1,469,370
Fees and Commissions Paid 438 457 — — 12,261 479,316 492,472
Dividend INCome ............ccoocoiviveiniienerceeceeeens — — — — 166,338 — 166,338
Trading Income/Loss (Net) ... — — — — 557,041 — 557,041
Other Income 794,754 500,405 1,010,580 — 101,291 1,096,882 3,503,912
Prov. for Loans and Other Receivables ... — — — — 64,849 2,298,716 2,363,565
Other Operating Expense 1,033,062 930,202 2,115,253 50,074 129,184 955,484 5,213,259
Income Before Tax.... 110,381 2,375,739 786,286 (1,685,977) 3,900,068 (2,118,988) 3,367,509
Tax Provision 615,205
Net Period Profit 2,752,304
Group Profit/Loss 2,497,629
Minority Shares’ Profit/Loss... 254,675
SEGMENT ASSETS
Fin. Assets At Fair Value Through P/L — — — — 1,318,144 — 1,318,144
Banks and Other Financial Institutions — — — — 10,451,745 — 10,451,745
Money Market Placements — — — — — — —
Financial Assets Available for Sale.... — — — — 30,559,433 — 30,559,433
Loans and Receivables .. 20,989,634 15,457,782 15,817,600 495,424 — — 52,760,440
Held to Maturity Investments .. — — — — 13,347,307 — 13,347,307
Associates and Subsidiaries — — — — 2,996,044 — 2,996,044
Lease Receivables... 354,939 575,132 — — 945 — 931,016
Other — — — — 1,438,468 15,113,879 16,552,347
Total 21,344,573 16,032,914 15,817,600 495,424 60,112,086 15,113,879 128,916,476
SEGMENT LIABILITIES AND EQUITY
DIEPOSIES ...ttt 15,270,840 6,849,942 26,961,182 22,973,008 — — 72,054,972
Derivative Financial Liabilities Held for Trading ......... — — — — 498,835 — 498,835
Funds Borrowed et 5,130,428 — — — 9,743,859 — 14,874,287
Money Market FUNds .........cooveeeennincieeneeciene — — — — 13,472,637 — 13,472,637
Other Liabilities ......cvevevevieieerierieiieieeeeeeseieeee e — — — — 497,634 5,099,877 5,597,511
ProviSIONS ...ccveveviieiceiieeeeeeeve e — — — — — 7,112,309 7,112,309
Shareholders” EQUILY ......c.oeveeurueieeiinieeeniereereeeeseiecies — — — — — 15,305,925 15,305,925
Total 20,401,268 6,849,942 26,961,182 22,973,008 24,212,965 27,518,111 128,916,476

Financial Condition

The tables below set forth the Group’s balance sheet data as of June 30, 2012 and as of December 31, 2011, 2010
and 2009.
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ASSETS
Cash And Balances with the Central Bank
Financial Assets At Fair Value Through Profit And Loss (Net).
Financial Assets Held for Trading ..........ccccecevveuceneee
Government Debt Securities e
Share Certificates
Derivative Financial Assets Held for Trading
Other Marketable Securities

Money Market Placements....................
Interbank Money Market Placements ...
Istanbul Stock Exchange Money Market Placements...
Receivables from Reverse Repurchase Agreements............cocvevceeveeneeeeeenceenneeees

Financial Assets Available For Sale (Net) .................
Share CertifiCates .........covveuriricueirieiiereiieeeitreee ettt

Government Debt Securitie
Other Marketable Securities

Non-Performing Loans .
Specific Provisions (-)......
Factoring Receivables .....................
Held To Maturity Investments (Net)
Government Debt Securities s
Other Marketable Securities...........coccovrereerencnee
Investments In Associates (Net) .....................
Associates Accounted for Using the Equity Method
Unconsolidated ASSOCIALES ........cccvierieeriiiieerteiiiet sttt
Financial INVESTMENTS .....cc.c.eveeieeuriieeieiieieisceiestceee et
Non-Financial INVESIMENLES .........c.ccerueiririeirieieieieirieieieieieietee ettt
Investments In Subsidiaries (Net)
Unconsolidated Financial Subsidiaries.
Unconsolidated Non-Financial Subsidiaries

Lease Receivables ..................

Finance Lease Receivables
Operating Lease Receivables ..
Unearned Income (-)
Tangible Assets (Net)
Intangible Assets (Net)....
Goodwill

Investment Property (INet)...........cccccoouvivcuiniiciniicneersceeercceeeeeeeenns
Tax Assets

Current Tax ASSEt ......ccoevevveririerrereeieiienes

Deferred Tax Asset .......cccccevuervrreennne
Assets Held For Sale
Other Assets...............
Total ASSEtS.......c.ooooviiiiieiiicecerecr e
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As of June 30, As of December 31,
2012 2011 2010 2009
(TL thousands)

13,539,572 13,886,577 8,595,906 8,789,728
1,903,870 2,418,121 1,837,110 1,318,144
1,903,870 2,418,121 1,837,110 1,318,144

809,032 976,193 1,052,141 976,260
138,577 153,621 245,928 89,683
719,208 961,689 274,615 146,608
237,053 326,618 264,426 105,593
4,447,222 4,747,906 6,375,798 10,451,745
170,522 171,613 10,194 —
- 43,141 — .
170,012 120,520 1,247 —
510 7,952 8,947 —
33,485,969 33,557,066 36,181,207 30,559,433
123,407 70,887 72,207 43,758

31,009,485 30,445,391 32,283,794 28,014,466

2,353,077 3,040,788 3,825,206 2,501,209
106,012,214 99,028,122 69,077,804 52,760,440
106,012,214 99,028,122 69,077,804 52,760,440

572,886 702,189 460,281 706,615
105,439,328 98,325,933 68,617,523 52,053,825
2,048,626 2,109,419 2,463,597 2,817,823
2,048,626 2,109,419 2,463,597 2,817,823
667,281 404,653 331,320 —
11,874,494 13,707,432 14,070,629 13,347,307
11,859,396 13,686,705 14,052,833 12,009,230
15,098 20,727 17,796 1,338,077
789,492 776,951 794,592 735,900
82,537 74,405 64,563 59,757
706,955 702,546 730,029 676,143
— — 3,150 3,150
706,955 702,546 726,879 672,993
3,337,608 3,202,087 2,746,829 2,260,144
— — — 303,054

3,337,608 3,202,087 2,746,829 1,957,090

1,334,677 1,376,390 963,265 931,016

1,542,061 1,599,365 1,126,600 1,095,030

5,783 2,278 968 945
213,167 225253 164,303 164,959
2,105,842 2,166,852 1,999,633 2,040,273
139,486 120,352 56,114 45,247
35,974 29,590 7,170 7,170
103,512 90,762 48,944 38,077
1,050,085 1,037,294 1,242,157 810,782
682,468 655,919 836,057 637,952
24,647 20,135 15,321 21,820
657,321 635,784 820,736 616,132
64,258 60,256 54,233 28,801

7,612,090 6,618,239 5,637,888 4,199,564
189,217,150 183,935,830 150,810,736 128,916,476




As of June 30, As of December 31,

2012 2011 2010 2009
(TL thousands)
LIABILITY & EQUITY

DEPOSILS ...t 99,880,879 98,831,996 88,476,619 72,054,972
Deposits from the Bank’s Risk Group 2,072,192 2,133,162 2,287,626 1,485,417
97,308,687 96,698,834 86,188,993 70,569,555
Derivative Financial Liabilities Held for Trading 653,534 916,086 731,310 498,835
Funds Borrowed 18,803,935 18,779,275 14,282,865 14,798,944
Money Market Funds 21,522,306 22,472,982 12,969,586 13,472,637
Istanbul Stock Exchange Money Market Funds 1,964,846 1,975,830 1,539,620 1,128,031
Funds Provided Under Repurchase Agreements 19,557,460 20,497,152 11,429,966 12,344,606
Marketable Securities Issued (Net) 5,393,622 3,765,876 195,954 —
BULLS oottt saes e 3,337,645 1,888,329 195,954 —
BOMMAS v eeee e eeeee e ee s seesse e ee e se e e s s e eeese s eeeeese e eeeerene 2,055,977 1,877,547 — —
8,282 7,894 — —
Sundry Creditors 8,664,957 7,161,721 5,946,252 4,577,236
Other Liabilities ... 2,448,745 2,442,482 1,181,867 679,030
Provisions.............. 9,356,470 8,713,868 7,560,506 7,112,309
General Loan Loss Provision .. 1,517,630 1,315,935 745,322 538,702
Reserves for Employee Benefits . 315,598 287,456 244,661 183,806
Insurance Technical Reserves (Net) .......... 4,556,655 4,334,641 3,792,063 3,485,676
OhEr PrOVISIONS ....c.veviaiieiaceeerin ettt ettt 2,966,587 2,775,836 2,778,460 2,904,125
Tax Liability ..... 554,591 438,081 401,175 341,245
Current Tax Liability 551,195 433,991 396,363 341,245
Deferred Tax Liability 3,396 4,090 4812 —
Subordinated Loans 90,490 95,000 77,947 75,343
Shareholders’ Equit; 21,839,339 20,310,569 18,986,655 15,305,925
Paid-in Capital 4,500,000 4,500,000 4,500,000 3,079,639
Capital Reserves.... 3,299,019 2,808,602 2,890,175 2,585,932
SRATE PIEMIUIM ..ottt nsenenas 33,937 33,937 33,937 31,008
Marketable Securities Revaluation Reserve 1,650,323 1,159,906 1,241,479 576,050

Bonus Shares Obtained from Associates, Subsidiaries and Jointly
Controlled Entities (Joint Ventures) (1,179) (1,179) (1,179) 1,383
Other Capital Reserves ...........ooceuune. . 1,615,938 1,615,938 1,615,938 1,977,491
PrOfit RESEIVES ....ceuiiieieieicieiiieteii ettt 10,384,958 8,352,002 5,918,120 5,109,463
LAl RESCTVES ...oveuveveircicereiti ettt 2,031,062 1,838,830 1,610,119 1,404,488
Statutory Reserves 48,553 39,586 28,293 20,362
Extraordinary Reserves. 8,317,329 6,363,264 4,312,543 3,705,309
Other Profit RESEIVES .. ..voviuiieieieeieiiicieiie ettt neesenne (11,986) 110,322 (32,835) (20,696)
Profit or LOSS ....cccvvnnnnee 1,023,718 2,179,515 3,028,597 2,567,793
Prior Years’ Profit/Loss (609,310) (92,024) 89,441 70,164
Current Year Profit/Loss 1,633,028 2,271,539 2,939,156 2,497,629
Minority Shares 2,631,644 2,470,450 2,649,763 1,963,098
Total Liabilities and EQUILY ................oooroooeeooocccccerressssessocceeeeeesssesssseoceeeeeesssese 189,217,150 183,935,830 150,810,736 128,916,476

Assets

As of June 30, 2012, the Group had total assets of TL 189,217 million, an increase of 2.9% compared to TL 183,936
million as of December 31, 2011. The overall increase in the Group’s total assets was primarily attributable to a 7.1%
increase in loans. Additional information regarding the Group’s assets is set forth in “Selected Statistical and Other
Information.”

Cash and Balances with the Central Bank

As of June 30, 2012, the Group’s cash and balances with the Central Bank was TL 13,540 million, a decrease of
2.5% compared to TL 13,887 million as of December 31, 2011. This decrease was primarily the result of the Bank’s election
to take advantage of the high interest levels on both marketable securities and loans, which resulted in a positive effect on the
net interest margin.

During the global economic crisis in 2008 and 2009, the Group took a conservative position concerning cash
reserves and maintained a high level of liquidity, especially in foreign currencies. By the beginning of 2010, as the economic
outlook in Turkey began to improve, demand for new loans increased and the Group began to experience improvements in its
NPL recovery. These factors, in turn, encouraged the Group to convert some of its liquid assets into new loans, which led to a
decrease in the amount of cash and balances with the Central Bank. Furthermore, since the last quarter of 2010 the Central
Bank has stopped paying interest for balances held with it for the banks’ reserve requirement obligations. As a result, the
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Bank has preferred to hold fewer excess amounts with the Central Bank other than as required by reserve requirements, and
this additional liquidity was used for interest-earning assets such as loans.

Loans, Leasing and Factoring Receivables

As of June 30, 2012, the Group had loans, leasing and factoring receivables of TL 108,014 million, an increase of
7.1% compared to TL 100,809 million as of December 31, 2011. This increase in the Group’s loans, leasing and factoring
receivables was primarily attributable to a 7.1% increase in loans, principally due to the 12.0% increase in Turkish Lira-
denominated loans. This increase in Turkish Lira loans was primarily driven by a 14.5% increase in non-retail Turkish Lira-
denominated loans. On the other hand, foreign exchange-denominated loans contracted by 0.6%. Additional information
regarding the Group’s loan portfolio is set forth in “Selected Statistical and Other Information — Loan Portfolio.”

Liabilities

As of June 30, 2012, the Group had total liabilities of TL 167,378 million, an increase of 2.3% compared to
TL 163,625 million as of December 31, 2011. The overall increase in the Group’s total liabilities was primarily attributable to
a 43.2% increase in securities issued, a 7.5% increase in shareholders’ equity, a 21.0% increase in miscellaneous payables
and a 1.1% increase in deposits. Additional information regarding the Group’s liabilities is set forth in “Selected Statistical
and Other Information.”

Shareholders’ Equity

As of June 30, 2012, the Group’s shareholders’ equity amounted to 11.5% of the Group’s total assets, compared to
11.0% as of December 31, 2011. Both retained profit and TL 567 million of mark-to-market gains from available-for-sale
investments in the six months ended June 30, 2012 contributed to the increase in shareholders’ equity. However, the TL 707
million allocated for dividend payments was deducted from shareholders’ equity in the six months ended June 30, 2012,
which in turn limited the growth in shareholders’ equity. Total shareholders’ equity was TL 15,306 million, TL 18,987
million, TL 20,311 million and TL 21,839 million as of December 31, 2009, 2010 and 2011 and June 30, 2012, respectively.

Off-Balance Sheet Arrangements

The aggregate amount of off-balance sheet arrangements, comprising guarantees, letters of credit and similar
obligations, totaled TL 30,143 million as of June 30, 2012, compared with TL 27,208 million as of December 31, 2011. The
increase was due to the 10.8% increase in the letters of guarantee portfolio. Additional information regarding the Group’s off-
balance sheet arrangements is set forth in “Selected Statistical and Other Information.”

Capital Adequacy

Each of the Bank and the Group is required to comply with capital adequacy guidelines promulgated by the BRSA,
which are based upon the guidelines adopted by the Basel Committee on Banking Regulations and Supervision Practices of
the Bank for International Settlements. These guidelines require banks to maintain adequate levels of regulatory capital
against risk-bearing assets and off-balance sheet exposures (commitment and contingencies). In accordance with these
guidelines, each of the Bank and the Group must maintain a total capital ratio in excess of 8% calculated in accordance with
BRSA regulations. In addition, as a prudential requirement, the BRSA requires a target capital adequacy ratio that is 4%
higher than the legal capital ratio. Each of the Bank and the Group currently satisfies the capital requirements of the BRSA.

The BRSA also maintains a policy, on a bank-by-bank basis, of requiring a higher capital adequacy ratio for banks
that are seeking to open new branches, with the rate currently being applied to the Bank being 12%. As of June 30, 2012 and
December 31, 2011, 2010 and 2009, the Group’s total risk-based capital ratio (consisting principally of Tier 1 capital) was
14.41%, 14.11%, 17.55% and 18.13%, respectively (14.21%, 14.07%, 17.55%, and 18.31%, respectively, for the Bank). The
Bank intends to maintain its (and the Group’s) capital ratios in excess of those required by both Turkish law and internal risk
limits determined by Board of Directors (see “Risk Management”). Such risk limits would be different if calculated on the
basis of Basel II, which applies as of 1 July 2012.
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The following table sets out information on the Group’s capital and its capital adequacy ratios as of June 30, 2012
and December 31, 2011, 2010 and 2009.

As of
June 30, As of December 31,
2012 2011 2010 2009
(TL thousands, except percentages)

Paid-in capital .........cccooeiiiiiiie 4,500,000 4,500,000 4,500,000 3,079,639
Paid-in capital inflation adjustments...................... 1,615,938 1,615,938 1,615,938 1,977,491
Profit TESEIVES ...eevvieiriiiieiieiieiccierec e 10,095,981 8,175,522 5,918,120 5,109,463
Profit.cceceeeee e 1,023,718 2,179,515 3,028,597 2,567,793
Tier I Capital (I)....ccccovevirininiiininciinicieecee 20,833,489 19,841,319 17,982,133 15,127,364
Tier I Capital (IT) .....coceoevininininiieniceece 2,355,220 1,698,000 1,484,552 943,292
Deductions (IIT) ......ccoocererinenenincieniieieeeee 207,592 352,225 115,841 438,070
Own Funds (IHII-IID).c.cceencencccceccccccece 22,981,117 21,187,094 19,350,844 15,632,586
Risk Weighted Assets (including market and
operational risK) ........coceverirenenineieneeeeee 159,486,116 150,205,299 110,259,498 86,220,211
Capital Ratios:
Tier I Capital/Risk Weighted Assets..........cccceeuuee 13.06% 13.21% 16.31% 17.55%
Own Funds/Risk Weighted Assets..........ccccveeveune 14.41% 14.11% 17.55% 18.13%

The significant increases in the Group’s capital in each of 2011 and 2010 represented the growth in the Group’s
retained earnings. The Group’s capital adequacy ratios decreased in 2010 and 2011 as a result of increases in the amount of
loans made by the Group as market conditions improved in this period. The Bank expects that the Group’s capital adequacy
ratio may decline further in 2012 as the full implementation of Basel II in July 2012 will have a slightly negative impact on
capital ratios, but will seek to ensure that both it and the Group maintain a ratio above the BRSA’s recommended level.

Non-Financial Participations/Non-BRSA consolidated subsidiaries

As of June 30, 2012, the significant strategic non-financial equity participations of the Bank were Sisecam Group
and Avea Iletisim Hizmetleri A.S. (“Avea”). These participations are strategic in the sense that they are long-term
investments of the Bank in companies with strong market positions in Turkey and neighboring areas. The following table sets
forth certain information regarding Sisecam Group and Avea. For a discussion of the differences between the BRSA Interim
Financial Statements and the IFRS Interim Financial Statements, see “Summary of Significant Differences Between IFRS
and BRSA Accounting Principles and Reconciliation of Certain BRSA and IFRS Data.”

These non-financial participations are not consolidated in the income statement of the consolidated BRSA Financial
Statements; however, they are shown under the “Investments in Associates” and “Investments in Subsidiaries” line items at
their book values in the consolidated BRSA Financial Statements. Non-financial participations are fully consolidated in the
IFRS Financial Statements. If dividends are received from these non-financial participations, then such dividends are
reflected in the applicable period’s income statement of the consolidated BRSA Financial Statements.

Tiirkiye Sise ve Cam Fabrikalar: A.S. (Consolidated)

As of (or for the six month As of (or for the year ended)
period ended) June 30, December 31,
2012 2011 2011 2010 2009
(TL thousands)
Total ASSetS...c.ocevvereereeieierieceeenes 8,317,444 7,747,868 8,254,776 6,769,991 6,688,458
Total Liabilities ........ccccoeeereneenenne 3,058,132 2,996,407 3,098,455 2,623,208 2,977,542
Profit/(loss) for the period............... 208,217 375,660 740,564 484,314 119,057
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AVEA letisim Hizmetleri A.S.

As of (or for the year ended)
December 31,

2011 2010 2009
(TL thousands)
Total ASSELS .....ccovveerrverrieninieneenens 10,953,269 10,653,963 10,859,158
Total Liabilities . 6,376,164 5,036,491 4,278,747
Profit/(loss) for the period........... (1,040,680) (962,939)  (1,242,167)

Liquidity and Funding

The Group’s principal sources of funding are deposits from retail and corporate customers, including other banks.
Currently, the Bank’s strategy is to fund itself mainly using deposits from its extensive customer base and to use funds
borrowed and money market funds for the remaining part, although this approach is subject to change depending upon
market opportunities and changes in prevailing rates for deposits and other funding sources. For further discussion on the
Group’s risk management policies relating to funding, see, “Risk Management — Funding.”

The table below sets out the Group’s sources of funding as of the dates indicated:

As of June 30, 2012
Foreign
TL Currencies Total
(TL thousands)
DEPOSILS ..ot 57,039,792 42,841,087 99,880,879
Repos and Money Market Funds 17,257,206 4,265,100 21,522,306
Funds Borrowed" .........o.oovviviioeeeeeeeeeeeeeeee 5,689,431 18,516,408 24,205,839
Subordinated Loans ..........cccceeeevuvieevviieieieee e, — 90,490 90,490

™ Including marketable securities issued (consisting of TL- and foreign-currency denominated bills and bonds issued by the Bank).

As of December 31, 2011 As of December 31,2010 As of December 31, 2009
Foreign Foreign Foreign
TL Currencies Total TL Currencies Total TL Currencies Total
(TL thousands)

DEPOSILS ..o 59,387,345 39,444,651 98,831,996 58,510,364 29,966,255 88,476,619 43,684,501 28,370,471 72,054,972
Repos and Money Market

Funds. ..o 16,425,130 6,047,852 22,472,982 9,077,523 3,892,063 12,969,586 8,826,423 4,646,214 13,472,637
Funds Borrowed"... . 3,366,135 19,186,910 22,553,045 1,104,092 13,374,727 14,478,819 2,649,229 12,149,715 14,798,944
Subordinated Loans 95,000 95,000 77,947 77,947 75,343 75,343

® Including marketable securities issued (consisting of TL- and foreign-currency denominated bills and bonds issued by the Bank).

The Group’s consolidated customer deposits constituted in aggregate approximately 52.8%, 53.7%, 58.7% and
55.9% of its total liabilities as of June 30, 2012 and December 31, 2011, 2010 and 2009, respectively. As of June 30, 2012,
the Group’s consolidated customer deposits amounted to TL 98,881 million, an increase of 1.1% from TL 98,832 million as
of December 31, 2011, itself an increase of 11.7% from TL 88,477 million as of December 31, 2010 (TL 72,055 million as of
December 31, 2009). For more information on deposits with the Group, see “Selected Statistical and Other Information —
Deposits.”

For tables setting out the maturity structure of the Group’s deposits with a breakdown of the source of deposits for
the six months ended June 30, 2012 and the years ended December 31, 2009, 2010 and 2011, see NoteIl.l.a in the
consolidated BRSA Financial Statements.

The remaining sources of funds for the Group are funds borrowed, repos and money market funds. Funds borrowed
is mainly composed of borrowings from foreign banks and institutions and marketable securities issued by the Group
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consisting of TL- and foreign-currency denominated bills and bonds. Funds borrowed represented 12.8%, 12.3%, 9.6% and
11.5% of the Group’s total liabilities as of June 30, 2012 and December 31, 2011, 2010 and 2009, respectively.

The table below sets out the Group’s funding from banks and other institutions with regard to the kind of institution
that provides the funding as of the dates indicated:

As of June 30, 2012
Foreign
TL Currencies
(TL thousands)
Funds borrowed from the domestic banks and inStitutions............cc....coeveeeeennee... 489,020 895,722
Funds borrowed from foreign banks, institutions and funds..........cccocevveniennenn, 717,237 16,701,956
Marketable SECUITHIES ISSUEM ....vvveeeeeeeie e, 4,480,474 913,148

5,686,731 18,510,826

As of December 31,

2011 2010 2009
Foreign Foreign Foreign
TL Currencies TL Currencies TL Currencies
(TL thousands)

Funds borrowed from domestic banks
and INStitUtioNS........ccoeeveeevierieeieeeeeene, 501,011 766,941 873,131 483,658 389,813 456,196
Funds borrowed from foreign banks,
institutions and funds................c...c.o...... 41,140 17,470,183 35,007 12,891,069 2,259,416 11,693,519
Marketable securities issued.................. 2,822,425 943,451 195,954 — — —
T I 3,364,576 19,180,575 1,104,092 13,374,727 2,649,229 12,149,715

The tables below set out the Group’s funds borrowed based upon their maturity as of the dates indicated:

As of June 30, 2012
Foreign
TL Currencies
(TL thousands)
Short-term.........ccceevvereeceenneenn. 4,480,183 5,868,143
Medium and Long-term.......... 1,206,548 12,642,683
Total.......ooorverrierrierieiens 5,686,731 18,510,826

As of December 31,

2011 2010 2009
Foreign Foreign Foreign
TL Currencies TL Currencies TL Currencies
(TL thousands)
Short-term.........ccoevveeevieiieeeeeenee, 2,380,050 6,539,309 1,101,223 4,883,754 417,261 3,848,143
Medium and Long-term................... 984,526 12,641,266 2,869 8,490,973 2,231,968 8,301,572

................................................ 3,364,576 19,180,575 1,104,092 13,374,727 2,649,229 12,149,715

Borrowings from foreign banks and institutions include syndicated loans, “diversified payment rights” (DPR) and
credit card future flow transactions, eurobonds and other fund-raisings. Details of the Bank’s syndicated loans, future flow
transactions and eurobonds as of June 30, 2012 are as follows:
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Outstanding Principal Final Maturity Interest rate %

$21 million DPR issuance..........ccccevevveienennene November 2012 Libor +0.36%
$40 million DPR issuance..........ccccevervevenennene November 2014 Libor + 1.83%
$50 million DPR iSSUANCE ......covevvevieieeienienienens May 2013 Libor + 0.15%
$67 million credit card issuance............c.cceeenuee. January 2014 Libor + 1.00%
$47 million credit card issuance............c.coeeuev. January 2014 Libor +0.25%
$52 million DPR issuance..........cccceverveienennee May 2014 Libor +0.93%
$45 million DPR issuance.........ccccceverveienencae May 2014 Libor +0.23%
$72 million DPR iSSUANCE ......covevveeieienrenienienes May 2014 Libor + 0.16%
$95 million DPR iSSUANCE ......cvevveieienieiieneniane August 2013 Libor + 0.92%
$285 million DPR issuance.........cccccoeeveeenvenene February 2015 Libor +0.82%
$70 million DPR issuance.........c.ccccevervevenenee February 2014 Libor + 0.86%
$75 million DPR issuance.........c.ccccevevveienenee November 2016 Varies

€40 million DPR iSSUANCE .....c..evveeeiereeinenene November 2016 Varies

€60 million DPR issuance...........ccccceeveveuennene. November 2018 Varies

€60 million DPR iSSUANCE .....c.oevveeieereeeeee November 2016 Varies

€50 million DPR iSSUANCE ....cveevveriieiieeierriennae August 2024 Varies

€75 million DPR iSSuance..........cccceveeveveennenne August 2024 Varies
$175 million DPR issuance..........ccccoceeveveneenene August 2017 Varies

$50 million DPR iSSUANCE ......covevveeveeeienieienene August 2017 Varies
$241 million syndicated loan ...........ccocccceveunie May 2013 Libor +0.95%
€743 million syndicated loan ............ccceevveennnnne May 2013 Euribor + 0.95%
$359 million syndicated loan ...........ccocccceveenee September 2012 Libor + 0.75%
€603 million syndicated loan ............ccceeveennnne September 2012 Euribor + 0.75%
$45 million syndicated loan ............ccoeevveenennene September 2012 Libor + 1.15%
€115 million syndicated loan ...........cccccoceeneene. September 2012 Euribor + 1.15%
$500 million eurobond ..........ccccoveiiiinineninnnne February 2016 5.10%

On September 12, 2012, the Bank renewed its syndicated loan that was obtained in September 2011. The new loan
consists of two tranches with amounts of $404.5 million and €572.6 million. The interest rate of the tranches are
Libor/Euribor + 0.85%.

In addition to the above, the Group has entered into various transactions with multilateral and developmental
institutions, export credit agencies and other lenders, principally for the purposes of financing project financings, micro,
small and medium-sized enterprises, energy efficiency projects or certain imports.

As of the date of this Offering Circular, the Bank’s management believes that the Bank’s liquidity is sufficient for its
present requirements for at least the next 12 months from the date of this Offering Circular.

Contingencies and Commitments

Guarantees. The Group offers its customers products such as guarantees and letters of credit to meet its customers’
needs for commercial banking services, frequently in connection with their customers’ export and import activities. These
products do not appear on the Group’s balance sheet. For the breakdown of contingencies and commitments, see Note II1.1.b
in the consolidated BRSA Financial Statements.

As of June 30, 2012, the Group had issued letters of credit amounting to TL 6,114 million, guarantees amounting to
TL 22,073 million, acceptance credits amounting to TL 572 million and other guarantees and endorsements amounting to
TL 1,385 million.

The table below sets forth the Group’s total off-balance sheet guarantees as of June 30, 2012 and as of December 31,
2011,2010 and 2009.
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As of June 30, As of December 31,
2012 2011 2010 2009
(TL thousands)
Letters of guarantee...........ccccecveveeereennnnne. 22,072,600 19,924,273 12,464,904 9,952,646
Acceptance credits .......oovveevereeieeeennnn, 571,861 500,455 211,538 151,195
Letters of credit.......ccoooveveevieeecieeeene. 6,113,667 5,761,529 3,380,888 2,775,336
Other guarantees'" .............ccccovvvveeennn. 1,385,068 1,021,974 372,685 387,291
Total ..o 30,143,196 27,208,231 16,430,015 13,266,468

(1) Includes endorsements.

Derivatives. The Group enters into forward and swap contracts to provide hedging services for itself and its clients.
The table below sets forth the Group’s total derivative transactions, by currency, as of the dates indicated.

As of June 30, 2012
Buy Sell
Foreign Foreign
TL Currency Total TL Currency Total
(TL thousands)
Forward foreign exchange contracts......... 4,609,607 5,182,806 9,792.413 2,444,576 7,254,258 9,698,834
CUITENCY SWAPS .vveevveeienieeiieeeeeeieeeeiens 4,313,237 14,569,126 18,882,363 7,329,068 11,729,474 19,058,542
Interest rate SWapsS.......coeeververveeeerreneennnns 3,604,000 9,730,964 13,334,964 3,604,000 9,730,964 13,334,964
CUurrency Options.........ceeveeevereeeverueenenneen 1,055,061 1,255,670 2,310,731 751,531 1,543,372 2,294,903
Interest rate OPtions........cceevvevveeveereereernns 60,000 2,118,331 2,178,331 60,000 2,118,331 2,178,331
Marketable security and index options ..... 23,429 — 23,429 23,429 — 23,429
Currency futures ........cccoevvevveevenieeienienns 14,668 6,183 20,851 5,167 15,542 20,709
Interest rate futures ...........cccoeevveeeveeennennen. — — — — — —
As of December 31, 2011
Buy Sell
Foreign Foreign
TL Currency Total TL Currency Total
(TL thousands)
Forward foreign exchange contracts......... 4,624,783 4,366,439 8,991,222 1,072,625 7,913,093 8,985,718
CUITENCY SWAPS .ovveevveeieniieieeieeeeereereninns 2,686,329 7,574,161 10,260,490 3,524,951 6,852,196 10,377,147
Interest rate SWapS.......coeeververveeeerveeeenienns 3,160,000 9,394,219 12,554,219 3,160,000 9,394,219 12,554,219
CUurrency Options........cceeveeeeerveeeenueenennean 906,064 1,476,887 2,382,951 906,064 1,473,548 2,379,612
Interest rate OPtions........cceevvevvvereereereerinns 2,248,340 2,248,340 — 2,248,340 2,248,340
Marketable security and index options ..... — — — — — —
Currency futures .......cocceevevveieeierieeiennnn 8,909 14,631 23,540 13,595 9,620 23,215

Interest rate futures .........coevevevevveeeeeeeeennen. —
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As of December 31, 2010

Buy Sell
Foreign Foreign
TL Currency Total TL Currency Total
(TL thousands)
Forward foreign exchange contracts............ 1,116,021 2,016,774 3,132,795 370,210 2,756,376 3,126,586
CUITENCY SWAPS..evvevrereriiesirenreerreveeveeneennns 390,173 7,476,235 7,866,408 4,569,589 3,223,342 7,792,931
Interest rate SWapS......cceevvevverveeverveereensnennens 1,810,000 5,733,698 7,543,698 1,810,000 5,733,698 7,543,698
CUIrenCy OPtioNS.....cveeveeereerrereeeierreeereeenns 1,824,011 1,039,882 2,863,893 746,452 2,103,579 2,850,031
Interest rate Options..........ccecvevveevenieeuenenennn — 438,272 438,272 — 438,272 438,272
Marketable security and index options ........ 3,865 — 3,865 — 3,865 3,865
Currency futures .......occeeevevvevieeieneeeeiene 38,785 4,024 42,809 4,033 39,191 43,224
Interest rate futures .........ocevvveeevveiccveeeeennnenn. 493 — 493 898 1,573,170 1,574,068
As of December 31, 2009
Buy Sell
Foreign Foreign
TL Currency Total TL Currency Total
(TL thousands)
Forward foreign exchange contracts......... 360,424 1,009,237 1,369,661 383,238 985,237 1,368,475
CUITENCY SWAPS..eveervererereerenrreeenreeeenenens 81,501 2,151,912 2,233,413 1,848,388 362,871 2,211,259
Interest rate SWapsS.......coeeverveervereerueneennens 1,760,000 3,045,848 4,805,848 1,760,000 3,045,921 4,805,921
CUurrency Options........cceeveeverveeeerveenennean 1,131,822 374,172 1,505,994 338,295 1,120,750 1,459,045
Interest rate Options.........cceevevevverveeiennenn — 455,515 455,515 — 455,515 455,515
Marketable security and index options ..... 5 — 5 — 5 5
Currency futures ........occoeevevvevveeeerieeiennnn 13,776 5,812 19,588 5,711 13,604 19,315
Interest rate futures .........ccoveeeeveeieineeenne.. — — — — 1,643,661 1,643,661

Property, Plant and Equipment

The table below sets forth the components of the Group’s consolidated property and equipment as of June 30, 2012,

December 31, 2011, 2010 and 2009.

As of June 30, As of December 31,
2012 2011 2010 2009
(TL thousands)
Buildings.........cooeevevviviiieieieieeeecee e 3,608,699 3,640,226 3,594,986 3,653,811
Land improvements...........c.ccceeveverevennenn 125,927 132,826 121,921 95,797
Construction in progress........eeeevereenens 58,967 8,769 11,566 61,540
VehiCleS .....ooviiieeeeieeeee e 22,401 21,611 20,018 18,699
Other™ ... 1,526,257 1,543,262 1,259,693 1,177,775
DEPreciation ..........c.oveveerviervernrerrnennns (3,236,409) (3,179,842) (3,008,551) (2,967,349)
Net BOOK ValUe. ..o 2105842 2166852 1,999,633 2,040,273

(1) Leasing intangible assets, leasehold improvements, office equipments, furniture and fixtures are shown under “other” item.
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SUMMARY OF SIGNIFICANT DIFFERENCES BETWEEN IFRS AND BRSA ACCOUNTING PRINCIPLES AND
RECONCILIATION OF CERTAIN BRSA AND IFRS DATA

Certain of the financial statements and financial information included in this Offering Circular have been prepared
in accordance with Turkish Accounting Standards (“74S™), Turkish Financial Reporting Standards (“7FRS”) and the
statements, communiqués and guidance published by the BRSA on accounting and financial reporting principles (the “BRSA
standards”). Although the TFRS is almost the exact translation of IFRS, the BRSA standards, statements, communiqués and
guidance differ from IFRS in some instances. Such differences primarily relate to presentation of financial statements,
disclosure requirements and accounting policies. The following paragraphs summarize major areas in which BRSA standards
and IFRS differ from each other.

Consolidation

Consolidation principles under the BRSA standards and IFRS are based upon the concept of the power to control in
determining whether a parent/subsidiary relationship exists and that consolidation is appropriate. Control is typically
exhibited where an entity has the majority of the voting rights.

Under the BRSA standards, only subsidiaries and associates operating in the financial services sector are required to
be consolidated; the rest are carried at cost or at fair value. IFRS does not make such a sectoral distinction in terms of
consolidation.

Allowance for Loan Losses

Under the BRSA standards, specific and general reserves for possible loan losses are provided for in accordance
with the “Regulation on Procedures and Principles for Determination of Qualifications of Loans and Other Receivables by
Banks and Provisions to be set Aside” issued by BRSA. All loans are grouped into five categories mainly depending upon
their past due status and creditworthiness of the borrower. The BRSA standards have prescribed certain minimum
provisioning rates for groups comprising non-performing loans after taking into account collateral (specific provision) and a
separate rate for groups comprising performing loans (general provision - the general provision rate is specified by BRSA
and applied consistently across the Turkish banking sector).

The Bank’s policy is to provide fully (at a rate of 100%) for its non-performing loan portfolio; however, on
September 20, 2012 the Bank announced that its board of directors authorized the Bank’s management to change this policy
to one that only need comply with the provisioning levels required by law; it being understood that such legal requirements
impose minimum provisions depending upon the category of the non-performing loan, including special provisions in the
amounts of 20%, 50% and 100%, respectively, being required to be set aside for loans and receivables in Groups III, IV and
V (see “Turkish Regulatory Environment — Loan Loss Reserves”). As of June 30, 2012, 8.8%, 16.1% and 75.1% of the
Bank’s non-performing loan portfolio was categorized in Groups III, IV and V, respectively, and thus this change of policy
would (if in place as of such date) have had a limited effect (particularly for Group V, which by regulation requires 100%
provisions). The Bank’s management is analyzing what changes to make as a result of this authorization, including when
considered in the context of each borrower’s collateral and NPL category. Should the Bank determine to follow legal
requirements, then (as specific provisions result in a booking of an expense) such a reduction in provisions would result in a
corresponding increase in the Bank’s capital levels.

Under IFRS, for loans that have been identified as impaired, the amount of the impairment loss is measured as the
difference between the loan’s carrying amount and the present value of expected future cash flows discounted at the loan’s
original effective interest rate. IFRS requires a form of individual assessment for loans that are individually significant and a
collective assessment for loans that form part of a group of loans with similar credit characteristics.

Deferred Tax
In accordance with IFRS, deferred tax is recognized on differences between the carrying amounts of assets and
liabilities in the financial statements and the corresponding tax bases used in the computation of taxable profit, and are

accounted for using the balance sheet liability method. Deferred tax liabilities are generally recognized for all taxable
temporary differences and deferred tax assets are recognized for all deductible temporary differences to the extent that it is
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probable that taxable profits will be available against which those deductible temporary differences can be utilized. On the
other hand, under the BRSA standards, it is not permitted to recognize deferred tax on a general provision allocated based
upon BRSA rules although it constitutes a temporary difference based upon IAS 12 Income Taxes. Besides, under IFRS, it
shall be calculated deferred tax base for the difference between allowances for loan losses calculated based upon the BRSA
standards and IFRS.

Presentation of Financial Statements

Although presentation of the financial statements under both the BRSA standards and IFRS are similar to each
other, there are still differences. BRSA financial statements are prepared under a special format determined by the BRSA.
Similarly, both cash flow and comprehensive income statements are prepared based upon this specified format.

There are other similar differences in the accounting policies and disclosure requirements applied to subsidiaries and
associates that are subject to consolidation. These differences vary based upon the sector that the related associate or
subsidiary operates in, especially those providing life and non-life insurance services, which are subject to the
undersecretariat of Treasury policies/requirements, and factoring and leasing services, which are subject to specific BRSA
policies/requirements.
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Net profit reconciliation for 2011

2011
(TL thousands)
Per BRSA Net Profit ........cooooiiiiiiii e 2,389,368
Non-financial subsidiaries line by line inclusion impact on net profit 892,505
— Tiirkiye Sise ve Cam Fabrikalar1 A.S. Net profit 130,356
— Soda Sanayi A.S. Net profit......cccecereererceeneerieneenenne, 192,840
— Anadolu Cam Yenisehir San. A.S. Net Profit..........cccoooiiiiiiiiiiie e 102,543
— Trakya Yenisehir Cam San. A.S. Net Profit ......coccovivviiiiinieiineeeeeeee e 75,775
— Anadolu Cam A.S. Net Profit ......coovoiiiiiiiiieiieeeeeeee e 74,695
— Other non-finance group companies’ Net profit ........cccccevvveviecieieeiiieiieneeieseeie s 316,296
Adjustment 1: Equity impact of non-financial associates.................... (143,087)
Adjustment 2: dividend elimination from non-financial subsidiaries (338,844)
Adjustment 3: NPL provision adjustment based upon IFRS™ ...............ccocooviviiiiirnnn. 88,618
Adjustment 4: Provision for dividends to be distributed to personnel from net profit ........ (89,889)
Adjustment 5: Reversal of impairment for Bayek A.S. ......cccooveiieviinienieiecieeeieee e 21,111
Adjustment 6: LaWSUit PrOVISION.......cverrieueerieieeieereeieereeieeereieesseeseenseeseaesseenes 5,414
Intercompany eliminations (e.g.., FX gain/loss, fixed asset sale income) (3,263)
Taxation impact of the all taxable IFRS adjustments made herein..............cccccveeveevieeeernen. 80,455
ORET ..ttt ettt ettt ettt ettt ettt 167,295
Per IFRS NEt PIrOTit...cvieieeeieiiciie ettt et ettt et esaeenseeenas 3,069,683

(*) Based upon IFRS, specific loan impairment is calculated based upon the cash flow projections, while the collective loan impairment is
calculated based upon the historical default and recovery rates. On the other hand, under BRSA standards, both specific and collective loan
impairment are calculated based upon the specified parameters defined by the BRSA. Therefore, this line includes impact of adjusting loan
impairment in accordance with TAS 39.
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SELECTED STATISTICAL AND OTHER INFORMATION

The following tables present certain selected statistical and other information for the Group (or, when information
about the Group is not readily-available or relevant, the Bank) as of the indicated dates and for the periods indicated. Except
as specifically noted herein, the selected statistical and other information should be read in conjunction with the BRSA
Financial Statements (including the notes thereto) and the information included in “Management’s Discussion and Analysis
of Financial Condition and Results of Operations.”

I. Distribution of Assets, Liabilities and Shareholders’ Equity; Interest Rates and Interest Differential
A. Average Balance Sheet and Interest Data
The tables below (derived from the Bank’s management accounts) show the Bank’s average balances and yield for

2009, 2010 and 2011. In such tables, unless otherwise stated, average balances are calculated from monthly balances and
include interest accruals.

2009 2010 2011
Average Avg. Interest Average Avg. Interest Average Avg. Interest
Balance Yield Income Balance Yield Income Balance Yield Income
(TL thousands, except percentages)
ASSETS
Average Interest-Earning Assets
Total Performing Loans.........cccccveeeenee 46,545,735 14.25%  6.632,800 54,933,334 10.39% 5,708,026 77,498,824 8.87% 6,873,235
Turkish Lira......ccccoveeevcicnneceennns 32,610,795 18.26% 5.955,125 38,317,720 13.12% 5,026,514 50,929,821 11.13% 5,667,417
Foreign Currency .........ccoeeeveeeeeeennn 13,934,940  4.86% 677,675 16,615,614 4.10% 681,512 26,569,003 4.54% 1,205,818
Total Securities 30,336,453  9.95% 3,017,404 42,981,769 8.53% 3,667,042 42,858,221 8.68% 3,721,515
Turkish Lira 18,083,808 13.23% 2,392,988 31,669,971 10.17% 3,219,436 33,315,447 9.97% 3,323,123
Foreign Currency........oceeeeeveeerennn 12,252,645  5.10% 624,416 11,311,798 3.96% 447,606 9,542,774 4.17% 398,392
Total Banks 7,039,767 1.33% 93,727 5,420,053 0.81% 44,166 2,371,798 0.74% 17,570
Turkish Lira 197,694  7.53% 14,884 179,527 5.73% 10,278 140,588 4.34% 6,095
Foreign Currency ...........oceeeeeeeerrenens 6,842,073  1.15% 78,843 5,240,526 0.65% 33,888 2,231,210 0.51% 11,475
Total Money Market Placements'” ... 780,011 1113% 86809 127,619  451% 5752 967  7.03% 68
Turkish Lira . 780,011 11.13% 86,309 70,993 6.38% 4,532 744 7.26% 54
Foreign Currency .... - 0.00% - 56,626 2.15% 1,220 223 6.28% 14
Total for Average Interest-
Earning ASSets...............ccccooooe 84,701,966 11.61% _9.830,740 103,462,775 9.11% _ 9:424,986 122,729,810 8.65% 10,612,388
Turkish Lira.... . 51,672,308 16.35% 8,449,806 70,238,211 11.76% 8,260,760 84,386,600 10.66% 8,996,689
Foreign Currency ........cccoevueeecne 33,029,658  4.18% 1,380,934 33,224,564 3.50% 1,164,226 38,343,210 421% 1,615,699
Average Non-Interest-Earning
Assets
Cash and balance with Central Bank'”. 7,450,163 6,973,127 13,610,421
Derivatives 180,955 200,222 581,107
Equity participations 3,855,106 5,461,081 6,873,503
Non-performing loans net of
allowances - - -
Tangibles e 1,869,695 1,830,741 1,825,473
Other @SSEtS......oovevevereeeereeereeeeereererenene 1,282,605 1,850,281 2,164,581
Total Average Non-Interest-
Earning Assets............ccccevnnne. 14,638,524 16,315,452 25,055,085
Total Average Assets...................... 99,340,490 119,778,227 147,784,895

(1) Calculated from daily balances and does not include interest accruals.
(2) Since the remuneration of required reserves has been ended in 2010, reserves held at the Central Bank were classified as non-interest earning assets and
excluded from interest income.
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LIABILITIES

Average Interest-Bearing Liabilities

Total Deposits (other than demand deposits)
Turkish Lira
Foreign Currency ...

Funds Borrowed.....
Turkish Lira.....
Foreign Currency

Funds provided under repurchase

Foreign Currency
Debt securitiesissued
Turkish Lira
Foreign Currency
Total for Average Interest-Bearing
Liabilities
Turkish Lira
Foreign Currency........ooceeeveevevceeenncnes
Average Non-Interest-Bearing
Liabilities
Deposits-demand
Provisions
Tax liabilities
Other Habilities .......c.vuevevevieeeerirerieeceeeeeeeeas
Total Average Non-Interest-Bearing
Liabilities ...
Total Average Liabilities....

Total Average Shareholders’ Equity and
net profit

(1) Calculated from daily balances and does not include interest accruals.

2009 2010 2011
Avg. Avg. Avg.
Average Rate Interest Average Rate Interest Average Rate  Interest
Balance Paid Expense Balance Paid Expense Balance Paid  Expense
(TL thousands, except percentages)
55,511,474  8.23% 4,567,578 65,517,027 6.50% 4,258,690 75,942,511 6.55% 4,977,232
34,478,181  11.52% 3,973,255 43,167,233 8.61% 3,715,843 49,642,645 837% 4,155.219
21,033,293 2.83% 594323 22,349,794 2.43% 542,847 26,299,866 3.13% 822,013
10,394,246  5.64% 586,219 9,509,117 5.38% 511,177 9,556,851 2.40% 229,383
2,639,661  14.99% 395,730 2,182,221 16.34% 356,510 148,290  7.34% 10,891
7,754,585 2.46% 190,489 7,326,896 2.11% 154,667 9,408,561 2.32% 218,492
3,937,153  4.20% 165,485 9,917,187 4.38% 434,702 15,161,693 5.82% 883,115
1,080,206 7.74% 83,592 5,528,781  6.51% 359,864 10,601,814 7.54% 799,657
2,856,947 2.87% 81,893 4,388,406 1.71% 74,838 4,559,879  1.83% 83,458
- 0.00% - - 0.00% - 2,632,951  7.90% 208,048
- 0.00% - - 0.00% - 1,913,960  8.68% 166,065
- 0.00% - - 0.00% - 718,991 5.84% 41,983
69,842,873 7620, 5319282 84,943,331 6.13% _ 5,204,569 103,294,006 6.10% _ 6,297,778
38,198,048  11.66% 4,452,577 50,878,235 8.71% 4,432,217 62,306,709 8.24% 5,131,832
31,644,825 2.74% 866,705 34,065,096 2.27% 772,352 40,987,297 2.84% 1,165,946
9,462,416 11,953,203 15,762,984
3,237,616 3,502,867 3,923,363
338,058 366,430 243,693
3,181,196 4,042,937 5,652,040
16,219,286 19,865,437 25,582,080
86,062,159 104,888,768 128,876,086
11,233,411 14,908,832 17,653,478

The following table (derived from the Bank’s management accounts) shows the Bank’s net interest income, margin
and spread for each of the three years ended December 31, 2009, 2010 and 2011. Averages are based upon daily data (other

than margin averages, which are calculated by using quarterly data).

Net interest income....................
Turkish Lira......cccccceeeeneene.
Foreign Currency

Margin® ..o,

Spread®® .o
Turkish Lira......ccccccceeneen
Foreign Currency

M

2009 2010 2011
(TL thousands, except percentages)

4,867,488 4,581,875 4,561,800
4,361,773 4,193,808 4,140,671
505,715 388,067 421,129
5.6% 4.3% 3.7%

4.0% 3.2% 2.8%

4.9% 3.4% 2.9%

1.4% 1.3% 1.4%

Margin represents net interest income as a percentage of average interest earning assets. Reserves held at the Central Bank have

been excluded from interest-earning assets. Interest income from the Central Bank has been excluded from net interest income.

(@)
3)

from interest-earning assets. Demand deposit accounts are not included in interest-bearing liabilities.

B. Net Changes in Interest Income and Expense — Volume and Rate Analysis

Spread represents the difference between the average rate of interest earned on interest-earning assets and the average rate of
interest accrued on interest-bearing liabilities.
Average balances are calculated from daily balances and do not include interest accruals. Central Bank balances are excluded

The following tables (derived from the Bank’s management accounts) provide a comparative analysis of changes in
net interest income and interest expense by reference to changes in average volume and rates for the three years ended
December 31, 2009, 2010 and 2011. Net changes in net interest income are attributed to either changes in average balances
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(volume changes) or changes in average rates (rate changes) for interest-earning assets and sources of funds on which interest
is received or expensed. Volume change is calculated as the change in volume multiplied by the previous rate, while rate
change is the change in rate multiplied by the previous volume. The rate volume change (change in rate multiplied by change
in volume) is allocated between volume change and rate change at the ratio each component bears to the absolute value of
their total. Average balances represent the average of the daily balances for the respective year. The Bank does not separately
track short-term and long-term interest expense for purposes of calculating net interest income and interest expense. For
purpose of the following tables, non-performing loans have been treated as non-interest-earning assets.

2011/2010
Increase (decrease) due to changes in
Volume Rate Net Change

(TL thousands)
Interest Income

Total Performing LOANS.......c.cceveeeieiieeeiseseeesie e 1,810,958 (645,750) 1,165,208
Performing Loans in Turkish Lira.........cccccevircvevienceennnnn. 1,188,865 (547,963) 640,902
Performing Loans in Foreign Currency........c..ccccocceuevuennen. 445,166 79,140 524,306

TOtal SECUIHIES ...ttt (10,505) 64,978 54,473
Securities in Turkish Lira........cccccoooviiiveieiiiiieiceeeceiieeene 162,355 (58,668 103,687
Securities in Foreign Currency........ccceceeeereeieneeniencenenn (75,946) 26,732 (49,214)
Total interest inCome..................oooovvvviiieiiiiiiiieeeeeees 1,800,453 (580,772) 1,219,681

Interest Expense

Deposits (other than demand deposits) .......c.ccceeevererierienne. 683,003 35,539 718,542
Deposits in Turkish Lira.......ccccoeeerieciinienieieeeee e 538,534 (99,158) 439,376
Deposits in Foreign Currency........oceeevevverreeieseevesevennenns 106,434 172,732 279,166

FUNAS BOIrOWEd .......cooiiiiiiere s 2,579 (284,373) (281,794)
Funds Borrowers in Turkish Lira..........ccccooeevienieieneennne. (217,292) (128,327) (345,619)
Funds Borrowed in Foreign Currency...........ccocoovevuevnn... 47,196 16,629 63,825
Total interest eXpense.............cccoecuveviereeniieniiccecnieeee. 685,582 (248,834) 436,748
Net change in net interest income .................................. 1,114,871 (331,938) 782,933

2010/2009
Increase (decrease) due to changes in
Volume Rate Net Change
(TL thousands)

Interest Income

Total Performing LOANS.......cccoveveveieiieeeisiieeeeeee s 1,838,805 (2,763,686) (924,773)
Performing Loans in Turkish Lira........ccccceceveivienieiienncnnn 1,523,805 (2,452,415) (928,611)
Performing Loans in Foreign Currency..........cccceceeercnnne. 20,627 (16,790) 3,837

TOtal SECUITIES ....viveiieeeteete e e 986,169 (336,531) 649,638
Securities in Turkish Lira.......cc.ccoovvvveeiiieiiiiiiiiecccieeeens 1,195,186 (368,738) 826,448
Securities in Foreign Currency.........cceceeeereeieneenieneenenn (45,207) (131,603) (176,810)
Total interest income....................coooviviiiiieiiiieee e, 2,825,082 (3,100,217) (275,135)

Interest Expense

Deposits (other than demand deposits) .......c.ceeveeveevieiennene. 1,870,016 (2,178,904) (308,888)
Deposits in Turkish Lira........ccccoeeevenieniinienieieeeieneneen 63,745,965 (64,003,377) (257,412)
Deposits in Foreign Currency.........ccoeeervereeneeeenieeneneenn. 41,400 (92,876) (51,476)

FUNAS BOIrrOWEd ..ot (48,411) (26,631) (75,042)
Funds Borrowers in Turkish Lira........cccccoveviineniinnnnns (81,341) 42,121 (39,220)
Funds Borrowed in Foreign Currency..............ccccocoevune... (10,090) (25,732) (35,822)
Total interest €XPense...........cccvevueeierieeiieneeneenieeieeneenens 1,821,605 (2,205,535) (383,930)
Net change in net interest income ........................co......... 1,003,477 (894,682) 108,795
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C. Certain Group Information

The following table presents certain selected financial ratios of the Group for the three years ended December 31,
2009, 2010 and 2011. Averages are calculated from quarterly data.

2009 2010 2011
(TL thousands, except percentages)

Net Profit (attributable to equityholders of the Group)........ccccevvveveerernnne. 2,497,629 2,939,156 2,271,539
AVETAZE TOLA] ASSELS 1..vivviinriiieiieieieete ettt sttt e 118,987,688 139,119,978 168,868,820
Average shareholders’ equity!") ............ccccooovvireoeieeeeeeeeeeeeeeee e 11,813,763 14,570,525 17,147,975
Net Income as a percentage of:

AVerage total aSSELS.........ccuevieieiiiiiieiiiet et 2.10% 2.11% 1.35%

Average shareholders’ equity ........ccccocevvevirininieiniiniieenec e 21.14% 20.17% 13.25%
Average shareholders’ equity as a percentage of average total assets........ 9.93% 10.47% 10.15%
Dividend pay-out ratio (Bank-only)........cc.cccccveviiciniiininininnciincnceee. 23.2% 23.2% 20.3%

(1)  Excluding minority shares.

II. Investment Portfolio

The Group’s securities portfolio comprises trading securities (i.e., debt and equity securities that the Group
principally holds for the purpose of short-term profit taking, which are reflected on the balance sheet as “financial assets at
fair value through profit or loss”) and investment securities (i.e., held-to-maturity securities and available-for-sale securities).
The Group also enters into purchases (sales) of securities under agreements to resell (repurchase) substantially identical
investments at a certain date in the future at a fixed price. Securities sold under repurchase agreements continue to be
recognized in the balance sheet and are measured in accordance with the accounting policy for the related security portfolio
as appropriate. The Group’s portfolio of marketable securities consists primarily of Turkish government securities (including
bonds, treasury bills and eurobonds) denominated in Turkish Lira, US Dollars and Euro.

As of December 31, 2011, the size of the Group’s aggregate securities portfolio decreased by 6.0% to TL 48,721
million from TL 51,814 million as of December 31, 2010, which in turn increased 14.9% from TL 45,078 million as of
December 31, 2009. In 2010, the Bank’s securities portfolio increased as a function of growth in the balance sheet; however,
the growth in the loan portfolio was higher than the growth in the securities portfolio In 2011, the Bank continued to change
the composition of the asset side of the balance sheet in favor of the loan portfolio in order to meet the increasing demand for
loans arising from the solid growth in GDP.

Pursuant to market practice, the Group pledges securities to acquire funding under security repurchase agreements.
The securities so pledged amounted to TL22,812 million as of December 31, 2011, TL 12,419 million as of December 31,
2010 and TL 13,459 million as of December 31, 2009, comprising 46.8%, 24.0% and 29.9%, respectively, of the Group’s
securities portfolio on such dates. Such securities are included in the tables in this section.

A. Book Value of Investments

The following table sets out a breakdown of securities (on a book-value basis) held by the Group as of the dates
indicated:

89



As of December 31,

2009 2010 2011
(TL thousands)
Available-for-sale portfolio............ 30,559,433 36,181,207 33,557,066
Held-to-maturity portfolio.............. 13,347,307 14,070,629 13,707,432
Trading portfolio........ccecevverennnnne 1,171,536 1,562,495 1,456,432
Total........occoooviiiiie e, 45,078,276 51,814,331 48,720,930

The following table sets out the Group’s total consolidated securities portfolio in Turkish currency and in foreign
currencies as of the dates indicated:

As of December 31,
2009 2010 2011
(TL thousands)
TL-denominated SECUTIILIES ........ccuveeevuveeeeiiieeeeieeeeeiree e 32,351,526 40,996,876 37,308,965
Foreign currency-denominated and indexed securities.......... 12,726,750 10,817,455 11,411,965
Total securities..............oooveiiiiiiiniiieiee e 45,078,276 51,814,331 48,720,930

The following table sets out the Group’s total consolidated securities portfolio by type of investment as of the dates
indicated:

As of December 31,
2009 2010 2011
(TL thousands)
Turkish government debt securities'.............. 40,999,956 47,388,768 45,108,289
Other marketable debt securities...................... 3,944,879 4,107,428 3,388,133
Equity shares .........ccccoeeevenininciieiccciee 133,441 318,135 224,508
Total securities ............ccccoeevevnencineenn, 45,078,276 51,814,331 48,720,930

(1) Government debt securities include government bonds, treasury bills and eurobonds.
Investment Portfolio

As noted above, investment securities comprise held-to-maturity securities and available-for-sale securities. Held-to-
maturity securities are financial assets with fixed or determinable payments and fixed maturities that the Group intends and
has the ability to hold to maturity. Available-for-sale securities are financial assets that are not held for trading purposes or
held-to-maturity. Available-for-sale instruments include certain debt and equity investments. The Group classifies investment
securities depending upon the intention of management at the time of the purchase thereof, though such can be re-classified if
the intention of management later changes.

As of December 31, 2011, the size of the Group’s investment portfolio decreased by 5.9% to TL 47.3 billion from
TL 50.3 billion as of December 31, 2010, which itself was an increase of 14.5% from TL 43.9 billion as of December 31,
2009. The increase in the Group’s investment portfolio over 2010 was driven by interest rate reductions by the Central Bank,
which reduced the Bank’s cost of funds, and the Bank’s low inflation expectations, both of which signalled enhanced yield
on the Group’s securities portfolio. The decrease in 2011 was a result of a change in the composition of the asset side of the
balance sheet as the Bank preferred to increase its loan portfolio (rather than the securities portfolio) in order to meet the
increasing demand for loans arising from the solid growth in GDP. As a result of strong domestic demand and relatively
higher return opportunities, the share of the Group’s total assets represented by its loan portfolio increased during 2010 and
2011, while the share of the Group’s investment portfolio decreased during the same period. The relative increase of the
Group’s loan portfolio and relative decrease of the Group’s investment portfolio was in line with general trends within the
Turkish banking sector.

Available-for-Sale Portfolio. The Group’s portfolio of available-for-sale securities consists of Turkish government

bonds and treasury bills, Turkish private sector bonds and eurobonds, foreign eurobonds and equity shares. The following
table sets out certain information relating to the Group’s portfolio of available-for-sale securities as of the dates indicated:
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As of December 31,

2009 2010 2011
(TL thousands, except percentages)
Turkish government debt securities™....... 28,014,466 91.67% 32,283,794 89.23% 30,445,391 90.73%
Other marketable debt securities............... 2,501,209 8.18% 3,825,206 10.57% 3,040,788 9.06%
Equity shares.........ccocevevieninenicnceicen 43,758 0.14% 72,207 0.20% 70,887 0.21%
Total available-for-sale portfolio ........ 30,559,433 100.00% 36,181,207 100.00% 33,557,066 100.00%

(1) Government debt securities include government bonds, treasury bills and eurobonds.

As of December 31, 2011, the size of the Group’s available-for-sale securities portfolio decreased by 7.3% to
TL 33,557,066 thousand from TL 36,181,207 thousand as of December 31, 2010, itself an increase of 18.4% as compared to
TL 30,559,433 thousand as of December 31, 2009. In 2010, the Bank’s securities portfolio increased as a function of growth
in the balance sheet; however, the growth in the loan portfolio was higher than the growth in the securities portfolio. In 2011,
the Bank continued to change the composition of the asset side of the balance sheet in favor of the loan portfolio in order to
meet the increasing demand for loans arising from the solid growth in GDP.

The average interest rates on the Group’s available-for-sale securities portfolio as of June 30, 2012 were: (a) for
Turkish Lira-denominated securities, 9.33% (8.66% for the year ended December 31, 2011), (b) for US Dollar-denominated
securities, 4.80% (4.27% for the year ended December 31, 2011), and (c) for Euro-denominated securities, 4.59% (4.41% for
the year ended December 31, 2011).

Held-to-Maturity Portfolio. The Group’s portfolio of held-to-maturity securities consists principally of TL-
denominated Turkish government bonds and treasury bills, foreign currency-indexed Turkish government bonds, Turkish
government eurobonds, foreign private sector bonds and corporate eurobonds. The following table sets out certain
information relating to the Group’s portfolio of held-to-maturity securities as of the dates indicated:

As of December 31,

2009 2010 2011
(TL thousands, except percentages)
Turkish government debt securities™........... 12,009,230 89.97% 14,052,833 99.87% 13,686,705  99.85%
Other marketable debt securities................... 1,338,077 10.03% 17,796 0.13% 20,727 0.15%
Total held-to-maturity portfolio ............. 13,347,307 100.00% 14,070,629 100.00% 13,707,432 100.00%

(1) Government debt securities include government bonds, treasury bills and eurobonds.

As of December 31, 2011, the size of the Group’s held-to-maturity securities portfolio decreased by 2.6% to
TL 13,707,432 thousand from TL 14,070,629 thousand as of December 31, 2010, itself an increase of 5.42% as compared to
TL 13,347,307 thousand as of December 31, 2009. The change in 2011 was attributable to the redemption of marketable
securities. The increase in 2010 was attributable to the Bank’s decision to purchase securities for investment purposes.

The average interest rates on the Group’s held-to-maturity securities portfolio as of June 30, 2012 was: (a) for
Turkish Lira-denominated securities, 13.09% (13.13% for the year ended December 31, 2011), (b) for US Dollar-
denominated securities, 0.05% (7.42% for the year ended December 31, 2011), and (c) for Euro-denominated securities,
0.75% (0.75% for the year ended December 31, 2011).

Trading Portfolio

As noted above, trading securities are debt and equity securities that the Group principally holds for the purpose of
short-term profit taking. These include investments and derivative contracts that are not designated as effective hedging
instruments under Turkish law. All trading derivatives in a net receivable position (positive fair value) are reported as trading
assets, whereas all trading derivatives in a net payable position (negative fair value) are reported as trading liabilities. The
Group’s portfolio of trading securities principally comprises Turkish government debt, investment participation bills and
equity. The Group acts as a market-maker for Turkish government debt.
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After initial recognition, securities that are classified as held-for-trading are measured at estimated fair value.
Changes in the estimated fair value are included in the Group’s BRSA Financial Statements of income included elsewhere in
this Offering Circular within gains less losses from securities. In determining estimated fair value, trading securities are
valued at the last trade price (if quoted on an exchange). When market prices are not available, fair value is determined by the
internal rate of return method.

The following table sets out a breakdown of the Group’s trading portfolio as of the dates indicated:

As of December 31,

2009 2010 2011
(TL thousands, except percentages)
Turkish government debt securities'....... 976,260  83.33% 1,052,141 67.34% 976,193  67.03%
Other marketable debt securities............... 105,593 9.01% 264,426 16.92% 326,618 22.43%
Equity Shares.......c.ccocoveevevincciencncncnee. 89,683 7.66% 245,928 15.74% 153,621 10.55%
Total trading portfolio......................... 1,171,536  100.00% 1,562,495 100.00% 1,456,432 100.00%

(1) Government debt securities include government bonds, treasury bills and eurobonds.

As of December 31, 2011, the size of the Group’s trading securities portfolio decreased by 6.8% to TL 1,456,432
thousand from TL 1,562,495 thousand as of December 31, 2010, itself an increase of 33.4% as compared to TL 1,171,536
thousand as of December 31, 2009. The change in the trading securities portfolio is attributable to the actions taken by the
Group to benefit from price or rate changes and to meet demand from clients.

The average interest rates on the Group’s trading securities portfolio as of June 30, 2012 were: (a) for Turkish Lira-
denominated securities, 10.99% (10.97% for the year ended December 31, 2011), (b) for US Dollar-denominated securities,
6.83% (7.70% for the year ended December 31, 2011), and (c) for Euro-denominated securities, 3.17% (4.10% for the year
ended December 31, 2011).

B. Maturities of Investments

The following tables set out the maturities of the securities in the Group’s securities portfolio (excluding equity
shares but including accrued interest) as of year-end 2011.

As of December 31, 2011
After 1 year After 5 years After 10
1 year or less through 5 years  through 10 years years Total
(TL thousands)
Available-for-sale securities ... 6,860,882 12,550,007 12,867,398 1,098,842 33,377,129
Held-to-maturity securities ..... 3,004,244 10,622,359 20,829 - 13,707,432
Trading securities.................... 260,208 731,297 136,182 1,517 1,129,204
Total ..., 10,185,334 23,903,663 13,024,409 1,100,359 48,213,765

C. Investment Concentrations

As of December 31, 2011, the Group did not hold debt securities of any one issuer that (in the aggregate) had a book
value in excess of 10% of the Group’s shareholders’ equity, other than securities issued by the Turkish government. As of
December 31, 2011, the Group’s TL 45,108,289 thousand of Turkish government securities represented 222.09% of the
Group’s shareholders’ equity.

D. Equity Participations and Investments in Associates
The regulation on the “Communiqué Related to the Preparation of Consolidated Financial Statements of Banks,”
published in the Official Gazette dated November 8, 2006 Nr. 26340 was amended by the “Communiqué on Changing the

Communiqué Related to the Preparation of Consolidated Financial Statements of Banks,” which was published in the Official
Gazette dated January 23, 2011 Nr. 27824. Within the framework of this amending regulation, the Bank’s subsidiaries Camis
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Menkul Degerler A.S., Is Factoring Finansman Hizmetleri A.S., Is Girisim Sermayesi Yatirnm Ortakligi A.S., Is Portfoy
Yénetimi A.S., Is Yatirrm Ortaklig1 A.S., Maxis Securities Ltd., TSKB Gayrimenkul Yatirim Ortakhigi A.S., TSKB Yatirim
Ortakligi A.S. and Yatirm Finansman Menkul Degerler A.S., which are qualified as credit institutions or financial
institutions and whose assets do not exceed one percent of the Bank’s total assets or whose share totals do not exceed five
percent of the Bank’s total assets and that were not consolidated prior to December 31, 2009, have been consolidated since
December 31, 2010. In addition, Efes Varlik Yonetim A.S. and Is Invest Gulf Ltd., which commenced their operations in
February and July 2011, respectively, and isbank Russia, which was acquired in April 2011, have been consolidated since
such dates. There are no subsidiaries qualified as credit institutions or financial institutions excluded from consolidation.
Further information on the Bank’s subsidiaries and associates is included in “Business of the Group — Subsidiaries and
Affiliates.”

Under the line-by-line method, the assets, liabilities, income and expenses and off-balance sheet items of
subsidiaries are combined with the equivalent items of the Bank on a line-by-line basis. The book value of the Bank’s
investment in each of the subsidiaries and the Group’s portion of equity of each subsidiary are eliminated. All significant
transactions and balances between the Bank and its consolidated subsidiaries are eliminated reciprocally. Minority interests in
the net income and in the equity of consolidated subsidiaries are calculated separately from the Group’s net income and the
Group’s shareholders’ equity. Minority interests are presented separately in the balance sheet and in the income statement.

Arap Tiirk Bankasi A.S. is the only associate that is consolidated using the equity method. The equity method is an
evaluation method for associates, by which the book value of the Bank’s share in the associate’s equity is increased or
decreased by the proportional share of the Bank in the change in the associate company’s equity and the dividends received
by the Bank are deducted.

II1. Loan Portfolio

Loans and advances to customers represent the largest component of the Group’s assets. As of December 31, 2011,
the Group’s total cash loans net of allowance for possible losses equaled TL 99 billion, or 53.8% of total assets (when
including non-cash loans, TL 126.2 billion, representing 68.63% of total assets). In addition to loans, the Group had
outstanding as of December 31, 2011 guarantees amounting to TL 19.9 billion, acceptances amounting to TL 500 million and
letters of credit amounting to TL 5.8 billion. As discussed below, there are several important characteristics of the Group’s
loan portfolio, including diversification based upon sector, type of borrower, maturity, currency and geography.

As of December 31, 2011, the Group’s net cash total loans and advances to customers, less allowance for possible
losses, amounted to TL 99.0 billion, which represented 53.8% of the Group’s total assets, compared to TL 69.1 billion
(45.80% of the Group’s total assets) as of December 31, 2010 and TL 52.8 billion (40.9% of the Group’s total assets) as of
December 31, 2009. The Group’s portfolio of cash total loans and advances to customers, less allowance for possible losses,
increased by 43.36% as of December 31, 2011 compared to year-end 2010 after having increased by 30.93% in 2010. The
contribution of foreign currency-denominated loans to these increases was much higher than that of Turkish Lira-
denominated loans in both 2010 and 2011 — foreign exchange-denominated loans grew by 42.9% and 62.2% in 2010 and
2011, respectively, whereas Turkish Lira-denominated loans grew by 25.4% and 33.4% in 2010 and 2011, respectively.
Appreciation in the value of foreign exchange also contributed to foreign exchange-denominated loan growth in 2010 and
2011. When the impact of the appreciation in foreign exchange is excluded, the increase in foreign exchange-denominated
loans in 2010 and 2011 diminishes to 38.2% and 32.9%, respectively.

As of December 31, 2011, the average effective interest rates charged to borrowers were 4.50% for US Dollars,
5.12% for Euros and 13.99% for Turkish Lira (3.70%, 4.42% and 12.89% and 3.41%, 5.02% and 16.42% as of December 31,
2010 and 2009, respectively).
A. Types of Loans

The Bank’s strategy in lending is to emphasize retail and commercial banking while maintaining its strong presence
in the corporate banking market, maintaining its customer-focused approach and serving its customers better by continuing to

increase its operational efficiency; see “Business of the Group — Strategy.”

Types of Borrowers. The following table sets forth the Group’s performing cash loans, including accrued interest, by
type of loan and the percentage contribution to the total loan portfolio, as of the dates indicated.
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2009 2010 2011

Amount % Amount % Amount %
(TL thousands, except percentages)
Public Sector Loans............. 1,525,045 2.89% 1,866,916 2.70% 2,165,841 2.19%
Private Sector Loans............ 51,235,395 97.11% 67,210,888 97.30% 96,862,281 97.81%
Total Loans........................ 52,760,440  100.00% 69,077,804 100.00% 99,028,122 100.00%

Loans to the public sector comprise mainly project finance loans representing long-term loans extended in relation
to infrastructure construction under the management and guarantee of the Undersecretariat of the Treasury of the Republic of
Turkey. The Group is within the limits imposed by Turkish banking regulations with respect to its exposure to any one
borrower or group of borrowers, including to Group companies. According to the Banking Law, the single exposure limit is
set at 20% of a bank’s own funds in the case of a related party group and 25% of a bank’s own funds in the case of a non-
related party group.

As of December 31, 2011, the Bank’s loan portfolio comprised 49.3% corporate (as defined by the Corporate
Definition), 22.3% SME (as defined by the BRSA SME Definition), 20.8% consumer and 7.5% credit card loans.

Sector of Loans. The following table shows the breakdown of the Group’s loan portfolio by sector as of the dates
indicated.

As of December 31,
2009 2010 2011
Amount % Amount % Amount %
(TL thousands, except percentages)

Consumer loans and credit cards ........cccc.... 14,917,445 28% 19,555,341 28% 25,396,253 26%
MOTEZAZE ..ottt 4,303,558 8% 6,279,490 9% 7,945,006 8%
Automobile .......cccoooveeeiiiiieee e, 822,792 1% 882,042 1% 1,148,993 1%
General Purpose.........cccocveveerienieeeneennnne 5,219,383 10% 7,110,657 10% 9,678,264 10%
Retail Credit Cards............ccoeeevveeueeennnne. 4,571,712 9% 5,283,152 8% 6,623,990 7%

Agriculture 644,898 1% 674,835 1% 926,153 1%
Farming and Stockbreeding ..................... 542,426 1% 540,872 1% 764,526 1%
FOTEStIY .ovveiieiieiieieciee e 71,826 0% 94,065 0% 111,629 0%
FiShery ..oooveveeieieeeeeeeee e 30,646 0% 39,898 0% 49,998 0%

Industry 14,063,689 27% 18,929,135 27% 28,113,807 28%
Mining and QUAarrying.............cceevvevvernenn. 821,534 2% 413,241 1% 671,406 1%
Manufacturing...........ceeveeevereresienienennns 10,691,121 20% 14,584,590 21% 20,638,107 20%
Electricity, Gas, Water..........ccoeevevveennenne. 2,551,034 5% 3,931,304 5% 6,804,294 7%

Construction 2,655,880 5% 3,346,304 5% 5,164,107 5%

Services 18,323,324 35% 24,450,671 35% 36,533,847 37%
Wholesale and Retail Trade...................... 7,382,220 14% 9,572,247 14% 13,874,891 14%
Hotel and Restaurant Services ................. 807,097 1% 1,113,000 2% 2,209,086 2%
Transportation and Communication......... 4,765,687 9% 5,329,239 8% 8,368,998 9%
Financial Institutions..........cccccceevvveevneenn. 2,605,450 5% 4,264,726 6% 4,969,885 5%
Real Estate and Rental Services............... 1,153,852 2% 2,317,024 3% 4,074,087 4%
Self-Employed Services..........cccceeeveneenne. 836,280 2% 964,109 1% 1,953,465 2%
Educational Services.........oocvevevvveeeunnenn. 352,217 1% 397,087 0% 463,861 0%
Health and Social Services....................... 420,521 1% 493,239 1% 619,574 1%

Other 2,155,204 4% 2,121,518 4% 2,893,955 3%

Performing Loans 52,760,440 100% 69,077,804 100% 99,028,122  100%

Leasing Receivables..........cccevvvvenieniencennenne. 931,016 963,265 1,376,390

Non-performing Loans.............ccccceeeueverrnnn.n. 2,817,823 2,463,597 2,109,419

Total Loans and Advances to Customers.... 56,509,279 72,504,666 102,513,931

Allowance for Loan LoSSes..........ocovveevevenenne. (2,817,823) (2,463,597) (2,109,419)

Net Loans and Advances to Customer ........ 53,691,456 70,041,069 100,404,512
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Geographic Region of Loans. For each of 2009, 2010 and 2011, the share of domestic Turkish loans was
approximately 97%. Of the loans made to borrowers outside Turkey, there was no material concentration in any one country
over these periods. The following table (derived from the Bank’s management accounts) shows the geographic distribution of
the Bank’s loan portfolio (by location of the branch) as of the dates indicated

As of December 31,
2009 2010 2011
Amount % Amount % Amount %
(TL thousands, except percentages)
Aegean Region..........ccoeuveuenenne., 4,076,643 7.72% 6,328,484 9.16% 8,912,877 9.00%
Black Sea Region..........c..ccu....... 1,956,934 3.71% 2,941,094 4.26% 3,936,698 3.98%
Central Anatolia Region.............. 8,115,433 15.38% 12,606,210 18.25% 19,095,771 19.28%
Eastern Anatolia Region ............. 700,927 1.33% 1,040,284 1.51% 1,459,780 1.47%
Marmara Region ...............ce.n..... 24,020,102 45.53% 31,034,960 44.92% 44,671,083 45.11%
Mediterranean Region................. 3,566,213 6.76% 5,567,809 8.06% 8,640,521 8.73%
Southeastern Anatolia Region..... 1,198,835 2.27% 2,066,191 2.99% 3,269,489 3.30%
International ..............cocccoveuenenene, 9,125,353 17.30% 7,492,772 10.85% 9,041,903 9.13%
Total Performing Loans ........... 52,760,440 100.00% 69,077,804  100.00% 99,028,122  100.00%
Non-Performing Loans ............... 2,817,823 2,463,597 2,109,419
Total Loans..............cccoceevernnne. 55,578,263 71,541,401 101,137,541
Allowance for Loan Losses......... 2,817,823 2,463,597 2,109,419
Total Net Loans....................... 52,760,440 69,077,804 99,028,122

Currency of Loans. As of December 31, 2011, foreign currency risk-bearing loans comprised 43.79% of the Group’s
loan portfolio (of which U.S. Dollar-denominated obligations were the most significant), compared to 39.6% as of
December 31, 2010 and 37.44% as of December 31, 2009.

The following table sets out an analysis by currency of the exposure of the Group’s performing cash loan portfolio
(including interest and other accruals) as of the dates indicated:
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As of December 31,
2009 2010 2011
(TL thousands, except percentages)

Cash Loans

Turkish Lira......ccceevrnneneene 36,093,418 54.67% 45,265,560 52.94% 60,393,116 47.84%
Foreign Currency ................ 16,667,022 25.24% 23,812,244 27.85% 38,635,006 30.61%
US Dollars........cccueenee. 10,827,988 16.40% 15,561,571 18.20% 25,570,211 20.26%

EUIO oo 5,707,793 8.64% 8,105,126 9.48% 12,519,927 9.92%
Other.....oooveeevieeieeiee. 131,241 0.20% 145,547 0.17% 544,868 0.43%

Total Cash Loans .................... 52,760,440 79.91% 69,077,804 80.79% 99,028,122 78.45%

Non-cash Loans

Letters of Guarantee ........... 9,952,646 15.07% 12,464,904 14.57% 19,924,273 15.78%
Turkish Lira.................... 5,274,031 7.99% 6,856,759 8.02% 10,195,804 8.07%
Foreign Currency............ 4,678,615 7.08% 5,608,145 6.55% 9,728,469 7.71%
Acceptance Credits.............. 151,195 0.23% 211,538 0.25% 500,455 0.40%
Turkish Lira..........c......... 2,997 0.00% 3,922 0.00% 3,628 0.00%
Foreign Currency............ 148,198 0.23% 207,616 0.25% 496,827 0.40%
Letters of Credit........cceeeeeunes 2,775,336 4.20% 3,380,888 3.95% 5,761,529 4.56%
Turkish Lira..........c......... — 0.00% — 0.00% — 0.00%
Foreign Currency............ 2,775,336 4.20% 3,380,888 3.95% 5,761,529 4.56%
Other Guarantee.................. 387,291 0.59% 372,685 0.44% 1,021,974 0.81%
Turkish Lira.................... 127,606 0.19% 32,811 0.04% 40,835 0.03%
Foreign Currency............ 259,685 0.40% 339,874 0.40% 981,139 0.78%

Total Non-cash Loans............. 13,266,468 20.09% 16,430,015 19.21% 27,208,231 21.55%
Total Loans ............cccccoeeenen. 66,026,908 100.00% 85,507,819 100.00% 126,236,353  100.00%

Lower inflation and reduced fluctuation in interest rates, together with a gradual decline in interest rates, have led to
greater confidence in the banking system and an increase in TL-denominated loans. Retail loans, which are a growing portion
of the Group’s total loans, are generally denominated in Turkish Lira; however, the Bank’s management believes that
investment loans, which are longer term loans, are likely to remain denominated in foreign currencies.

B. Maturities and Sensitivities of Loans to Changes in Interest Rates

The Group provides financing for various purposes, although the majority of loans are retail loans and loans for
working capital purposes. On a Bank-only basis, the average maturity for TL-denominated retail loans was 45 months as of
December 31, 2011; however, as demand for longer-term financing from existing customers and other high-quality corporate
credits increases, the Bank’s management expects that the maturity profile of the Group’s loan portfolio will also increase. As
of December 31, 2011, the Group’s loans with remaining maturities over one year but through five years and over five years
composed 37.2% and 10.1%, respectively, of the Group’s total loans and advances to customers.

The following tables set out certain information relating to the maturity profile of the Group’s cash loan portfolio
and guarantee portfolio (based upon scheduled repayments) as of the dates indicated, including accrued interest. Also

included for the cash loans is the share thereof that are fixed rate loans and floating rate loans.

Fixed Floating

1 year or After 1 year After 5 Rate Rate
less through 5 years years Total Loans % Loans %
Cash Loans (TL thousands)
December 31, 2009............ 31,322,903 18,643,055 2,794,482 52,760,440 49.11% 50.89%
December 31, 2010"......... 37,677,869 25,147,680 6,583,575 69,409,124 54.58% 45.42%
December 31,20117......... 52,468,264 36,955,939 10,008,572 99,432,775 53.41% 46.59%

(1) Includes factoring receivables.
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1 year or

less After 1 year Total
Guarantees"’ (TL thousands)
December 31, 2009.........ccccoeeenee 11,169,702 2,096,766 13,266,468
December 31, 2010......ccccoeveeenee 11,849,974 4,580,041 16,430,015
December 31, 2011 ...ccooeieenee 19,865,153 7,343,078 27,208,231

(1) Includes acceptance credits and export commitments.

In line with its lending strategy, typically the Group does not lend frequently on terms with a maturity in excess of
one year except for mortgages and project financings. Although the Group’s loans have a relatively short maturity, many are
rolled over at the end of their maturity

C. Risk Elements

If the collectability of any loan or receivable is identified as limited or doubtful by the Group’s management, then
the Group provides general and specific provisions in accordance with the applicable law. Turkish regulations require
Turkish banks to provide: (a) a general loan loss reserve calculated at 1% of their total standard cash loan portfolio plus 2%
of their watch-list cash loan portfolio and comprising any loan that is considered to be a cash loan pursuant to the applicable
banking law provisions and (b) a general reserve calculated at 0.2% of their total standard non-cash loan portfolio (letters of
guarantee, acceptance credits, letters of credit, undertakings and endorsements) plus 0.4% of their watch-list non-cash loan
portfolio. Furthermore, regulations also require the banks to provide general reserves of: (i) 5% of their standard cash loan
portfolio and watch list cash loan portfolio whose loan conditions will be amended in order to extend the first payment
schedule, (ii) 4% for standard and 8% for watch list consumer loans (other than auto loans and housing loans), all applicable
to banks whose ratio of consumer loans to total loans is above 20% or those having a ratio of non-performing debts to the
related total loans above 8% in relation to consumer loans (other than auto loans and housing loans) and (iii) 10% for
standard and watch list consumer loans (other than auto loans and housing loans) whose loan conditions will be amended in
order to extend the first payment schedule, all applicable to banks whose ratio of consumer loans to total loans is above 20%
or those having a ratio of non-performing debts to the related total loans above 8% in relation to consumer loans (other than
auto loans and housing loans). The amount of the specific provision required for non-performing loans depends in part upon
the type of collateral, but at a minimum 20% of the principal amount of a loan is required to be reserved for loans between
three and six months overdue, 50% for loans between six and 12 months overdue and 100% after one year.

The Bank’s policy is to provide fully (at a rate of 100%) for its non-performing loan portfolio; however, on
September 20, 2012 the Bank announced that its board of directors authorized the Bank’s management to change this policy
to one that only need comply with the provisioning levels required by law; it being understood that such legal requirements
impose minimum provisions depending upon the category of the non-performing loan, including special provisions in the
amounts of 20%, 50% and 100%, respectively, being required to be set aside for loans and receivables in Groups III, IV and
V (see “Turkish Regulatory Environment — Loan Loss Reserves”). As of June 30, 2012, 8.8%, 16.1% and 75.1% of the
Bank’s non-performing loan portfolio was categorized in Groups III, IV and V, respectively, and thus this change of policy
would (if in place as of such date) have had a limited effect (particularly for Group V, which by regulation requires 100%
provisions). The Bank’s management is analyzing what changes to make as a result of this authorization, including when
considered in the context of each borrower’s collateral and NPL category. Should the Bank determine to follow legal
requirements, then (as specific provisions result in a booking of an expense) such a reduction in provisions would result in a
corresponding increase in the Bank’s capital levels. The provision made during the year is charged against the profit for the
year. Loans that cannot be recovered are written-off and charged the allowance for loan losses. Recoveries of amounts
previously provided for are treated as a reduction from provision for loan losses for the year.

Non-performing loans amounted to 2.1% of total loans of the Group as of December 31, 2011.
1. Nonaccrual, Past Due and Restructured Loans

The following table sets out the composition of the Group’s total non-performing loans, past due but not impaired
loans and loans with renegotiated terms as of the dates indicated:
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As of December 31,

2009 2010 2011
(TL thousands)
NON-performing ..........cecevveereereenieeeeneeieneenenes 2,817,823 2,463,597 2,109,419
Past due but not impaired..........ccceeceeverienieencnne. 1,094,193 727,849 715,446
Loans with renegotiated terms.........cccccecveueeenenne. 1,146,733 782,208 1,317,855
Total.....cooooviiie e 5,058,749 3,973,654 4,142,720

A loan is categorized as non-performing when interest, fees or principal remain unpaid 90 days after the due date. A
loan is categorized as past due but not impaired when interest, fees or principal remain unpaid 31 to 90 days after the due
date. A non-performing loan can be restructured (i.e., “loans with renegotiated terms”) and transferred to the “Renewed and
Restructured Loans Account” when it meets the following conditions: (a) 15% of the principal amount has been repaid and
(b) interest, fees and principal are paid on a regular and timely basis for a 180 day period. If the borrower fails to comply with
the terms of the restructuring agreement, then the loan can be restructured one additional time on condition that at least 20%
of the remaining principal is collected every year.

2. Potential Problem Loans

As of December 31, 2011, there were no material amount of loans that are not included in the preceding table but for
which information known to the Group about possible credit problems caused the Bank’s management to have serious doubts
as to the ability of the applicable borrower(s) to comply with the loan repayment terms and that may result in disclosure of
such loans in the above table for future years. See “~-Summary of Loan Loss Experience” below.

3. Loan Concentrations

As of December 31, 2011, the Group’s loan portfolio did not contain any concentration of credits that exceeded 10%
of its total loans that are not otherwise already disclosed as a category of loans pursuant to “Types of Loans” above. For the
purposes of this paragraph, loan concentrations are considered to exist when there are credits to a multiple number of
borrowers engaged in similar activities that would cause them to be similarly impacted by economic or other conditions.

From an individual borrower perspective, as of December 31, 2011, the gross cash loans to the Bank’s ten largest
group customers represented approximately 16.6% of its gross loan portfolio, compared to 18.0% as of December 31, 2010
and 19.2% as of December 31, 2009. In recent years, as a result of improvements in the Turkish economy, the percentage of
smaller loans in the loan portfolio has been on an increasing trend.

D. Other Interest-Earning Assets

As of December 31, 2011, the Group’s other interest-earning assets did not include any non-loan assets that would
be included in III.C.1. (“Nonaccrual, Past Due and Restructured Loans™) or III.C.2. (“Potential Problem Loans”) above if
such assets were loans.

IV. Summary of Loan Loss Experience

The Bank’s credit monitoring department provides monthly reports to the Bank’s board of directors detailing all
aspects of its credit activity, including the number of new problem loans, the status of existing non-performing loans and
collections. The Bank’s senior management pays close attention to the timeliness of debt repayments and the classified loans
and contingent liabilities. Prompt action is taken by the appropriate departments having responsibility for supervising and
monitoring loan repayments if any principal or accrued interest repayment problems arise. Any overall deterioration in the
quality of the Group’s loan portfolio or increased exposure relating to off-balance sheet contingent liabilities is brought to the
attention of the Bank’s board of directors.

The determination of whether a repayment problem has arisen is based upon a number of objective and subjective

criteria, including changes to the borrower’s turnover in accounts held by the Group, changes to the borrower’s economic and
financial activity giving rise to the suspicion that a loan is not being used for its original purpose, applications to change
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credit terms, failure of the borrower to fulfill the terms and conditions of its loan agreement and refusal of a borrower to
cooperate in supplying current information.

The Group classifies its loan portfolio in accordance with current Turkish banking regulations in its BRSA Financial
Statements. See “Turkish Regulatory Environment.” In accordance with the applicable regulations, the Group makes specific
allowances for possible loan losses. Minimum ratios of special provisions for loans with limited recovery, suspicious
recovery and that are considered as loss are 20%, 50% and 100%, respectively. Collateral can also be taken into consideration
in the calculation of special provisions. As noted above, a loan is categorized as non-performing when interest, fees or
principal remain unpaid 90 days after the due date.

The entire principal amount of non-performing loans is added to provisions. The Group generally does not write-off
non-performing loans, regardless of the amount of time they have been outstanding. When a loan is placed on non-
performing status, interest income ceases to accrue. A non-performing loan is restored to accrual status when all arrears have
been paid and it is considered likely that the customer will continue timely performance. A non-performing loan may also be
restored to accrual status if it is determined that the repayment of principal and interest is reasonably assured on collection,
such as in the case when all amounts due under a loan are fully collateralized by cash or marketable securities and actions
have commenced to foreclose on the collateral; iowever, more typically the Group seeks to collect on non-performing loans
and close its commitments.

As of December 31, 2011, the Turkish banking regulations required Turkish banks to provide a general reserve,
excluding loans in arrears, calculated as 1.0% of the portfolio of loans of a standard nature plus 0.2% of the performing non-
cash loans portfolio plus 2.0% of the portfolio of cash loans performing but under close monitoring plus 0.4% of the portfolio
of non-cash loans under close monitoring.

The Group’s non-performing loans amounted to TL 2,109,419 thousand, TL 2,463,597 thousand and TL 2,817,823
thousand as of December 31, 2011, 2010 and 2009, respectively. The Group’s ratios of non-performing loans to total cash
loans and to total cash and non-cash loans were 2.1% and 1.67%, 3.4% and 2.88%, and 5.1% and 4.27%, respectively, as of
December 31, 2011, 2010 and 2009.

NPL Loan Portfolio by Loan Type

The following table sets forth the Bank’s NPLs by loan type as of the dates indicated:

2009 2010 2011
(TL millions)
Corporate™/SME@ ........cocovvvivreerennnn. 1,726 1,381 1,271
CONSUMET ...ovvviiiiieiiiieieeeeeeeeeeeeeeeeeeeeeeee 444 392 259
Credit Card......cooevveeeeeeiieeeiee e 543 556 385
Overdraft® ..o, 34 35 24
Other/Miscellaneous Receivables.......... 21 43 45
Total......ooooveiieiiiieeeeeee e 2,768 2,407 1,984

(1) As defined by the Corporate Definition.
(2) As defined by the BRSA SME Definition.
(3) Retail portion only.
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Analysis of the Allowance for Loan Losses

The following table sets forth an analysis of the movements in the allowance for specific loan losses for the Group
for each year indicated below:

2009 2010 2011
(TL thousands)
Balances at beginning of year ............. 2,247,381 2,817,823 2,463,597
Additions........cccevevieeiiieiees 1,992,954 1,005,720 988,063
Collections 991,043 1,082,587 1,089,122
Write-offS......ccooviiiiiieiieeee, 431,469 277,359 253,119
Balances at end of year-.................... 2,817,823 2,463,597 2,109,419

The following table sets out certain information relating to the Group’s provisions for losses on cash and non-cash
credit exposure, which form a majority of the general loan loss provisions, as of the dates indicated:

As of December 31,

2009 2010 2011
(TL thousands)
Cash.uiiiiciece e 374,763 602,065 1,142,143
Non-cash commitments and contingencies... 54,079 78,496 119,374
Total ......oooviiii 428,842 680,561 1,261,517

The following table sets out certain information relating to the Group’s non-performing loans and related provisions
as of the dates indicated.

As of December 31,
2009 2010 2011
Total % Total % Total %
NPLs Provision Reserved NPLs Provision Reserved NPLs Provision Reserved
Risk Category
Doubtful........cccuee.e. 1,398,777 1,398,777 100.00% 161,287 161,287 100.00% 213,790 213,790 100.00%
Substantial . 474,859 474,859 100.00% 303,735 303,735 100.00% 209,079 209,079 100.00%
LOSS it 944,187 944,187 100.00% 1,998,575 1,998,575 100.00% 1,686,550 1,686,550 100.00%
Total loans
classified................ 2,817,823 2,817,823 100.00% 2,463,597 2,463,597 100.00% 2,109,419 2,109,419 100.00%
Gross loans............. 55,578,263 55,578,263 71,541,401 71,541,401 101,137,541 101,137,541
Cash loans, net ...... 52,760,440 52,760,440 69,077,804 69,077,804 99,028,122 99,028,122
V. Deposits

Historically, customer deposits have been the Bank’s principal source of funding, which has provided the Group
with a competitive advantage in cost of funds and has contributed to the liquidity in the Group’s balance sheet. The Bank’s
ability to obtain customer deposits is supported by its extensive branch network. With expansion of its deposit base and
growth of the share of its demand deposits among the Bank’s top priorities, Turkish Lira deposits from individuals
constituted 67.40% of the Bank’s total Turkish Lira deposits as of December 31, 2011. Other sources of funding include
(inter alia) deposits from banks, obligations under repurchase agreements and, to a lesser extent, overnight bank deposits.

The Bank’s deposits increased by 11.4% in 2011, which was lower than the sector average, and topped TL 98.3
billion as of December 31, 2011.

As of December 31, 2011, the Bank’s customers in Turkey held more deposits with the Bank in Turkish Lira than in
foreign currency, with 38.6% of the Bank’s total deposits being foreign currency deposits (19.6% denominated in US Dollars
(50.7% of total foreign currency deposits) and 14.9% denominated in Euro (38.5% of total foreign currency deposits)).The
Bank’s management believes that the stable financial sector in Turkey, the government’s willingness to keep the budget
deficit under control and the inflow of portfolio investments into Turkey have enhanced consumer confidence in Turkish Lira
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as a medium of investment. The Bank has benefited from this growth by raising its bank-only market share in TL Deposits
from 13.5% as of December 31, 2009 to 14.0% as of December 31, 2010 to 13.4% as of December 31, 2011.

The following table sets out the Group’s deposits and other sources of funding as of the dates indicated:

As of December 31,
2009 2010 2011
(TL thousands, except percentages)
Turkish Lira deposits ........ccceevverveueriennenns 43,684,501 43.5% 58,510,364 50.5% 59,387,345 41.3%
Foreign currency deposits........cccceeeveeneene 28,370,471 28.3% 29,966,255 25.8% 39,444,651 27.4%
Interbank funds ..........cccooeveviiieiieeee 13,472,637 13.4% 12,969,586 11.2% 22,472,982 15.6%
Funds borrowed" .........c..ccooovvvrrerrrennn. 14,798,944 14.8% 14,478,819 12.5% 22,553,045  15.7%
Total ..o 100,326,553  100.0% 115,925,024 100.0% 143,858,023 100.0%

(1) Including marketable securities issued (consisting of TL and foreign-currency denominated bills and bonds issued by the Bank).

In recent years, the foreign currency distribution of deposits has trended in favor of Turkish Lira as a result of lower
inflation, reduced exchange rate fluctuation and the significant decline in interest rates. For further information on the
Group’s sources of funding, see “Management’s Discussion and Analysis of Financial Condition and Results of Operations —
Liquidity and Funding.”

The Group’s deposits consist of demand and time deposits. Customer current accounts generally bear no interest and
can be withdrawn upon demand. For time deposits, different interest rates are paid on the various types of account offered by
the Group. The Group’s deposits from customers mainly comprise foreign currency deposits, savings, commercial deposits
and obligations under repurchase agreements.

As of December 31, 2011, the Group’s total deposits were TL 98.8 billion, as compared to TL 88.5 billion as of
December 31, 2010 and TL 72.1 billion as of December 31, 2009. The following table sets out a breakdown of the Group’s
deposits from customers and financial institutions, and funds deposited under repurchase agreements, by composition as of
the dates indicated:

As of December 31,
2009 2010 2011
Amount % Amount % Amount %
(TL thousands, except percentages )
Savings deposit in Turkish Lira .......cceceeerveesvrnenne 30,038,275 35.59% 38,274,219 38.31% 40,663,642 34.08%
Demand .......ccoeeeieuirieiieeee e 3,338,969 4,518,478 5,005,140
THIMIE ettt 26,699,306 33,755,741 35,658,502
Foreign currency deposits™ 27,192,550  32.22% 28,773,370  28.80% 37,920,522  31.78%
Demand........cccooooeeeiiiiieiieeeee e 4,561,139 5,323,348 8,775,773
TIME oottt e 22,631,411 23,450,022 29,144,749
Funds deposited under repurchase agreements... 12,344,606 14.63% 11,429,966 11.44% 20,497,152 17.18%
Commercial deposits 7,593,278 9.00% 10,986,940 11.00% 10,732,493 8.99%
Demand........cccoocvveeiiiiieciiecee e 2,823,931 4,008,693 4,521,788
TIME woeeiie e 4,769,347 6,978,247 6,210,705
Bank deposits 1,964,566 233% 2,727,151 2.73% 2,377,727 1.99%
Demand........cccoeevieeiiiiiicieeee e 224,532 279,454 270,076
THIME vttt 1,740,034 2,447,697 2,107,651
Other 5,266,303 6.23% 7,714,939 7.72% 7,137,612 5.98%
Demand........cccoeevieeeiiiiiieieeeee e 483,711 558,920 481,654
THIME et 4,782,592 7,156,019 6,655,958
Total 84,399,578 100.00% 99,906,585 100.00% 119,329,148 100.00%
(1) Excluding bank deposits
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As of December 31, 2011, the average effective interest rates applied to customer deposits were 3.41% for US

Dollars, 2.78% for Euros and 8.45% for Turkish Lira.

The following table sets out a breakdown of the Group’s demand and time deposits from customers as of the dates

indicated:

As of December 31,
2009 2010 2011
(TL thousands)
Demand deposits.... 11,432,282 14,688,893 19,054,431
Time depositS.......ccevveevverervennnns 72,967,296 85,217,692 100,274,717
Total.......ccoovvieiiieiieeiieie 84,399,578 99,906,585 119,329,148

The following table shows the maturities of deposits as of the dates indicated.

Up to 3 months Over
3 months” to 1 year 1 year Total
(TL thousands)
December 31, 2000................. 63,908,682 4,270,376 3,875,914 72,054,972
December 31, 2010................. 79,983,793 5,545,910 2,946,916 88,476,619
December 31, 2011................. 85,169,285 8,700,220 4,962,491 98,831,996

M Includes demand deposits.

VI. Return on Equity and Assets

The following table sets out certain of the Group’s selected financial ratios and other data for the periods indicated:

2009 2010 2011
(TL thousands, except percentages)
INCE ITICOINIC .ttt bbbt 2,752,304 3,231,694 2,389,368
Average total assets 118,987,688 139,119,978 168,868,820
Average shareholders” equity™ .............cccoovvvooevveoeeeeeoeeeeeeeeeee oo 11,813,763 14,570,525 17,147,975
Average shareholders’ equity as a percentage of quarterly average total assets .. 9.93% 10.47% 10.15%
Return on average total assets® .............ccooooooervvoirrreioeeeeeeeeeeeeeeeeeee oo 2.10% 2.11% 1.35%
Return on average shareholders’ equity™ ...........ccoovvooeevecoeeeeeoeeereeseeeeeeeeeseseneenn 21.14% 20.17% 13.25%

(1) Averages are calculated as the average of the quarter-end amounts for the applicable year.
(2) Netincome for the period as a percentage of average total assets excluding minority interest.
(3) Netincome as a percentage of average shareholders’ equity excluding minority interest.

VII. Short-Term Borrowings

For information on the tenor of the Group’s outstanding debt, see “Management’s Discussion and Analysis of

Financial Condition and Results of Operation — Liquidity and Funding.”
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BUSINESS OF THE GROUP
Overview
Tiirkiye Is Bankasi A.S. is a Turkish banking institution organized as a joint stock company.

As of June 30, 2012, the Bank was the largest bank in Turkey in terms of total asset size (source: Turkish Banks
Association). The Bank had the largest market shares of total deposits, Turkish Lira-denominated deposits, demand deposits,
total loans, Turkish Lira-denominated loans, consumer loans and number of debit cards and volume of debit card transactions
among private sector banks on a bank-only basis (source: BRSA and Interbank Card Center). The Bank was the market
leader in mutual funds in terms of assets under management as of such date (source: Rasyonet). The Bank operates in six
main business segments: (a) Corporate Banking, (b) Commercial Banking, (c) Retail Banking, (d) Private Banking, (e)
Capital Market Operations and (f) Other Banking Services.

As of June 30, 2012, the Group had total assets of TL 189,217 million, an increase of 2.9% from TL 183,936 million
as of December 31, 2011, itself a 25.5% increase from TL 150,811 million as of December 31, 2010, a further increase of
46.8% from TL 128,916 million as of December 31, 2009. As of June 30, 2012, the Group had total deposits of TL 99,881
million, an increase of 1.1% from TL 98,832 million as of December 31, 2011, which was a 12.9% from TL 88,477 million
as of December 31, 2010, itself a 38.6% increase from TL 72,055 million as of December 31, 2009.

As of June 30, 2012, the Group had total shareholders’ equity of TL 21,839 million, an increase of 7.5% from
TL 20,311 million as of December 31, 2011, which increased 15.0% from TL 18,987 million as of December 31, 2010, itself
a42.7% increase from TL 15,306 million as of December 31, 2009.

For the six months ended June 30, 2012, the Group’s net profit was TL 1,789 million, an increase of 48.75%
compared to TL 1,202 million for the same period in 2011. For the year ended December 31, 2011, the Group’s net profits
were TL 2,389 million, a decrease of 26.1% from TL 3,232 million in 2010. The Group’s net profits increased by 17.4% in
2010 compared to TL 2,752 million in 2009.

For the six month period ended June 30, 2012, the Group’s net interest income was TL 3,129 million, an increase of
20.9% compared to TL 2,588 million for the same period in 2011. For the year ended December 31, 2011, the Group’s net
interest income was TL 5,417 million, an increase of 0.1% from TL 5,411 million in 2010, itself a 5.6% decrease from
TL 5,740 million in 2009.

As of the date of this Offering Circular, the Bank’s shares are quoted at the Istanbul Stock Exchange (the “ISE”) and
also are traded by qualified institutional buyers on over the counter markets in the form of American Depositary Receipts and
at the London Stock Exchange (the “LSE”) in the form of Global Depositary Receipts. As of June 30, 2012, 40.73% of the
Bank’s shares were held by the Bank’s own employee pension fund and 28.09% (Atatiirk’s shares) were owned by the CHP.
The remaining 31.18% was traded publicly on the ISE and the LSE. As of June 30, 2012, the Bank was the fourth largest
corporation listed on the ISE by market capitalization, with a market capitalization of TL 21,672 million, which represented
6.0% of the total market capitalization of the ISE-100 Index.

As of June 30, 2012, the Bank had the largest network of branches among private banks in Turkey, with 1,197
domestic branches covering every city (source: Turkish Banks Association). The Bank also has an international presence
through its own London, Arbil (Iraq), Bahrain and (as of July 23, 2012) Batumi, Georgia branches; through Isbank AG, a
wholly-owned subsidiary with 12 branches in Germany and one branch in each of The Netherlands, France, Switzerland and
Bulgaria; and through CJSC Isbank, a wholly-owned subsidiary with 15 branches in Russia. Besides these, the Bank has 14
branches in the Turkish Republic of Northern Cyprus and a representative office in each of the People’s Republic of China
and in Egypt.

Part of the Bank’s original mandate and strategy was to support the growth and development of the Turkish
economy. As part of this strategy, the Bank acquired numerous equity participations in other companies over time and has
taken part in the establishment of companies in a range of industries, in a number of cases being the first Turkish company to
be active in such industries. The Bank has disposed of many of these equity participations over the years. As of June 30,
2012, the Bank had a direct equity interest in 26 companies, four of which are classified under available-for-sale securities.
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These companies are active in a wide range of sectors including finance, glass, telecommunications and other industrial and
service sectors.

The Bank received the The Banker’s “Innovation in Banking Technology Award” in the category of “Innovation in
Information Security” for the “Finger Vein ID” technology it launched in its Bioidentity POS machines in 2012, was ranked
115th in the “Top 1000 World Banks” survey of the The Banker magazine (published July 2012) and in July 2012 was
chosen as “Turkey’s Best Bank” by Euromoney.

See also “Management’s Discussion and Analysis of Financial Condition and Results of Operations — Recent
Developments.”

Strengths

The Bank’s management believes that the Group has a number of key strengths that enable it to compete effectively
in the Turkish banking sector:

Market Leader in Turkish Banking Sector in Size and Scope of Operations

As noted above, as of June 30, 2012, the Bank was the largest bank in Turkey in terms of its balance sheet and the
second largest in terms of its branch network (source: Turkish Banks Association) and the market leader among private sector
banks in the Turkish banking sector in many categories. The Bank was the market leader in mutual funds as of such date,
with TL 6,444 million under management and over 10 million investment accounts (source: Rasyonet). The Bank supports its
market-leading position by having the largest nationwide branch and ATM network among private sector banks in Turkey,
with 1,197 domestic branches, 17 international branches and 4,641 domestic ATMs (in each case as of June 30, 2012)
(sources: Banks Association of Turkey and Interbank Card Center). The Bank’s management believes that the expansion of
the Bank’s branch network helps to support the growth of the Bank’s assets and liabilities. In the first half of 2012, the Bank
opened 13 domestic branches, and the Bank is currently planning on opening a total of 47 domestic branches during 2012
with a similar amount of additional new domestic branches being opened in 2013.

The Bank’s management believes that the Group’s market leadership position and broad distribution network has
supported its strong growth across both its asset and liability portfolios and enabled it to benefit significantly from economies
of scale, capitalizing on the overall strong growth in the Turkish economy despite difficult economic conditions since 2009
due to the global financial crisis. The Bank’s loan portfolio grew from TL 48,335 million as of December 31, 2009 to
TL 64,232 million as of December 31, 2010, TL 91,621 million as of December 31, 2011 and TL 98,222 million as of
June 30, 2012, a compound annual growth rate of 32.8% as compared to the Turkish banking sector’s total loan portfolio
compound annual growth rate during that period of 28.7% (source: BRSA). The Bank’s total deposits grew from TL 72,177
million as of December 31, 2009 to TL 88,260 million as of December 31, 2010, TL 98,313 million as of December 31, 2011
and TL 99,433 million as of June 30, 2012, resulting in a compound annual growth rate of 13.7% while the growth in the
Turkish banking sector for the same period was 14.0% (source: BRSA).

Strong Liquidity and Capital Structure with Conservative Funding Policy

The Group has a strong capital structure, with shareholders’ equity of TL 21.8 billion and a capital adequacy ratio of
14.4% as of June 30, 2012 (under BRSA) (13.1% calculated using Tier I capital only); however, such capital adequacy ratio
calculations would differ were Basel II then in effect. See “Management’s Discussion and Analysis of Financial Condition
and Results of Operations — Capital Adequacy.” In line with its capital strength, the Group maintains strong liquidity, with a
liquid asset ratio (being the total amount of cash and banks, money market placements, trading securities and available-for-
sale securities divided by the Group’s total assets) of 27.9% and loan-to-deposit ratio of 106.1% as of June 30, 2012 (100.2%
as of December 31, 2011). Although a large portion of the Bank’s deposits are short-term (similar to the Turkish banking
sector with durations of less than 90 days), the majority of the Bank’s deposits have historically been continuously reinvested
(with accounts having on average been open for 8.4 years).

The Group has an immaterial exposure to sovereign debt, other than that of Turkey, as most of its investment

securities are composed of Turkish government T-bills and bonds. As a result, the Group was less affected than many other
global financial institutions from the reduction of liquidity and increased cost of funding that has occurred during the global
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financial crisis. Accordingly, the Bank’s management believes that the Group’s strong balance sheet has supported its ability
to attract a strong deposit base and benefitted from a “flight to quality” during difficult market conditions, with deposits
having increased by 38.6% from TL 72 billion as of December 31, 2009 to TL 100 billion as of June 30, 2012. Overall, the
Bank’s total assets grew from TL 113,223 million as of December 31, 2009 to TL 131,796 million as of December 31, 2010,
TL 161,669 million as of December 31, 2011 and TL 165,608 million as of June 30, 2012, resulting in a compound annual
growth rate of 16.4%. The Bank’s return on average assets of its banking business” was 2.1% in 2009, 2.2% in 2010, 1.5% in
2011 and 1.6% in the first six months of 2012 and the return on average equity of its banking business” was 28.9%, 28.6%,
20.3% and 21.2% over the same periods.

Recognized and Trusted Banking Brand in Turkey

The Bank’s management believes that the Bank is one of the most widely recognized, respected and trusted banks in
Turkey; it has been in business for 88 years, weathering Turkey’s often turbulent financial markets and establishing a long-
standing focus on prudent risk management and a record of financial stability. The Bank was established under the laws of
the Republic of Turkey in 1924 at the initiative of Mustafa Kemal Atatiirk as the first national bank of the Republic of
Turkey. Unlike many of its competitors, the Bank is neither a family-run enterprise nor a state bank and is thus able to access
the entire Turkish market on a commercial and competitive basis without any government mandate or conglomerate
relationships. The strength of the Bank’s brand, together with its branch network and customer base, have enabled the Group
to become a Turkish market leader as well as a trusted banking partner for customers during the financial crisis. As of
June 30, 2012, 81% of the Group’s assets were in Turkey as the Group has focused most of its business in a market it
believes it understands well and in which it enjoys a competitive advantage.

Large Customer Base in Turkey

The Group has approximately 14.2 million retail customers, nearly 6,000 corporate customers and almost 856,000
commercial customers as of June 30, 2012. The Bank has the largest deposit base among private banks with TL 99,433
million in deposits as of June 30, 2012 (Source: BRSA). The Bank’s broad network of branches and alternative distribution
channels provides the Group with presence, access and crucial local knowledge of retail and corporate/commercial customers
in every city in Turkey. Unlike most of its competitors, in addition to the branches in city centers, the Bank also has branches
in rural districts. In particular, in 76 out of the 81 cities of Turkey, the Bank has the largest number of branches among
private banks according to the Turkish Banks Association. The Group’s relationships with its customers have also typically
been long-standing; for example, as of June 30, 2012, the Bank’s customers have held accounts with the Bank for an average
of 8.4 years.

The Bank’s management believes that the relatively large size of the Group’s existing customer base compared to its
private sector banking competitors provides an important competitive advantage in the highly competitive Turkish banking
market given the relatively high cost of attracting new customers as compared to maintaining existing customers and
focusing on cross-selling. Accordingly, the Group seeks to ensure that it has in-depth knowledge of its customers and the
ability to maximize the value of its existing customer relationships.

In terms of its retail customer base, the Group uses several key models that it can deploy across its large retail
customer base to continue to improve its customer knowledge and relationships. The Group measures customer value with
“lifetime value” models and loyalty with “customer-churn” models. The Group also uses other analytical models, such as its
“next best product” model, to enhance its ability to cross-sell products and services. Moreover, the Bank’s large deposit base
provides it with a comparatively low-cost and relatively stable funding source for its lending activities.

In terms of corporate and commercial banking, the Bank segments its customers, supporting better understanding of
customers, sustainable customer relationships and targeted services through a network of nine specialized corporate branches,
one specialized branch for multinationals operating in Turkey and 38 specialized commercial branches. The Bank has

" Calculated as (Net Income— Dividend Income)/Average (Total Assets-Equity Participations-Dividend Income). The Net Income figure is annualized for
the first six months of 2012. Averages are based upon year-end and period-end figures.

**Calculated as (Net Income— Dividend Income)/Average (Shareholders’ Equity-Equity Participations-Dividend Income). The Net Income figure is
annualized for the first six months of 2012. Averages are based upon year-end and period-end figures.
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developed numerous targeted products and services, ranging from tailor-made solutions for large corporates to sector-specific
service packages, such as for export support, the plastics industry, logistics, machinery, automotive products and tourism.

Overall, the Bank’s management believes that the Group’s extensive and broad customer base and understanding of
its customers through long-standing relationships provide it with an important competitive advantage in maintaining and
growing its business.

Diversified Loan Portfolio

By focusing on building a diversified portfolio of loans by types of loans, industry sector and borrower
concentration, the Group has historically generated strong returns. The Bank has increased its loan portfolio from
December 31, 2009 to June 30, 2012 at a compound annual growth rate of 32.8%. The Group’s strong credit and risk
management know-how have supported the growth of its loan portfolio and, in the Bank’s management’s opinion,
contributed to the healthy diversification of the portfolio.

The Bank’s loan portfolio is diversified in terms of loan type. As of June 30, 2012, 49% of the Bank’s total loan
portfolio was comprised of loans to corporate (as defined by the Corporate Definition) customers, with 22%, 8% and 21%
comprised of loans to SMEs (as defined by the BRSA SME Definition), retail credit cards and consumer loans, respectively.
The Bank’s consumer loans are further broken down into general purpose consumer loans (including overdraft accounts),
housing loans and auto loans, comprising 52%, 42% and 6% of total consumer loans, respectively, as of June 30, 2012. The
Bank’s loan portfolio is also diversified among sectors, with the largest share (in energy) representing no more than 12.8% of
the Bank’s loan portfolio as of June 30, 2012. In addition, the Bank has sought to limit exposure to any single borrower and
no exposure to a single borrower was greater than 1.67% of its loan portfolio as of such date. The share of the Bank’s
receivables from the top 100 cash loan customers in the overall cash loan portfolio was 23% as of June 30, 2012. Moreover,
as of June 30, 2012, 53.3% of the Bank’s loan portfolio had a term of less than six months until the next re-pricing. The
Bank’s commercial loan contracts generally contain clauses permitting the Bank to make adjustments in the applicable
interest rates from time to time, subject to the applicable laws and regulations, thereby further limiting interest rate risk.

Prudent Risk Management

Complementing the Bank’s diversified loan portfolio, the Bank’s management believes it has instilled a prudent and
effective risk management culture at all levels of the Group, beginning with careful customer selection to support a quality
asset base and including the establishment of conservative provisioning policies. The Bank monitors credit quality on an
ongoing basis. As the global financial crisis impacted Turkey and the Group’s customers, the Group introduced new risk
management tools starting from 2008 such as “application scoring models” for retail and SME portfolios and “behavioral
scoring models” for corporate, SME and retail portfolios. The Bank also introduced new risk management tools such as
applying credit limits to certain industry sectors that have been highly affected by global turmoil, researching potential
customers’ relationships and credit histories with other banks and becoming more selective in extending new credit lines.
During 2011, the Bank grew its loan portfolio by 42.6% and maintained NPL ratios of 1.9%, 2.1%, 3.6% and 5.4% as of
June 30, 2012 and December 31, 2011, 2010 and 2009, respectively, in line with the Turkish banking sector’s NPL ratios of
2.7%, 2.7%, 3.7% and 5.3% (source: BRSA).

The Bank’s management believes that the Group’s focus on enhanced internal controls and risk management
systems, as well as its ability to maintain a diverse loan portfolio, will enable the Group to maintain the high quality of its
loan portfolio in the future as the Group seeks to continue to grow its business.

Strong Focus on Employee Training and Development, Highly-Skilled Workforce

The Bank’s management believes that a key element of the Group’s success has been its emphasis on the quality,
training and development of its employees. The Bank’s turnover rate (i.e., employee resignations excluding retirees) is very
low with a rate of 1.42% as of June 30, 2012. The Group’s dedicated and well-trained employees form a cornerstone of its
focus on superior customer service and long-standing customer relationships, and also provides the Group with a competitive
advantage over its competitors, particularly in a growing market where there is a high demand for skilled personnel.
Historically, the Group has sought to maximize the opportunity for career development for its employees, with all positions
typically filled through internal promotions and appointments.
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Maintain High Standards of Corporate Governance and Business Ethics

The Bank’s management believes that the Group’s internal corporate governance structure reflects the best market
practices of the Turkish and international banking sectors. The Group established these corporate governance practices to
improve management’s efficiency and to further protect the interests of the Group’s stakeholders, including its customers and
shareholders. The Bank prepares a “Corporate Governance Principles Compliance Report” each year, which is a report by the
Bank’s Board of Directors about the compliance of the Bank’s corporate governance practices to the corporate governance
principles of the CMB.

Strong Record of Innovation

The Bank’s management believes that the Group is an innovator and market leader in the Turkish banking sector,
having distinguished itself through a number of innovations in Turkey, including initiating the practice of providing checking
services, launching Turkey’s first interactive telephone and internet banking service and establishing the first mutual funds in
Turkey, including the first mutual fund with a focus on environmental and social responsibility. The Bank was the first bank
in Turkey to establish overseas branches when it opened its branches in Hamburg, Germany and Alexandria, Egypt in 1932.
The Bank also introduced electronic banking to Turkey with its brand name, “Bankamatik” ATMs. These ATMs became so
popular that ATMs are now generally referred to as “Bankamatiks” even if they are not the Bank’s ATMs. In July 2010, the
Bank integrated a biometric device to its ATMs and commenced a new system that allows customers to access their accounts
by using two of the following three items: their pin number, card and biometric data. With this system, customers are able to
make use of ATMs without ATM cards.

For additional information on the Group’s technological innovations, see “Channel Management” and “Information
Technology.”

Strategy

The Bank’s strategic vision is to become the most preferred bank in Turkey for its customers, shareholders and
employees, including being the “customer champion.” The main objectives of the strategy are achieving profitable and
sustainable growth via increasing customer satisfaction, improving employee performance, reducing the cost base and
increasing productivity and effectiveness. The Bank plans to reach these targets by maintaining market shares in the primary
banking services and leveraging new growth opportunities with a cost effectiveness perspective, continuously improving its
asset quality, focusing on sustainable non-interest income generation and price optimization for all financial products and
services, while operating within a risk-based capital management framework. The key elements of the Group’s strategy are
set out below.

Capitalize on Expected Growth of Turkish Economy and Banking Sector through Expansion of its Distribution Channels and
Introduction of New Products and Services

The Group is continuing to focus on leveraging its existing market leadership position and strong national brand by
growing its branch network, alternative distribution channels and product and service offerings to capitalize on the expected
growth and development of Turkey’s economy and resulting growth in demand for banking services. The Bank opened 60,
54, 63 and 13 new branches across Turkey in 2009 (ten branches were consolidated with other branches in 2009), 2010 (five
branches were consolidated with other branches in 2010), 2011 (six branches were consolidated with other branches in 2011)
and the first six months of 2012, respectively, and is continuing to seek opportunities to deploy new branches and ATMs. To
date, Turkey has been significantly under-banked compared to the EU, with total loans to GDP in 2011 of 53% compared to
the EU-27 average of 194%, total assets to GDP of 94% compared to the EU-27 average of 367% and 14 branches per
100,000 persons compared to the EU-27 average of 43 (source: Eurostat, European Banking Federation, TurkStat, BRSA.
Note: Number of branches figures are as of 2010). Accordingly, there is significant scope for additional growth in the
Turkish banking sector.

In addition, the Group is continuing to develop new products and services across each of its businesses. In retail, the
Bank has introduced a range of new products, such as a “Maximum account” (which includes both an automatic payment
function as well as automatic investment in mutual funds of any balances that exceed a set limit) or the prepaid card
“MaxiPara” (which has the widest product mix among the competitor products). “UstiiKalsin” (Keep the Change) is an
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innovative application that is available to all of the Bank’s customers who have both credit card and investment accounts
with the Bank — with “UstiiKalsm,” the balance due shown in the account statement is rounded up according to the
customer’s instructions and the difference between the two amounts is added to their investment account. The advantage of
“UstiiKalsin” is that it encourages customers to save without changing their spending habits. In its SME business, the Bank
offers over 90 products, including a specialized website that was launched in 2009, which included both news, information
and expert advice for SMEs, and the SUNUMATIK application to create their own presentations in a faster and easier way.

Defend and Selectively Grow Market Share Across Key Markets through Superior Customer Service

In order to maintain and grow its market leading position, the Bank intends to strengthen customer relationships
through its “Customer Champion” strategy by utilizing the Bank’s experienced, dedicated and highly trained employees,
extensive distribution network and its wide range of products and services to increase the value of existing customers through
improving customer satisfaction by maximizing its presence, accessibility and innovation. The Bank launched its “Customer-
Centric Transformation Program” (“CCT”) in 2006 to specifically target improvements in its customer service regime,
operational efficiency and commercial productivity. Since 2011, the Bank has successfully achieved all CCT targets,
including the introduction of advanced customer segmentation and marketing models and centralization of many branch
operations. Furthermore, the Bank has initiated several additional employee training programs including sales academy
training courses to further enhance the quality of service being delivered to its customers.

To further support its customer-centric focus, the Bank seeks to maximize customer value by, among other things,
increasing cross-selling, re-activating inactive customers, building relationships with customers that have the potential to use
multiple banking services and focusing on high growth products such as housing loans, insurance and pension products. In
particular, the Bank is focusing on selectively growing retail and SME clients, which offer superior potential for growth
given Turkey’s developing economy.

Reduce its Cost-Base and Increase Productivity and Commercial Effectiveness

The Group plans to continue to focus on operational efficiencies through economies of scale, improving cost
controls and identifying other cost reduction and efficiency measures. The Group intends to achieve this through several
approaches such as centralization of branch operations, target-based sales management, increased operational productivity via
technological improvements and sales-oriented restructuring of its branch organization. The Bank plans to use technology
and centralized operation centers whenever possible to increase efficiency, and has made significant investment in
information technologies such as deployment of Gigematik (teller cash recyclers) and multifunctional ATMs.

The Group also intends to focus on improving its operational efficiency by migrating its customers to alternative
delivery channels (such as internet, mobile banking, ATMs and kiosks) and is enhancing the range of available delivery
channels and alternative products available in order to drive more and more banking transactions out of traditional branches.
As of June 30, 2012, approximately 7.6 million customers were actively using the Bank’s alternative delivery channels,
accounting for approximately 77.25% of the Bank’s total consumer banking transactions during the first six months of 2012.

Continue to Focus on Recruitment and Development

The quality of the Group’s employees and their commitment to the Group’s performance are key factors in ensuring
the Group’s future success. The Group seeks to attract the most promising and talented employees and to retain and develop
them throughout their careers. Targeting the best universities is the starting point for the new graduate recruitment process,
followed by aptitude and personality tests and competency-based interviews. The Group also offers programs and training
opportunities intended to foster the personal and professional development of its employees, and to support and reward
loyalty, responsibility and creativity. The Group also strives to design and implement a fair and effective hiring, appraisal and
advancement system based upon competence and performance. Succession planning for the top management and programs
designed to meet the specific development needs of high potential managers are the key retention programs for top personnel,
as well as the leadership mentoring program applied within the Group.
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International Expansion

The Bank is a major participant and a strong brand in its domestic market. Having the largest domestic distribution
network among privately owned banks in Turkey, the Bank also intends to expand its growth momentum internationally. The
Bank’s strategy is to follow its customers and meet their banking needs in international markets having close economic,
commercial and cultural ties with Turkey. The Bank’s main criteria of expansion are the volume of foreign trade, Turkish
originated foreign investments in the target country and economic stability and growth potential.

In this context, the Bank shapes its international presence in line with the globalization of the Turkish economy and
seeks to become a regional bank first and then becoming an international bank through the expansion of its overseas network.
The Bank’s management believes that the Bank, with its high level of banking experience, has the ability to make significant
contributions to the economic prosperity of the target markets. In any such expansion, the Bank’s aim is to maintain
sustainable growth in profitability when entering into new markets, as well as to increase the revenues generated by its
existing overseas network.

History and Development

The Bank was established under the laws of the Republic of Turkey in 1924 at the initiative of Mustafa Kemal
Atatiirk as the first national bank of the Republic of Turkey and began operating with two branches and 37 staff members.
Unlike many of its competitors, the Bank is neither a family-run enterprise nor a state bank. In May 1998, 12.3% of the
Bank’s total shares previously held by the Turkish Treasury were sold to national and international investors in an initial
public offering. The Bank is headquartered in Istanbul and (with its Group) provides a full range of banking services,
including corporate banking, commercial banking, retail banking, private banking and capital markets operations. The Bank’s
articles of incorporation provide for the following activities:

. effecting all kinds of banking transactions,

. setting up or participating in all types of ventures concerning agriculture, industry, mining, the production and
distribution of power, public works, transportation, insurance, tourism and exports,

. founding companies for the production, manufacture and procurement of all types of goods or supplies, or to
participate in enterprises engaged therein, and

. undertaking and carrying out all types of industrial and commercial transactions in its own name and for its own
account as well as jointly with domestic and foreign institutions or in the name and for the account of such
institutions.

The Bank was established in Ankara on August 26, 1924 with the Cabinet Decision dated August 20, 1924. The
Bank was later registered with the Istanbul Chamber of Commerce on December 29, 1999 under registration number 431112
when its registered office was moved to its current location at Is Kuleleri, 34330 Levent, Istanbul. The Bank is a bank under
the Banking Law and is duly organized and incorporated and validly existing as a joint stock company (anonim sirket) under
the laws of Turkey. The duration of operation of the Bank as a joint stock company is unlimited.

Business Activities
The Bank provides a full range of banking services, including but not limited to the following five sectors:

. corporate banking activities: commercial loans, non-cash loans (including letters of guarantee, guarantees and
acceptances), foreign trade operations, project finance, merger and acquisition finance, hedging and cash
management solutions,

. commercial banking activities: commercial deposit taking, business credit cards, commercial loans, small business

loans, flexible business loans, overdraft commercial accounts, point of sales-based loans, commercial housing loans,
commercial auto loans, tractor and agricultural equipment loans, small business export and investment loans, letters
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of credit, letters of guarantee, point-of-sales agreements, automatic payment instructions, tax collection, internet
banking, foreign trade operations, sector-specific packages, cash management and payment system facilities,

. retail banking activities: deposit accounts, credit cards, debit cards, prepaid cards, housing loans, general purpose
loans, auto loans, overdraft accounts, merchant agreements, payroll accounts, automatic payment instructions, social
security premium collection, tax collection, tuition fee collection, investment products, insurance products and KGS-
OGS (Turkey’s highway toll collection system),

. private banking activities: in addition to its retail banking products and services, structured products, Privia credit
cards, Privia consumer loans, Privia mutual funds and Privia individual pension accounts tailored to the needs of
specific private banking customers, and

. capital market operations activities: investment account system, mutual funds, equity brokerage, odd-lot
transactions, fixed income business (bond trading), gold trading, futures and options brokerage, repo and custody
services.

The Bank presents its group structure under three principal business lines: Banking Services, Financial
Participations and Non-Financial Participations. These business lines are further divided into various sub-business lines based
upon business activities as indicated in the table below. The business activities presented under Financial Participations and
Non-Financial Participations are executed by separate legal entities referred to as “participations,” in which the Bank
(directly or indirectly) holds shares. For a list of the Group’s shareholdings in these participations, see “Business of the
Group — Subsidiaries and Affiliates — Financial Participations” and “— Non-Financial Participants.” While the Bank (directly
or indirectly) holds a controlling interest in each of these participations and appoints some of their board members, in practice
the participations operate with a certain level of autonomy on a day-to-day basis.

For accounting purposes, the Bank reports its business in its BRSA consolidated financial statements under six
segments: Corporate, Commercial, Retail, Private, Treasury/Investment and Unallocated. The first five of these segments
largely correspond to the five sub-sectors noted above. The Bank’s results make up the large majority of the results for these
five segments, with the remainder being contributed by separate legal entities within the “Financial Participations” sector. For
a list of the activities undertaken in its Financial Participations sector, see “Business of the Group — Subsidiaries and
Affiliates — Financial Participations” below. The Bank does not consolidate the results of its non-financial participations
(principally its glass and telecommunications businesses) in its BRSA consolidated financial statements on a line-by-line
basis and so these results do not appear in the segmental data included therein.

The non-financial participations are reflected in the Bank’s BRSA consolidated financial statements under the
“Investments in associates” and “Investments in subsidiaries” items at their book values. For a list of the “non-financial

participations, see “Business of the Group — Subsidiaries and Affiliates — Non-Financial Participations.”

The Bank’s business units are as follows:

Banking Services Financial Participations Non-Financial Participations
Corporate Banking Insurance Glass
Commercial Banking Private Pension Telecommunications
Retail Banking Reinsurance Others
Private Banking Banking
Capital Market Operations Investment Banking
Other Banking Services Real Estate Investment Trust
Brokerage and Custody

Leasing and Factoring
Asset Management
Venture Capital
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Banking Units
Corporate Banking

The Bank established its Corporate Banking business unit in 2003 to provide services to large domestic and
multinational companies. The unit consists of two divisions, the Corporate Banking Product division and the Marketing &
Sales division. The Corporate Banking business unit provides a full range of corporate banking services including, but not
limited to, commercial loans, non-cash loans (including letters of guarantee, guarantees, and acceptances), foreign trade
operations, project finance, merger and acquisition finance, risk management products and cash management services.

As of June 30, 2012, the Corporate Banking business unit accounted for TL 40.5 billion (38.2% of the Group’s total
loans) and TL 20.2 billion (20.2% of the Group’s total deposits). As of June 30, 2012, the Corporate Banking business unit
operated through 10 specialized branches, four corporate and one multinational branches in Istanbul and one corporate branch
in each of Kocaeli, Ankara, Izmir, Antalya and Bursa. By establishing these corporate branches, the Bank aims to increase its
market share of credit, investment and foreign trade transactions among customers with high creditworthiness, to reach new
customers and to benefit from cross-selling opportunities. Corporate Banking branches are dedicated solely to working with
corporate customers assigned by the Bank’s head office in Istanbul. In the Corporate Banking branch model, the Bank
maintains a clear distinction between “sales” and “operations” functions, enabling relationship managers to focus on sales
activities while ensuring expertise and efficiency in operations.

The Bank classifies customers with annual net sales of at least US$30 million and/or a credit limit of at least US$10
million as “corporate customers;” however, it is also possible to evaluate customers on a case-by-case basis in determining
whether or not the customer should be included as a corporate customer. Depending upon the nature of services and products
used, a customer may be designated as a commercial client even if they meet the sales and credit limit requirements of
corporate segment. As of June 30, 2012, the Bank had approximately 6,000 corporate customers.

The Corporate Banking business unit’s long-term strategy is to enhance its customer franchise and to broaden its
product portfolio in order to diversify revenue sources and to contribute to the Group’s sustainable and profitable growth.

Loan Products. A significant portion of the Corporate Banking business involves extending loans to corporate
customers. The Bank primarily offers the following types of loans to its corporate customers: revolving loans, overdraft
loans, discount loans, foreign currency-indexed loans, foreign currency-denominated loans, letters of guarantee, spot loans,
investment and project finance loans and commercial loans with monthly installment repayments.

Trade Finance. The Bank’s Corporate Banking unit also offers trade finance products. The Bank provides a variety
of support services and payment management mechanisms to customers engaging in international trade transactions. The
Bank offers mainly the following types of trade finance products: export loans, letters of credit, acceptance credit, pre-finance
loans, confirmation loans, forfeiting and Turkish Exim Bank export loans (pre-shipment).

Project Finance. A significant portion of the Bank’s corporate loan portfolio relates to its project finance activities.
The Bank has played a key role in a number of major project finance deals throughout the country, including the financing of
mergers and acquisitions and privatizations of publicly owned energy, steel and refinery plants and public utilities, port and
airport concessions, real estate development projects, greenfield infrastructure and energy deals and industrial plants in
various sectors such as mining and metals, cement, food products, electromechanical equipment and marine finance. The
Bank also finances a number of Turkish Treasury and municipality-backed infrastructure projects.

The Bank selectively extends financing for high-volume private sector investments, privatizations and merger and
acquisition projects, while remaining committed to its risk-sensitive approach. In recent years, the Bank has also acted as
underwriter on several large syndicated loans. The Bank granted loans related to financing three projects with an estimated
total loan value of US$363 million in the six months ended June 30, 2012 and loans related to financing 41 projects with an
estimated total loan value of US$3.6 billion in the year ended December 31, 2011.

The Bank provides project finance with full recourse to project assets and limited or full recourse to the sponsors.

Only selected transactions adhering to international standards that have very limited bankability concerns may be financed on
a pure non-recourse basis.
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The Bank’s project finance activities have received the following awards from the publication Euromoney:
“European Power Deal of the Year” in 2009 for the Eren Catalagzi Thermal Power Plant Project, “European Metals Deal of
the Year” in 2009 for the MMK Atakas Project, “European Hydro Power Deal of the Year” in 2010 for the Boyabat
Hydroelectric Power Plant Project, “European Utilities Deal of the Year” in 2010 for the privatization of UEDAS and
CEDAS electric distribution companies, “European Transport Privatization Deal of the Year” in 2011 for the privatization of
Istanbul Ferries (istanbul Deniz Otobiisleri — IDO), “European Power Deal of the Year” and Project Finance International’s
“Turkish Deal of the Year” in 2011 for the Gebze Combined Cycle Gas Tribune Plant.

The Bank’s project finance activities also provide the Group with cross-selling opportunities for its derivative
products and other banking services. These activities provide a significant contribution to the Group’s business volumes.

Risk Management. The Bank provides tailored products that are designed to offset customers’ exposures to interest,
maturity and currency risks. These products include customized investment vehicles, forward and futures contracts, swaps
and options. These products take into account a number of factors including the goals, risk tolerance levels and cash flows of
the customers.

Cash Management Services. The Bank’s cash management services include the following:

. Direct Debiting. The direct debit system is an electronic debt collection system that permits customers to collect
receivables from third parties and transfers collected amounts to the relevant customer account through the
settlement service provided by the Bank. Direct debiting also provides payment guarantees for suppliers’ sales to
dealers.

. Dealership Card. The Dealership Card is an alternative to traditional payment systems, such as checks and
promissory notes, that the Bank provides to its commercial customers. This product provides payment guarantees for
suppliers in relation to their installment sales, as well as offering the convenience of a credit card. The Dealership
Card differs from a regular credit card, however, in that it does not generate financing cost for the Bank.

. Other Electronic Systems. The “Electronic Collection of Checks and Notes System” is designed to enhance the
processing of large numbers of checks and notes delivered to the Bank’s branches for collection or as collateral. The
“Automatic Money Transfer System” provides for automatic money transfers where transfer information is received
in electronic format, while the “Electronic Account Statement System” allows companies to access detailed
statements of their accounts electronically, relieving an administrative burden on the Bank’s branches.

Commercial Banking

The Bank has focused on supporting commercial customers, especially SMEs in Turkey, since it was founded in
1924. The Bank provides commercial banking services through its Commercial Banking business unit, which is comprised of
marketing, sales and product divisions. The Bank’s management believes that in recent years SMEs have gained increasing
importance and weight within Turkey’s economic development.

The Bank generally classifies customers with net sales of less than US$30 million and/or a credit limit of less than
US$10 million as commercial banking clients. As of June 30, 2012, the Bank had nearly 856,000 commercial banking
customers.

As of June 30, 2012, the Commercial Banking business unit accounted for TL 38.4 billion (or 36.2%) of the Group’s
total loans and TL 20.0 billion (or 20.0%) of the Group’s total deposits.

The Bank offers an extensive range of products and services to meet the full range of its customers’ financial needs,
including commercial housing loans, commercial overdrafts, installment-based commercial loans, commercial auto loans and
specialized packages of banking services and support solutions for SMEs’ information needs.

The Bank recognizes that companies engaged in different sectors have unique demands for products and services as

well as distinctive cash flows. As such, the Bank presents sector-specific product packages designed according to the
particular needs of the relevant sector. For example, The Bank has developed support packages for the following industry
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sectors: energy efficiency and environment, export, plastics, furniture, logistics, tourism, automotive by-products, innovation
and machinery production.

The Bank has designed its commercial marketing activities to take into consideration seasonality and sectoral
differences as well as its customers’ needs and attitudes, which the Bank assesses using new analytical models introduced as
part of the Bank’s CCT program.

While providing SMEs with investment financing and operating capital, the Commercial Banking business unit also
offers customized loan products for its commercial customers and business partners to enhance their position within the
market. These loan products vary from commercial auto loans to commercial housing loans. The Bank’s market share in
commercial auto loans was 29% as of June 30, 2012 (source: BRSA). The Bank also supports the agricultural sector through
specially designed credit products such as tractor and agricultural equipment loans. In addition, the Bank offers cash
management and payment system products to its commercial banking customers.

In 2008, the Bank introduced a network of commercial branches with a view to offering high quality service to
commercial customers of a certain size that are also in good standing with the Bank. As of June 30, 2012, 38 of these
specialized commercial branches were in operation. For further information as to how the Bank’s branches are categorized,
see “Channel Management.”

As of June 30, 2012, the Bank had agreements with 134 chambers of commerce and industry and 16 associations
and unions under which it offers credit and cash management products to member companies.

The European Union Business Centers (“ABIGEM”) is a joint project by the European Union Commission and the
Union of Chambers and Commodity Exchanges of Turkey. In July 2007, the Bank signed its first cooperation protocol with
ABIGEM. As of June 30, 2012, four protocols had been signed and remain active, and the Bank currently extends credit and
offers cash management products to companies within the scope of the ongoing cooperation protocol.

As of June 30, 2012, the Bank has signed 13 protocols with the Small and Medium Enterprises Development
Organization (“KOSGEB”) relating to servicing the working capital and export financing needs of manufacturers, tradesmen
and artisans in Turkey.

The Bank has also signed protocols with the Credit Guarantee Fund (“KGF”’) and the Turkish Grain Board
(“TMO”). The KGF provides guarantees that make it possible to provide loans to SMEs that lack sufficient collateral, and
through its arrangement with the TMO the Bank extends loans against TMO receipts to its depositors who have delivered
their produce (wheat, barley, corn and rice) to the TMO.

Retail Banking

As of June 30, 2012, the Bank had approximately 14.2 million retail banking customers. In order to sustain and grow
revenues in the competitive Turkish banking environment, the Bank’s focus is on retaining and growing the range of products
and services utilized by its profitable customers through an emphasis on cross-selling. Aiming to achieve customer-centricity,
the Bank analyzes customer data and builds business models based upon the results obtained from various analytical models.

As of June 30, 2012, the Retail Banking business unit accounted for TL 24.4 billion (or 23.0%) of the Group’s total
loans and TL 39.3 billion (or 39.4%) of the Group’s total deposits. The Group’s retail loans are comprised of three different
loan categories: consumer loans, overdrafts and credit cards.

The Bank categorizes its retail banking customers into three customer segments based upon behavioral patterns and
financial needs.

The Bank seeks to build and sustain its competitive advantage in the retail banking business by meeting the needs
and expectations of its customers. The Bank employs a multi-factor approach to building loyalty and seeking to grow its
customer base through a wide-ranging branch network, a customer-centric approach, employment of highly qualified
personnel, providing innovative products and services designed to meet customer needs and providing alternative distribution
channels enabling various types of transactions. The Bank also analyzes customer data through certain analytic models, such
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as value-based segmentation, customer churn analysis, lifetime value analysis, potential value analysis and next-best product
analysis, in order to gain insight into customer needs and then seeks to provide new products to meet those needs.

The products and services that the Bank offers to its retail banking customers include auto loans, housing loans,
general purpose cash loans, deposit and overdraft accounts, checks, investment accounts, payment and collection services,
individual cash management services, OGS-KGS highway toll payment products, smart cards, credit, debit and prepaid cards,
interactive banking facilities (including telephone, internet and mobile banking), ATM services (with online cash deposit
features), payroll services, automatic payments, tax and insurance premium collection, fixed income and over-the-counter
(“OTC”) securities (including odd-lot OTC equity trading) and foreign exchange transactions.

Payroll Services. The Bank’s management believes that the Bank’s large network of branches and ATMs make the
Bank an attractive choice for large corporations entering into “payroll agreements.” When a company opens its main account
with one of the Bank’s branches and then enters into a payroll agreement for its employees, the Bank opens an individual
account and issues a debit and credit card for each employee on that company’s payroll.

The Bank had payroll agreements with approximately 21,000 employers providing for the direct deposit of
paychecks to approximately 1.1 million employee accounts maintained with the Bank, as of June 30, 2012. The Bank’s senior
management believes that the expansion of accounts covered by payroll agreements is of strategic importance as it provides
an opportunity for the Bank to cross-sell the Group’s other banking and financial services.

Automatic Payments. The Bank’s management believes that the Bank provides a broader range of services in the
area of automatic payments and fee collections than its principal competitors, including those related to fees of several
universities and private schools, taxes and insurance installments, as well as telephone, water, electricity and natural gas bills.
The Bank has systematically extended its bill payment services by entering into agreements with institutions nationwide. The
number of automated bill payment orders through the Bank was 8.1 million for the first six months of 2012, compared with
7.5 million for the comparable period of 2011. The Bank’s payroll services and automated bill payments are important
sources of demand deposits.

Overdraft Accounts. An overdraft account has typically been a highly popular retail product among the Bank’s
customers since it provides comfort and flexibility for short-term financing needs. The Bank offers overdraft accounts to all
of its retail banking customers. An overdraft account enables the Bank’s customers to pay their bills, make payment transfers
and withdraw cash even if their account balance is not sufficient. An overdraft account does not have a specific term. It can
be used permanently if the customer makes regular payments on the account. As of June 30, 2012, the value of funds held in
the Bank’s retail overdraft accounts was TL 280 million.

Consumer Lending. As of June 30, 2012, the Group’s total consumer loans (excluding overdrafts), which are
composed of general purpose loans, auto loans and housing loans, amounted to TL 20,418 million. General purpose loans
amounted to TL 10,657 million (52%), auto loans amounted to TL 1,250 million (6%) and housing loans amounted to
TL 8,512 million (42%).

As of June 30, 2012, according to BRSA data, on a bank-only basis, the Bank’s market share of the consumer loan
market was 11.8%, with a market share of 11.7% related to housing loans, 17.6% related to auto loans and 11.5% related to
other loans.

Auto loans are generally collateralized by a pledge on the purchased vehicles and/or guaranteed by creditworthy
individuals or entities. Housing loans are generally collateralized by a mortgage on the purchased property in an amount
equal to the aggregate principal. Housing loans are also frequently guaranteed by other creditworthy individuals or entities,
generally have a tenor of no longer than 120 months and are denominated in Turkish Lira with a fixed rate of interest.

The Bank’s housing loan appraisal procedure for collateral varies according to the credit amount applied for. The
Bank’s internal appraisal branch manager values the collateral for credit applications up to TL 50,000. Professional appraisal
firms are used to value collateral for credit applications up to TL 99,999, and only those firms that have been licensed by the
CMB are used to value property for credit applications exceeding TL 100,000. Finally, for credit applications exceeding
TL 150,000, the Bank’s Construction and Real Estate Department values the collateral.
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With its extensive branch network and large customer base, the Bank provides a diversified range of housing loan
products for each segment of customers. The Bank’s employees all undertake certified housing loan training programs in
order to assist customers with their housing loan needs. Working in cooperation with real estate agencies, the Bank enacts
various strategies that enable it to acquire new housing loan customers. Additionally, the Bank is intensively focused on
increasing its share in ongoing residential estate projects. The Bank has 13 housing loan products of which fixed payment
housing loans have been the most popular product.

Deposits. Deposits (both from retail and other customers) are the Group’s main source of funding and reached
TL 99,881 million as of June 30, 2012. Deposits accounted for 52.8% of the Group’s total liabilities as of June 30, 2012, as
compared to 53.7% as of December 31, 2011. As of June 30, 2012, Turkish Lira-denominated deposits accounted for
approximately 57.1% of the Group’s total deposits, while foreign currency-denominated deposits accounted for
approximately 42.9%.

The Bank has the largest market share of deposits among private banks in Turkey on a bank-only basis, with 13.8%
of total deposits as of June 30, 2012, 14.2% as of December 31, 2011, 14.4% as of December 31, 2010 and 14.3% as of
December 31, 2009 according to the BRSA. The Bank’s management believes that this indicates the Bank’s customers’ trust
in the Bank, and that deposits are a strong and stable funding source in large part due to the Bank’s large domestic customer
base, extensive branch network, sound reputation, advanced information technology and efficient retail banking services.

The Bank offers its customers a range of deposit products, including Turkish Lira/foreign currency demand deposits,
Turkish Lira/foreign currency current accounts, Turkish Lira/foreign currency term deposit accounts and Turkish Lira “Fixed
Accounts” and “Floating Accounts.” The Bank’s “Floating Account” was Turkey’s first term-deposit product with Turkish
Lira Interbank Offered Rate-indexed return.

Current accounts and term deposit accounts are basic deposit products and are used extensively by the Bank’s
customers. Fixed accounts and floating accounts provide liquidity through periodic interest payments. The terms of these
accounts vary between a minimum of one year and a maximum of three years with interest payments at one, three, six or 12
month intervals. The interest rate is fixed for the duration of a fixed account. The account protects customers against falling
interest rates during its lifetime. For floating-rate accounts, interest is paid at intervals and is linked to the Turkish Lira
Interbank Bid Rate (“TRLIBID”).

As of June 30, 2012, the Bank had the largest market share among private banks in Turkey in terms of total deposits,
Turkish Lira deposits, demand deposits and Turkish Lira savings deposits with market shares of 13.8%, 12.6%, 15.2% and
14.0%, respectively, on a bank-only basis.

As of June 30, 2012, the total value of the Group’s deposits reached TL 99,881 million, with demand deposits
accounting for 19.0% and all other deposits accounting for the remaining 81.0%. In terms of Turkish Lira-denominated
saving deposit accounts, the Bank’s market share decreased from 15.1% as of December 31, 2011 to 14.0% as of June 30,
2012 on a bank-only basis according to the BRSA. In terms of Turkish Lira-denominated demand saving deposits, the Bank’s
market share was 19.6% and 19.2% as of December 31, 2011 and June 30, 2012, respectively, on a bank-only basis according
to the BRSA.

Credit and Debit Card Business. The Bank’s credit and debit card business consists of two main functions, issuing
credit, debit and prepaid cards to its customers and acquiring the right to receive reimbursement for charges made on credit,
debit and prepaid cards issued by other banks. As of June 30, 2012, the Bank had the largest market share in terms of
numbers of debit cards among private banks in Turkey and, as of June 30, 2012, ranked among the top three credit card
issuers in Turkey in terms of number of credit cards, according to Interbank Card Center (both on a bank-only basis).

The Bank also offers various card products to its customers, including contactless cards, prepaid cards, credit cards
that enable customers to earn miles and credit and debit cards specifically issued for university students. The Bank aims at
establishing a lifetime relationship with its cardholders through a number of loyalty programs and technological innovations.
Credit card transactions are carried out in a secure manner in line with “Europay, MasterCard, Visa” (“EMV”) rules.

As of June 30, 2012, the Bank had nearly 6 million credit cards in issue to its own customers, representing
approximately 11.0% of the total Turkish credit card market by issuance volume and approximately 13.1% by number of
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cards outstanding; 9.3 million debit cards, representing approximately 10.7% of the Turkish debit card market; and 256,375
point-of-sale terminals, representing approximately 12.5% of the total Turkish market, each according to the Interbank Card
Center. As of June 30, 2012, the Bank, with a 13.3% market share of the Turkish credit card market in terms of transaction
volume on a bank-only basis, manages two different credit card brands, “Maximum Card” and “Maximiles,” and is the fourth
largest player in the market in terms of total transaction volume (source: Interbank Card Center). The Bank’s wide range
prepaid “MaxiPara” cards offer different solutions for various needs. The MaxiPara card is not linked to any account and, as
of June 30, 2012, the Bank provides six types of Maxipara Cards: MaxiPara Card Ekonomik (for a consumer’s own use),
MaxiPara Youth (for customers 12 years old and above), MaxiPara Gift Card, MaxiPara Personalized Card (for corporate
use) and MaxiPara Unpersonalized Card (for corporate use).

The Maximum Card and Maximum loyalty program award customers with installment advantages and reward
points, which can be redeemed in various stores. Launched in 2009, “Maximiles” targets frequent flyers, offering customers
the opportunity to earn air miles with every purchase as well as the reward points and installment advantages of a regular
Maximum Card. As of June 30, 2012, cardholders can use their reward points with over 90,000 merchant firms and almost
200,000 chains. With its credit card segmentation model, the Bank keeps track of its customers’ spending behavior and
develops specific programs for different segments.

The card business is not viewed by the Bank as an isolated product but, rather, it complements other products within
the Bank’s retail and corporate banking product portfolio. In monitoring a relationship with a particular customer, the Bank
considers the profitability of the relationship as a whole and not only with respect to the card business. The Bank’s
management believes that the Bank’s card business is a core component of the Bank’s banking business, driving the cross-
selling of other products such as demand deposits and commercial accounts and enabling the Bank to remain competitive in
the Turkish banking sector. The Bank’s credit card business constitutes its largest source of gross fees and commissions
income, contributing 41%, 38%, 34% and 39% of total gross fees and commissions income in the first six months of 2012
and full year 2011, 2010 and 2009, respectively.

Private Banking

The Bank offers financial solutions and investment alternatives to private banking customers based upon a
“personalized service” approach. To be eligible for the Bank’s private banking services, customers must have a minimum net
worth of TL 250,000 as asset under management held with the Bank.

As of June 30, 2012, the Private Banking business unit accounted for TL 0.4 billion (or 0.4%) of the Group’s total
loans and TL 17.6 billion (or 17.6%) of the Group’s total deposits.

The Private Banking business unit mainly focuses on activities regarding the diversifying of investment products to
cater to the individual needs and expectations of private banking customers. The Private Banking business includes financial
products and services tailored to the specific needs of its customers, including priority one-on-one service, which are
consolidated under the “Privia” brand. This unit also designs and develops processes for providing high quality and
customized services in the Bank’s branches and other delivery channels.

The Bank services private banking customers through eight dedicated private banking branches in Istanbul, Ankara,
Antalya and Adana, and through private banking divisions set up at 22 branches in Ankara, Istanbul, izmir, Bursa, Mersin
and Hatay as of June 30, 2012. In addition, in 87 of the Bank’s branches, private banking customer relationship
representatives provide services for private banking customers.

Capital Markets Operations and Other Financial Services
The Bank (including through its financial subsidiaries) offers a diverse range of products to its retail, private,
corporate and commercial banking customers with competitive pricing as well as an extensive network of branches, ATMs

and kiosks and an interactive internet banking facility. In recent years, the Bank has sought to expand its stock, gold, bond,
bill and repo trading and mutual fund capabilities.
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As of June 30, 2012, the total value of the securities portfolio that the Bank manages for its customers was valued at
TL 41,751 million, an increase of 20.13% from TL 34,756 million as of December 31, 2011 (TL 37,498 million as of
December 31, 2010 and TL 32,135 million as of December 31, 2009).

Investment Accounts. In 1990, the Bank was the first bank in Turkey to offer investment accounts for its customers.
Such accounts permit customers to trade listed securities, the Bank’s mutual funds and fixed income securities including
government securities, gold and futures contracts traded on the Turkish Derivatives Exchange (the “TURKDEX’’) and to enter
into “repo” transactions. Customers can access their investment accounts through ATMs and the Bank’s interactive banking
services. As of June 30, 2012, the Bank had 10.4 million investment accounts as compared to 10.1 million and 8.8 million
investment accounts as of December 31, 2011 and 2010, respectively.

Fixed Income. The Bank is the leading provider of fixed-income trading services to investors in Turkey, with 23.7%
of the Turkish market as of June 30, 2012 on a bank-only basis, totalling TL 16,742 million in fixed income securities under
custody (source: BRSA). According to ISE data, as of June 30, 2012, the Bank claimed first place in the ISE, with a 23.4%
market share in transaction volume.

The Turkish Treasury issues bonds both domestically and internationally. Its domestic issuances include zero
coupon bonds and coupon bonds. Coupon bonds include inflation-linked bonds, fixed coupon bonds, floating rate notes and
foreign currency-denominated bonds. All types of Turkish Treasury issuances can be sold and purchased by the Bank’s
customers without any restriction. Repo and reverse-repo transactions for various maturities are executed on an electronic
platform and are also offered to all of the Bank’s customers.

Mutual Funds. The Bank is the leading Turkish bank in the mutual fund market with a market share of 22% as of
June 30, 2012, totalling TL 6,444 million (source: Rasyonet). The Bank offers 35 mutual funds catering to a wide range of
risk and return profiles. As of June 30, 2012, the Bank had 833,095 investors, up from 801,000 as of December 31, 2011 and
693,003 as of December 31, 2010.

As of June 30, 2012, the Bank had 27 Type-B funds, 12 of which were capital protected mutual funds, and the Bank
was the largest Type-B fund provider in Turkey with a portfolio size of TL 5.9 billion, achieving a 21.39% market share, the
largest within its peer group (source: Rasyonet). As of the same date, the Bank’s money market funds had a portfolio size of
TL 4.8 billion, making the Bank the largest fund in the Turkish mutual funds market according to Rasyonet. Meanwhile, as of
June 30, 2012, the portfolio size of the Bank’s Type-A Funds was TL 501 million and the Bills and Bonds Funds was TL 441
billion.

The Isbank Moneybox Fund was the first fund in Turkey to be geared towards children. As of June 30, 2012, the
Bank had six equity (“Type-4”) mutual funds. As of June 30, 2012, the Isbank Moneybox Fund was the largest Type-A fund
in Turkey with 235,000 investors and a portfolio size of over TL 303 million, and the Isbank Affiliate Fund was the third
largest Type-A fund in Turkey with a portfolio size of TL 89 million (source: Rasyonet).

The Bank also has a leading role in environmental and social responsibility projects in Turkey. As a major player in
the mutual fund sector, in May 2008, the Bank introduced the “Invest in Environment Fund” (the Type-B TEMA
Environmentally Responsible Fund), Turkey’s first mutual fund to be focused on the environment and social responsibility.
As of June 30, 2012, this fund had 1,336 investors and a portfolio size of TL 8.4 million.

Odd-Lot Equity Trading. The minimum trade size of a stock on the ISE is 1 share with a nominal value of TL 1. All
stocks traded below this level are considered as “odd-lots” and can be traded via licensed institutions. According to ISE data,
as of June 30, 2012, the Bank was the leading Turkish market participant in “odd-lot” trading with a market share of around
99%

Custody. The Bank has been the leading custody provider in Turkey since the re-activation of the ISE in 1986. The
investment account system, which is unique to the Bank, offers custody facilities for a full range of securities, including

equities, mutual funds, derivatives, gold, bonds and bills as well as repo transactions.

In addition to domestic custody services, as an SEC (U.S. Securities and Exchange Commission)-qualified bank, the
Bank is also one of the main providers of custodial services to non-resident institutional investors. Services offered to non-

117



resident institutional investors include settlement, clearing and safekeeping services, SWIFT reporting, prudent cash
management, foreign exchange transactions, legal bookkeeping, corporate action processing/income collection, proxy voting
and the provision of up-to-date market information.

In January 2008, the CMB authorized the Bank to act as a “Portfolio Custody Institution” for asset management
companies. Within the scope of this role, the Bank provides settlement, clearing and safekeeping services for the assets of
individual and corporate investors managed by asset management companies.

Gold Trading. The Bank is one of 86 active members of the [stanbul Gold Exchange, established in 1995. The
Bank’s management believes that as of June 30, 2012, the Bank had the largest market share among all banks in Turkey in
terms of the total gold balance of its deposit and investment accounts. As of June 30, 2012, the Bank held a total of 41.34
tons in gold for 366,205 customers. The Bank trades gold on the istanbul Gold Exchange as well as on the international OTC
market and settles trades on both a physical basis and a cash basis.

Investment Banking and Capital Markets Operations. The Bank provides capital market services and investment
banking services through its Capital Markets Division and its subsidiaries Is Yatinm Menkul Degerler A.S. (“ Is Yatirim”)
and Is Portfoy Yonetimi A.S. (“Is Portféy”). Tiirkiye Sinai Kalkinma Bankas1 A.S. (“ Is TSKB”), another subsidiary, is also
active in Turkish capital markets and investment banking operations.

Capital Markets Operations and Other Financial Services Competition. As of June 30, 2012, according to figures of
CMB, the Bank had the largest market share of 22.0% in the mutual funds market with TL 6.4 billion total asset size.

International Banking. The Bank’s International Banking division manages the Bank’s correspondent banking
relationships, its international fund raising activities and its overseas banking activities.

The Bank is the first Turkish bank that opened overseas branches, established branches in Alexandria and Hamburg
in 1932. The Bank’s global expansion strategy is to become first a regional bank, then an international bank. As such, the
Bank studies the international markets with a special focus on the neighboring regions and has taken important initiatives in
recent years. Currently, in addition to Turkey, the Bank operates in 13 countries with branches, representative offices and two
financial subsidiaries having a total of 49 branches and 2 representative offices. The Bank has 14 branches in the Turkish
Republic of Northern Cyprus and one branch in each of Bahrain, London, Arbil (Iraq) and (since July 23, 2012) Batumi
(Georgia). The Bank’s representative offices are located in Cairo and Shanghai. In addition to its existing global network, the
Bank has ongoing overseas expansion activities, including being in the process of opening branches in Pristina (Kosovo) and
Baghdad.

As of June 30, 2012, the Bank’s network of correspondent banks comprised more than 1,500 banks in 127 countries.
This worldwide coverage through its correspondent banks, coupled with the Bank’s own extensive network, resulted in
incoming foreign currency transfers at the Bank of US$59 billion and outgoing foreign currency transfers of US$35.5 billion
during the first six months of 2012. The Bank is a major player in international trade finance and handles a sizable portion of
the trade finance activities in Turkey. The Bank’s management believes that the Bank is one of the few Turkish banks that are
active in trade finance with a market share in trade finance of more than 10% according to June 2012 data from TurkStat. As
part of its international banking activities, the Bank acted as the financial intermediary in connection with approximately
US$17.2 billion of import and US$14.9 billion of export transactions in 2010 and handled approximately US$22.6 billion of
import and US$19 billion of export transactions in 2011. For the first six months of 2012, the Bank handled US$12 billion of
import transactions and US$9 billion of export transactions. The Bank also has arrangements with all major export credit
agencies that are active in Turkey.

As part of the Bank’s international fund raising activities, the Bank obtains funds through syndicated term loan

facilities, future flow transactions, eurobonds, multilateral institutions and export credit agencies, as well as bilateral
transactions. For further information, see “Funding.”
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Own-Account Securities Portfolio

In addition to securities held for customers, the Group manages its own portfolio of securities. As of June 30, 2012,
the Group’s total securities portfolio was valued at TL 46,545 million, a decrease of 4.5% from TL 48,721 million as of
December 31, 2011 (TL 51,814 million and TL 45,078 million as of December 31, 2010 and 2009, respectively).

As of June 30, 2012, the Bank’s securities portfolio was comprised of Turkish Lira-denominated floating rate
securities (48.2%), Turkish Lira-denominated discount and fixed securities (34.1%), foreign currency-denominated discount
and fixed securities (13.5%) and foreign currency-denominated floating securities (4.3%). Turkish government bonds and
Turkish government treasury bills constituted approximately 95.5% of the Bank’s total securities portfolio as of June 30,
2012. Moreover, approximately 69.3% of the Bank’s total securities portfolio was classified as “available for sale” as of
June 30, 2012. On average, the Bank holds its Turkish Lira-denominated securities for approximately one year and its foreign
currency-denominated securities for approximately 3 to 4 years.

Subsidiaries and Affiliates

Since its establishment in 1924, the Bank has played an important role not only in the Turkish financial sector but
also in certain industrial sectors in Turkey. The Bank has pioneered the development of a number of new areas of business
through investments and equity participations in the industrial and financial services sectors. Since its establishment, the
Bank has invested in the equity of 291 companies and, over time, has divested shares in 265 of these companies. As of
June 30, 2012, the Bank held direct equity interests in 26 companies operating in finance, glass, telecommunications and
other industrial and services sectors, of which four companies are classified as available-for-sale securities. As of June 30,
2012, the total book value of the Bank’s equity participations was TL 6,994 million.

Other than the strategic non-financial equity participations described under “Non-financial participations” below, the
majority of the Bank’s non-financial equity participations are held as medium-term investments. The Bank continually
evaluates opportunities to divest its stakes in these non-strategic equity participations under favorable conditions.

Financial Participations

The Bank has direct and indirect financial services subsidiaries active in the following sectors: banking, brokerage
and custody, investment banking, leasing, factoring, insurance, private pension, reinsurance, real estate investment trust asset
management and venture capital. Financial services subsidiaries enrich the product and service range that the Bank offers to

its customers through its various business lines and create cross and complementary product delivery and sales opportunities.

The following table sets forth details of the Bank’s financial participations as of June 30, 2012.
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Bank’s

Direct Group’s Shareholders’ Market
Field of Activity Share Share Assets® Equity Share
Group Company (USS$ thousands)
Tiirkiye Smai Kalkinma Bankast A.S. ................ Investment Banking 40.52% 50.00% 5,702,876% 948,166 20.50%"
ISDANK AG ... Banking 100.00% 100.00% 1,229,114 136,945 N/A
CJISC ISDANK ... Banking 100.00% 100.00% 155,747 22,583 N/A
Anadolu Anonim Tiirk Sigorta Sirketi................ Non-Life Insurance - 57.31% 1,351,751 423,698 13.49%®
Life Insurance &
Anadolu Hayat Emeklilik A.S. ...oovvvvoriereerrrnreeens Private Pension 62.00% 83.00% 3,537,945 247,338 12.80%%
Milli Reasiirans T.A.S... Reinsurance 76.64% 77.06% 942,193 307,047  19.14%%0
is Yatirrm Menkul Degerler A s. D ... Brokerage House 65.65% 70.69% 1,949,3479 410,398 8.4%®
Yatirim Finansman Menkul Degerler A.S. ........  Brokerage House - 98.42% 330,497 36,958 2.11%9
Securities
Is Yatirim Ortakhgt A.S..covvvvvvvecrsscrnee Investment Trust - 31.41% 123,735 123,086 37.69%
Is Portfoy Yonetimi A.S.. Asset Management - 100.00% 35,057 34,201 22.48%
I Finansal Kiralama A.$.%) Leasing 27.79% 57.39% 1,265,184% 301,824 5%
Is Factoring Finansman Hizmetleri A.S.............. Factoring - 100.00% 379,784 30,164 5%
Is Gayrimenkul Yatirim Ortakligi A.S.%............ REIT 42.23% 58.04% 659,588% 573,276% 5.5%
Venture Capital
Is Girisim Sermayesi Yatirrm Ortakligi A.S.?)... Inv.Trust - 57.67% 125,810% 110,935 N/A
Total 17,788,628 3,706,619

Notes:

(1) Total Assets (derived from the BRSA’s website)

(2) Gross written premiums (derived from data published by The Association of the Insurance and reinsurance Companies of Turkey)

(3) Consolidated amounts.

(4) Transaction volume (derived from the ISE’s website)

(5) NAYV (derived from the CMB’s website and the Public Disclosure Platform of the ISE)

(6) Funds under management (derived from the CMB’s website)

(7) Transaction volume in equity market (derived from the Turkish Leasing Association)

(8) Transaction volume in equity market (derived from the Turkish Factoring Association)

(9) Market Value (derived from the Public Disclosure Platform of the ISE)

(*) Milli Reasiirans T.A.S. is the sole Turkish reinsurance company operating in Turkish insurance sector with a domestic market share of 19%. The
remaining 81% is shared by foreign reinsurance companies.

Insurance. The Group provides its customers non-life and life insurance services through the Bank’s insurance

subsidiaries, Anadolu Anonim Tirk Sigorta Sirketi (“Anadolu Sigorta”) and Anadolu Hayat Emeklilik A.S. (“Anadolu

Hayat”). In addition to insurance services, the Group also provides reinsurance services through Milli Reasiirans T.A.S.
(“Milli Reastirans™).

Non-Life Insurance. Established in 1925, Anadolu Sigorta offers a range of non-life insurance policies
including fire and natural disaster, transport, accident, engineering, agriculture, health, general damage and other
insurance products. The Bank has an indirect control over Anadolu Sigorta through its subsidiary Milli Reasiirans,
which has a 57.31% share in the company. Anadolu Sigorta is the largest non-life insurance company in Turkey
with a 13.49% market share in terms of gross premiums written in the non-life insurance market as of June 30, 2012
(source: The Association of the Insurance and Reinsurance Companies of Turkey). Anadolu Sigorta had gross
written premiums of TL 1,164 million and TL 1,926 million for the six months ended June 30, 2012 and for the year
ended December 31, 2011, respectively.

For 2011 and the first six months of 2012, Anadolu Sigorta recorded a net profit of TL 4 million and a net
loss of TL 37 million, respectively. Anadolu Sigorta’s products are distributed through its 2,775 agents and through
the Bank’s and other contracted banks’ branches.

Life Insurance and Private Pension. Anadolu Hayat was established in 1990 and offers life insurance and
private pension policies. As of June 30, 2012, Anadolu Hayat was the second largest life insurance company in
Turkey with a 12.8% market share in the life insurance market according to data published by the Association of the
Insurance and Reinsurance Companies of Turkey and the largest private pension fund in Turkey with a 21.5%
market share as of the same date, according to data provided by the Pension Monitoring Center. The Bank owns a
62.0% equity interest in the share capital of Anadolu Hayat as of June 30, 2012. For the six months ended June 30,
2012, Anadolu Hayat had gross written premiums of TL 182 million and for the year ended December 31, 2011,
Anadolu Hayat had gross written premiums of TL 348 million. For the six months ended June 30, 2012, Anadolu
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Hayat had pension contribution income of TL 428 million and for the year ended December 31, 2011, Anadolu
Hayat had pension contribution income of TL 656 million. For 2011 and the first six months of 2012, Anadolu
Hayat recorded a net profit of TL 65 million and TL 39 million, respectively. Anadolu Hayat insurance and pension
products are distributed through its 240 agents and through the Bank’s and other contracted banks’ branches.

Reinsurance. Milli Reasiirans was established in 1929 to manage compulsory reinsurance transactions
within Turkey. Milli Reasiirans is the only active reinsurance company resident in Turkey fulfilling approximately
20% of the industry’s need for reinsurance coverage as of June 30, 2012 (source: Milli Reasiirans and The
Association of the Insurance and reinsurance Companies of Turkey). Since 1991, Milli Reasiirans accepts business
on a voluntary basis from Turkish insurance companies. As of June 30, 2012, the Bank owned a 76.6% direct
interest in the share capital of Milli Reasiirans. Its Singapore branch, opened in 2007, marks the first step of Milli
Reasiirans’ plans to expand its presence beyond national borders. Milli Reasiirans had premium income of TL 992
million for the year ended December 31, 2011 and premium income of TL 572 million for the six month period
ended June 30, 2012. As of June 30, 2012, the company recorded net profit of TL 77 million. In September 2011,
AM. Best affirmed Milli Reasiirans’ financial strength rating as “B++” while S&P affirmed Milli Reasiirans’
national scale rating as “trAA” in July 2012.

Investment Banking

TSKB is an equity participation in which the Bank held a 40.5% direct interest and a 50.0% group share as of
June 30, 2012. TSKB’s ordinary shares have been listed on the ISE since 1986, and as of June 30, 2012 54.06% of TSKB’s
shares were traded on the ISE and the remaining were minority shares. Founded in 1950, TSKB was the first investment bank
founded in Turkey. As of June 30, 2012, TSKB was the largest private investment bank in Turkey in terms of total assets
with total assets of TL 10,302 million and a net income of TL 175 million in consolidated figures (source: Turkish Banks
Association). TSKB is principally involved in providing long-term project financing for the domestic and international
investments of Turkish companies as well as providing foreign currency and Turkish Lira-denominated loans to the Turkish
industry. TSKB is also involved in capital market intermediary activities, portfolio management and corporate finance
advisory services. TSKB’s investment banking activities include intermediation in the sale of bonds, shares and other
instruments of Turkish companies by public offer or block sale. TSKB provides consultancy services to domestic and foreign
corporations, including locating strategic or financial partners and advising on company mergers and privatizations.

In addition, TSKB is the first Turkish-owned bank certified to ISO 14001 (the International Organization for
Standardization’s certificate for Environment Management Systems) based upon its environmental management system.
With its numerous environmental and renewable-energy related projects, TSKB is also the first and only Turkish bank to be
granted the “Financial Times Sustainable Emerging Markets Bank of the Year” award for Eastern Europe for 2008 and 2009.
Celebrating its 60th anniversary on June 2, 2010; TSKB was for the third time granted the “Sustainable Bank of the Year”
award in the Eastern Europe region under the “Emerging Markets” category of the 2010 Financial Times Sustainable
Banking Awards. TSKB also won recognition as the “Best Equity House in Turkey” in the EMEA Finance 2010 European
Banking Awards and the “Best Solution Partner Prize” in TIREC’s 2011 “Wind Power Awards Turkey.” In 2012, TSKB was
recognized as the company with the highest corporate governance rating score at the 5th International Corporate Governance
Summit organized by the Corporate Governance Association of Turkey.

Real Estate Investment Trust

Is Gayrimenkul Yatirim Ortaklig1 A.S. (“Is REIT”) is a real estate investment trust in which the Bank had a direct
equity shareholding of 42.23% as of June 30, 2012. According to the Public Disclosure Platform of the ISE, is REIT was the
fifth largest real estate investment trust in Turkey with an asset value of US$660 million as of June 30, 2012. The real estate
portfolio of Is REIT, from which the company earns rental income, is comprised of office spaces and commercial properties,
such as bank branches and shopping centers located in Istanbul and other Turkish cities. The Is Tower complex in Istanbul
where the Bank maintains its headquarters is partially owned by I3 REIT. is REIT has also been developing a residential
project in Istanbul and a mixed project comprised of a shopping mall and residential units in [zmir.

Leasing

Is Finansal Kiralama A.S. (“ Is Leasing”) was established in 1988 as a joint venture among the Bank, Société
Générale and the International Finance Corporation. The latter two entities sold their interests in 1995 and, as of June 30,
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2012, the Bank held a 27.79% direct equity interest and a 57.39% group share in the company, while the remaining shares are
traded on the ISE. As of June 30, 2012, the consolidated total assets and equity of Is Leasing amounted to TL 2,277 million
and TL 543 million, respectively. Net current leasing receivables amounted to TL 1,377 million as of the same date. As of
June 30, 2012, the distribution of leased assets by equipment categories as a percentage of total leased assets in the
company’s portfolio were as follows: machinery and construction (40%), real estate (23%), transportation (16%) and other
sectors (21%).

Brokerage and Custody

The Bank owned 65.65% of the share capital of Is Yatirim as of June 30, 2012, which commenced operations on
December 18 1996 following the implementation of capital market regulations requiring Turkish banks to conduct certain
capital market activities through separate legal entities. An initial public offering of Is Yatirim’s shares was held in May 2007
on the ISE. Is Yatirim was the first investment banking institution with its securities traded on the ISE. Is Yatirim’s principal
capital market activities are equity-related businesses and asset management.

Is Yatirim also trades fixed income securities, including government bonds, treasury bills and repurchase contracts,
for institutional and individual clients other than the Bank. Is Yatirim also provides services in equity brokerage, corporate
finance transactions (including privatizations, initial public offerings and listings on the ISE, international sales and trading of
securities) and produces nationwide industry and company-specific research reports. In order to benefit from business
opportunities in international capital markets, Is Yatirim established a financial subsidiary in London on August 8, 2005
under the name of Maxis Securities Ltd.

In the first six months of 2012, according to data provided by the ISE, I Yatirrm had the following market shares in
organized exchange transactions: 8.4% in ISE equity transactions, 11.6% in the “Outright Purchases and Sales” market of the
“Bills & Bonds” market among brokerage houses and 15.1% in the stock futures market of the TURKDEX. According to
data provided by the ISE, Is Yatirim was the market leader among licensed brokerage firms in Turkey in terms of equity
trading volume in the six months ended June 30, 2012. Is Yatirim was one of the founding partners of the TURKDEX, which
commenced its operations in February 2005, and as of June 30, 2012 it continues to be the leading brokerage firm in terms of
trading volume realized since the foundation of the market. Is Yatiim’s consolidated net sales and net profit figures for the
period ended June 30, 2012 were TL 14.2 billion and TL 79.8 million while its consolidated assets and equity amounted to
TL 3.5 billion and TL 741 million, respectively. In addition, as of June 30, 2012, Is Yatinm was the largest licensed
brokerage firm in Turkey in terms of its paid-in capital, which was TL 286 million (source: Union of Turkish Brokerage
Firms). In July 2012, Fitch Ratings Ltd. confirmed Is Yatirim’s national long-term rating as “AAA.”

Banking

Headquartered in Germany, Isbank AG was founded in 1992 as a wholly-owned subsidiary of the Bank. Isbank AG
serves in key trading and financial markets with its European network of 12 branches in Germany and one branch in each of
The Netherlands, France, Switzerland and Bulgaria. One of Isbank AG’s main priorities is the promotion of close commercial
and business ties between Europe and Turkey. As of June 30, 2012, total assets and equity figures for Isbank AG were €979
million and €109 million, respectively.

As a way of expanding its banking activities in the region, on April 27, 2011 the Bank purchased 100% of the shares
of Closed Joint Stock Company Bank Sofia operating in Russia after approval by the BRSA, the Russian Government
Commission and the Russian Central Bank. The name of the bank was changed to Closed Joint Stock Company Isbank in
October 2011. Headquartered in Moscow, the bank has six branches and eight representative offices in Moscow, St.
Petersburg, Saratov, Balakovo, Samara and Novosibirsk. As of June 30, 2012, the bank had 346 employees and its total
assets and equity amounted to 5,047 million Russian Rubles and 732 million Russian Rubles, respectively. The primary aim
of the bank is to enhance and develop its corporate and commercial relationships with Turkish companies operating in Russia
and with its Russian customers, and also to develop retail banking activities throughout Russia.

Other Financial Participations

The following table sets forth certain information, as of June 30, 2012, on other financial companies in which the
Bank or the Bank and its subsidiaries and other affiliates own 20% or more of the outstanding share capital.
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Shares owned by

the Bank and the
Company Bank’s Share  Bank’s affiliates Sector
Arap Tiirk Bankast A.S....cccoooeiiniiiniiiienne 20.58% 20.58% Banking
Is Factoring Finansman Hizmetleri A.S.......... — 100.00% Factoring
Is Girisim Sermayesi Yatirim Ortakligi A.S .. — 57.67% Venture Capital Inv. Trust
Is Portfoy Yoénetimi A.S......ccooovevvverriernenan — 100.00% Asset Management
Is Yatirim Ortakligt A.S o.ovovevveeeeeeeeeenn, — 31.41% Securities Investment Trust

Banking. Arap Tiirk Bankasi A.S. functions mostly in commercial and corporate banking. The Bank does not have a
control share in the bank and the Bank’s direct share in the total capital of the bank was 20.58% as of June 30, 2012, which
also indicates the Group’s group share in the bank. As of June 30, 2012, consolidated total assets and equity of the bank
amounted to TL 2,676 million and TL 401 million, respectively.

Factoring. The Bank has a 100% indirect group share in Is Factoring Finansman Hizmetleri A.S. (“Is Factoring”).
The company had TL 684 million in total assets and TL 54 million in equity as of June 30, 2012, while its factoring
receivables amounted to TL 667 million as of the same date. I Factoring is fully consolidated under Is Leasing.

Venture Capital Investment Trust. Is Girisim Sermayesi Yatirim Ortaklig1 A.S. (“Is Girisim™) is a venture capital
investment trust that was established in 2000 according to CMB rules as Turkey’s largest private equity fund. A 37.69%
stake of Is Girisim was floated on the ISE in 2004. The Bank holds a group share of 57.67% in the company through its
subsidiaries, holding a paid-in capital amount of TL 57.96 million.

Being one of the most active and the very few local private equity houses, Is Girisim partners with Turkish
companies to help them not only in Turkey but also globally to compete in their respective industries by sourcing
acquisitions, enhancing operational efficiencies, facilitating new market expansions and designing the optimal capital
structure to support them during the execution of their strategies.

Is Girisim’s consolidated net profit for the period ended June 30, 2012 was TL 30.2 million while its consolidated
assets and equity amounted to TL 227.3 million and TL 200.4 million, respectively.

Asset Management. s Portfoy was founded in October 2000 as a subsidiary of the Bank. All of Is Portfoy’s
shareholders are subsidiaries of the Bank. The company provides discretionary and non-discretionary asset management
services solely to institutional investors. Backed by experienced asset managers who inherited the Bank’s mutual fund
management know-how in Turkey, the company is the leader in its sector.

The size of assets managed by Is Portfoy reached TL 11.36 billion as of June 30, 2012. Is Portfoy manages 27 of the
Bank’s mutual funds from various risk categories and, as of June 30, 2012, had a market share of assets under management of
22.5% in a market size of TL 50.5 billion according to the CMB. Also, together with 17 pension funds that it manages for
Anadolu Hayat, Is Portfdy captured a 20.02% market share out of a market size of TL 17.2 billion according to the CMB.

Is Portfoy’s operating income and net profit figures for the period ended June 30, 2012 were TL 8.2 million and
TL 4.5 million, respectively, while its assets and equity amounted to TL 63.3 million and TL 61.8 million, respectively.

Securities Investment Trust. Is Yatirrm Ortakhigs A.S. (“Is Yatirim Ortakligi”) is a securities investment trust that
was founded in August 1995 and went public on the ISE in 1996. The Bank has an indirect control over Is Yatirim Ortaklig
through its subsidiaries. s Yatirim Ortaklig1 manages a portfolio composed of capital market instruments, gold and other
precious metals and has the largest portfolio in the sector with a market share of 31.2% in a market size of TL 714 million as
of June 30, 2012 according to the CMB. Is Yatirim Ortaklig1’s net profit for the period ended June 30, 2012 was TL 20.1
million while its assets and equity amounted to TL 223.5 million and TL 222.4 million, respectively.

Non-Financial Participations

In addition to its equity participations in the financial sector, the Bank holds equity stakes in companies whose
businesses (such as glass and telecommunications) are outside of its core operations. In the past, the Bank has entered into a
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number of diversified equity participations as part of the promotion and development of Turkish industry and in areas in
which its management believes investments provide a competitive rate of return. On rare occasions, the Bank has entered into
equity participations with the aim of collecting its loans through debt-for-equity swaps. The Bank’s non-financial
participations represented 2.39% and 2.36% of its total assets as of June 30, 2012 and December 31, 2011, respectively. For
the six months ended June 30, 2012, the six months ended June 30, 2011 and the year ended December 31, 2011, total
dividend income received from its non-financial participations constituted 10.8%, 13.4% and 6.8%, respectively, of the
Group’s net income. As of June 30, 2012, significant strategic non-financial equity participations of the Bank were the
Sisecam Group and Avea. These participations are strategic in the sense that they are long-term investments of the Bank in
companies with strong market positions in Turkey and neighboring areas. These non-financial participations are not
consolidated in the income statement of the consolidated BRSA Financial Statements; Zowever, they are shown under the
“Investments in Associates” and “Investments in Subsidiaries” line items at their book values in the consolidated BRSA
Financial Statements. Non-financial participations are fully consolidated in the IFRS Financial Statements.

Glass — Sisecam Group. As of June 30, 2012, the Bank held a 65.47% stake in the Sisecam Group, which it founded
in 1935. With total assets of US$4,604 million as of June 30, 2012, the Sisecam Group operates mainly in the area of glass
manufacturing (including flat glass, glassware, glass packaging and fiberglass) and the production of soda ash and chromium
chemicals. The Sisecam Group’s production facilities are located in nine countries, namely Turkey, Egypt, Russia, Georgia,
Bulgaria, Bosnia Herzegovina, Italy, Ukraine and Romania. Depending upon product category, Sisecam’s ranking in terms of
glass production capacity varies from third to sixth globally and from second to fourth within Europe according to company-
specific analysis derived from various external sources.

Telecommunications — Avea. As of June 30, 2012, the Bank together with its subsidiaries and other affiliates held
10.00% of the share capital of Avea and the remaining shares were owned by Tiirk Telekom. The Bank’s standalone share in
Avea’s paid-up capital is 7.44%. Avea is one of the three GSM operators active in Turkey and was created through the
merger of Is-Tim Telekomiinikasyon Hizmetleri A.S. with Aycell Haberlesme ve Pazarlama Hizmetleri A.S. in February
2004. The merger created significant operational and financial synergies following the integration, creating a new entity
(Avea) with significant increases both in network coverage and market share. As of June 30, 2012, Avea had approximately
13 million subscribers and a 19.7% market share in the Turkish GSM market according to data provided by the Information
and Communication Technologies Authority.

Others. The following table sets forth certain information, as of June 30, 2012, about the other non-financial
companies in which the Bank or the Bank’s subsidiaries and other affiliates own(s) 20% or more of the outstanding share

capital. None of these investments represent more than 0.15% of the Bank’s assets.

Shares owned by

the Bank and the
Company Bank’s Share Bank’s affiliates Sector
Antgida Gida Tarim Turizm Enerji ve Demir Celik San. Tic. A.S......... 99.89% 99.99% Food
Bayek Tedavi Saghk Hizm. ve I$1. A.S ..oovvvoeivoeececee e 86.90% 98.29% Health Care Services
CamisYatirim Holding A.S....cccoueeeee. 99.97% 100.00% Holding
Is Merkezleri Yonetim ve Isletim A.S .......c............ 86.33% 100.00% Facility Management
is Net Elek. Bilgi Uretim Dag.Tic.ve Iletisim Hizmetleri A.S................ 94.65% 100.00% Information Technologies
Softtech Yazilim Tek. Ar-Ge ve Yaz. Paz. Tic. A.S. — 100.00% Software
Trakya Yatirim Holding A.S ..c.ooccooieiiiiiicicnerrce e 65.34% 100.00% Holding
Gemport Gemlik Liman ve Depolama Isletmeleri A.S.. — 54.00% Port Administration
Mipas Miimessillik ith. Thr. ve Paz. A.S ......coovvvrrvererieereeseeeeerennne 99.98% 100.00% Real Estate Development
Nemtag Nemrut Liman Isletmeleri A.S.......cooocoomvimriennrreinniiennieneis 99.81% 100.00% Shipping
Kiiltiir Yaymlart I Tirk Ltd. Stie...oo.ooeeeoveoeeiereeseeseeeee e 99.17% 100.00% Publication

) The Bank’s indirect interest in this company is subject to a share sale agreement entered into in October 2012, the sale of which interest is expected
to be finalized by the end of 2012 after the receipt of required governmental approvals.

Channel Management
As of June 30, 2012, the Bank, with its 1,197 domestic branches, had the most extensive branch network of all
private sector banks in Turkey with branches in every city in the country (source: Turkish Banks Association). As of the

same date, the Bank was the leading private sector bank in terms of the number of branches in 76 cities out of 81. Unlike its
competitors, in addition to the branches in city centers, the Bank also has branches in rural districts.
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Below is a table presenting the number of branches that the Bank has in each region of the country (plus foreign
branches) as of June 30, 2012:

Regions Branches

Marmara.......ccccoeeeeeeenneeeeeeeeennns 475
Central Anatolia............cceeeeun.... 213
ACgeaN ....oveiiieiiece 181
Mediterranean .............ccceeeeeune.... 136
Black Sea ........coovevevvieeiciieeennn.. 104
South East Anatolia..................... 51
Eastern Anatolia............ccc.cc....... 37
Foreign Branches ..............cc........ 17
Total ... 1,214

The Bank opened 60, 54 and 63 new branches across Turkey in 2009, 2010 and 2011 (six branches were
consolidated with other branches in 2011), respectively, and 13 new branches in the first six months of 2012, and it plans to
open 34 further domestic branches in the second half of 2012. As well as developing its internet, telephone and mobile
banking services in recent years, the Bank has maintained a strong focus on expanding its branch network, which it considers
to be its core marketing and selling unit. Customer relationships are usually initiated and maintained at the branch level while
technical and marketing support or expertise needed to enhance customer relations is provided by the head office.

The Bank’s domestic branches are arranged in the following categories depending upon the structure of their target
markets and target customer segments and the variety of services provided:

. Corporate Branches — 10 branches as of June 30, 2012. These branches provide specialized services to
companies the meet the corporate qualification and size criteria determined by the Bank’s head office.

. Commercial Branches — 38 branches as of June 30, 2012. These branches provide specialized services to
companies within the commercial segment that meet the commercial qualification and size criteria
determined by the Bank’s head office.

. Private Banking Branches — 8 branch as of June 30, 2012. These branches provide tailored services to
customers falling within the high net worth segment according to criteria determined by the Bank’s head
office as well as customers identified as being potential high net worth customers.

. Mixed Branches — 1,141 branches as of June 30, 2012. These are non-specialized branches whose services
are not solely geared towards a specific segment of customers.

Branch openings are closely co-ordinated with ATM installation and electronic banking expansion. In terms of
installing ATMs, priority is given to branches where it is possible to shift the workload to ATMs.

In addition to its nationwide branch network, the Bank places great importance on its non-branch banking channels,
including telephone banking, mobile banking (“IsWap,” “IsCep” and “IsPad”), internet banking, ATMs and kiosks. Kiosks
are similar to ATMs but without any facility for the withdrawal of funds. In 2007, the Bank launched IsCep, which was the
first Java-based mobile banking application in Turkey, enabling fast data transfer and advanced security with a personalized
visual interface design.

The Bank had 4,641 domestic ATMs as of June 30, 2012. Based upon data provided by the Interbank Card Center,
as of June 30, 2012, the Bank maintained the largest ATM network in Turkey among private commercial banks, with a
market share of 13.62%. From October 1, 2009, debit card users were able to withdraw money from their bank accounts via
all ATM’s from all banks nationwide. Transactions via different banks’ ATMs are subject to a fee determined by the
cardholder’s bank. The Bank’s management believes that in having the largest ATM network and nationwide coverage, the
Bank will be one of the banks that will benefit mostly from this change.
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The Bank takes part in an arrangement that allows the debit card customers of various banks to use all participating
banks’ ATMs. As of June 30, 2012, the Bank had 256,375 point-of-sale terminals.

Below is a table presenting the Bank’s percentage allocation of distribution channels (by transaction numbers) for
the periods indicated:

For the six months

ended June 30,
2009 2010 2011 2012
Branches...............ccooovvvviiiiiiiiiiiieeins 39% 30% 25.19% 22.75%
Non-branch ............c..ccooooiiiiiniiiin 61% 70% 74.81% 77.25%
ATMS oo 24% 30% 30.32% 31.16%
Internet.......oovevveeeeeeeeeeeeeeeeee 32% 35% 39.78% 40.76%
Telephone ......c.ccccevevevincnenenenne 2% 1% 0.99% 1.50%
KIOSK ..o 1% * * *
Call Center.........coovuvveevveeeeeeecenne 2% 4% 3.71% 3.84%

* Beginning January 2010, kiosk transactions are consolidated with ATMs.

The Bank was the first bank in Turkey to introduce electronic banking (in 1983), “Bankamatik” ATMs (in 1987),
interactive telephone banking (in 1991), interactive banking (in 1996) and internet banking (in 1997). The Bank was the first
bank in Turkey to offer, among other services, remote stock exchange transactions through its ATMs and its electronic
banking facilities. The Bank was also the first bank in Turkey to introduce WAP telephone banking transactions, a Java-
based mobile phone banking service and a mobile signature application that enables cardless cash withdrawal and facilitates
borrowing without the need to visit a branch. As far back as of December 31, 1999, the Bank offered a wide range of remote
access services, including 144 types of transactions that could be executed over the telephone or the internet. The Bank’s
management believes that the Bank offers a wider range of banking services through its ATM network and electronic
banking facilities than any of its competitors.

All of the Bank’s retail banking services and a substantial portion of the Bank’s corporate banking services are fully
computerized. All of the Bank’s points of service, including branches and alternative distribution channels (including ATMs,
point-of-sale terminals and call centers) are linked to the Bank’s main data center located at its head office in Istanbul, which
gives the Bank the ability to centrally monitor and analyze services, while allowing most transactions to be executed on a
real-time, online basis. As of June 30, 2012, the Bank offered remote services in respect of more than 340 transactions that
may be executed over the telephone or the internet.

Information Technology

The Bank’s technology operations and initiatives are managed by two different IT divisions. These divisions
employed approximately 389 personnel, including approximately 250 professionals dedicated to developing, installing,
maintaining and operating the Bank’s software applications, management information and security systems and branch IT
systems as of June 30, 2012. In addition to these, two subsidiaries (Softtech and Isnet) provide application development and
systems operations/infrastructure services, respectively.

There is a continuous effort to implement and operate best practices such as COBIT, ITSM and CMMI which are
the most widely accepted development, service delivery, service support and IT governance standards. Most critical
operational data and software are stored on mainframe computer systems. Currently, about 3200 Windows/AIX-based servers
are installed to host or support collaboration, e-mail, database, reporting services, applications servers, general ledger,
payment systems, core banking, call center, customer relationship management (“CRM”), internet banking web hosting of the
Bank’s websites and interactive voice response applications (“/VR”).

The Bank’s main data center is located at its head office in Istanbul. The data center at the head office is the main IT
operation center and connection point for the internet and the Bank’s branches. The Bank also maintains other operation
centers in Istanbul, which are used for certain business operations and a call center.

The Bank has a contract with IBM to provide a disaster recovery solution for the Bank’s critical systems. The IBM-

operated center is located in Izmir, Turkey. In the event of a disaster, natural or otherwise, whereby the Bank cannot operate
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its technology infrastructure, the IBM system is designed to act as a surrogate technology backbone providing all of the
Bank’s services to the branches and electronic banking systems. The IBM system is designed to allow the Bank to operate
under as close to normal conditions as possible during such a disaster, although this system has never been required to date.

Since 2002, J2EE-based application servers have been chosen as the strategic growth platform for core business
applications and service-oriented architecture (SOA) backbone. In recent years, many end user applications have been
improved and modernized in both user interface and back office services by taking advantage of this new SOA backbone.
The data warehouse was renewed in 2010 using IBM’s BDW data model, and the Bank has established a strong presence in
the mobile banking market with the IsCep mobile application brand.

The Bank has continued to invest in IT and new technologies to maintain its competitive position in the Turkish
banking sector. The Bank’s IT infrastructure is being continuously improved.

Lending Policies and Procedures
Credit Approval and Monitoring

The credit evaluation process in the Bank is designed in accordance with its lending policies, which are, in turn,
based upon the principles of security, liquidity, profitability and credit risk rating. The credit evaluation process starts at the
branch level but, in accordance with credit authorization levels, may end within the branch, with the Consumer Loans
Underwriting division, the SME Loans Underwriting Unit Regions, the SME Loans Underwriting division, the Corporate or
Commercial Loans Underwriting divisions, the Credit Committee (which is comprised of the Deputy Chief Executive Officer
or the Chief Executive Officer and two members of the Board of Directors) or the Board of Directors. These units are also
supported by the Credit Information and Financial Analysis (company analysis), Economic Research (sector analysis) and
Risk Management (credit risk analysis) divisions. For further discussion on our risk management policies, see “Risk
Management.”

The following table indicates the credit approval letter that is required, which is based upon the size of the credit:

Authorization
Limit

Board 0f DIr€CLOTS ... >1US$30,000,000
Credit COMMUILIEE .....vvveiieiiieeeiee e eaes <US$30,000,000
Chief EXecutive OffICer......ccoviiiiiiiiiiiie e <US$20,000,000
Deputy Chief EXECULIVE ...c.vevvieiieeiiie ettt <US$12,000,000
Corporate, Commercial and SME Loans Underwriting .................. <US$8,000,000
Consumer Loans Division Managers, Corporate and

Commercial Underwriting Division Unit Managers ................. < US$4,000,000
SME Loans Underwriting Unit Managers.............cccceevereevennneennn. <US$3,000,000
Consumer Loans Division Unit Managers ..........c..cccceevveeverieenenenne <US$2,500,000
Corporate, Commercial and SME Loans Underwriting Division

ASSIStANt MANAZETS .....c.eoveeievieieviieie ettt <US$1,000,000
Consumer Loans Division Assistant Managers...........c..cccceceeeeuene. <US$500,000

In addition, the Bank’s branches have limited authority to extend credit in the range of US$4,000 to US$1,000,000
according to their credit extension capacities.

Prior to extending credit, each loan application is assessed initially at the branch level. The analysis undertaken takes
into consideration a number of criteria, including three years of financial statements of potential borrowers, standard credit
ratios, levels of existing indebtedness, the prior relationship of the proposed borrower to the Bank, past credit history, various
documentation relating to the operation of a potential borrower’s business, the quality of the proposed security, if any, and
evidence of income, good health and personal statistics in the case of individual loans. In each case, the loan application form
is then forwarded to the person(s) or committee with the authority to approve the loan. Loan authorities may revise the terms
of the proposed loan or may request additional collateral before deciding whether to grant the loan. The decisions of credit
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offices are facilitated by the works of the Credit Information and Financial Analysis (company analysis), Economic Research
(sector analysis) and Risk Management (credit risk analysis) divisions.

Corporate and commercial customers whose assigned loan limits exceed US$1,000,000 are graded by a detailed
credit risk rating system. Loans are extended only to firms that have a risk rating between A+ and C (on a scale of A+ to D),
and these ratings are reviewed annually. For SME customers with lower loan limits and for consumer loans, the Bank uses an
internal scoring system, where SME and micro business loan customers are scored with SME and micro application
scorecards. Both of the scorecards are divided into three score bands according to the following levels of risk potential: (a)
insufficient, (b) moderate and (c) high. The scorecards are applied for each credit proposal of the firms in these segments and
the output of the scorecard is used as a decision support system in the underwriting process. For consumer loans, credit risk
analysis is carried out initially at the branch level. Where the credit amount exceeds the relevant branch’s consumer loan
limit, loan offers are passed to the Head Office Consumer Loan division for consideration and approval. Customers’ credit
bureau records, the Bank’s application scorecard results, Central Bank records and payable installment amount (among
others) are taken into account when assessing risk.

The Bank’s senior management regularly monitors the overall quality of its loan portfolio. In order to detect
deteriorating positions in its corporate, commercial and SME loan portfolio in a more timely and efficient manner, a
behavioral model based upon data from the Central Bank’s Risk Centralization division and from a selection of internal
behavioral indicators has been developed. Indicators include defaults on liabilities and commitments, such as unpaid
principal or interest, unpaid checks, protested drafts or bonds and unpaid commissions. All corporate, commercial and SME
customers are monitored monthly and each customer is flagged according to risk classes determined by the model. This is a
supportive process for both decision-making on new credit assignments to existing customers and taking actions to prevent
borrower default. In addition, the Corporate Loans Underwriting division reviews relevant governmental regulations and
internal bank policies and reports to the relevant authorities. The relevant loan authority and/or branches are then responsible
for monitoring the credit to prevent borrower default. The Credit Information and Financial Analysis division prepares
financial analyses on a yearly basis using published financial statements and reviews the credit exposure of customers to
other financial institutions and customer payment history based upon information supplied by the Central Bank.

Concentration Limits

The Bank has certain internal concentration limitations for its loan portfolio, which limits are even more stringent
than the regulations set by the BRSA. The Bank’s internal regulations also differ from the BRSA regulations in certain ways,
such as, in the internal regulations, non-cash loans are included in the calculation by their nominal values, whereas in BRSA
regulations there are certain credit conversion factors for non-cash loans (e.g., 50% or 40% of the nominal value may be
applied in the calculation of the risk).

The following table shows the BRSA legal limits for each of the major concentrations:

Turkish
legislation
A borrower’s indebtedness/own funds' .................ccoccoovvceriiinnnn. 25%
A group of borrower’s indebtedness/own funds'................cc..coo..... 25%
The Bank’s own risk group’s indebtedness/own funds'”.................. 20%
Total of large loans cannot exceed the own funds over® ... 800%

(1) Own funds calculated as the total of core capital and supplementary capital as required by the BRSA in the capital adequacy
calculation regulation.

(2) Large loans are the loans made available to a real or legal person (or risk group) that equals or exceeds 10% of a bank’s own
funds.

Loan Classification and Provisioning Policy
The Bank classifies its total loan portfolio in accordance with current Turkish banking regulations in its financial

statements. Pursuant to these regulations, banks are required to classify their loans and receivables in one of the following
groups:
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Standard Loans and Other Receivables (Group I) — All loans and receivables are fully collectible or
expected to be paid in full in a timely manner where the debtor is financially strong. Loans that are paid in due time
and that suffer insolvency up to 30 days are classified in this group.

Closely Monitored Loans and Other Receivables (Group II) — In the event that a deterioration in the
financial condition or in the cash flow of the debtor is evidenced, or there is sufficient proof or risk that repayment
will not be made in a timely manner and in accordance with the conditions as set forth in the applicable loan
agreement, loans and receivables must be allocated to this group. Nevertheless, in order to be classified in this group,
there must be an expectation that such loans or receivables will be repaid in full. It is not required to provide any
specific reserve for this group of loans. Loans whose maturity exceeds 30 days, but that do not meet the requirements
to be classified in Group III regarding the length of the default in payment, are among this group.

Loans and Other Receivables with Limited Collectability (Group III) — In the event that the principal and/or
accrued interest on a loan or receivable is not paid within a period of 90-180 days following its due date, then such
loan or receivable must be allocated to this group.

Loans and Other Receivables with Remote Collectability (Group IV) — In the event that the principal and/or
accrued interest on a loan or receivable is not paid within a period of 180 days to one year following its due date but
there is still an expectation that the debtor may get additional financing by way of a merger, capital increase or cash
injection, then such loan or receivable must be allocated to this group.

Loans and Other Receivables Considered as Losses (Group V) — In the event that there is no likelihood of
collection on a loan or receivable, or the principal and/or accrued interest thereon is not paid or not expected to be
paid within one year following its due date, such loan or receivable must be allocated to this group.

In the event that a loan is not expected to be paid within 90 days of the due date or the net equity of the debtor and
the security provided is not sufficient for the repayment of a loan or receivable, it can be directly classified as an NPL without
considering any unpaid period.

Pursuant to these regulations, all loans and receivables in Groups III, IV and V above and the collection of whose
principal and/or accrued interest payments thereon have remained unpaid for 90 days following their due dates are classified
as NPLs.

Furthermore, if: (a) the Bank’s management has reason to believe that the borrower will default or (b) a guarantee is
not paid within 90 days following the date of indemnification, the Bank has to classify the unpaid loan and all other loans of
the same borrower as non-performing regardless of whether they have reached maturity.

For NPLs, the Bank is required by the applicable regulations to provide a specific reserve. These specific reserves
must be set aside for NPLs in Groups III, IV and V described above in the amounts of 20%, 50% and 100%, respectively, of
the relevant uncovered portion (net of collateral of the loan — net exposure) of the loan or receivable. The uncovered portion
of a loan is calculated by deducting the cash equivalent value of collateral from the NPL. Collateral is taken into
consideration in the calculation with respect to its liquidation level, applying between 100% and 25% of its notional values.

The following table sets forth charge-offs and recoveries during each of the six month period ended June 30, 2012
and the years ended December 31, 2011, 2010 and 2009.

Six month period

ended June 30, Years ended December 31,
2012 2011 2010 2009
(TL millions)
Reserve at beginning of period....... 2,109 2,464 2,818 2,247
Charge for the period..........ccccccuee. 414 988 1,006 1,993
Write-offS ...oooeiiiiiee e 109 253 277 431
Recoveries ......oovvvvviieeiiiiieiiiieec, 363 1,089 1,083 991
Provision at end of period............... 2,049 2,109 2,464 2,818
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Turkish regulations also require Turkish banks to provide: (a) a general loan loss reserve calculated at 1% of their
total standard cash loan portfolio and 2% of their watch-list cash loan portfolio and comprising any loan that is considered to
be a cash loan pursuant to the applicable banking law provisions and (b) a general reserve calculated at 0.2% of their total
standard non-cash loan portfolio (letters of guarantee, acceptance credits, letters of credit, undertakings and endorsements)
and 0.4% of their watch-list non-cash loan portfolio. Furthermore, regulations also require banks to provide general reserves
equal to: (a) 5% of their standard cash loan portfolio and watch list cash loan portfolio whose loan conditions will be
amended in order to extent the first payment schedule, (b) 4% for standard and 8% for watch list consumer loans other than
auto loans and housing loans, all applicable for the banks whose consumer loans to total loans ratio is above 20% or those
having a ratio of non-performing consumer loans (other than auto loans and housing loans) to consumer loans (other than
auto loans and housing loans) above 8%, and (c) 10% for standard and watch list consumer loans (other than auto loans and
housing loans) whose loan conditions will be amended in order to extent the first payment schedule and for those banks
whose consumer loans to total loans ratio is above 20% or those having a ratio of non-performing consumer loans (other than
auto loans and housing loans) to consumer loans (other than auto loans and housing loans) above 8%.

See also “Turkish Regulatory Environment — Loan Loss Reserves.”
Portfolio Supervision and NPLs

Where a loan becomes impaired due to a delay in its principal or interest repayment of more than 90 days, the Bank
classifies the loan as an NPL and classifies it under Group III as set out in the Turkish regulations. Accrued but uncollected
interest must be deducted from revenue records. Interest on such a loan cannot be recorded as income unless collected.
Furthermore, restructured loans are transferred to the “Renewed and Restructured Loans Account” according to collection
performance as defined in the related decree. Under the Regulation on Provisions and Classification of Loans and
Receivables, legal provisioning requirements for renewed and restructured cash and non-cash loans are 2% and 0.4%
respectively. The amount of NPLs restructured and transferred to the “Renewed and Restructured Loans Account” in the six
months ended June 30, 2012 and in the years ended December 31, 2011, 2010 and 2009 totaled TL 94.8 million, TL 101.8
million, TL 121.4 million and TL 128.7 million, respectively. The ratio of restructured NPLs to total NPLs as of June 30,
2012 and December 31, 2011, 2010 and 2009 was 4.89%, 5.13%, 5.04% and 4.65%, respectively. Other loans that are not
classified as NPLs may also be restructured. As of June 30, 2012, restructured performing loans constituted 1.6% of the
Bank’s total performing loan portfolio.

Due to its high recovery rates, the Bank has, in general, given priority to the recovery of NPLs through negotiations
and initiating legal proceedings as opposed to sales. The Bank currently prefers to use negotiations to work-out NPLs over
legal procedure, as legal procedures are a lengthier and costlier process. Before 2009, the Bank managed its NPL portfolio
through recovery alone. However, the Bank signed two NPL sales contracts in 2009 and since then has periodically sold NPL
portfolios as market conditions were attractive to do so. NPLs that are sold may be written off either before or at the time of
sale.

The following table sets forth details of the movements in the Group’s NPL portfolio as of each of June 30, 2012
and December 31, 2011, 2010 and 2009.

As of
June 30, As of December 31,
2012 2011 2010 2009
(TL millions)

Balance at the beginning of the period..........ccccevvevievenennne 2,109 2,464 2,818 2,247
AAIIONS ... 411 988 1,006 1,993
RECOVEIIES™!) ... 334 1,075 1,025 991
Portfolio Sale .....ccveveeiiiiecieecece e 136 88 329 224
WIite-0F e 1 179 6 207
Balance at the end of the period .........ccccooeeviininiencinienne, 2,049 2,109 2,464 2,818

(1)
()

Excluding the portfolio sales.
Including foreign currency effect.
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The following table sets forth details of the Group’s renewed and restructured loan accounts as of June 30, 2012 and

each of December 31, 2011, 2010 and 2009.

As of
June 30, As of December 31,
2012 2011 2010 2009
(TL millions)
1,518 1,318 782 1,147

Loan Portfolio Quality

The following table sets forth details of the Bank’s NPL/Total Loan ratios as of each of June 30, 2012 and

December 31, 2011, 2010 and 2009.

As of
June 30, As of December 31,
2012 2011 2010 2009
Total NPL (TL million) .......c..cccvveveennnne. 1,940 1,984 2,407 2,768
Coverage Ratio.......cccceceveveeincncncenennn, 100.0% 100.0% 100% 100%
NPL/Total Loans .........cccceeeveevueeeeeeneeenen. 1.9% 2.1% 3.6% 5.4%

The following table sets forth details of the Bank’s NPL ratios by loan categories as of each of June 30, 2012 and

December 31, 2011, 2010 and 2009.

As of
June 30, As of December 31,
2012 2011 2010 2009
Consumer loans"..........ccccocovvveninnne. 1.3% 1.5% 2.9% 4.4%
Credit card loans ..........ccocoeevevveveeeennn. 4.4% 5.2% 9.1% 10.2%
Total Loans...............ooooooool. 1.9% 2.1% 3.6% 5.4%

(1) Including retail overdraft accounts.

As of December 31, 2011, the Bank’s NPL ratios were 1.5%, 5.2% and 2.1% for consumer loans, credit card loans
and total loans, respectively, each close to the sector averages according to the BRSA. The Bank’s NPL ratios for the same

segments as of June 30, 2012 were 1.3%, 4.4% and 1.9%, respectively.

Collateral

Pursuant to the Regulation on Provisions and Classification of Loans and Receivables there are five categories of
collateral as set out in the table below. The amount of the specific reserve that is to be allocated is determined after the cash
equivalent value of the collateral is deducted from the amount of the NPL. In this calculation, only the portion of the
collateral that is equal to the amount of the NPL is taken into consideration. Each category of guarantee has its own rate of

consideration as indicated below:

Category of Evaluation
Collateral Types Ratio
1 Treasury bonds, cash, dePOSItS, CTC......eeruiririiiiieiieie ettt ettt e e e 100%
2 Mortgages, promissory notes based upon real commercial transactions, equities, corporate
bonds, bank GUATANTEES, ©LC. .....vevueeiirtieiiriertieie ettt sttt ettt st ebbesbeenaesaeenbeeene s 75%
3 Personal guarantees, export documents, movable pledges, etC.........covvviririinirininencnenene. 50%
4 OFRETS ..t ettt ettt et ettt ettt ettt et 25%
5 UNSECUIEA LOANS. ...ttt ettt ettt et et e —
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Related Party Transactions

All related party transactions of the Bank are subject to the same approval procedures as those applicable to its
customers (see “Lending Policies and Procedures” above).

The Banking Law places limits on a bank’s exposure to related parties. Under the Banking Law, the total amount of
loans to be extended by a bank to its risk group must not be more than 20% of its own funds. As of June 30, 2012, the Bank’s
total net exposure to its risk group totaled TL 2,440 million, an amount corresponding to 11.9% of its own funds. The Bank is
therefore within the limits of the Banking Law in terms of its exposure to its subsidiaries and other affiliates.

In addition, the Banking Law limits the total amount of loans to be made available by banks to all shareholders,
irrespective of whether they are dominant partners or whether they own qualified shares (excluding those that have a less-
than 1% share in the capital of a bank), and to persons who have indirect loan relations with such persons, which amount to
50% or more of their own funds. With a negligible amount of exposure to its shareholders and their risk group as of June 30,
2012, the Bank is well within the limits set by the BRSA.

Employees and Benefits

As of June 30, 2012, the Bank had 24,641 employees. The following table sets forth the year-end number of
employees for the past five years and June 30, 2012.

Employees
December 31, 2007.....c.c..coovvveeecnneeann. 19,414
December 31, 2008..........cccveevenveenn. 20,924
December 31, 2009.........ccoovevevvnnenn. 22,473
December 31, 2010.........cccevveeenneeenn. 23,944
December 31, 2011....ccooovnvieienieenns 24,887
June 30, 2012 ..o, 24,641

The Bank focuses on ensuring that employees have the level of education suitable for operational effectiveness and a
career at the Bank. As of June 30, 2012, 21% of the Bank’s employees had only a secondary school education, 2% were
graduates of two or three years at college, 68% were graduates of universities relating to the banking industry, 5% were
graduates of other universities and 4% had postgraduate degrees. Historically, the Bank has sought to maximize the
opportunity for career development for its employees, with all positions filled through internal promotions and assignments
as possible.

The Bank’s workforce accounted for 13.44% of all banking industry employees in Turkey as of June 30, 2012
according to the Banks Association of Turkey. The Bank’s personnel turnover rate (i.e., resignations excluding retirees) is
very low, amounting to 2.86% and 2.76% in 2010 and 2011, respectively, and 1.42% for the first six months of June 30,
2012. As of June 30, 2012, the Bank’s employees (excluding security guards) had, on average, 8.48 years of experience in the
Bank and an average age of 33.39 years. The Bank places a high priority on personnel training and career development.
Through its staff training department, the Bank operates training programs focusing on skills appropriate to the operations to
be performed.

Almost all of the Bank’s employees are members of Basisen, the Turkish union for the banking and insurance
industries. Basisen and the Bank are parties to a collective bargaining agreement of two years in duration whereby a two-year
agreement came into effect in April 2010. This agreement is continuing as of the date of the Offering Circular and is due to
be renewed after October 2012. The Bank’s management believes that the Bank has good relations with Basisen, the sole
union associated with the Bank.

Employees of the Bank participate in two private pension funds. All employees are members of the Isbank Pension
Fund established and operating under Turkish social security regulations. In addition, the majority of employees participate in
the Tiirkiye Is Bankas1 A.S. Mensuplar1 Munzam Sosyal Giivenlik ve Yardimlasma Sandig1 Vakfi (the “”)isbank Personnel
Supplementary Pension Fund’). The Bank and its employees contribute to both pension funds. On retirement, The Bank
makes an additional lump-sum retirement payment, with employees entitled to receive pension salaries from the pension
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funds. See “Management’s Discussion and Analysis of Financial Condition and Results of Operations - Critical Accounting
Policies — Employee Benefits Obligations.”

For pension funds, Law no. 5754 “Emendating Social Security and General Health Insurance Act and Certain Laws
and Decree Laws”, which was published in the Official Gazette dated May 8, 2008 and numbered 26870, decrees that
payment obligations to the contributors of bank pension funds and their rightful beneficiaries will be transferred to the Social
Security Institution and will be subject to this law within three years after the release date of the related article without any
need for further operation and that the three year transfer period can be prolonged for up to two years by a decision of the
Turkish Cabinet; however, the law “Emendating Social Security and General Health Insurance Act”, which was published in
the Official Gazette dated March §, 2012 and numbered 28227, raised the two year period to four years. The initial three-year
transfer period was extended for two years by a Cabinet decision dated March 14, 2011, which was published in the Official
Gazette dated April 9, 2011 and numbered 27900.

Legal Proceedings

In the normal course of its business, the Bank is party to certain legal proceedings, whether as plaintiff or defendant,
but the Bank’s management does not believe that any such proceedings, individually or taken together, are likely to have a
material adverse effect on the business of the Group or on the results of its operations or financial condition.

Competition Board Investigations

Competition in Turkey is mainly regulated by Law No. 4054 on the Protection of Competition. This law is enforced
by the Competition Board, which has the power to investigate possible breaches and impose fines.

In August 2009, the Competition Board released a report announcing that it had initiated an investigation of eight
major banks, including the Bank, into allegations of collusion among such banks in relation to the provision of promotions to
public and private corporate customers while providing payroll deposit services, in breach of the Competition Law. After its
investigation, the Competition Board announced in March 2011 that it imposed an administrative fine amounting to
TL 12,987,340 on the Bank with the possibility of the Bank’s appealing the fine to the Council of State. In September 2011,
the Bank announced that TL 9,740,505 of the fine (the amount calculated by benefiting from the discount within the
framework of the provision of Article 17 of the Misdemeanor Law No. 5326) had been paid the Bank on September 21,
2011; provided that the Bank reserved its right to litigate against the related decision and to claim for refund. The appeal
process is still currently pending.

In November 2011, the Bank, together with 11 other banks operating in Turkey, was subject to another investigation
by the Competition Board. The Competition Board announced that it had initiated an investigation of 12 major banks
(including the Bank), as well as two other financial institutions, with respect to allegations of acting in concert regarding
interest rates and fees on deposits and loans in breach of the competition law. To date, no fines have been imposed on any of
the banks. If the Competition Board determines that the banks have acted in breach of competition law, then it may
implement measures to remedy such breaches, which may include the imposition of substantial fines on the banks, including
the Bank if applicable; however: (a) the banks will have the right to appeal any such determination and (b) while the size of
any such a fine is uncertain, in past circumstances the Competition Board has imposed fines equal to a small percentage of
the revenues obtained by the relevant banks in the relevant markets. The investigation process is ongoing and is expected to
be completed in 2013.

Anti-Money Laundering Policies

Turkey is a member country of the FATF and has enacted laws and regulations to combat money laundering,
terrorist financing and other financial crimes. Minimum standards and duties include customer identification, record keeping,
suspicious activity reporting, employee training, an audit function and designation of a compliance officer. Suspicious
transactions must be reported to the Turkish Financial Intelligence Unit, Financial Crimes Investigation Board. In Turkey, all
banks and their employees are obliged to implement and fulfill certain requirements regarding the treatment of activities that
may be referred to as money-laundering.
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The main provisions of the applicable law include regulation of: (a) client identification, (b) reporting of suspicious
activity, (c) training, internal audit and control, risk management systems and other measures, (d) periodical reporting, ()
information and document disclosure, (f) retention of records and data, (g) data access systems to public records, (h)
protection of individuals and legal entities and (i) written declaration of beneficial owners by transacting customers, among
other provisions. Suspicious transactions must be reported to the Turkish Financial Intelligence Unit and the Financial
Crimes Investigation Board.

To ensure that the Bank and its financial subsidiaries are not used as an intermediary in money laundering and other
criminal activities, a program of compliance with the obligations of anti-money laundering and combating the financing of
terrorism rules, which is to be followed by all employees, has been implemented throughout the Bank and its financial
subsidiaries. This program includes written policies and procedures, assigning a compliance officer to monitor this matter, an
audit and review function to test the robustness of anti-money-laundering policies and procedures, monitoring and auditing
customer activities and transactions in accordance with anti-money laundering legislation and regulations and employee
training.

Compliance with OFAC Rules

OFAC administers regulations that restrict the ability of US persons to invest in, or otherwise engage in business
with, Sanction Targets. Before opening an account for, or entering into any transaction with, a customer, the Bank ensures
that such customer is not listed as a Sanction Target. In addition, the names of all customers and all incoming and outgoing
transactions are continuously and automatically screened against the list of Sanction Targets. All daily transactions are
further reviewed for compliance with OFAC rules by the Bank or a third party screening company.

Accordingly, the Bank’s policies restrict the Bank from engaging in any prohibited business investments and
transactions with Sanction Targets, including Iran.

Credit Ratings
Each of the Bank’s credit ratings from Standard & Poor’s, Moody’s and Fitch as of the date of this Offering Circular
are set out below. A credit rating is not a recommendation to buy, sell or hold securities and may be subject to suspension,

change or withdrawal at any time by the assigning rating agency.

Standard & Poor’s (May 4, 2012)

Foreign Currency Counterparty Credit Ratings BB/ (Stable) / B
Foreign Currency Certificate of Deposit BB/B
Bank Survivability Assessment NR
Moody’s (July 3,2012)
Long term Foreign Currency Deposit Ba2
Outlook on Foreign Currency Deposit rating Stable
Short Term Foreign Currency Deposit NP (Not Prime)
Long term Local Currency Deposit Baa2
Outlook on Local Currency Deposit rating Stable
Short term Local Currency Deposit Prime-2
BFSR D+
Outlook on BFSR Stable
Fitch (July 2, 2012)
Long term Foreign Currency IDR BBB- (Stable)
Short Term Foreign Currency F3
National Long Term Rating AAA (tur) (Stable)
Support 3
Long term Local Currency IDR BBB- (Stable)
Short term Local Currency F3
Viability Rating BBB-
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RISK MANAGEMENT
General

The Bank’s management believes that assessment and control of risk is critical to the Group’s success. The Bank
closely identifies, measures, monitors and manages the risks arising from the Group’s operations. The Bank monitors and
manages the mismatch of maturities, the size and degree of interest rate and exchange rate exposure and its counterparty
credit quality in order to minimize the effect of these risks on profitability. The Group’s current system of risk control and
risk management, including the Group’s operational risk framework, operational risk policy, application principles and
disaster recovery plan, has been in place since 2002. The Group’s system of risk control and risk management is reviewed
and modified as necessary and is integrated into the Group’s internal systems for planning, management and control.

The Bank continues to maintain and further develop its risk management system, which has been established both to
meet its internal risk management needs and to comply with its legal and regulatory requirements, including the Basel criteria
and the BRSA’s regulations. Risk management personnel are also involved in risk, control and compliance analysis processes
of the Bank’s new products and services. The process comprises not only new but also expanded or modified products and
services that may have significant effect on the Bank’s risk profile. During this process, the “Internal Systems” group
conducts risk, control and compliance due diligence and, throughout the process, Risk Management personnel is responsible
for ensuring that all potential risks that may affect the Bank’s business strategy and risk profile are analyzed and conveyed to
the related parties.

Internal Systems

The Bank’s “Internal Systems” group is comprised of the Bank’s Board of Inspectors, the Internal Control division,
the Risk Management division and the Corporate Compliance division. This system has been structured based upon
management’s assessment of best market practices in Turkey and internationally and in accordance with the principles and
organizational set-up required by Turkish regulations.

The Bank applies sophisticated risk management methods and techniques available in the international banking
arena. Risk management is a dynamic process for the Group, evolving alongside developments in international practices and
regulations.

The Board of Inspectors and Internal Control, Risk Management and Corporate Compliance divisions report to the
Board of Directors through the Audit Committee.

Board of Inspectors

The Board of Inspectors aims to ensure that the activities of the Bank are fully and efficiently implemented in
compliance with all applicable laws and corporate regulations. It also serves to secure the accuracy, reliability, completeness
and timeliness of all financial and management information.

The scope of the audit process covers all activities and units of the Group. The branches, head office units,
subsidiaries, associates and financial participations, information technology and banking processes are periodically audited in
accordance with the Bank’s audit plan, which is based upon risk-based methodology. Other than these periodic, risk-based
audits, the Bank also performs special audits upon the request of the Board of Directors or the Audit Committee.

The audit process includes both the on-site and off-site examination of all material information, accounts, records
and documents and all other factors that may affect the operations of the Bank. The Board of Inspectors also assesses the
adequacy and effectiveness of the internal control, risk management and compliance systems.

Internal Control Division

The Internal Control division focuses on the internal control system of the Bank, which is structured within the
BRSA framework. The Internal Control division controls all branches, the head office divisions that are directly related to the
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Bank’s main banking activities and all subsidiaries that are subject to consolidation according to principles determined in
accordance with applicable international auditing standards.

The Internal Control division aims to examine, monitor, design and co-ordinate the Bank’s internal control activities
to enable banking activities to be carried out along the objectives, principles and provisions laid down by the Bank’s
management, and the legislation and regulations in effect, in a secure and efficient manner. Controls on compliance with the
relevant laws and regulations, controls on assets, limits, approval and authorization, IT controls and controls on financial
reporting systems are implemented in accordance with the charter of the Internal Control division, with the objective of
achieving a strong and efficient internal control system in relation to the Bank’s banking operations.

Internal controllers conduct on-site control activities in the Bank’s head office divisions (including information
systems divisions) and branches. On-site controls are supported with centralized computer-assisted control activities.

Risk Management Group

The Risk Management Group is made up of the Risk Committee as well as the Credit Risk and Economical Capital
unit, Asset Liability Management Risk unit and Operational Risk, Model Validation and Subsidiary Risk unit operating under
the Risk Management division. The Risk Management division is responsible for measuring, monitoring, analyzing and
reporting on both financial and non-financial risks.

Corporate Compliance Division

The Corporate Compliance division is responsible for the co-ordination of compliance functions and activities
implemented in the Bank’s branches and head office divisions. The Corporate Compliance division consists of three
sub-units, namely the Regulatory Compliance unit, the Banking Activities Compliance unit and the Anti-Money Laundering
Compliance unit. Together, these units aim to contribute towards the internal management of compliance risk, ensuring that
the Bank remains in compliance with the relevant legislation, regulations and standards.

The duties and responsibilities of the Compliance Officer as set out in the Prevention of Laundering Proceeds of
Crime Law (as described in “—Anti Money Laundering and Combating Financing of Terrorism Policies” below) and other
relevant regulations are fulfilled by the Head of the Bank’s Corporate Compliance division in his capacity as Compliance
Officer of the Bank.

Treasury Division

The Treasury division is responsible for managing and implementing the Bank’s asset and liability positions on a
day-to-day basis with a special emphasis on Turkish Lira and foreign currency liquidity, ensuring the availability of funds for
all products and services distributed through the Bank’s network.

The Treasury division’s activities are held in the domestic and international money, currency and capital markets.
The Treasury division also has the responsibility of determining the fund transfer pricing (“F7P”) of Turkish Lira and foreign
currency-denominated loans and deposits.

The Treasury division consists of separate groups concentrating on different activities such as Turkish Lira liquidity
and securities portfolio management, foreign currency liquidity and securities portfolio management, Turkish Lira/foreign
currency trading through both international and domestic foreign exchange markets and the pricing of derivative products.
Apart from these trading floor activities, the Treasury division employs personnel from the Bank’s back office operations.
The risk exposure arising from changes in market conditions, counterparty risk and liquidity risks are monitored on a daily
basis by a separate desk within the Treasury division. The Asset and Liability Management desk of the Treasury division is
responsible for determining FTP, developing business strategies based upon developments in the banking system and
reporting results.

The Treasury division’s activities include, among others, the following:

(a) managing the Bank’s liquidity position,
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(b) managing the Bank’s investment portfolio,
(c) daily trading in order to enable the Bank to benefit from any advantageous market opportunities,

(d) managing the Bank’s net foreign currency position, ensuring that its remains within the limits set by the
Turkish banking authorities and the risk appetite of the Bank as set by its Board of Directors,

(e) managing the composition of any long or short foreign currency position,

(f) utilizing derivative instruments, such as currency and interest rates swaps, as well as forward, futures
and options transactions, for general hedging purposes,

(g) determining the Bank’s Turkish Lira/foreign currency rates, which are used by its branches in pricing
Turkish Lira/foreign currency transactions for their clients,

(h) managing the Bank’s foreign currency cash stocks and providing services to domestic banks enabling
the transportation of their foreign currency denominated cash from Turkey to a related country,

(1) pricing high volume Turkish Lira and foreign currency-denominated deposits of financial institutions
and charities similar to the money market transactions in terms of pricing besides the determination of FTP for both
Turkish Lira and foreign currency-denominated loans and deposits,

(j) pricing structured finance deals and bilateral loans,

(k) mitigating counterparty risk arising from treasury transactions through ISDA Credit Support Annex
related collateral management,

(1) monitoring market risk on the Bank’s trading book via the traders limit system, and

(m) finalizing the operational processes of the Bank’s front office transactions, including the management
of Turkish Lira and foreign currency money transfers.

Asset Liability Management

The main responsibility of the Treasury division is to manage the Bank’s assets and liabilities in accordance with the
strategies set by the Asset and Liability Committee (“ALCO”). ALCO is responsible for forming and overseeing the
implementation of the asset and liability management strategy of the Bank and its objective is to structure the Bank’s balance
sheet in view of liquidity needs and market risk (both interest rate and exchange rate risks), while ensuring that the Bank has
adequate capital and is using its capital to maximize net interest income. ALCO generally meets monthly, or more frequently
if necessary, to review the Bank’s risk exposure, set the Bank’s policy for risk exposure (arising from its positions in respect
of loans, investment securities and deposits in terms of market risk, together with risks arising from inflation rates, the Bank’s
liquidity position, capital adequacy and the macro-economic environment including domestic and international political and
economic events), determine the Bank’s strategies for interest rate levels and terms for loan deposits and determine maturities
and the pricing of loans and deposits. ALCO also supervises the implementation process relating to these decisions.

ALCO is chaired by the Bank’s Deputy Chief Executive who is also responsible for the Treasury division and
Economic Research division. The other Deputy Chief Executives who attend ALCO meetings are those in charge of the
following functions: corporate and commercial banking, corporate and commercial loan underwriting, credit risk
management and portfolio monitoring and SME loans underwriting, retail and private banking, strategy and corporate
performance management, capital markets and international banking, subsidiaries and financial management. The Head of
the Treasury division is also a member of ALCO and is in charge of coordinating and reporting with respect to ALCO
meetings.

ALCO sets the Bank’s policies for interest rate levels and the terms for loans and deposits and makes decisions
regarding the maturities and pricing of loans and deposits. Every week, a sub-committee of ALCO, the Asset and Liability
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Management Unit (“ALMU”), gathers to discuss the latest developments in the financial markets and sets the main
framework for the following week’s policies and pricing strategies. Decisions made in ALCO thus constitute the basis for
decisions made in ALMU. ALMU is chaired by the head of the Treasury division. Other members include the heads of the
retail banking product division, corporate banking product division, commercial banking product division, consumer loans
division, economic research division, financial management division, risk management division, strategy and corporate
performance division and capital markets division, as well as the unit managers of the Treasury division.

Based upon the decisions made in ALMU and ALCO meetings, the Bank’s Treasury division is responsible for
managing and implementing the Bank’s asset and liability positions and policies on a day-to-day basis and ensuring the
availability of funds for all of the Bank’s products and services distributed through its network. The Treasury division
measures and evaluates on a daily basis the Bank’s risk exposure and unfavorable changes in market conditions and regularly
monitors the short-term mismatches between assets and liabilities. For further information, see “Treasury Division” above.

Composition of the Group’s main assets and liabilities

The Group’s main assets are comprised of cash and banks, loans and securities. As of June 30, 2012, the Group’s
total assets increased to TL 189,217 million from TL 183,936 million as of December 31, 2011. The following chart sets
forth details of the composition of the Group’s main assets and liabilities by currency as of June 30, 2012 and December 31,
2011 and 2010:

As of June 30, As of December 31,
2012 2011 2010
(Foreign (Foreign (Foreign
(TL) Currency) (TL) Currency) (TL) Currency)

Assets

Cash and Banks.............cccoveeennn.. 18.8% 81.2% 30.4% 69.6% 44.3% 55.7%

Loans ...ooccovviiiieiiee e, 63.8% 36.2% 61.0% 39.0% 65.5% 34.5%

Securities Portfolio .............cc....... 82.4% 17.6% 76.6% 23.4% 79.1% 20.9%
Total Assets...........cccovvvveeeeiiiiinieeeeenns 66.2% 33.8% 63.9% 36.1% 70.2% 29.8%
Liabilities

Deposits ...cceevvereeniieieieeereeeee 57.1% 42.9% 60.1% 39.9% 66.1% 33.9%

Funds Borrowed"...........cc..cooovene. 47.9% 52.1% 41.4% 58.6% 33.4% 66.6%
Total Liabilities ....................c............. 63.4% 36.6% 63.0% 37.0% 67.3% 32.7%
Notes:
(1) Including interbank, repo funds and marketable securities issued (consisting of TL and foreign currency-denominated bills and bonds issued by the

Bank).

The following chart sets forth the composition of the Group’s main assets and liabilities by maturity as of June 30,
2012:
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0-One (Three Three to 12

Month Months Months »12 Months
Assets
Cash and Banks.........cccceveeviiiieniieiinieieneeeeeeeen 95.4% 3.7% 0.7% 0.2%
L0aNS™ oo 24.0% 7.2% 22.5% 46.3%
Securities POrtfolio.........cccocevevenenenicnenenicicienee 1.8% 5.7% 13.7% 78.8%
Total AsSets'”...........cocoommervierreinrieenrieeseei 27.5% 6.2% 17.3% 49.0%
Liabilities
DEPOSIES.c.iieiiietieie e 78.8% 16.2% 4.1% 0.8%
Funds Borrowed™ .........coovvemmerrecnriceenneicneneees 44.2% 13.2% 17.0% 25.5%
Total Liabilities™” ............cccooovvimrriininirnnriinns 68.9% 14.5% 8.6% 8.0%
Notes: Derivative Financial Assets Held for Trading amounting to TL 719,208 thousand are included in the securities portfolio.
(1) Including factoring receivables.
2) Excluding unallocated assets.
3) Including interbank, repo funds and marketable securities issued (consisting of TL and foreign currency- denominated bills and bonds issued

by the Bank).

4) Excluding unallocated liabilities.

As part of its internal asset liability management policy, the Bank seeks to structure its securities and loan portfolios
such that the borrowing side matches the lending side in terms of total Turkish Lira/foreign currency exposures or fixed
rate/floating rate exposures in order to minimize risk. The Bank also utilizes derivative transactions in order to hedge itself
against interest rate risk and foreign currency risk, as well as liquidity risk.

Market risk

Market risk is defined as the risk of loss in the trading portfolio of the Bank arising from movements in market
prices, such as interest rates, equity prices, foreign exchange rates and credit spreads that may affect the Bank’s assets,
income or the value of its holdings of financial instruments. The objective of market risk management is to monitor and
control market risk exposures within acceptable parameters, while optimizing the return on risk.

The level of market risk to which the Bank is subject is measured by two separate methods known as the “Standard
Method” and the “Value at Risk (“VaR”) Method”. Both methods are in accordance with local Turkish regulations as
adopted from internationally accepted practices.

Using the Standard Method, market risk measurements are carried out on a monthly basis. The results of these
measurements are included in the Bank’s public regulatory reports as well as in internal reports, which are addressed to the
Bank’s Board of Directors and senior management.

The VaR Method is used to measure market risk in terms of interest rate risk, exchange rate risk, equity risk and
volatility risk on a daily basis and is a part of the Bank’s daily internal reporting procedure. Back-testing is carried out to
determine the reliability of the daily market risk measurements under the VaR Method. See “Selected Statistical and Other
Information — Capital Adequacy” for the Bank’s VaR measurements.

In order to support the VaR model that measures the loss that may occur under ordinary market conditions, scenario
analyses are developed and performed based upon future predictions and past crises. The potential impact of these scenarios
on the value of the Bank’s trading book is determined and the results are reported to the Bank’s Board of Directors and senior
management.

The ALCO, comprising members of senior management of the Bank, manages market risk by monthly meetings
based upon reports prepared by the risk management and related executive divisions. For the purpose of hedging market risk,
the Bank primarily aims to balance the foreign currency position, match the interest and duration structure of its assets and
liabilities and keep a sufficient level of liquid assets. The limits, which are established for managing market risk within the
framework of the Bank’s asset and liability management risk policy, are monitored by the Risk Committee and reviewed in
accordance with current market conditions.

139



Interest Rate Risk

A significant component of the Bank’s asset and liability management risk policy is the management of interest rate
risk. The Bank is exposed to interest rate risk due to mismatches in the maturity or re-pricing characteristics of
interest-earning assets and interest-bearing liabilities. For any given period, the pricing structure is matched when an equal
amount of such assets or liabilities mature or re-price in that period. Any mismatch of interest-earning assets and
interest-bearing liabilities is known as a gap position. A positive gap denotes asset sensitivity and normally means that an
increase in interest rates would have a positive effect on net interest income, while a decrease in interest rates would have a
negative effect on net interest income.

The potential effects of interest rate risk on the Bank’s assets and liabilities, market developments, general economic
environment and expectations are regularly addressed in ALCO meetings where further measures to reduce risk are
implemented when necessary.

Interest rate risk is monitored and controlled by the limits established separately on duration gaps of local and
foreign currency-denominated interest rate sensitive assets, liabilities and off-balance sheet accounts of the Bank. Duration
gap limits determined by the Board of Directors are monitored by the Risk Committee in accordance with the Bank’s asset
and liability management policy. Furthermore, scenario analyses that are developed based upon future predictions are
conducted for managing interest rate risk.

The following table sets forth the Group’s “re-pricing” gap, which is the difference between the interest rate
sensitivity of assets and the interest rate sensitivity of liabilities, as of June 30, 2012:

Greater than Greater than
one month and three months
Less than or less than or and less than or
equal to one equal to three equal to 12 Greater than 12
month months months months No Interest Total
(TL thousands)

Cash balances and balances with the . . . ) 13.539.572 13.539.572
Central Bank

Balances with banks 3,093,318 667,964 128,676 - 557,264 4,447,222
Trading securities 306,798 268,538 456,742 622,474 249,318 1,903,870
Interbank funds sold .. . 170,522 - - - - 170,522
Securities available for sale loans............ 6,578,010 5,784,126 8,010,399 12,890,148 223,286 33,485,969
LOANS ..o 32,402,605 12,042,772 24,115,613 38,099,043 19,462 106,679,495
Securities held to maturity .. . 166,400 4,198,437 5,363,199 2,146,458 - 11,874,494
Other aSSets ....ouvvvvvreeieieieieeeeeeeeee e 700,707 74,265 291,259 874,385 15,175,390 17,116,006
Total assets 43,418,360 23,036,102 38,365,888 54,632,508 29,764,292 189,217,150
Bank deposits.. 1,448,580 849,194 378,147 11,333 203,894 2,891,148
Other deposits 58,276,820 15,359,573 3,755,410 802,482 18,795,446 96,989,731
Interbank funds borrowed 18,320,821 2,212,386 989,099 - - 21,522,306
Miscellaneous payable 281,064 - 171 2,858 8,380,864 8,664,957
Marketable securities issued ... 1,001,395 937,447 2,457,556 997,224 - 5,393,622
Funds borrowed from other financial 8,657,147 6,021,444 3,041,236 1,174,598 - 18,894,425
institutions

Other liabilities 264,518 239,789 1,555,339 50,094 32,751,221 34,860,961
Total liabilities 88,250,345 25,619,833 12,176,958 3,038,589 60,131,425 189,217,150
Asset/liability gap.. (44,831,985) (2,583,731) 26,188,930 51,593,919 (30,367,133) -
Off-balance sheet gap... 2,249,798 5,171,804 (1,433,458) (5,620,228) - 367,916
Total gap (42,582,187) 2,588,073 24,755,472 45,973,691 (30,367,133) 367,916
Cumulative gap (42,582,187) (39,994,114) (15,238,642) 30,735,049 367,916 -

Liquidity risk
In general, liquidity risk is the risk that an entity will be unable to meet its net funding requirements. Liquidity risk

can be caused by market disruptions or credit downgrades which may cause certain sources of funding to become
unavailable. Liquidity risk is a substantial risk in Turkish markets, which have historically exhibited significant volatility.
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The Bank’s principal source of funding is deposits. While the average maturity of deposits is shorter than the
average maturity of assets as a result of market conditions, the Bank’s extensive network of branches and steady core deposit
base are its most important safeguards for the supply of funds. Medium and long-term funds are acquired from financial
institutions abroad as well as debt securities issued in local and foreign markets.

In order to meet the liquidity requirements that may emerge from market fluctuations, considerable attention is paid
to the need to preserve liquidity and efforts in this respect are supported by projections of TL and foreign currency cash
flows. Based upon cash flow projections, prices are differentiated for different maturities and measures are taken accordingly
to meet liquidity requirements. Moreover, potential alternative sources of liquidity are determined where required for
extraordinary circumstances. Foreign currency and total liquidity adequacy ratios, which are subject to weekly legal reporting
requirements, are also used to monitor liquidity on an ongoing basis.

Within the framework of the Bank’s asset and liability management risk policy, internal limits established for
liquidity risk management are monitored by the Risk Committee and, in the case of extraordinary situations where prompt
action is required to be taken due to unfavorable market conditions, emergency measures and funding plans related to
liquidity risk are put into effect.

The major objectives of the Bank’s asset and liability management risk policy are to ensure that sufficient liquidity
is available to meet its commitments to its clients in respect of the repayment of deposits and ATM transactions, to satisfy the
Bank’s other liquidity needs and to ensure compliance with the capital adequacy and other applicable Central Bank
regulations. Liquidity risk arises in the general funding of the Bank’s financing and trading activities and in the management
of investment positions. It includes the risk of increases in funding costs and the risk of being unable to liquidate a position in
a timely manner at a reasonable price.

The largest portion of the Group’s funding source is deposits, constituting 53.8% and 52.8% for the first six months
of 2011 and 2012, and constituting 55.9%, 58.7% and 53.7% of total liabilities as of December 31, 2009, 2010 and 2011,
respectively. The Bank’s management believes that deposits provide a stable funding base for the Bank. The Bank seeks to
maximize the amount of Turkish Lira-denominated demand deposits in order to reduce the average funding cost. In addition,
the Bank executes strategies to obtain long-term funds in order to match the maturities between its assets and liabilities.

As of June 30, 2012, demand deposits, of which 54.1% were Turkish Lira-denominated, constituted 18.6% of total
deposits on a Bank-only basis. As of the same date, time deposits represented 81.4% of total deposits, with foreign currency-
denominated deposits playing a major role, constituting 40.7% of the total time deposits, in each case, calculated on a Bank-
only basis.

The following table sets forth the original maturity profile of the Group’s deposits (including accrued interest that
may be payable thereon) as of each of June 30, 2012 and December 31, 2011, 2010 and 2009:

As of June 30, As of December 31,
2012 2011 2010 Change 2009 Change
(TL millions) (%) (TL millions) — (TL millions) (%) (TL millions) (%)

NO EEITN.....oeieee ettt 19,023 (0.16)% 19,054 14,689 29.72% 11,432 28.49%
Turkish Lira-denominated ..........c.cccoovevirnnnen. 10,015 (2.08)% 10,228 9,290 10.10% 6,300 36.42%
Foreign currency-denominated.............cco...... 9,008 2.06% 8,826 5,399 63.47% 4,632 16.56%

Up to three months...................... . 66,354 0.36% 66,115 65,294 1.26% 52,477 24.42%
Turkish Lira-denominated . 42,174 (2.15)% 43,101 46,002 (6.31)% 33,885 35.76%
Foreign currency-denominated....................... 24,180 5.07% 23,014 19,292 19.29% 18,592 3.77%

Greater than three months and less than or

equal to 12 months.................cocoooviveeiiieeenns 9,240 6.21% 8,700 5,546 56.87% 4,270 29,88%
Turkish Lira-denominated . 4,174 (22.97)% 5,419 2,827 91.69% 1,615 75.05%
Foreign currency-denominated............c.c....... 5,066 54.40% 3,281 2,719 20.67% 2,655 2.41%

Over 12 months..............cccooeveviiivereiiceeee 5,264 6.06% 4,963 2,948 68.35% 3,876 (23.99)%
Turkish Lira-denominated ..... 677 5.95% 639 392 63.01% 1,385 (71.70)%
Foreign currency-denominated.. . 4,587 6.08% 4,324 2,556 69.17% 2,491 2.61%

Total deposits..........c..covvurereuerrerireeireeeeeeeeeene 99,881 1.06% 98,832 88,477 11.70% 72,055 22.79%
Turkish Lira-denominated ............ccccoeeenienne 57,040 (3.95)% 59,387 58,511 1.50% 43,685 33.94%
Foreign currency-denominated....................... 42,841 8.61% 39,445 29,966 31.63% 28,370 5.63%
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Currency Risk

The Group is exposed to the effects of fluctuations in the prevailing foreign currency exchange rates on its financial
position and cash flows. Foreign currency risk indicates the possibility of the potential losses that a bank is subject to due to
the exchange rate movements in the market.

The Bank effectively hedges its foreign currency risk and holds foreign currency asset and liability items together
with derivatives in balance against the foreign currency risk.

Currency risk is managed by internal currency risk limits, which are established by the Board of Directors as a part
of the Bank’s internal risk policies. ALCO and ALMU meet regularly to take necessary decisions for managing exchange
rate and parity risks within the scope of the Bank’s asset and liability management risk policy. The Bank manages foreign
currency risk through monthly ALCO meetings and by setting limits on the positions that can be taken by the Bank’s
Treasury Division. These limits are regularly reviewed by the Board of Directors and are amended from time to time to meet
the growing business needs of the Bank.

The general net foreign currency positions of Turkish banks are also regulated by the BRSA and this figure, in
absolute terms, cannot exceed 20% of the relevant bank’s shareholder equity. See “Selected Statistical and Other Information
— Loan and Guarantee Portfolio — Foreign Currency Exposure” for the foreign currency exposure in the Bank’s loan and
guarantee portfolio.

Both the Standard Method and VaR Method are used in order to measure currency risk. Using the Standard Method,
currency risk measurements are carried out on a monthly basis and the results are used for calculating the regulatory capital
requirement of the Bank. Risk measurements within the context of the VaR Method are performed on a daily basis using
historical and Monte Carlo simulation methods. Furthermore, scenario analyses are conducted to support the VaR
calculations.

The results of these currency risk measurements are reported to senior management and the risks are closely
monitored by taking into account current market and economic conditions.

A 10% weakening of the Turkish Lira against foreign currencies as of June 30, 2012 and December 31, 2011 and
2010 would have changed profit or loss by the amounts shown below. This analysis assumes that all other variables, in
particular interest rates, remain constant.

As of June 30, As of December 31,
2012 2011 2010
(TL thousands)
USS e 252,600 236,031 224241
EUro.....cocoovveeieeeieeeee (127,789) (92,892) (10,908)
Other currencies................ 86,920 105,295 8,588
Total ........ccoooviiiiien, 211,731 248,434 221,921

Credit risk

In general, credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause
the other party to incur a financial loss. The Bank places emphasis mainly on the payment ability and cash generating ability
of the borrower in any given transaction, and also obtains sufficient collateral from borrowers including, wherever possible,
cash collateral, mortgages or security over other assets. The Bank seeks to manage its credit risk exposure through the
diversification of its lending activities to avoid undue concentration of risks with individuals or groups of clients in specific
locations or businesses. Furthermore, the Bank’s lending is subject to the principles and internal limits set by the Board of
Directors, which observes the relevant Turkish banking regulations.

The Bank has implemented centralized credit approval processes and loan proposals are evaluated and monitored by

the relevant authorized divisions (see “Business of the Group — Lending Policies and Procedures” and “Business of the Group
— Collateral” above).
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The day-to-day management of credit risk is devolved to individual business units, such as the Corporate,
Commercial and SME Loans Underwriting divisions, the Consumer Loans division and the Treasury division, which perform
regular appraisals of quantitative information relating to counterparty credit.

Credit risk arising from treasury transactions is monitored on a daily basis. Exposure from over-the-counter
derivative transactions is subject to daily margin call on counterparty basis under the relevant credit support annex
agreements. 90% of the total credit risk arising from over-the-counter derivative transactions is collateralized with cash.

Operational Risk

Operational risk is the risk of loss arising from faults or deficiencies in the regular operations of a bank, including
problems with systems, hardware, technology and communication infrastructures, national disasters, terrorist attacks or
earthquakes, as well as with respect to personnel responsibilities for monitoring, controlling, reporting, taking action and
being diligent.

Operational risk assessments are conducted by the Bank’s Risk Management division using both qualitative
techniques and quantitative techniques. In terms of qualitative techniques, a “risk control self-assessment” is carried out using
interviews to identify and classify risks and workshops to measure and evaluate risks. Following the assessment process,
risks identified are reported to the Risk Committee and Board of Directors and “Monitoring Action Plans” are prepared
accordingly. In terms of quantitative techniques, the Risk Management division employs a range of diagnostic tools, such as
key risk indicators and scenario analysis, together with data analysis and modeling.

Risks derived from information technologies are primarily assessed within the scope of the Bank’s operational risk
management analysis. It is essential that those risks, which could be seen as multipliers of other risks derived from activities
of the Bank, are measured, closely monitored and controlled within the framework of the Bank’s integrated risk management.

Subsidiaries’ Risk Management

The Bank has a group-wide risk policy set by the Bank’s Board of Directors. The Risk Management division
monitors both internal and legal risk limits and other risks relating to subsidiaries falling within the scope of the group-wide
risk policy. In addition to this, the Bank’s subsidiaries also have their own internal, sector-specific risk policies, limits and
procedures. The Bank’s Risk Committee meets every three months to evaluate the group’s risk level on a consolidated basis.
The risk levels of subsidiaries are reported to the Board of Directors through the Risk Management division.

Anti-Money Laundering (“AML”) and Combating the Financing of Terrorism (“CFT”) Policies

Turkey has been a member country of Financial Action Task Force (“FATF”) since 1991 and has enacted a series of
laws and regulations related to the prevention of money laundering and terrorism financing. In Turkey, all banks and their
employees are obliged to implement and fulfill certain requirements regarding the treatment of activities that may be referred
to as money laundering and terrorism financing. The first law relating to anti-money laundering (the “Prevention of Money
Laundering” Law No. 4208) came into effect as of November 19, 1996. The “Prevention of Laundering Proceeds of Crime”
Law No. 5549 came into effect as of October 18, 2006.

The “Regulation on Measures Regarding Prevention of Laundering Proceeds of Crime and Financing of Terrorism”
was published in the Official Gazette in Turkey on January 9 2008 and came into effect as of April 1, 2008. The main
provisions include the regulation of: (a) obligations, (b) principles regarding client due diligence, (c) procedures of suspicious
transaction reporting, (d) principles of providing information and documents, (e) inspection of obligations and (f) retaining
and submitting.

More recently, in order to regulate principles and procedures regarding establishment of compliance programs and
the assignment of compliance officers by obliged parties for the purpose of the prevention of money laundering and terrorism
financing, the “Regulation on Program of Compliance with Obligations of Anti-Money Laundering and Combating the
Financing of Terrorism” (the “AML Regulation”) was published in the Official Gazette in Turkey on September 16, 2008 and
came into effect as of March 1, 2009. The obligations introduced under the AML Regulation include: (a) establishing a
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compliance program, (b) developing institutional policy and procedures, (c) risk management, (d) monitoring and controlling,
(e) assigning a “compliance officer” and establishing a compliance unit, (f) training and (g) internal audit.

In line with the AML Regulation, on September 24, 2008, the Bank’s Corporate Compliance division was
established and its manager, Mr. Mehmet Ali Madendere, was appointed as the Bank’s Compliance Officer. The Corporate
Compliance division reports directly to the Board of Directors.

The Bank has adopted various policies and procedures aimed at preventing money laundering and terrorist
financing. In line with FATF recommendations, Wolfsberg principles and the standards promulgated by the Basel Committee
on Banking Supervision, the Bank applies “know-your-customer” (KYC) and “know-your customer’s-transaction” (KYCT)
procedures, as well as procedures to identify beneficiary owners. The Bank’s most recent policy on the prevention of money
laundering and terrorism financing was adopted on March 2, 2009. The Bank’s AML/CFT policies and procedures are based
upon, and the Bank believes that such policies and procedures are in compliance in all material respects with, applicable
provisions of Turkish law and applicable laws in other jurisdictions. All the Bank’s branches and subsidiaries, regardless of
their geographic location, must comply with the Bank’s programs, policies and procedures.

The Bank’s Board of Inspectors is responsible for the oversight and audit of the Bank’s AML/CFT policies and
procedures. Transactions and records in the Bank’s branches are reviewed on a regular basis to ensure compliance with the
Bank’s policies and procedures. Each year, the Bank must provide reports to the Turkish Financial Crimes Investigation
Board (the “F'CIB”) that contain data on the annual transaction volume, the total number of employees and branches that
were audited, the date and duration of the audits, the number of personnel responsible for the audits, the number of
transactions that were inspected and the number of suspicious transactions that were detected. The Bank also provides
training to new and existing employees on its AML/CFT policies and procedures.

Client Identification

Under the AML Regulation, banks must verify the identification documents and other information provided by their
permanent clients. The identification process also extends to walk-in clients where the value of a single transaction or the
total value of multiple linked transactions is equal to or more than the thresholds specified in the AML Regulation. If there is
any suspicion regarding the transaction requested by a walk-in client, regardless of the value of the transaction, the
identification process must be carried out in full by the employee dealing with the transaction. The Bank’s policy is that, as
with other obliged parties covered by the AML Regulation, all necessary measures should be taken in order to determine
whether a transaction is being carried out for the benefit of a third party and, if so, to identify that third party. Moreover, all
financial institutions are required by the AML Regulation to identify the beneficiary owner of an account. It is also
compulsory for the banks to identify the natural person or legal entity that owns more than 25% of a legal entity.

The Bank’s internal policies and systems prohibit the opening of anonymous accounts or the provision of services to
shell banks or individuals who fail to provide sufficient identification. This is automatically controlled by the Bank’s
account-opening system, under which an account will not be allowed to be opened if certain conditions are not met.

Monitoring Suspicious Transactions

The Bank uses specialized software designed to detect unusual transactions in terms of money laundering and
terrorism financing. The Bank’s Anti-Money Laundering Compliance unit then analyzes the alerts generated by the software
and files suspicious transaction reports to the FCIB as necessary. In the Bank, risk assessment of the customers, products and
countries was updated and this risk assessment was integrated with the software. The profiling process, known as
“peer-profiling”, is based not only upon the historical transactions of the Bank’s clients but also on demographic information,
occupation type for real persons and field of activity for legal persons. The software also screens the Bank’s customers and
transactions according to watch lists of individuals, companies or geographic locations issued by authorities such as OFAC
and the United Nations. If any party in a transaction falls within any of the watch lists, the system creates an alert, which the
Bank reviews, and then decides, on a case-by-case basis, whether to accept or refuse the transaction. Branches also report
suspicious transactions in written form to a compliance officer.
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Funding

Deposits are the Group’s main source of funding, with a 52.8% share in total liabilities as of June 30, 2012. As of
June 30, 2012, according to the consolidated financial statements 68.6%, and Bank-only financial statements 74.1% of total
funding was from deposits, while the rest was largely from long-term foreign borrowings.

In terms of foreign currency, the primary funding sources for the Bank include foreign currency deposits, “repo”
transactions, syndicated term loan facilities, eurobond issuances, future flow transactions and post-finance transactions,
financings from multilateral institutions and export credit agencies, as well as bilateral transactions.

In terms of Turkish Lira, the primary funding sources currently available for the Bank are the repo and reverse repo
market of the ISE, the over-the-counter interbank money market, the interbank money market of the Central Bank,
collateralized loans and treasury bill and bond issues. In January 2012, the Bank’s Board of Directors authorized the issuance
of treasury bills and bonds with a value of up to TL 6.1 billion. In July 2012 the Board authorized another issuance of
treasury bills and bonds up to TL 5.75 billion for the upcoming period. As of June 20, 2012, the Bank has issued corporate
bonds with a total value of TL 8.7 billion, consisting of: TL 7 billion of bills, TL 1.6 billion of discounted bonds and TL 150
million of coupon-bearing bonds. For further information on recent security issuances, see “Management’s Discussion and
Analysis of Results of Operations and Financial Condition-Recent Developments.”

As a last resort, the Bank also has the ability to borrow funds through the Central Bank. The Bank’s limits for these
kind of transactions are determined by the Central Bank and generally carry a maturity of up to one month.

The Bank has been accessing the international markets for syndicated loan facilities since 1986 and is a regular
borrower in the syndicated loan market. As of June 30, 2012, the balance of the two syndicated term loan facilities obtained
by the Bank was approximately US$2.5 billion. See “Management’s Discussion and Analysis of Financial Condition and
Results of Operations — Liquidity and Funding.”

On February 2, 2011, the Bank completed its first issuance of Eurobonds with a term of five-year and interest of
5.1% per annum for a total amount of US$500 million. These Eurobonds are currently rated “Bal” by Moody’s and “BBB-*
by Fitch. The transaction was the first Eurobond from a Turkish issuer in 2011 and achieved the lowest coupon to such date
from a Turkish bank.

The Bank has two outstanding future flow programs. The first program is the “Diversified Payment Rights” program
dated as of November 22, 2004. Through this program, the Bank sold all right, title and interest in, to and under US Dollar-,
Euro- or Sterling-denominated payment orders received by the Bank, which are sent or delivered by a payor to any office of
the Bank and the payment of which is to be made to the Bank outside of Turkey. In 2004, 2005, 2006, 2007, 2011 and 2012,
several tranches were issued under the program amounting to US$3.3 billion. The second program is the credit and debit card
voucher future flow program dated December 23, 2005. Through this program, the Bank sold credit and debit card flows
derived from the Bank’s principal membership (as an acquiring member) in VISA International Service Association,
MasterCard International Incorporated and Europay International S.A. The total amount of issuances under this program is
US$350 million. See “Management’s Discussion and Analysis of Financial Condition and Results of Operations — Liquidity
and Funding.”

As of June 30, As of December 31,
2012 % Change 2011 2010 % Change
(TL millions)
DEPOSILS eeenvievieiieiieeiieie et 99,881 1.1% 98,832 88,477 11.7%
Repos & Money Market ..........cccceveveeeeennen. 21,522 4.2)% 22,473 12,969 73.3%
Funds Borrowed™.......c.ooooeeeeeeeeeeeeeean, 24,288 7.3% 22,640 14,557 55.5%
Other ..o 21,687 10.2% 19,680 15,821 24.4%
EqQUItY oo ieeeie e 21,839 7.5% 20,311 18,987 7.0%
Total....oooovveeeeeieieeee e 189,217 2.9% 183,936 150,811 22.0%

(1) Including debt issuances and subordinated loans.
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As of June 30, As of December 31,

2012 2011 2010
(%) of Total Liabilities
DEPOSILS vttt 52.8% 53.7% 58.7%
Repos & Money Market ..........ccoevevveneeennnne. 11.4% 12.2% 8.6%
Funds Borrowed™" .........cccoooomvrvmriirnriinee. 12.8% 12.3% 9.6%
Other ..o 11.5% 10.7% 10.5%
EQUILY oo 11.5% 11.1% 12.6%
Total ..o 100.0% 100.0% 100.0%

(1) Including debt issuances and subordinated loans.
Capital Adequacy

The Bank is required to comply with capital adequacy guidelines promulgated by the BRSA, which are based upon
the standards established by the Bank for International Settlements. These guidelines require banks to maintain adequate
levels of regulatory capital against risk-bearing assets and off-balance sheet exposures (commitment and contingencies). The
Bank’s total capital ratio is calculated by dividing its “Tier I”” capital, which comprises its share capital, reserves, retained
earnings and profit for the current periods, plus its “Tier II” capital, which comprises general provisions and revaluation
surplus, by the aggregate of its risk-weighted assets and risk-weighted off-balance sheet exposures. In accordance with these
guidelines, the Bank must maintain a total capital ratio in excess of 8% calculated in accordance with BRSA regulations. In
addition, as a prudential requirement, the BRSA requires a target capital adequacy ratio that is 4% higher than the legal
capital ratio.

As of June 30, 2012, the Bank’s regulatory capital adequacy ratio was 14.21% and the Group’s regulatory capital
adequacy ratio was 14.41%, each significantly exceeding the minimum ratio; however, such calculations would differ were
Basel II then in effect. See “Management’s Discussion and Analysis of Financial Condition and Results of Operations —
Capital Adequacy.”

The most significant difference between the capital adequacy regulations in place before July 1, 2012 and the new
Basel II regulations is on the calculation of risk-weighted assets related to credit risk. The new regulations seek to align more
closely the minimum capital requirement of a bank with its borrowers’ credit risk profile. The impact of the new regulations
on capital adequacy levels of Turkish banks will largely stem from exposures to the Turkish government, principally through
the holding of Turkish government bonds. While the previous rules provided a 0% risk weight for exposures to the Turkish
sovereign and the Central Bank, the rules of Basel II require that claims on sovereign entities and their central banks be risk-
weighted according to their credit assessment, which currently results in a 100% risk weighting for Turkey; however, the
Turkish law implementing Basel II principles in Turkey (Turkish National Discretion) revises this general rule by providing
that all Turkish Lira-denominated claims on sovereign entities in Turkey and all foreign exchange-denominated claims on the
Central Bank will also have a 0% risk weight. As a result of these implementation rules, the impact of the new regulations is
expected to be fairly limited when compared to the previous regime. The BRSA has announced that these new regulations
will result in a decrease of 0.20% in the capital adequacy levels of the Turkish banking system as of July 31, 2012. This
figure is consistent with the Bank’s own experience and thus no additional capital needs are projected for the Bank in the
short term due to this change in the regulatory capital adequacy framework.

In the future, Turkish banks’ capital adequacy requirements will be further affected by Basel III, which includes
requirements regarding regulatory capital, liquidity adequacy, leverage ratio and counterparty credit risk measurements.
Although an official timetable for the adoption of Basel III regulations in Turkey has not been announced by the BRSA, the
regulations are expected to be implemented between 2013 and 2019 in accordance with the transition period acknowledged
by the Basel Committee.
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MANAGEMENT

In accordance with the Bank’s articles of incorporation and the relevant laws of Turkey, the Bank is ultimately
controlled by its shareholders through its General Assembly. According to the Bank’s articles of incorporation, general
resolutions at the General Assembly are adopted by affirmative votes of an absolute majority of the votes present at the
meeting; provided that a quorum is attained. Resolutions concerning amendments to the articles of incorporation themselves,
however, must be approved by affirmative votes of two-thirds of the votes present at the meeting; provided that a quorum is
attained.

The Bank comprises 48 departments. Five of these departments — the Board of Inspectors, Internal Control,
Secretariat to the Board of Directors, Risk Management and Corporate Compliance — report directly to the Board of

Directors. The other departments are managed by the Executive Committee comprising the CEO and Deputy CEOs.

The following chart shows the corporate organizational structure of the Bank:
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Board of Directors

According to the Bank’s articles of incorporation, the Board of Directors consists of between 7 and 11 members, as
elected by the shareholders at the General Assembly, with the exception of the Chief Executive Officer who is appointed by
the Board of Directors. Each director serves for a term of three years.

Under the Bank’s articles of incorporation, the Board of Directors must hold their meetings at least once a month at
the address where the Bank’s head office is located. They may also hold meetings in any other suitable place; provided that
more than one half of the Board members concur.

The presence of more than one half of the Board of Directors is required for the validity of a board meeting.

Resolutions are adopted by the majority of the members present and, in the event of an equality of votes, the relevant matter
is postponed until the subsequent meeting. Should the votes again be equal, the proposal in question is considered as rejected.
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Recent amendments to the Turkish Commercial Code allow the appointment of a legal entity as a member of the
board of directors of a joint stock company. Under such rules, a legal entity on a board of directors would be represented by a
natural person designated by it. Alternatively, natural persons can be members of the board. Notwithstanding this recent
change, the BRSA has issued a regulation prohibiting the appointment of a legal entity as a member of the board of directors
of any joint stock company that it regulates, and thus members of the Bank’s board can still only be natural persons.

The business address of each of the members of the Board of Directors is Is Kuleleri 34330 Levent, Istanbul,
Turkey. As of the date of this Offering Circular, the Board of Directors comprises the following:

Year first
appointed to

Name Position the Board
H. Ersin Ozince........cococoveveveeereeennnn. Chairman 1998
Fiisun TUMSAVAS ....oovvveveereeieeieieenene Deputy Chairman 2008
Adnan Bali.......cccooieiiiiiniiienccin, Director & CEO 2011
Prof. Dr. Savas Taskent ...................... Director 2005
Hasan Koghan..............ccccoooieee, Director 2008
Aynur Diilger Atakli......c.ccocveininenn. Director 2011
M. Mete Basol ......c..ccoveeeeiecieeeiien, Director 2011
Mustafa Kicalioglu ........ccocevveininenn Director 2011
Aysel TaCer .....ooevvirieniieieeieeeie e Director 2011
Hiiseyin Yalgin .....ccocvevveeievienienieennne Director 2011
Murat Vulkan.........ccocevevienieneniennne Director 2011
A. Taciser Bayer.......ccccoevveeveneeiennnnn Auditor 2009
Kemal Aganoglu.........ccccevveveevennnne. Auditor 2011

H. Ersin Ozince (Chairman)

Born in Havran in 1953, H. Ersin Ozince graduated from the Business Administration Department of the Middle
East Technical University in 1975 and started his professional career in January 1976 at the Bank’s Board of Inspectors.
After serving as the head of various departments within the Bank, he was appointed as Deputy Chief Executive in 1994 and
was responsible for the Treasury, Financial Management, Capital Markets, Loans, Credit Information and Financial Analysis
Departments. He was appointed as the 15th Chief Executive Officer of the Bank on October 28, 1998. Mr. Ozince was
elected as Director to the Board on March 31, 2011 and as Chairman of the Board on April 1, 2011. He has also been serving
as the Head of the Remuneration Committee since December 29, 2011.

Fiisun Tiimsavas (Deputy Chairman)

Born in Ankara in 1957, Fiisun Tiimsavas graduated from the Economics and Finance Department of Ankara
University, Faculty of Political Sciences. She started her professional career at the Central Bank’s Ankara Branch in 1979. In
1981, she started to work at the Bank’s I. Loans Department as an Officer, and became an Assistant Supervisor and later an
Assistant Loan Specialist in the same department. She was appointed to the Bank’s 1. Loans Department as an Assistant
Manager in 1994 and as a Regional Manager in 1999, and in 2004 she became the head of the Commercial Loans
Department. Fiisun Tiimsavas was appointed to the Bank’s Board of Directors on March 28, 2008 and re-appointed on
March 31, 2011. She has been serving as a member of the Credit Committee since April 2, 2008. She is the Deputy Chairman
of the Bank’s Board of Directors and also Head of the Risk Committee, Audit Committee and the TRNC (Turkish Republic
of Northern Cyprus) Internal Systems Committee.

Adnan Bali (Director and Chief Executive Officer)

Born in Islahiye in 1962, Adnan Bali graduated from the Economics Department of Middle East Technical
University and started his career at the Bank’s Board of Inspectors in 1986. Mr. Bali became an Assistant Manager at the
Treasury Department in 1994, a Unit Manager in 1997 and the Head of the Treasury Department in 1998. Mr. Bali was
appointed as the Manager of the Sisli Branch in 2002, the Manager of the Galata Branch in 2004 and the Deputy Chief
Executive on May 30, 2006. Mr. Bali was appointed as the 16th Chief Executive Officer of the Bank and the Chairman of the
Credit Committee on April 1, 2011. He is also a member of the Risk Committee.
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Prof. Dr. Savas Taskent (Director)

Born in Iyidere in 1943, Prof. Dr. Savas Taskent graduated from the Faculty of Law at Istanbul University. He
started his academic career in 1971 as an assistant in the Department of Law of the Faculty of Basic Sciences at Istanbul
Technical University. He also attended postgraduate seminars and received his PhD degree from the Faculty of Law of
Istanbul University in 1980, and subsequently became an assistant professor at the Faculty of Management Engineering of
Istanbul Technical University in 1982, an associate professor in the Discipline of Labor and Social Security Law in 1984 and
a professor in 1990. He served as Deputy Dean between 1986-1992 and Vice Rector between 1996-1998. In 1982 and in
1987, he undertook research studies abroad (at the Universities of Erlangen and Heidelberg). He served as a Counselor to the
Minister at the Ministry of Labor and Social Security between the years 1991-2000 and he attended the ILO Conference held
in Geneva as the Counselor to the Government during the years 1991-2003. Prof. Dr. Tagkent had also been the Head of
Major Discipline of Law at the Faculty of Business Administration of Istanbul Technical University He is currently retired
and serving as a visiting professor at the same university. He was elected to the Bank’s Board on March 31, 2005 and re-
elected on March 28, 2008, and March 31, 2011. He has been serving as a member of the Audit Committee since March 26,
2008, the TRNC (Turkish Republic of Northern Cyprus) Internal Systems Committee since June 15, 2009 and the
Remuneration Committee since December 29, 2011.

Hasan Koc¢han (Director)

Born in Trabzon in 1957, Hasan Koghan graduated from the Banking Department of the Banking Insurance Trade
Institution of Higher Education of Ankara Academy of Economic and Commercial Sciences. He started his professional
career at the Bank’s Magka/Trabzon Branch as an Officer in 1984. He was appointed as an Assistant Supervisor in the
Bayburt Branch in 1988, and served in the same position in the Yomra/Trabzon Branch, Bulancak/Giresun Branch and
Trabzon Branch. After serving at Trabzon Branch as a Sub-Manager (from 1996) and as an Assistant Manager (from 1998),
he was appointed as the Manager of the Park/Trabzon Branch in 1999, the Ordu Branch in 2000, the Gaziantep Branch in
2002 and the izmit/Kocaeli Branch in 2005. Mr. Koghan was appointed to the Bank’s Board of Directors on November 3,
2008 and re-appointed on March 31, 2011. He has been serving as a member of the Credit Committee since May 30, 2011.

Aynur Diilger Atakli (Director)

Born in Ankara in 1958, Aynur Diilger Atakli graduated from the Department of Economics-Finance of the Faculty
of Political Sciences at Ankara University, where she started her professional career in 1979 as a Research Assistant. She
later served as an Assistant Specialist and Specialist at the State Planning Organization from 1980 to 1991. She attended a
post-graduate program in the United States from 1987 to 1988 and the Senior Public Administration Techniques and
European Union program at The Royal Institute of Public Administration in the United Kingdom in 1990. She served as a
Specialist, Department Head and Deputy General Manager at the Undersecretariat of Treasury, General Directorate of
Foreign Capital during the period from 1991 to 1998, and a Counselor at the Undersecretariat of Treasury from 1998 to 2011.
Mrs. Atakli was elected to the Bank’s Board on March 31, 2011 and as a member of the Social Responsibility Committee on
April 1, 2011.

M. Mete Basol (Director)

Born in Istanbul in 1957, Mehmet Mete Basol graduated from the Economics Department of Arizona State
University. He has held various positions at Interbank from 1984 to 1988 and during the period from 1988 to 2001 he served
as Deputy Chief Executive, Chief Executive Officer and Chairman of the Board at Turk Merchant Bank A.S., Bankers
Trust A.S. and Deutsche Bank A.S., respectively. He has served as Managing Director at the Public Banks Joint Board for
restructuring and rehabilitation practice from 2001 to 2003. Additionally, he has been a Counselor and Director at various
financial institutions since 2003. Mr. Basol was elected to the Bank’s Board on March 31, 2011 and was elected as an
alternate member of the Credit Committee on April 1, 2011.

Mustafa Kicalioglu (Director)
Born in Silifke in 1946, Mustafa Kicalioglu graduated from the Faculty of Law of Ankara University and completed

the Public Administration Postgraduate Expertise Program at the Public Administration Institute for Turkey and the Middle
East. He began his career as a Judge in Silifke, then served as the Aralik and Giresun Deputy Public Prosecutor and then
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served as a Judge in Baskil, Cankir1, Kocaeli and Ankara. In 2001, Mr. Kicalioglu was elected as a Member of the Supreme
Court (serving as Head of the 4th Civil Chamber), where he remained until he retired. Mr. Kicalioglu was elected to the
Bank’s Board on March 31, 2011.

Aysel Tacer (Director)

Born in Siverek/Sanlurfa in 1959, Aysel Tacer graduated from the Business Administration Department of the
Faculty of Economics and Administrative Sciences of Marmara University. She began her career at the Bank as an Officer at
the Taksim Branch in 1980, served as an Assistant Supervisor and a Financial Analyst at the Credit Information and Financial
Analysis Department from 1983 to 1989 and became an Assistant Loan Specialist in 1989 and an Assistant Manager in 1993
at the Sisli Branch. During the period from 1996 to 2011, she served as the Manager of the Akatlar, Carsi Bakirkdy,
Bakirkdy, Giinesli and Giinesli Corporate Branches. Ms. Tacer was elected to the Bank’s Board on March 31, 2011, and on
April 1, 2011 she was elected as a member of the Social Responsibility Committee and on May 30, 2011 was elected as an
alternate member of the Credit Committee.

Hiiseyin Yal¢in (Director)

Born in Konya in 1947, Hiiseyin Yalcin graduated from the Economics Department of the Faculty of Administrative
Sciences of Middle East Technical University. He began his professional life as an elementary school teacher. He served as
an Officer at Digbank and Emlakbank, served as an Inspector, Assistant Manager, Branch Manager and Manager of the Izmir
Region Foreign Operations at Ziraat Bank during the period from 1977 to 1990 and served as Deputy Chief Executive and
General Manager Consultant at Development Bank of Turkey from 1990 to 2000. He served as Senior Deputy Chief
Executive at Yurtbank, as Deputy Chief Executive at Siimerbank and as General Manager Consultant at Toprakbank from
2000 to 2002, after the transfer of those banks to the SDIF. Mr. Yal¢in was elected to the Bank’s Board on March 31, 2011.

Murat Vulkan (Director)

Born in Ankara in 1957, Murat Vulkan graduated from the English Language and Literature Department of the
Faculty of Social and Administrative Sciences at Hacettepe University. He started his professional career at the Bank as an
Officer at the Kizilay/Ankara Branch in 1982 and became Assistant Supervisor at the Ankara Branch in 1987. He became a
Sub-Manager in 1993 and Assistant Manager in 1995. He was appointed as the Eregli/Karadeniz Branch Manager in 1999
and the Kayseri Branch Manager in 2001. He was promoted as the Regional Manager of the Istanbul-Maltepe Region of
SME Loans Underwriting Division in 2004 and became the Manager of the Yenisehir/Ankara and Baskent Corporate
Branches in 2006 and 2007, respectively. Mr. Vulkan was elected to the Bank’s Board on May 30, 2011.

A. Taciser Bayer (Auditor)

Born in Istanbul in 1953, A. Taciser Bayer graduated from the Faculty of Economics of istanbul University. She
started her professional career at the Bank’s Arapcamii Branch as an Officer in 1973. She was appointed to Kadikéy Branch
in 1975 and in 1976 she was promoted to the position of Assistant Supervisor at the same branch. In 1977, she was appointed
to the Bank’s Corporate Loans Department after she had worked at the Necatibey/Ankara Branch. She became a Supervisor
in 1979, was appointed as a Sub-Manager in 1986 and became an Assistant Manager in 1988 at the same department. She
was appointed to the Secretariat to the Board of Directors in 1990. She became a Unit Manager in 1993 and the Board
Reporter in 1996. Ms. Bayer retired on February 27, 2009 and has been serving as the Bank’s Auditor since March 31, 2009.

Kemal Aganoglu (Auditor)

Born in Trabzon in 1947, Kemal Aganoglu is a graduate of the Faculty of Economics of Istanbul University. He
began his career in 1973 as an Assistant Inspector and served as an Assistant Manager at Foreign Operations Department in
1985 and at the Sisli Branch in 1987. Mr. Aganoglu became the Manager of the Yildiz Posta Caddesi and Nicosia (Lefkosa)
Branches, the Manager of the Rihtim/Kadikéy Branch in 1996, the Head of Istanbul Credit Information and Financial
Analysis Division in 1998 and the Manager of the Taksim Branch in 2005. In 2007, Mr. Aganoglu was posted to Tiirkiye
Sise ve Cam Fabrikalar1 A.S. and retired in 2009. Mr. Aganoglu was elected as the Bank’s Auditor on March 31, 2011.
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Executive Committee

The Bank’s Executive Committee consists of the Chief Executive Officer and the Deputy Chief Executives. The
meetings of the Executive Committee are held once a month; however, the Chief Executive Officer may call for a meeting
whenever it is necessary. Resolutions are made on a majority basis and require the approval of the Chief Executive Officer.
In 2011, the Executive Committee held 12 meetings and in the first six months of 2012, the Executive Committee held six
meetings.

The Executive Committee is responsible for, among other things, preparing the strategies, policies, targets and the
business plan of the Bank and assessing the Bank’s performance. Members of the Executive Committee are:

Name Position

Adnan Bali.....oooeiiieniiieiie e Chief Executive Officer
Ozcan TUrkaKin...........cocooovveveeveeeeeeeeeeeeeeeeeenen. Deputy Chief Executive
Mahmut Magemizoglu........c..ccecvevvivieiiniinicnienencnne Deputy Chief Executive
SUAL TNCE. ..o Deputy Chief Executive
Hakan Aran.........ccocevvevieieeiienieneeeceeeeeese e Deputy Chief Executive
Serdar GEeNGer........c.couevvirireriinineniieeceeeeeeere e Deputy Chief Executive
Senar AKKUS .....covveeieiieriieieciee e Deputy Chief Executive
AL Erdal Aral.....ccoooiiiiiiiiie e Deputy Chief Executive
Ertugrul Bozgedik.........cccooeoiiiiiiiiniiiiiiiiiiiice Deputy Chief Executive
Levent Korba ......ccoevvivieiiiiiicieecececceeee Deputy Chief Executive
Riza Thsan Kutlusoy ..........cccovevveevereeeeeeeeseeeenenn. Deputy Chief Executive
Aydin Siitha Onder............cccoooovveviveeeeeeeeeeeeeenen. Deputy Chief Executive
YalGIn SEZEN ..eovvevieiieeiiecieee et Deputy Chief Executive

Additional information on each of these Deputy Chief Executives is set forth below:
Ozcan Tiirkakin

Born in Afyon in 1958, Mr. Ozcan Tiirkakin graduated from the Economics Department of the Faculty of
Administrative Sciences at Bogazi¢i University and received a master’s degree from the same department. He joined the
Bank in 1984 as an Assistant Economics Specialist in the Department of Economic Research and Planning and served in a
number of the Bank’s units and Is Investment. He was appointed Deputy Chief Executive in 2002.

Mahmut Magemizoglu

Born in Antakya in 1959, Mr. Mahmut Magemizoglu graduated from the Business Administration Department of
the Faculty of Administrative Sciences at the Middle East Technical University. He holds a master’s degree in investment
analysis from the University of Stirling (UK). He began his career at the Bank in 1982 as an Assistant Inspector on the Board
of Inspectors and served in various units of the Bank. He was appointed Deputy Chief Executive in 2005.

Suat Ince

Born in Ankara in 1964, Mr. Suat Ince graduated from the Department of Economics of the Faculty of Economic
and Administrative Sciences at the Middle East Technical University. He began his career at the Bank as an Assistant
Inspector on the Board of Inspectors in 1987 and served in various units and branches of the Bank. He was appointed Deputy
Chief Executive in 2008.

Hakan Aran

Born in Antakya in 1968, Mr. Hakan Aran graduated from the Computer Engineering Department of the Faculty of

Engineering at the Middle East Technical University. He holds a master’s degree in Business Administration from the
Bagkent University, Institute of Social Sciences. He began his career at the Bank as a Software Specialist in the IT
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Department in 1990 and served in different positions in IT & Software Development Department. He was appointed Deputy
Chief Executive in 2008.

Serdar Genger

Born in Siverek in 1967, Mr. Serdar Genger graduated from the Industrial Engineering Department of the Faculty of
Engineering at the Middle East Technical University. He holds a master’s degree in Business Administration from the
University of Nottingham (UK). He began his career at the Bank as an Assistant Inspector on the Board of Inspectors in 1990
and served in various units of the Bank. He was appointed Deputy Chief Executive in 2008.

Senar Akkus

Born in Diyarbakir in 1969, Ms. Senar Akkus graduated from the Economics Department of the Faculty of
Economics and Administrative Sciences at the Middle East Technical University. She joined the Bank as an Assistant
Specialist at the Treasury Department in 1991. After serving in various units of the Bank, she was appointed as Deputy Chief
Executive in 2011.

A. Erdal Aral

Born in Istanbul in 1967, Mr. A. Erdal Aral graduated from the Economics Department of Marmara University,
Faculty of Economics and Administrative Sciences in 1989 and received his master’s degree in International Banking from
Loughborough University of Technology. He joined the Bank in 1989 as an Assistant Inspector on the Board of Inspectors
and served in various units and branches of the Bank. He was appointed as Deputy Chief Executive in 2011.

Ertugrul Bozgedik

Born in Kayseri in 1964, Mr. Ertugrul Bozgedik graduated from the Economics Department of the Faculty of
Political Sciences at Ankara University. He joined the Bank in 1986 as an Assistant Inspector on the Board of Inspectors and
served in various units. He was appointed as Deputy Chief Executive in 2011.

Levent Korba

Born in Mugla in 1960, Mr. Levent Korba graduated from the English Language Department of Buca Faculty of
Education at Dokuz Eyliil University. He joined the Bank in 1986 as a Candidate Officer in Izmir Branch and served in
various units and branches of the Bank. He was appointed as Deputy Chief Executive in 2011.

Riza Ihsan Kutlusoy

Born in Izmir in 1965, Mr. Riza Thsan Kutlusoy graduated from the Business Administration Department of the
Faculty of Economic and Administrative Sciences at the Middle East Technical University. He joined the Bank in 1988 as an
Assistant Inspector on the Board of Inspectors and served in various units and branches of the Bank. He was appointed as
Deputy Chief Executive in 2011.

Aydin Siiha Onder

Born in Iskilip in 1962, Mr. Aydin Sitha Onder graduated from the Political Sciences and Public Administration
Department of the Middle East Technical University. He joined the Bank in 1986 as a Candidate Officer in the Economic
Research Department. Mr. Onder served in a number of units and branches of the Bank. He was appointed as Deputy Chief
Executive in 2011.

Yal¢in Sezen

Born in Izmir in 1965, Mr. Yal¢in Sezen graduated from the Political Sciences and Public Administration
Department of the Middle East Technical University, Faculty of Economics and Administrative Sciences. He joined the Bank
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in 1987 as an Assistant Inspector on the Board of Inspectors. After serving in various units of the Bank, he was appointed as
Deputy Chief Executive in 2011.

Board Committees

In addition to the Executive Committee, the Board of Directors has established the Credit Committee, the Credit
Revision Committee, the Audit Committee, the Risk Committee, the Turkish Republic of Northern Cyprus Internal Systems
Committee, the Corporate Social Responsibility Committee and the Remuneration Committee.

Credit Committee. The Bank’s Credit Committee consists of the Chief Executive Officer or his deputy, who is also
the chairman of the Credit Committee, and two members of the Board of Directors. Each year, at the first Board meeting after
the General Shareholders’ Meeting, the members of the Credit Committee are determined. Two alternate committee members
are also designated. Decisions of the Credit Committee relating to credit allocations require unanimous approval with each
Credit Committee member having an opportunity to examine the credit file in question. Resolutions of the Credit Committee
that have unanimous backing are executed directly while resolutions made on a majority basis are executed following the
approval of the Board of Directors. The Credit Committee examined 140 credit files in 2011 and 45 in the first six months of
2012.

Credit Revision Committee. The Credit Revision Committee was established within the context of the Bank’s credit
risk policy in order to ensure that after any revision of its loan portfolio at the end of the year, relations with credit customers
are evaluated and, where necessary, the credit limits allocated are renewed or revised. In the first six months of 2012, the
Bank’s Credit Revision Committee revised all the firms and institutions under the authority of the Board of Directors and
Credit Committee and completed the examination and revision of limits for 438 group or individual companies and 29
correspondents.

Audit Committee. The Audit Committee consists of two members (a chairman and a member) that serve on the
Board of Directors. The Audit Committee members are selected by the Board of Directors and currently consists of Fiisun
Timsavas and Prof. Dr. Savas Taskent. The Audit Committee informs the Board of Directors of the results of its activities
and the measures that are required to be taken by the Bank, and offers its opinions on other matters that it considers to be
significant for the Bank to conduct its business in a safe manner.

The Audit Committee is in charge of:

«  ensuring that the Bank’s internal systems function effectively and efficiently and that the Bank’s accounting and
reporting systems operate in compliance with the related regulations,

« carrying out the preliminary assessment of external auditors and rating agencies, evaluating and supporting
service providers and monitoring on a regular basis the activities of the service providers selected by the Board
of Directors,

« ensuring that the internal audit functions of subsidiaries that are subject to consolidation are being performed in
line with the related regulations,

* reporting and advising to the Board of Directors in relation to the Bank’s operations and activities, as well as the
policies and regulations of its internal systems,

* evaluating the information and reports received from independent auditors and divisions that fall under the
internal systems with respect to their activities,

* ensuring that the Bank’s financial statements are in accordance with the relevant regulations, requirements and
standards,

*  where necessary, gathering information, reports and documents from the relevant units of the Bank or its

supporting service providers and independent auditors and, subject to the approval of the Board of Directors,
receiving consulting service from persons who are experts in their respective fields,
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« carrying out its other regulatory duties and performing tasks assigned by the Board of Directors, and

* reporting to and advising the Board of Directors in relation to the results of its activities and the measures
deemed necessary to be taken in order for the Bank to operate in a manner compliant with the relevant external
and internal regulations and policies.

Risk Committee. The Risk Committee is responsible for formulating the risk management strategies and policies that
the Bank will adhere to both on a consolidated and unconsolidated basis, presenting them to the Board of Directors for
approval, and monitoring compliance with them. The Risk Committee is the common communication platform with the
Bank’s executive divisions in terms of assessing the risk to which the Bank is exposed, making suggestions about precautions
to be taken and methods to be followed. The committee’s principal duties include:

e preparing risk strategies and policies and presenting them to the Board of Directors for approval,
« adjudicating on and negotiating the issues raised by the Risk Management Division,

* recommending risk limits (including risk appetite limits, trading book limits, banking book limits, investment
limits, loan concentration limits, industrial limits and liquidity risk limits) to the Board of Directors, monitoring
the breach of risk limits and making recommendations to the Board of Directors regarding the treatment and
elimination of those breaches,

* recommending to the Board of Directors changes in risk policies as circumstances require,

*  monitoring risk identification, definition, measurement, assessment, and management processes carried out by
the Risk Management Division, and

*  monitoring the accuracy and reliability of the risk measurement methodologies and their results.

The Risk Committee is composed of the following members: Fiisun Tiimsavas (Member of Board of Directors),
Adnan Bali (CEO, Head of the Credit Committee), Ertugrul Bozgedik (Deputy Chief Executive), Senar Akkus (Deputy Chief
Executive, Head of ALCO) and Gamze Yal¢in (Head of the Risk Management Division). The Risk Committee is chaired by
Ms. Tiimsavas.

The Risk Committee also contributes to the configuration of group risk policies through consolidated group
meetings. In the activities that the Risk Committee carries out on a consolidated basis, Ozcan Tiirkakin (Deputy Chief
Executive) and Burhanettin Kantar (Head of the Equity Participations Division) also attend the meetings. In 2011, the Risk
Committee met a total of 12 times, four of which were on a consolidated basis.

The Turkish Republic of Northern Cyprus (“TRNC”) Internal Systems Committee. Due to its branches operating in
the TRNC, the TRNC Internal Systems Committee was established under resolution No. 35546 of the Board of Directors
dated June 15, 2009 in accordance with the Banking Law of the TRNC and other relevant regulations.

The TRNC Internal Systems Committee consists of two members: Filisun Tiimsavas and Prof. Dr. Savas Tagkent.
The TRNC Internal Systems Committee informs the Board of Directors of the results of its activities and the measures that
are required to be taken by the Bank’s branches in the TRNC, and renders its opinions on other matters that it deems to be
significant for these branches to conduct their business in a safe and effective manner.

The TRNC Internal Systems Committee is responsible for ensuring that the internal systems that have been
established with regard to the activities of the branches operating in the TRNC function effectively and efficiently and that
the Bank’s accounting and reporting systems in these branches operate within the framework of the related regulations,
ensuring the integrity of information produced.

The TRNC Internal Systems Committee is also responsible for carrying out the preliminary assessment of external

auditors as well as monitoring on a regular basis the activities of the service providers for other banking activities that have
been selected by the Board of Directors and have signed an agreement with the Bank.
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Corporate Social Responsibility Committee. The Corporate Social Responsibility Committee was established in
accordance with the Regulation on Social Responsibility Practice (the “Social Regulation”), which was adopted under
resolution No. 33784 of the Board of Directors dated November 7, 2007. The Committee operates in line with the Social
Regulation principles, by considering the following basic fields of contribution: “Education,” “Culture and Art,” “Health,”
“Protection of the Environment” and “Other Activities.”

Remuneration Committee. As per the resolution of the Board of Directors, dated December 29, 2011 and No. 38038,
the Remuneration Committee was established for the purpose of executing functions and activities related to monitoring and
controlling remuneration implementations of the Bank on behalf of Board of Directors. The Committee has two members;
H. Ersin Ozince, the Chairman of the Committee, and Prof. Dr. Savas Taskent, a member of the Committee.

The Committee holds meetings at least twice a year and informs the Board of Directors about the results of its own
activities and its opinions on other important issues. The Remuneration Committee is responsible for monitoring and
controlling policies related to remuneration management on behalf of the Board of Directors within the context of compliance
to the Bank’s Corporate Governance Principles, ensuring that remuneration is in compliance with the Bank’s ethical values,
internal balances and strategic goals. The committee is also responsible for evaluating remuneration policy and its
implementation within the framework of risk management, submitting proposals to the Board of Directors that are in line
with the requirements after examining remuneration policy and officiating other responsibilities in accordance with relevant
legislation and tasks assigned by the Board of Directors within this framework.

Contflict of Interests

There are no actual or potential conflicts of interest between the duties of any of the members of the Board of
Directors and the Executive Committee and their respective private interests or other duties.

Address
The business address of the Executive Committee is Is Kuleleri 34330 Levent, Istanbul, Turkey.
Remuneration

Monthly remunerations of the Board members and auditors are determined annually at the Bank’s General
Shareholders” Meetings and disclosed to the ISE. After the legal and extraordinary reserves fund and the first dividend have
been allocated from the net profit of the Bank, 0.25% of the remaining balance is distributed among the members of the
Board of Directors (including the Chief Executive Officer) equally.

The aggregate amount of the remuneration paid and benefits in hand granted to the members of the Board of
Directors and senior management on a bank-only basis for 2011 was TL 14.7 million (TL 9.6 million for the six months
ended as of June 30, 2012).

Corporate Governance

The Bank recognizes the importance of maintaining sound corporate governance practices. The relationship between
the Bank’s management, sharcholders, employees and third parties including customers, legal authorities, suppliers and
various other individuals and institutions with whom the Bank does business are based upon fundamental governance
principles including integrity, credibility, non-discrimination, compliance, confidentiality, transparency, accountability and
sustainability.

The Bank complies with the Banking Law, related BRSA regulations, Capital Markets Legislation and the
regulations of CMB and the ISE in the matter of public disclosure and expends maximum effort to implement the principles
stipulated in the BRSA and CMB Corporate Governance Principles. See also “Turkish Regulatory Environment — Corporate
Governance Principles.”
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OWNERSHIP

The Bank was established in 1924 at the initiative of Mustafa Kemal Atatiirk, the founder of modern Turkey. The
Bank has three classes of shares, Class A Shares, Class B Shares and Class C Shares. For the principal differences among
these three classes of shares, see “~-Voting rights” and “-Privileges” below.

According to the Central Registry Agency, as of June 30, 2012: (a) the major shareholder of the Bank, with a
40.73% shareholding, was the Isbank Personnel Supplementary Pension Fund, which acts on behalf of both active and retired
employees of the Bank, (b) 31.18% of the Bank’s shares were on free float, and the remaining 28.09% were held by the CHP,
which is the testamentary heir of the the Bank share capital held initially by Mustafa Kemal Atatiirk under his will dated as of
September 5, 1938. Under such will and its interpretation by the Turkish courts, dividends on the share capital of the Bank
held by the CHP are paid equally to the following two non-profit organizations: the Turkish Language Institute and the
Turkish Historical Society.

As of June 30, 2012, the share capital of the Bank was TL 4,500,000,000 consisting of 112,502,250,000 fully paid-
up shares. Registered shareholdings in the Bank as of June 30, 2012 were as follows:

Shareholder” Shares®” Percentage
Pension Fund
Class A Shares .......cooveveeueeieeieieeeeee e 35,532 0.0%
Class B Shares.......oveeeeeeeeoeeieee e 948,830 0.0%
C1ass C SHATES.....ooveeeeeeeeeeeeeeeeeeeeeeee oo eeeereeenenes 45,815,322,885 40.7%
SUb-tOtal ..o 45,816,307,247 40.7%
Atatiirk’s Shares (the CHP)
Class A Shares .......ccovevveueeeeeieieeieee e 27,568 0.0%
Class B Shares..........ooovveeeeieeiiiieeciieececiee e 823,769 0.0%
Class € ShATES.....ooveeereeeeeeeeeeeeeeeeeeeeeeeeeeeereeenenes 31,603,348,766 28.1%
SUD-tOtal ..o 31,604,200,103 28.1%
Public Free Float
Class A Shares ........ccceeeeeveeeeeieeeeceee e 36,900 0.0%
Class B Shares.........ccccevveeviieiieieeieee e 1,127,401 0.0%
C1asS € SHATES......eveeeeeeeeeeeeee e 35,080,578,349 31.2%
VLo 7o ¥ 1 RSP 35,081,742,650 31.2%
Total
Class A ShaATes .......oocoovviiuuieieiiieiiiieee e 100,000 0.0%
Class B Shares.........ccovvvevveiecieieiceee e 2,900,000 0.0%
C1a88 € SNATES ..ottt 112,499,250,000 100.0%
TOtAl......ooiveiieeeeeeeeeeeeeee s 112,502,250,000 100.0%

" According to data from the Central Registry Agency as of June 30, 2012.
@ Each Class A and B share has a nominal value of one Kurus. Each Class C share has a nominal value of four Kurus. One
hundred Kurus are equal to one Turkish Lira.

Dividends

Dividends are paid by the Bank from its net profit in accordance with its articles of incorporation. Under its articles
of incorporation, the Bank is required to allocate 5% of its net profit towards its statutory reserve fund, 5% as a provision for
probable losses and 10% as a first contingency reserve. From the balance of net profit, an amount equal to 6% of the Bank’s
paid-up share capital represented by Class A, B and C shares is distributed to the shareholders as a “first dividend.” Should
the net profit realized in any year be insufficient to provide for the first dividend of 6%, the balance is to be distributed out of
the Bank’s contingency reserve fund with such amount constituting a charge to be made up out of profits to be realized in
subsequent years. Once the first dividend (and, where appropriate, the contingency reserve fund) is provided for, the balance
of the net profit is distributed as follows: 10% for founder shares (limited to TL 250,000 of paid-up capital), 0.25% for the
members of the Board of Directors (including the Chief Executive Officer) to be shared among them equally, 20% for the
employees of the Bank and 10% as a second contingency reserve. Once these amounts have been distributed, the balance is
distributed to the Bank’s shareholders as a “second dividend” in accordance with the Bank’s articles of incorporation.
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The following table sets forth details of the Bank’s dividend distributions pertaining to 2009, 2010 and 2011 (all of
which consisted entirely of cash dividends).

As of December 31,
2009 2010 2011
Class A Shares ........cccceevvvevieeeeceneen, 345 284 205
Class B Shares.........ccccooeevvveviiiiciinnnnns 5,878 4,995 3,848
Class C Shares.........cccovevvvveeeeieeiinnnnns 550,988,911 690,869,466 542,616,499
TOtal ..o, 550,995,134 690,874,745 542,620,552
Payout ratio (%) ..ccccooevereneneneneene. 23.2% 23.2% 20.3%

Preferential rights

Under the Bank’s articles of incorporation, existing shareholders have preferential rights with respect to the
purchase of new shares to be issued by the Bank. The duration and conditions of the exercise of these rights is to be
determined by the Board of Directors in accordance with the relevant Turkish regulations. To the extent that these
preferential rights are not exercised in respect of any new shares within the prescribed period, these shares are to be made
available for subscription by the public.

Voting rights

At least one share is needed for participating in any Ordinary or Extraordinary General Assembly. Each share
provides one vote to its owner.

Law 5274, which amended Turkish Commercial Code No 6762 and came into effect on January 1, 2005, provided
that each share must have a minimum nominal value of one Kurus. While Turkish Commercial Code No 6102 came into
effect and abolished the Turkish Commercial Code No 6762 on July 1, 2012, Article 476 of Turkish Commercial Code
No 6102 (which is in effect as of today) also provides that each share must have a minimum nominal value of one Kurus. At
the time that Law 5274 was passed, each Class A share had a nominal value of “old” TL 500 (which was the equivalent of
50,000 “old” Kurus); however, following the translation of the Turkish Lira (conversion of “old” Turkish Lira to “new”
Turkish Lira by removing six zeros from the currency), the Class A shares had a nominal value of 0.05 “new” Kurus (TL 500
divided by TL 1,000,000). In order to comply with the above-mentioned requirement, the Bank held an Extraordinary
General meeting on July 25, 2007, during which shareholders passed a resolution to bundle 20 previous Class A shares each
with a nominal value of 0.05 Kurus into one Class A share, each with a nominal value of one Kurus. As a result, each current
Class A share gives its holder 20 voting rights.

Despite having a lower nominal value, Class B shares, each with a nominal value of one Kurus, have the same
voting rights as the Class C shares, each with a nominal value of four Kurus. Votes may be cast by proxy.

Privileges

Because each current Class A share is a bundle of 20 of the previously issued Class A shares, holders of current
Class A shares have additional privileges according to Articles 18 and 19 of the Bank’s articles of incorporation. For
example, holders of Class A shares: (a) can receive 20 times the number of additional shares in a possible distribution of
bonus shares issued from the conversion of extraordinary and revaluation reserves generated in accordance with the relevant
laws and (b) are eligible to exercise 20 times the preference rights per Class A Share.

Furthermore, Class A and B shares, each with a nominal value of one Kurus, are granted privileges in distribution of
profits pursuant to Article 58 of the Bank’s articles of incorporation.
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Major Shareholders
Isbank Personnel Supplementary Pension Fund

The Pension Fund is a separate legal entity and is organized as a private Turkish “foundation” under the Turkish
Civil Law, operating within the Turkish Regulations of Foundations. All active and retired employees of the Bank are
members of the Pension Fund. The aim of the Pension Fund is to provide higher pensions to the Bank’s employees when they
retire and to provide both employees and pensioners with various social benefits.

Atatiirk’s Shares (The CHP)

The CHP is the testamentary heir of the Bank’s share capital held initially by Mustafa Kemal Atatiirk. The CHP was
founded on September 9, 1923 approximately one and a half months before the proclamation of the Republic of Turkey. The
CHP is the first official political party of the Republic of Turkey and was established by Mustafa Kemal Atatiirk, who was
also the founder of the Bank. Atatiirk remained the chairman of the CHP until his death in 1938 when, in line with the
provisions of his will, his shares in the Bank were transferred to the CHP.

Under Atatiirk’s will, any dividends on the share capital of the Bank held by the CHP are paid to the Turkish
Language Institute and the Turkish Historical Society. Therefore, the CHP enjoys only representative rights in relation to
their shares derived from Atatiirk’s bequest.

Other Shareholders

The remaining shares are on free float held by other individual or institutional shareholders who together owned
31.2% of the Bank’s shares according to Central Registry Agency data as of June 30, 2012.
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RELATED PARTY TRANSACTIONS

The Bank and its qualified shareholders, board of directors (including general manager) and the undertakings that
they control individually or jointly, directly or indirectly or in which they participate with unlimited responsibility or where
they are members of board of directors or general manager are considered and referred to as related parties. The Bank enters
into transactions with related parties in the ordinary course of its business and on an arm’s length basis and will continue to
do so in the future. See also “Business of the Group — Related Party Transactions.”

Restrictions relating to loans extended by the Bank to the members of its Board of Directors are defined in
Article 50 of the Banking Law. The Bank does not extend loans to the members of its Board of Directors other than those
allowed by the law.

None of the members of the Bank’s Board of Directors or executive officers has or has had any interest in any
transaction effected by the Bank and that are or were unusual in their nature or conditions or significant to the business of the
Bank and that were effected during the current or immediately preceding financial year or were effected during an earlier
financial year and remain in any respect outstanding or unperformed. None of these individual transactions are material.

The Banking Law places limits on a bank’s exposure to related parties. Under the Banking Law, the total amount of
loans to be extended by a bank to its risk group must not be more than 20% of its own funds. As at June 30, 2012, the Bank’s
total net exposure to its risk group totaled TL 2,440 million, an amount corresponding to 11.9% of its own funds; the Bank is
therefore within the limits of the Banking Law in terms of its exposure to its subsidiaries and other affiliates.

The following table shows the breakdown of the Group’s business transactions with related parties as of the dates
indicated.

2009 2010 2011
Percentage Percentage Percentage
of Related of Related of Related
Amount Item Amount Item Amount Item
(TL thousands, except percentages)
Cash loans............. 706,615 1.34% 460,281 0.67% 702,189 0.71%
Non-cash loans...... 1,601,486 12.07% 1,733,947 10.55% 2,458,207 9.03%
Deposits................ 1,485,417 2.06% 2,287,626 2.59% 2,133,162 2.16%
Derivatives............ 3,581 0.02% — 0.00% 188,145 0.25%
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TURKISH BANKING SYSTEM
Structural Changes in the Turkish Banking System

The Turkish financial sector has gone through major structural changes as a result of the financial liberalization
program that started in the early 1980s. The abolition of directed credit policies, liberalization of deposit and credit interest
rates and liberal exchange rate policies as well as the adoption of international best standard banking regulations have
accelerated the structural transformation of the Turkish banking sector. Since the 1980s, the Turkish banking sector has
experienced a significant expansion and development in the number of banks, employment in the sector, diversification of
services and technological infrastructure. The significant volatility in the Turkish currency and foreign exchange markets
experienced in 1994, 1998 and 2001, combined with the short foreign exchange positions held by many Turkish banks at
those times, affected the profitability and liquidity of certain Turkish banks. In 2001, this resulted in the collapse of several
institutions. The banking sector also experienced a sharp reduction in shareholders’ equity in 2001, with the capital for 22
private sector banks declining to US$4,916 million at the end of 2001 from US$8,056 million for 28 banks at the end of
2000, according to the Banks Association of Turkey.

The Turkish money markets and foreign exchange markets have stabilized since 2001, in large part due to regulatory
reform and other governmental actions (including a three-part audit undertaken in 2001 and the first half of 2002, after which
all private commercial banks were either found to be in compliance with the 8% minimum capital requirement, transferred to
the Savings Deposit Insurance Fund (the “SDIF”) or asked to increase their capital level). According to the SDIF’s official
data, since 1994, a total of 25 private banks have been transferred to the SDIF due to, among other things, weakened financial
stability and liquidity. The transparency of the system has improved along with the establishment of an independent
supervisory and regulatory framework and new disclosure requirements. Structural changes undertaken have strengthened the
private banking sector and resulted in a more level playing field among banks. Certain advantages for state banks were
diminished while the efficiency of the system increased in general as a result of consolidation. Efforts are continuing on the
resolution of the SDIF banks while restructuring and privatization of the state banks is progressing.

In August 2004, in an attempt to reduce the regulatory costs inherent in the Turkish banking system, the government
reduced the rate of the Resource Utilization Support Fund (“RUSF”) applicable on short-term foreign currency commercial
loans lent by banks domiciled in Turkey to zero; however, the 3% RUSF charge for some types of loans provided by banks
outside of Turkey with an average repayment term of less than one year remains valid. The government also increased the
RUSF charged on interest of foreign currency-denominated retail loans from 10% to 15% in order to curb domestic demand
fueled by credit, which was in turn perceived to be adversely affecting Turkey’s current account balance. The Council of
Ministers determined the RUSF charged on consumer credits to be utilized by real persons (for non-commercial utilization)
to 15% with its decision numbered 2010/974, which was published in the Official Gazette dated October 28, 2010 and
numbered 27743.

The Turkish Banking Sector

The Turkish banking industry has undergone significant consolidation over the past decade with the total number of
banks (including deposit-taking banks, investment banks and development banks) declining from 81 in 1999 to 45 on
December 31, 2008, which stayed at that level until February 2011 when Fortis Bank A.S. merged with Turk Ekonomi
Bankas1 A.S. A number of banks were transferred to the SDIF and eventually removed from the banking system through
mergers or liquidations. The table below shows the evolution of the number of banks in the Turkish banking system as of the
end of each year since 1999.

2000 001 2002 2003 2004 2005 2006 2007 2008 200 2010 2011 2012

Number
of banks.... 79 61 54 50 48 47 46 46 45 45 45 44 44

Source: Banks Association of Turkey (www.tbb.org.tr)
Note: Total number of banks includes deposit-taking banks, investment banks and development banks, but excludes participation banks (Islamic banks).
(1) As of June 30, 2012.

As of June 30, 2012, 44 banks were operating in Turkey. Thirty-one of these were deposit-taking banks and the
remaining banks were investment and development banks (four participation banks, which conduct their business under
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different legislation in accordance with Islamic banking principles, are not included in the analysis). Among the deposit-
taking banks, three banks were state-controlled banks, 11 were private domestic banks, 16 were private foreign banks and one
was under the administration of the SDIF.

The Banking Law permits deposit-taking banks to engage in all fields of financial activities, including deposit
collection, corporate and consumer lending, foreign exchange transactions, capital market activities and securities trading.
Typically, major commercial banks have nationwide branch networks and provide a full range of banking services, while
smaller commercial banks focus on wholesale banking. The main objectives of development and investment banks are to
provide medium-and long-term funding for investment in different sectors.

Deposit-taking Turkish banks’ total balance sheets have grown at a compound average growth rate (“CAGR”) of
17.8% from December 31, 2006 to July 31, 2012, driven by loan book expansion and customer deposits growth, which
increased by a CAGR of 23.9% and 16.2%, respectively, between December 31, 2006 and July 31, 2012, in each case
according to the BRSA. Despite strong growth of net loans and customer deposits since 2006, the Turkish banking sector
remains significantly under-penetrated compared with banking penetration in the eurozone. Loans/GDP and deposits/GDP
ratios of the Turkish banking sector were 47.9% and 50.6%, respectively, as of December 31, 2011 according to BRSA data,
whereas the eurozone’s banking sector had loan and deposit penetration ratios of 130.9% and 114.2%, respectively, as of the
same date based upon the European Central Bank’s data.

The following table shows key indicators for deposit-taking banks in Turkey since 2006.

As of
As of December 31, July 31,
2006 2007 2008 2009 2010 2011 2012 CAGR
(TL millions, except CAGR)

Balance sheet
LOans ....oooeveeeeiieeeee e 202,467 262,572 338,091 355,285 479,018 621,379 670,074  23.9%
Total aSSets ....coveverveeeieieeeeiee, 470,635 543,272 683,823 773,357 932,371 1,119911 1,172,243  17.8%
dePOSItS...veiieeieieiieieeee e 296,495 342,031 435,554 487,909 583,947 656,276 686,202  16.2%
Shareholders’ equity.........ccceveeneen. 50,409 64,533 72,060 93,833 114,979 123,007 140,492  20.2%
Income statement
Net Interest Income ..........cccovennees 19,607 23,978 28,245 38,758 35,895 36,056 26,361 5.4%
Net Fees and Commission
INCOME...eievieiieeeeieeee e, 6,420 7,894 9,611 10,846 11,459 13,345 8,312 4.7%
Total iNCOME......coeveerieieieennee, 33,414 39,744 45339 57275 58,955 61,669 42,339 4.3%
Net Profit.....cccoceeenenenencccies 10,243 13,468 11,851 18,490 20,518 18,177 12,139 3.1%
Key ratios
Loans/deposits ........ccccververeenennennen. 68.3% 76.8% 77.6% 72.8% 82.0% 94.7% 97.6%
Net interest margin ..........coceeueeneeees 5.1% 5.3% 5.1% 5.9% 4.7% 3.7% 4.0%
Return on average equity................ 21.1% 23.4% 17.7% 22.3% 19.9% 15.4% 15.2%
Capital adequacy ratio.................... 19.9% 17.4% 16.6% 19.3% 17.7% 15.5% 15.5%

Source: BRSA monthly bulletin (www.bddk.org.tr)
Competition

The Turkish banking industry is highly competitive and relatively concentrated with the top 10 deposit-taking banks
accounting for 90.3% of total assets of deposit-taking banks as of June 30, 2012 according to the BRSA. Among the top 10
Turkish banks, there are three state-controlled banks — Ziraat Bank, HalkBank and Vakifbank, which were ranked second,
sixth and seventh, respectively, in terms of total assets as of June 30, 2012 according to the BRSA. These three state-
controlled banks accounted for 28.7% of deposit-taking Turkish banks’ performing loans and 34.6% of total deposits as of
June 30, 2012 according to the BRSA. The top four privately-owned domestic banks are the Bank, Tiirkiye Garanti
Bankas1 A.S. (“Garanti”), Akbank A.S. (“Akbank) and Yap1 ve Kredi Bankasi A.S. (“Yap: Kredi Bank™), which in total
accounted for approximately 50.4% of deposit-taking Turkish banks’ performing loans and approximately 46.7% of total
deposits as of June 30, 2012 according to the BRSA. The remaining banks in the top 10 deposit-taking banks in Turkey
include three mid-sized banks, namely Finansbank A.S. (“Finansbank), Turk Ekonomi Bankasi and Denizbank A.S.
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(“Denizbank’), which were controlled by National Bank of Greece, BNP Paribas and Dexia, respectively, as of June 30,
2012. On June 8, 2012, Sberbank and a shareholder of Denizbank (Dexia Participation Belgique) signed a definitive
agreement for the acquisition of 99.85% of Denizbank’s issued share capital by Sberbank.

The following table shows major shareholders, key indicators and market shares of the top 10 deposit-taking banks

ranked by total assets in the Turkish banking sector as of June 30, 2012.

Rank by Major Assets (US$ Assets Loans market Deposits
Assets Bank Shareholders'” millions) market share share® market share  Branches

1 Isbank Isbank Personnel 92,004 13.7% 14.0% 13.8% 1,214
Supplementary
Pension Fund (40.7%),
Cumhuriyet Halk
Partisi (28.1%)

2 Ziraat Bank Treasury (100%) 85,410 12.7% 9.9% 14.8% 1,506

3 Garanti Bank Dogus Group (24.2%), 84,668 12.6% 12.5% 12.2% 922
BBVA (25.0%)

4 Akbank Sabanci Holding, 77,609 11.5% 11.4% 11.5% 951

affiliates and family
(49.0%), Citigroup

(9.9%)
5 Yap1 Kredi Kog Financial 64,451 9.6% 10.1% 9.2% 918
Bank Services® (81.8%)
6 HalkBank Privatization 56,091 8.3% 8.6% 10.9% 792
Administration
(75.0%)
7 VakifBank General Directorate of 53,724 8.0% 8.9% 8.8% 690
Foundations (58.6%)
8 Finansbank National Bank of 26,022 3.9% 4.6% 4.1% 522
Greece (94.8%)
9 Turk Ekonomi ~ TEB Holding 22,584 3.4% 4.0% 3.5% 510
Bankast (55.0%)“, BNP
Paribas (40.4%)
10 Denizbank Dexia Participation 20,864 3.1% 3.4% 3.1% 596

Belgique (99.8%)®

Source: Banks Association of Turkey (www.tbb.org.tr) and BRSA (www.bddk.org.tr)
Note: Rankings and market shares among deposit-taking banks only.
Note: The Banks Association of Turkey’s definition of branch varies from the Bank’s definition. Therefore, the information provided above may differ

)
(2
(3
(G
(6))

slightly from what is provided elsewhere in this Offering Circular.

As of June 30, 2012.

Performing loans only are included.

Kog Financial Services is a 50/50 joint venture owned by the Unicredit Group and Kog¢ Holding.

TEB Holding is a 50/50 joint venture between BNPP Fortis Yatirim Holding A.S. and Colakoglu Group.

On June 8, 2012, Sberbank signed a definitive agreement with Dexia Participation Belgique for the acquisition of 99.85% of the issued share capital of
Denizbank.

The Bank’s management perceives the other large private banks as its primary competitors. The table below

compares certain financial information for the Bank’s branches and those of the four largest private competitors mentioned
above as of June 30, 2012:
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Per Branch

Number of Customer
Banks Branches Total Assets Loans"” Deposits
(TL millions)
The Bank ........cccceeveneee. 1,214 136.4 80.9 81.9
Garanti.......ccoceeeeeneeneenne. 922 165.3 94.5 94.8
Akbank ......cccocevieiinnnnne. 951 146.9 83.8 86.9
Yapi Kredi....cooovevnennnnne. 918 126.4 77.1 72.7
Vakifbank........ccccoeceeneen. 690 140.2 90.0 92.2

Source: BRSA and the banks’ financials as of June 30, 2012.
(1) Performing loans only are included.
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TURKISH REGULATORY ENVIRONMENT
Regulatory Institutions

Turkish banks and branches of foreign banks in Turkey are primarily governed by two regulatory authorities in
Turkey, the BRSA and the Central Bank.

The Role of the BRSA

In June 1999, the Banks Act No. 4389 established the BRSA, which is responsible for ensuring that banks observe
banking legislation, supervises the application of banking legislation and monitors the banking system. The BRSA has
administrative and financial autonomy. Historically, the BRSA’s head office has been in Ankara; however, as of February 13,
2011 and pursuant to Law No. 6111, the head office was relocated to Istanbul with the migration of functions from Ankara to
Istanbul to be completed within two years of such date. Pursuant to Law No. 6111, the Council of Ministers of Turkey has
been authorized to extend the migration deadline as necessary.

Articles 82 and 93 of the Banking Law state that the BRSA, having the status of a public legal entity with
administrative and financial autonomy, is established in order to ensure application of the Banking Law and other relevant
acts, to ensure that savings are protected and to carry out other activities as necessary by issuing regulations within the limits
of the authority granted to it by the Banking Law. The BRSA is obliged and authorized to take and implement any decisions
and measures in order to prevent any transaction or action that could jeopardize the rights of depositors and the regular and
secure operation of banks and/or could lead to substantial damages to the national economy, as well as to ensure efficient
functioning of the credit system.

The BRSA has responsibility for all banks operating in Turkey, including foreign banks and participation banks. The
BRSA sets various mandatory ratios such as capital adequacy and liquidity ratios. In addition, all banks must provide the
BRSA, on a regular and timely basis, information adequate to permit off-site analysis by the BRSA of such bank’s financial
performance, including balance sheets, profit and loss accounts, board of directors’ reports and auditors’ reports. Under
current practice, such reporting is required on a daily, weekly, monthly, quarterly and annual basis, depending upon the
nature of the information to be reported.

The BRSA conducts both on-site and off-site audits and supervises implementation of the provisions of the Banking
Law and other legislation, examination of all banking operations and analysis of the relationship and balance between assets,
receivables, equity capital, liabilities, profit and loss accounts and all other factors affecting a bank’s financial structure.

Pursuant to the Regulation regarding the Internal Systems of Banks, as issued by the BRSA and published in the
Official Gazette dated June 28, 2012 and numbered 28337, banks are obligated to establish, manage and develop (for
themselves and all of their consolidated affiliates) internal audit and risk management systems in line with the scope and
structure of their organizations, in compliance with the provisions of such regulation. Pursuant to such regulation, the internal
audit and risk management systems are required to be vested in a department of the bank that has the necessary independence
to accomplish its purpose and such department must report to the bank’s board of directors. To achieve this, according to the
regulation, the internal control personnel cannot also be appointed to work in a role conflicting with their internal control
duties.

The Role of the Central Bank

The Central Bank was founded in 1930 and performs the traditional functions of a central bank, including the
issuance of bank notes, provision of price stability and its continuity, regulation of the money supply, management of official
gold and foreign exchange reserves, monitoring of the financial system and advising the government on financial matters.
The Central Bank exercises its powers independently of the government. The Central Bank is empowered to determine the
inflation target together with the government, and to adopt a monetary policy in compliance with such target. The Central
Bank is the only authorized and responsible institution for the implementation of such monetary policy.

The Central Bank has responsibility for all banks operating in Turkey, including foreign banks. The Central Bank
sets mandatory reserve levels. In addition, each bank must provide the Central Bank, on a current basis, information adequate
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to permit off-site evaluation of its financial performance, including balance sheets, profit and loss accounts, board of
directors’ reports and auditors’ reports. Under current practice, such reporting is required on a daily, weekly, monthly,
quarterly and semi-annual basis depending upon the nature of the information to be reported.

The Banks Association of Turkey

The Banks Association of Turkey is an organization that provides limited supervision of and coordination among
banks (excluding the participation banks) operating in Turkey. All banks in Turkey are obligated to become members of this
association. As the representative body of the banking sector, the association aims at examining, protecting and promoting its
members’ professional interests; however, despite its supervisory and disciplinary functions, it does not possess any powers
to regulate banking.

Shareholding

The direct or indirect acquisition of shares that represent 10% or more of the share capital of any bank, or the direct
or indirect acquisition or transfer of shares resulting in the total number of shares held by a shareholder to increase above or
fall below 10%, 20%, 33% or 50% of the share capital of a bank, requires the permission of the BRSA in order to preserve
full voting and other shareholders’ rights associated with such shares. In addition, irrespective of the thresholds above, an
assignment and transfer of privileged shares with the right to nominate a member to the board of directors or audit committee
(or the issuance of new shares with such privileges) is also subject to the authorization of the BRSA. In the absence of such
authorization, a holder of such thresholds of shares cannot be registered in the share register, which effectively deprives such
shareholder of the ability to participate in shareholder meetings or to exercise voting or other shareholders’ rights with
respect to the shares but not of the right to collect dividends declared on such shares.

The board of directors of a bank is responsible for taking necessary measures to ascertain that shareholders attending
general assemblies have obtained the applicable authorizations from the BRSA. If the BRSA determines that a shareholder
has exercised voting or other shareholders’ rights (other than the right to collect dividends) without due authorization as
described in the preceding paragraph, then it is authorized to direct the board of directors of a bank to start the procedure to
cancel such applicable general assembly resolutions (including by way of taking any necessary precautions concerning such
banks within its authority under the Banking Law if such procedure has not been started yet). If the shares are obtained on the
stock exchange, then the BRSA may also impose administrative fines on shareholders who exercise their rights or acquire or
transfer shares as described in the preceding paragraph without BRSA authorization. In the case that the procedure to cancel
such general assembly resolutions is not yet started, or such transfer of shares is not deemed appropriate by the BRSA even
though the procedure to cancel such general assembly resolutions are started, then, upon the notification of the BRSA, the
SDIF has the authority to exercise such voting and other shareholders’ rights (other than the right to collect dividends and
priority rights) attributable to such shareholder.

Lending Limits

Turkish law sets out certain limits on the asset profile of banks and other financial institutions designed to protect
those institutions from excessive exposure to any one counterparty (or group of related counterparties). In particular:

*  Cash credits and non-cash credits such as letters of guarantee, counter-guarantees, sureties, avals, endorsements
and acceptances extended by a bank, bonds and similar capital market instruments purchased by it, loans
(whether deposits or otherwise), receivables arising from the future sales of assets, overdue cash credits,
accrued but not collected interest, amounts of non-cash credits converted into cash and futures and options
contracts and other similar contracts, partnership interests and shareholding interests are considered as a credit
irrespective of the account through which they are traced. Credits directly or indirectly extended to, and avals
and sureties accepted from, a real person or legal entity in excess of 10% of the bank’s equity capital are to be
considered major credits and the total of such major credits, except for the avals, guarantees and sureties, cannot
exceed eight times its equity capital.

+  The Banking Law restricts the total financial exposure (including extension of credits, issuance of guarantees,

etc.) that a bank may have to any one customer or a risk group directly or indirectly to 25% of its equity capital.
In calculating such limit, a credit extended to a partnership is deemed to be extended to the partners in
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proportion to their liabilities. A risk group is defined as an individual, his or her spouse and children and
partnership(s) in which any one of such persons is a director or general manager, as well as partnerships that are
directly or indirectly controlled by any one of such persons, either individually or jointly with third parties, or in
which any one of such persons participate with unlimited liability. Furthermore, a bank, its shareholders holding
10% or more of the bank’s voting rights or the right to nominate board members, its board members, its general
manager and partnerships directly or indirectly, individually or jointly, controlled by any of these persons
constitute a risk group, for which the lending limits are reduced to 20% of a bank’s equity capital, subject to the
BRSA'’s discretion to increase such lending limits up to 25%. Real and legal persons having surety, guarantee or
similar relationships where the insolvency of one is likely to lead to the insolvency of the other are included in
the applicable risk groups, for which the lending limits are reduced to 20% of a bank’s equity capital.

* Loans made available to a bank’s controlling shareholders or other registered shareholders holding more than
1% of the share capital of the bank and their risk groups may not exceed 50% of the bank’s capital equity.

Non-cash loans, futures and option contracts and other similar contracts, avals, guarantees and suretyships,
transactions carried out with credit institutions and other financial institutions, transactions carried out with the central
governments, central banks and banks of the countries accredited with the BRSA, as well as bills, bonds and similar capital
market instruments issued or guaranteed to be paid by them, and transactions carried out pursuant to such guarantees are
taken into account for the purpose of calculation of loan limits by the framework for calculating loan limits set by the BRSA.

Pursuant to Article 55 of the Banking Law, the following credits are exempt from the above-mentioned lending
limits:

(a) transactions backed by cash, cash-like instruments and precious metals,

(b) transactions carried out with the Undersecretariat of Treasury, the Central Bank, the Privatization
Administration and the Housing Development Administration of Turkey or against bonds and bills issued by or
payment of which is guaranteed by these institutions,

(c) transactions carried out in money markets established by the Central Bank or pursuant to special laws,

(d) any increase in credits resulting from an increase in the value of the respective currency and interests
accrued, profit shares and other charges on overdue credits provided that subsequently allocated credits in a foreign
currency are to be taken into consideration at the exchange rate applied on the date of utilization thereof for

calculation of lines of credit in the event a new credit is allocated to the same person,

(e) equity participations acquired due to any capital increases at no cost and any increase in the value of
equity participations not requiring any payment,

(f) transactions carried out among banks on the basis set out by the BRSA,

(g) equity participations acquired through underwriting commitments in public offerings, provided that
such participations are disposed of in a manner and at a time determined by the BRSA,

(h) transactions that are taken into account as deductibles in calculation of own funds, and
(1) other transactions to be determined by the BRSA.
Loan Loss Reserves
Pursuant to Article 53 of the Banking Law, banks must formulate, implement and regularly review policies
regarding compensation for losses that have arisen or are likely to arise in connection with loans and other receivables and to
reserve adequate level of provisions against impairment in the value of other assets, for qualification and classification of

assets, receipt of guarantees and securities and measurement of their value and reliability. In addition, such policies must
address issues such as monitoring the loans, follow-up procedures and the repayment of overdue loans. Banks must also
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establish and operate systems to perform these functions. All special provisions set aside for loans and other receivables in
accordance with this article are considered as expenditures deductible from the corporate tax base in the year they are set

aside.

Procedures relating to loan loss reserves for non-performing loans are set out in Article 52 of the Banking Law and

in regulations issued by the BRSA. Pursuant to the Regulation on Provisions and Classification of Loans and Receivables,
banks are required to classify their loans and receivables in one of the following groups:

L

II.

Loans of a Standard Nature and Other Receivables: This group involves loans and other receivables:

(1) that have been disbursed to natural persons and legal entities with financial creditworthiness,

2) the principal and interest payments of which have been structured according to the solvency and cash flow
of the debtor,

3) the reimbursement of which has been made within specified periods, for which no reimbursement problems

are expected in the future and that can be fully collected, and
4) for which no weakening of the creditworthiness of the applicable debtor has been found.

The terms of a bank’s loans and receivables monitored in this group may be modified if such loans and receivables
continue to have the conditions envisaged for this group; sowever, in the event that such modification is related to
the extension of the initial payment plan under the loan or receivable, a general loan provision, not being less than
five times the sum of 1% of the cash loan portfolio plus 0.2% of the non-cash loan portfolio (letters of guarantee,
acceptance credits, letters of credit undertakings and endorsements) is required to be set aside, and such
modifications are required to be disclosed under the financial reports to be disclosed to the public. This ratio is
required to be at least 2.5 times the Consumer Loans Provisions (as defined below) for amended consumer loan
agreements (other than vehicle and housing loans). The modified loan or receivable may not be subject to this
additional general loan provision if such loan or receivable has low risk, is extended with a short term and the
interest payments thereof are made in a timely manner; provided that the principal amount of such loan or receivable
must be repaid within a year, at the latest, if the term of the loan or receivable is renewed without causing any
additional cost to a bank.

Loans and Other Receivables Under Close Monitoring: This group involves loans and other receivables:

(1) that have been disbursed to natural persons and legal entities with financial creditworthiness and for the
principal and interest payments of which there is no problem at present, but which need to be monitored
closely due to reasons such as negative changes in the solvency or cash flow of the debtor, probable
materialization of the latter or significant financial risk carried by the person utilizing the loan,

2) whose principal and interest payments according to the conditions of the loan agreement are not likely to be
repaid according to the terms of the loan agreement and where the persistence of such problems might
result in partial or full non-reimbursement risk,

3) that are very likely to be repaid but the due dates are delayed for more than 30 days for justifiable reasons
but not falling within the scope of “Loans and other Receivables with Limited Recovery” set forth under
Group III below, or

4) although the standing of the debtor has not weakened, there is a high likelihood of weakening due to the
debtor’s irregular and unmanageable cash flow.

If a loan customer has multiple loans and one of these loans is classified in Group II and others are classified in
Group I, then all of such customer’s loans are required to be classified in Group II. The terms of a bank’s loans and
receivables monitored in this group may be modified if such loans and receivables continue to have the conditions
envisaged for this group; however, in the event that such modification is related to the extension of the initial
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III.

Iv.

payment plan under the loan or receivable, a general loan provision, not being less than 2.5 times the sum of 2% of
the cash loan portfolio plus 0.4% of the non-cash loan portfolio for closely-monitored loans are required to be set
aside and such modifications are required to be disclosed under the financial reports to be disclosed to the public.
This ratio is required to be at least 1.25 times the Consumer Loans Provisions (as defined below) for amended
consumer loan agreements (other than vehicle and housing loans). The modified loan or receivable may not be
subject to this additional general loan provision if such loan or receivable has low risk, is extended with a short term
and the interest payments thereof are made in a timely manner; provided that the principal amount of such loan or
receivable must be repaid within a year, at the latest, if the term of the loan or receivable is renewed without causing
any additional cost to a bank.

Loans and Other Receivables with Limited Recovery: This group involves loans and other receivables:

(1) with limited collectability due to the resources of, or the securities furnished by, the debtor being found
insufficient to meet the debt on the due date, and in case the problems observed are not eliminated, they are
likely to cause loss,

2) the credibility of whose debtor has weakened and where the loan is deemed to have weakened,

3) collection of whose principal and interest or both has been delayed for more than 90 days but not more than
180 days from the due date, or

4) in connection with which the bank is of the opinion that collection by the bank of the principal or interest of
the loan or both will be delayed for more than 90 days from the due date owing to reasons such as the
debtor’s difficulties in financing working capital or in creating additional liquidity.

Loans and Other Receivables with Suspicious Recovery: This group involves loans and other receivables:

(1) that seem unlikely to be repaid or liquidated under existing conditions,

2) in connection with which there is a strong likelihood that the bank will not be able to collect the full loan
amount that has become due or payable under the terms stated in the loan agreement,

3) whose debtor’s creditworthiness is deemed to have significantly weakened but which are not considered as
an actual loss due to such factors as a merger, the possibility of finding new financing or a capital increase,
or

“) there is a delay of more than 180 days but not more than one year from the due date in the collection of the

principal or interest or both.

Loans and Other Receivables Considered as Losses: This group involves loans and other receivables:

(1) that are deemed to be uncollectible,
2) collection of whose principal or interest or both has been delayed by one year or more from the due date, or
3) for which, although sharing the characteristics stated in Groups III and IV, the bank is of the opinion that

they have become weakened and that the debtor has lost his creditworthiness due to the strong possibility
that it will not be possible to fully collect the amounts that have become due and payable within a period of
over one year.

The Regulation on Provisions and Classification of Loans and Receivables requires Turkish banks to provide

general provisions calculated at: (a) 1% of the cash loan portfolio plus 0.2% of the non-cash loan portfolio (letters of
guarantee, avals, sureties and other non-cash loans) classified in Group I above for standard loans, and (b) 2% of the cash
loan portfolio plus 0.4 % of the non-cash loan portfolio (letters of guarantee, avals, sureties and other non-cash loans)
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classified in Group II above for closely monitored loans. 75% less general provisions is set aside for each check slip of
customers who have loans under Groups I and II, which checks were delivered by the Bank at least five years ago.

Banks with consumer loan ratios greater than 20% of their total loans and banks with non-performing consumer loan
(classified as frozen receivables (excluding vehicle and housing loans)) ratios greater than 8% of their total consumer loans
(excluding vehicle and housing loans) (pursuant to the unconsolidated financial data prepared as of the general reserve
calculation period) are required to set aside a 4% general provision for outstanding consumer loans (excluding vehicle and
housing loans) under Group I and an 8% general provision for outstanding consumer loans (excluding vehicle and housing
loans) under Group II (the “Consumer Loans Provisions™).

If the sum of the letters of guarantee, acceptance credits, letters of credit undertakings, endorsements, purchase
guarantees in security issuances, factoring guarantees or other guarantees and sureties and pre-financing loans without letters
of guarantee of a bank is higher than ten times its equity calculated pursuant to the Regulation on Equity of Banks, a 0.3%
general provision ratio is required to be applied by such bank for all of its standard non-cash loans. Notwithstanding the
above ratio and by taking into consideration the standard capital adequacy ratio, the BRSA may apply the same ratio or a
higher ratio as the general reserve requirement ratio.

Turkish banks are also required to set aside general provisions for the amounts monitored under the accounts of
“Receivables from Derivative Financial Instruments” on the basis of the sums to be computed by multiplying them by the
rates of conversion into credit indicated in Article 12 of the “Regulation on Loan Transactions of Banks” by applying the
general provision rate applicable for cash loans. In addition to the general provisions, special provisions must be set aside for
the loans and receivables in Groups III, IV and V in the amounts of 20%, 50% and 100%, respectively. 75% less special
provisions is set aside for each check slip of the customers who have loans under Groups III, IV and V, which checks were
delivered by the Bank at least five years ago; however, if a bank sets aside specific provisions at a rate of 100% for non-
performing loans, then they do not have to set aside specific provisions for check slips that were delivered by such bank at
least two years ago.

Pursuant to the Regulation on Provisions and Classification of Loans and Receivables, all loans and receivables in
Groups III, IV and V above, irrespective of whether any interest or other similar obligations of the debtor are applicable on
the principal or whether the loans or receivables have been refinanced, are defined as frozen receivables. If several loans have
been extended to a loan customer by the same bank and if any of these loans is considered as a frozen receivable, then all
outstanding risks of such loan customer are classified in the same group as the frozen receivable even if such loans would not
otherwise fall under the same group as such frozen receivables. If a frozen receivable is repaid in full, then the other loans of
the loan customer may be re-classified into the applicable group as if there were no related frozen receivables.

Pursuant to the amendment dated September 21, 2012 of the Regulation on Provisions and Classification of Loans
and Receivables, the BRSA is entitled to increase the provision rates taking into account the sector and country risk status of
the borrowers.

Banks must also monitor the following types of security based upon their classification:

Category | Collateral: (a) cash, deposit, profit sharing fund and gold deposit accounts that are secured by pledge or
assignment agreements, promissory notes, debenture bonds and similar securities issued directly or guaranteed by
the Central Bank, the Treasury, the Housing Development Administration of Turkey or the Privatization
Administration and funds gained from repo transactions over similar securities and B-type investment profit sharing
funds, member firm receivables arising out of credit cards and gold reserved within the applicable bank, (b)
transactions executed with the Treasury, the Central Bank, the Housing Development Administration of Turkey or
the Privatization Administration and transactions made against promissory notes, debenture bonds and similar
securities issued directly or guaranteed by such institutions, (c) securities issued directly or guaranteed by the central
governments or central banks of countries that are members of the Organization for Economic Co-operation and
Development (the “OECD”), (d) guarantees and sureties given by banks operating in OECD member states, ()
securities issued directly or guaranteed by the European Central Bank, (f) sureties and letters of guarantee issued by
banks operating in Turkey in compliance with their maximum lending limits and (g) bonds and debentures issued by
banks operating in Turkey.
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Category Il Collateral: (a) precious metals other than gold, (b) shares quoted on a stock exchange and A-type
investment profit sharing funds, (c) asset-backed securities and private sector bonds except ones issued by the
borrower, (d) credit derivatives providing protection against credit risk, (¢) the assignment or pledge of accrued
entitlements of real and legal persons from public agencies, (f) liquid securities, negotiable instruments representing
commodities, other types of commodities and movables pledged at market value, (g) mortgages on real property
registered with the land registry and mortgages on real property built on allocated real estate, provided that their
appraised value is sufficient, (h) export documents based upon marine bill of lading or transport bills, or insured
within the scope of an exportation loan insurance policy, and (i) bills of exchange stemming from actual trading
relations, which are received from natural persons and legal entities.

Category I11 Collateral: (a) commercial enterprise pledges, (b) other export documents, (c) vehicle pledges, (d)
mortgages on aircraft or ships, (e) sureties from real or legal persons whose creditworthiness is higher than the
debtor itself and (f) promissory notes of real and legal persons.

Category 1V Collateral: any other security not otherwise included in Category I, II or III.
When calculating the special reserve requirements for frozen receivables, the value of collateral received from a

borrower is deducted from such borrower’s loans and receivables in Groups III, IV and V above in the following proportions
in order to determine the amount of the required reserves:

Discount
Category Rate
Category I collateral .........cccoceeveininincnnnn 100%
Category II collateral ............cccceeineeincnnnn 75%
Category III collateral..........c.ccoceverinincnnnn. 50%
Category IV collateral.............ccccoeneeinenenn 25%

In case the value of the collateral exceeds the amount of the NPL, the above-mentioned rates of consideration are applied
only to the portion of the collateral that is equal to the amount of the NPL.

According to Article 11 of the Regulation on Provisions and Classification of Loans and Receivables, in the event of
a borrower’s failure to repay loans or any other receivables due to a temporary lack of liquidity that the borrower is facing, a
bank is allowed to refinance the borrower with additional funding in order to strengthen the borrower’s liquidity position or
to structure a new repayment plan. Despite such refinancing or new repayment plan, such loans and other receivables are
required to be monitored in their current loan groups (whether Group III, IV or V) for at least the next six-month period and,
within such period, provisions continue to be set aside at the special provision rates applicable to the group in which they are
included. After the lapse of such six-month period, if total collections reach at least 15% of the total receivables for
restructured loans, then the remaining receivables are reclassified to the “Renewed/Restructured Loans Account.” The bank
may refinance the borrower for a second time if the borrower fails to repay the refinanced loan; provided that at least 20% of
the principal and other receivables are collected on a yearly basis.

The Regulation on Provisions and Classification of Loans and Receivables was amended on April 9, 2011.
According to Provisional Article 5 of such regulation, which will be effective until December 31, 2012, loans and other
receivables classified as Group II that were granted to real persons or legal entities residing in Libya or engaged in activities
relating to Libya who reside in Turkey or in any other foreign country can be restructured twice. Furthermore, such loans and
receivables subject to a new redemption plan may be reclassified as Group I; provided that at least 10% of the total debt has
been repaid. Any such debt classified under Group I that is reclassified as Group II or that is restructured or is continued to be
monitored under Group II as the agreed conditions for reclassification were not adhered to and are restructured once again
may be reclassified as Group I, provided that at least 15% of the total debt has been repaid. If such loans and receivables
become subject to a redemption plan for a second time by granting new loans, then such loans and receivables shall be
classified as Group III until 5% of the total debt has been repaid. As long as such percentage of payments foreseen in the
redemption plan are made within the payment periods envisaged for Group III, it is in the bank’s discretion to set aside
special provisions for such loans and receivables.

In addition, pursuant to Provisional Article 5 described above, if real persons or legal entities residing in Libya or
having business activities relating to Libya who reside in Turkey or in any other foreign country incur other debts that are
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classified under Group III, IV or V, then the debt relating to Libya will be reclassified in the same group as such debt;
however, setting aside special provisions in the ratio foreseen by the related group for these loans is in the discretion of the
bank. So long as the classification methods as set out in the regulation are complied with, if the borrower fails to repay such
debt due to a temporary lack of liquidity, then the bank is allowed to refinance the borrower with additional funding in order
to strengthen its liquidity position or to structure a new repayment plan up to three times.

Any debt restructured pursuant to the preceding paragraph may be transferred to the “Renewed/Restructured Loans
Account” if:

« at least 5% of the total debt in the first restructuring has been repaid and the restructured loans and receivables
have been monitored under their respective group(s) for a period of at least three months,

+ at least 10% of the total debt in the second restructuring has been repaid and the restructured loans and
receivables have been monitored under their respective group(s) for a period of six months,

« atleast 15% of the total debt in the third restructuring has been repaid and the restructured loans and receivables
have been monitored under their respective group(s) for a period of one year, and

» the payments foreseen in the payment plan are not delayed.

Banks must provide information on the loans and receivables defined above that are subject to the terms of a new contract or
restructured in their year-end and interim financial reports to be disclosed to the public.

The Regulation on Provisions and Classification of Loans and Receivables was amended on December 30, 2011.
According to Provisional Article 6 of the regulation, which will be effective until December 31, 2012, loans and receivables
classified as Group II that were granted to be used in the maritime sector can be restructured twice. Furthermore, such
restructured debt may be classified as Group I; provided that at least 10% of the total debt has been repaid. Any such debt
classified under Group I that is reclassified as Group II debt or that is restructured or is continued to be monitored under
Group II as the agreed conditions for reclassification were not adhered to and are restructured once again may be reclassified
as Group I; provided that at least 15% of the total debt has been repaid. If such loans and receivables become subject to a
redemption plan for a second time by granting new loans, then such loans and receivables shall be classified as Group III
until 5% of the total debt has been repaid. As long as such percentage of payments foreseen in the redemption plan are made
within the payment periods envisaged for Group III, it is in the bank’s discretion to set aside special provisions for such loans
and receivables.

In addition, pursuant to Provisional Article 6 described above, if there are any loans and receivables that are
classified in Groups III, IV and V, other than those relating to the maritime sector shall be reclassified in the same group as
such debt; however, setting aside special provisions in the ratio foreseen by the related group for these loans is in the
discretion of banks. So long as the classification methods as set out in the regulation are complied with, if a borrower fails to
repay such loans or receivables due to a temporary lack of liquidity, then the bank is allowed to refinance the borrower with
additional funding in order to strengthen its liquidity position or to structure a new repayment plan up to three times.

Any debt restructured pursuant to the preceding paragraph may be transferred to the “Renewed/Restructured Loans
Account” if:

« at least 5% of the total debt in the first restructuring has been repaid and the restructured loans and receivables
have been monitored under their respective group(s) for a period of at least three months,

e at least 10% of the total debt in the second restructuring has been repaid and the restructured loans and
receivables have been monitored under their respective group(s) for a period of six months,

« atleast 15% of the total debt in the third restructuring has been repaid and the restructured loans and receivables
have been monitored under their respective group(s) for a period of one year, and

« the payments foreseen in the payment plan are not delayed.
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Banks must provide information on the loans and receivables defined above that are subject to the terms of a new
contract or restructured in their year-end and interim financial reports to be disclosed to the public.

The Regulation on Provisions and Classification of Loans and Receivables was amended on September 21, 2012.
According to Provisional Article 7 of the regulation, which will be effective until December 31, 2013, restructured debts
classified as Group II that were granted by banks to real persons or legal entities residing in Syria or engaged in activities
relating to Syria who reside in Turkey or in any other foreign country may be classified as Group I receivables; provided that
at least 10% of the total debt has been repaid. Any such debt classified under Group I that is reclassified as Group II or that is
restructured or is continued to be monitored under Group II as the agreed conditions for reclassification were not adhered to
and are restructured again may be reclassified as Group I; provided that at last 15% of the total debt has been repaid. If such
loans and receivables become subject to a redemption plan for a second time by granting new loans, then such loans and
receivables shall be classified as Group III until 5% of the total debt has been repaid. As long as such percentage of payments
foreseen in the redemption plan are made within the payment periods envisaged for Group III, it is in the bank’s discretion to
set aside special provisions for such loans and receivables.

In addition, pursuant to Provisional Article 7 described above, if real persons or legal entities residing in Syria or
having business activities relating to Syria who reside in Turkey or in any other foreign country incur other debts that are
classified under Group III, IV or V, then the debt relating to Syria will be reclassified in the same group as such debt;
however, setting aside special provisions in the ratio foreseen by the related group for these loans is in the discretion of the
banks. So long as the classification methods as set out in the regulation are complied with, if a borrower fails to repay such
debt due to a temporary lack of liquidity, then a bank is allowed to refinance the borrower with additional funding in order to
strengthen its liquidity position or to structure a new repayment plan up to three times.

Any debt restructured pursuant to the preceding paragraph may be transferred to the “Renewed/Restructured Loans
Account” if:

+ at least 5% of the total debt in the first restructuring has been repaid and the restructured loans and receivables
have been monitored under their respective group(s) for a period of at least three months,

+ at least 10% of the total debt in the second restructuring has been repaid and the restructured loans and
receivables have been monitored under their respective group(s) for a period of six months,

+ atleast 15% of the total debt in the third restructuring has been repaid and the restructured loans and receivables
have been monitored under their respective group(s) for a period of one year, and

» the payments foreseen in the payment plan are not delayed.
Capital Adequacy

In order to implement Basel Il into Turkish law, on June 28, 2012, the BRSA issued a new regulation on
measurement and assessment of capital adequacy of banks, which entered into force on July 1, 2012. Article 45 of the
Banking Law defines “Capital Adequacy” as having adequate equity against losses that could arise from the risks
encountered. Pursuant to the same article, banks must calculate, achieve, perpetuate and report their capital adequacy ratio,
which, within the framework of the BRSA’s regulations, cannot be less than 8%.

The BRSA is authorized to increase the minimum capital adequacy ratio and the minimum consolidated capital
adequacy ratio, to set different ratios for each bank and to revise the calculation and notification periods, but must consider
each bank’s internal systems as well as its asset and financial structures. Both the minimum total capital adequacy ratio and
the minimum consolidated capital adequacy ratio for the Group as required by the BRSA is currently 8%. In addition, as a
prudential requirement, the BRSA requires a target capital adequacy ratio that is 4% higher than the legal capital ratio of 8%.

Under the BRSA Regulation, subordinated loans (which as defined can also include bonds such as the Notes) to a
bank are grouped as “primary subordinated loans” and “secondary subordinated loans” and are listed as one of the items that
constitute “Tier IT”” capital. The portion of primary subordinated loans equal to an amount from 15% up to 50% of “Tier I”
capital is included in the calculation of “Tier I” capital. The portion of total subordinated debts and primary subordinated
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debts that exceed 50% of Tier I and the portion of general reserves that exceeds 125 per 10,000 of the total of the sum as a
basis for credit risk, market risk and operational risk is not taken into consideration in calculating the Tier II capital.

Tier II Rules under Turkish Law. Secondary subordinated debts are regulated under the BRSA Regulation.
According to this regulation, the net worth of a bank (i.e., the bank’s own funds) consists of main capital and supplementary
capital minus capital deductions. In the relevant definition, “secondary subordinated loans” (which as defined can also
include bonds such as the Notes) are listed as one of the items that constitute a bank’s supplementary capital (i.e., “Tier II”
capital); however, loans provided to the banks by their affiliates or debt instruments issued to their affiliates do not fall within
the scope of such “secondary subordinated loans.” The portion of primary subordinated debts that is not included in the
calculation of Tier I capital plus the total secondary subordinated debts that, in aggregate, exceeds 50% of Tier I capital is not
taken into consideration in the calculation of Tier II capital. During the final five years of a secondary subordinated debt, the
amount thereof to be taken into account in the calculation of the Tier II capital would be reduced by 20% per year. In
addition, any secondary subordinated debt with a remaining maturity of less than one year is not included in the calculation
of Tier II capital. Any cash credits extended by the bank to the provider(s) of the “secondary subordinated loans™ (if debt
instruments, to the investor(s) holding 10% or more thereof) are also deducted from the amount to be used in the calculation
of the Tier II capital. A secondary subordinated debt is taken into account in the calculation of Tier II capital on the date of
the accounting of such secondary subordinated debt on the books of the relevant bank.

The BRSA Regulation requires banks to obtain the prior permission of the BRSA for a debt to be classified as a
“secondary subordinated loan”. In order to obtain such permission, the bank must submit to the BRSA the original copy or a
notarized copy of the applicable agreement(s), and if an applicable agreement is not yet signed, a draft of such agreement
(with submission of its original to be made after receipt of the BRSA’s consent). The BRSA would, in considering any such
request for its permission, determine if the credit in question meets the following criteria:

(a) the debt must have an initial maturity of at least five years and the agreement must contain express
provisions that prepayment of the principal cannot be made before the expiry of the five-year period and the
creditors waive their rights to make any set-offs against the bank with respect to such debt; it being understood that
interest and other charges may be payable during such five year period,

(b) there may be no more than one repayment option before the maturity of the debt and, if there is a
repayment option before maturity, the date of exercising the option must be clearly defined,

(c) the creditors must have agreed expressly in the agreement that in the event of dissolution and liquidation
of the bank, such debt will be repaid before any payment to shareholders for their capital return and payments on
primary subordinated debts but after all other debts,

(d) it must be stated in the agreement that the debt is not related to any derivative operation or contract
violating the condition stated in clause (c) or tied to any guarantee or security, in one way or another, directly or
indirectly, and the debts cannot be assigned to any affiliates of the bank,

(e) it must be utilized as one single drawdown if utilized in the form of a loan and it must be wholly
collected in cash if in the form of a debt instrument, and

(f) payment before maturity is subject to approval of the BRSA.

If the interest rate applied to a secondary subordinated debt is not explicitly indicated in the loan agreement or the
text of the debt instrument or if the interest rate is excessively high compared to that of similar loans or debt instruments, then
the BRSA might not authorize the inclusion of the loan or debt instrument in the calculation of Tier II capital.

In cases where the parties subsequently agree that a secondary subordinated debt be prepaid prior to its stated
maturity (but in any event after the fifth anniversary of its utilization), they would be required to apply for the BRSA’s
permission. Upon any such application, the BRSA would, in its sole discretion, determine if any such prepayment would
adversely affect the bank’s credit lines and limits or its compliance with the applicable standard ratios and give or decline to
give its consent accordingly.
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In connection with secondary subordinated debts pursuant to which it has been agreed that a prepayment option shall
be available and the remaining maturity is calculated by way of taking into account the originally agreed maturity date (i.e.,
not on the basis of the prepayment option date), such prepayment option can only be exercised with the consent of the BRSA,
which would apply the criteria stated above.

Basel II. The BRSA has published regulations regarding the implementation of Basel II in Turkey, which
regulations took full effect during the second half of 2012. These regulations as contained in the “Turkish National
Discretions” (Turkish modification of Basel II) were implemented on a bank-only basis starting from July 1, 2011, and on a
consolidated basis starting from January 1, 2012. This reporting period was a “parallel run”, since banks continued to report
their risk-weighted assets under both Basel I and Basel II requirements until June 30, 2012. Since June 30, 2012, only
Basel II standard approach requirements are permitted in the credit risk report for minimum capital calculations.

The most significant difference between the capital adequacy regulations in place before July 1, 2012 and the new
Basel II regulations is on the calculation of risk-weighted assets related to credit risk. The new regulations seek to align more
closely the minimum capital requirement of a bank with its borrowers’ credit risk profile. The impact of the new regulations
on capital adequacy levels of Turkish banks will largely stem from exposures to the Turkish government, principally through
the holding of Turkish government bonds. While the previous rules provided a 0% risk weight for exposures to the Turkish
sovereign and the Central Bank, the rules of Basel II require that claims on sovereign entities and their central banks be risk-
weighted according to their credit assessment, which currently results in a 100% risk weighting for Turkey; however, the
Turkish law implementing Basel II principles in Turkey (Turkish National Discretion) revises this general rule by providing
that all Turkish Lira-denominated claims on sovereign entities in Turkey and all foreign exchange-denominated claims on the
Central Bank will also have a 0% risk weight. As a result of these implementation rules, the impact of the new regulations is
expected to be fairly limited when compared to the previous regime. The BRSA has announced that these new regulations
will result in a decrease of 0.20% in the capital adequacy levels of the Turkish banking system as of July 31, 2012. This
figure is consistent with the Bank’s own experience and thus no additional capital needs are projected for the Bank in the
short term due to this change in the regulatory capital adequacy framework.

Basel III. The Basel Committee has recently adopted further revisions to Basel Il (“Basel III”’), but there is no
certainty as to whether these most recent Basel III revisions will be implemented by the BRSA in Turkey and, if so, when and
in what form. Although an official timetable for the adoption of Basel III in Turkey has not been announced by the BRSA,
the regulations are expected to be implemented between 2013 and 2019 in accordance with the transition period provided for
by the Basel Committee.

Liquidity and Reserve Requirements

The Regulation on Measurement and Assessment of the Liquidity Adequacy of Banks was issued by the BRSA and
announced in the Official Gazette dated November 1, 2006 and numbered 26333. According to such regulation, the liquidity
adequacy ratio of a bank is the ratio of its liquid reserves to its liabilities. On a weekly basis, banks are required to maintain at
least 100% liquidity adequacy for the first maturity period (liabilities maturing within seven days on a weekly average as
defined by the regulation) and second maturity period (liabilities maturing within 31 days as of the reporting date) for its
aggregate liabilities and 80% liquidity adequacy for the same maturity periods for its foreign currency liabilities.

Article 46 of the Banking Law requires banks to calculate, attain, maintain and report the minimum liquidity level in

accordance with principles and procedures set out by the BRSA. Within this framework, a comprehensive liquidity
arrangement has been put into force by the BRSA, following the consent of the Central Bank.
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The reserve requirements regarding foreign currency liabilities vary by category, as set forth below:

Required
Category of Foreign Currency Liabilities Reserve Ratio
Demand deposits, notice deposits, private current accounts, precious metal
deposit accounts, deposit accounts, deposit/participation accounts up to
1-month, 3-month, 6-month and 1-year maturities............ccceeeverveereereneenennenenn 11%
Deposit/participation accounts and precious metal deposit accounts up to 1-year
and longer maturities and cumulative deposits/participation accounts................. 9%
Other liabilities up to 1-year maturity (including 1-year)........c.cccecevinercnincnncnne. 11%
Other liabilities up to 3-year maturity (including 3-year) ........c.cccceevererenencncnene. 9%
Other liabilities longer than 3-year Maturity..........ccccoceevevrirenenincnencncneeercieee 6%
Special fUNd POOLS.....ccvieiieieiiiiitie ettt eeee Ratios for
corresponding

maturities above

The reserve requirements regarding Turkish Lira liabilities vary by category, as set forth below:

Required
Category of Turkish Lira Liabilities Reserve Ratio
Demand deposits, notice deposits and private current acCOUNts ...........cceevevenne. 11%
Deposits/participation accounts up to 1-month maturity (including 1-month)...... 11%
Deposits/participation accounts up to 3-month maturity (including 3-month)...... 11%
Deposits/participation accounts up to 6-month maturity (including 6-month)...... 8%
Deposits/participation accounts up to 1-year maturity.........c.ccececererenenenennennens 6%
Deposits/participation accounts up to 1-year and longer maturities and
cumulative deposits/participation aCCOUNES.........couervereerierieririenieneereieeeeeeenieenes 5%
Other Turkish Lira liabilities up to 1-year maturity (including 1-year) ................ 11%
Other Turkish Lira liabilities up to 3-years maturity (including 3-years) 8%
Other Turkish Lira liabilities longer than 3-year maturity 5%
Special fund POOLS........ceeieiiiiiiiiit e Ratios for
corresponding

maturities above

The reserve requirements also apply to gold deposit accounts. Furthermore, pursuant to the recent amendments to
the Communiqué regarding Reserve Requirements published on October 19, 2012 and effective as of October 24, 2012,
banks are permitted to maintain: (a) up to 60% (at least half of which must be in US Dollars) of the Turkish Lira reserve
requirements in US Dollars and/or Euro (first 40% at 1.4 times, second 5% at 1.7 times, third 5% at 2.0 times, fourth 5% at
2.2 times and fifth 5% at 2.3 times the reserve requirement) and up to 30% of the Turkish lira reserve requirements in
standard gold (first 20% at one times, second 5% at 1.5 times and third 5% at 2.0 times the reserve requirement), and (b) up
to the total amount of the foreign currency reserve requirements applicable to precious metal deposit accounts in standard
gold. In addition, as required by a press release from the Central Bank dated September 11, 2012, banks are required to
maintain their required reserves against their US Dollar-denominated liabilities in US Dollars only.

Starting in September 2010, reserve accounts kept in Turkish Lira became non-interest-bearing (reserve accounts in
foreign currencies have not been interest-bearing since 2008). As of the date of this Offering Circular, no interest is paid by
the Central Bank on Turkish Lira or foreign currency liquidity reserve accounts.

The regulations further state that until December 31, 2013, foreign exchange-indexed assets and liabilities shall, for
the purposes of calculations of foreign currency liquidity ratios, be deemed to be foreign currency assets and liabilities;
however, such foreign exchange-indexed assets and liabilities shall continue to be deemed TL currency for the calculation of
total liquidity adequacy ratios.
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Foreign Exchange Requirements

According to a regulation on foreign exchange net position/capital base issued by the BRSA and published in the
Official Gazette dated November 1, 2006 and numbered 26333, for both the bank-only and consolidated financial statements,
the ratio of a bank’s foreign exchange net position to its capital base should not exceed (+/-) 20%, which calculation is
required to be made on a weekly basis. The net foreign exchange position is the difference between the Turkish Lira
equivalent of a bank’s foreign exchange assets and its foreign exchange liabilities. For the purpose of computing the net
foreign exchange position, foreign exchange assets include all active foreign exchange accounts held by a bank (including its
foreign branches), its foreign exchange-indexed assets and its subscribed forward foreign exchange purchases; for purposes
of computing the net foreign exchange position, foreign exchange liabilities include all passive foreign exchange accounts
held by a bank (including its foreign branches), its subscribed foreign exchange-indexed liabilities and its subscribed forward
foreign exchange sales. If the ratio of a bank’s net foreign exchange position to its capital base exceeds (+/-) 20%, then the
bank is required to take steps to move back into compliance within two weeks following the bank’s calculation period. Banks
are permitted to exceed the legal net foreign exchange position to capital base ratio up to six times per calendar year.

Audit of Banks

According to Article 24 of the Banking Law, banks’ boards of directors are required to establish audit committees
for the execution of the audit and monitoring functions of the board of directors. Audit committees shall consist of a
minimum of two members and be appointed from among the members of the board of directors who do not have executive
duties. The duties and responsibilities of the audit committee include the supervision of the efficiency and adequacy of the
bank’s internal control, risk management and internal audit systems, functioning of these systems and accounting and
reporting systems within the framework of the Banking Law and other relevant legislation, and integrity of the information
produced; conducting the necessary preliminary evaluations for the selection of independent audit firms by the board of
directors; regularly monitoring the activities of independent audit firms selected by the board of directors; and, in the case of
holding companies covered by the Banking Law, ensuring that the internal audit functions of the institutions that are subject
to consolidation operate in a coordinated manner, on behalf of the board of directors.

The BRSA, as the principal regulatory authority in the Turkish banking sector, has the right to monitor compliance
by banks with the requirements relating to audit committees. As part of exercising this right, the BRSA reviews audit reports
prepared for banks by their independent auditing firms. Banks are required to select an independent audit firm in accordance
with the Regulation Regarding the Authorization and Activities of Incorporations that will Perform Independent Audit at
Banks, published in the Official Gazette on November 1, 2006 and numbered 26333. Independent auditors are held liable for
damages and losses to third parties and are subject to stricter reporting obligations. Professional liability insurance is required
for: (a) independent auditors and (b) evaluators, rating agencies and certain other support services (if requested by the
service-acquiring bank or required by the BRSA). Furthermore, banks are required to consolidate their financial statements
on a quarterly basis in accordance with certain consolidation principles established by the BRSA. The year-end consolidated
financial statements are required to be audited whereas other quarters’ consolidated interim financial statements are subject to
only a limited review by independent audit firms.

All banks (public and private) also undergo annual audits and interim audits by certified bank auditors who have the
authority to audit banks on behalf of the BRSA. Annual audits by certified bank auditors encompass all aspects of a bank’s
operations, its financial statements and other matters affecting the bank’s financial position, including its domestic banking
activities and foreign exchange transactions. Additionally, such audits seek to ensure compliance with applicable laws and
the constitutional documents of the bank. The Central Bank has the right to monitor compliance by banks with the Central
Bank’s regulations through on-site and off-site examinations.

As noted above, pursuant to the Regulation regarding the Internal Systems of Banks, as issued by the BRSA and
published in the Official Gazette dated June 28, 2012 and numbered 28337, banks are obligated to establish, manage and
develop (for themselves and all of their consolidated affiliates) internal audit and risk management systems in line with the
scope and structure of their activities, in compliance with the provisions of such regulation. Pursuant to such regulation, the
internal audit and risk management systems are required to be vested in a department of the bank that has the necessary
independence to accomplish its purpose and such department must report to the bank’s board of directors. To achieve this,
according to the regulation, the internal control personnel cannot also be appointed to work in a role conflicting with their
internal control duties.
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The SDIF

Article 111 of the Banking Law relates to the SDIF and its principles. The SDIF has been established to develop

trust and stability in the banking sector by strengthening the financial structures of Turkish banks, restructuring Turkish
banks as needed and insuring the savings deposits of Turkish banks. The SDIF is a public legal entity set up to insure savings
deposits held with banks and (along with all other Turkish banks) the Bank is subject to its regulations. The SDIF is
responsible for and authorized to take measures for restructuring, transfers to third parties and strengthening the financial
structures of banks, the shares of which and/or the management and control of which have been transferred to the SDIF in
accordance with Article 71 of the Banking Law, as well as other duties imposed on it.

(@)

(b)

(©

(d)

(e)

®

Insurance of Deposits

Pursuant to Article 63 of the Banking Law, savings deposits held with banks are insured by the SDIF. The scope and
amount of savings deposits subject to the insurance, the tariff of the insurance premium, the time and method of
collection of this premium, and other relevant matters are determined by the SDIF upon consultation with the
Treasury, the BRSA and the Central Bank.

Borrowings of the SDIF

The SDIF: (i) may incur indebtedness with authorization from the Undersecretariat of the Treasury or (ii) the
Undersecretariat of the Treasury may issue government securities with the proceeds to be provided to the SDIF as a
loan, as necessary. Principles and procedures regarding the borrowing of government debt securities, including their
interest rates and terms and conditions of repayment to the Treasury, are to be determined together by the Treasury
and the SDIF.

Power to require Advances from Banks

Provided that BRSA consent is received, the banks may be required by the SDIF to make advances of up to the total
insurance premiums paid by them in the previous year to be set-off against their future premium obligations. The
decision regarding such advances shall also indicate the interest rate applicable thereto.

Contribution of the Central Bank

If the SDIF’s resources prove insufficient due to extraordinary circumstances, then the Central Bank will, on
request, provide the SDIF with an advance. The terms, amounts, repayment conditions, interest rates and other
conditions of the advance will be determined by the Central Bank upon consultation with the SDIF.

Savings Deposits that are not subject to Insurance

Deposits, participation funds and other accounts held in a bank by controlling shareholders, the chairman and
members of the board of directors or board of managers, general manager and assistant general managers and by the
parents, spouses and children under custody of the above, and deposits, participation funds and other accounts
within the scope of criminally-related assets generated through the offenses set forth in Article 282 of the Turkish
Criminal Code and other deposits, participation funds and accounts as determined by the board of the BRSA are not
covered by the SDIF’s insurance.

Premiums as an Expense Item

Premiums paid by a bank into the SDIF are to be treated as an expense in the calculation of that bank’s corporate
tax.
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(2) Liquidation
In the event of the bankruptcy of a bank, the SDIF is a privileged creditor and may liquidate the bank under the
provisions of the Execution and Bankruptcy Code No. 2004, exercising the duties and powers of the bankruptcy
office and creditors’ meeting and the bankruptcy administration.

(h) Claims

In the event of the bankruptcy of a bank, holders of savings deposits will have a privileged claim in respect of the
part of their deposit that is not subject to insurance.

Since July 5, 2004, up to TL 50,000 of the amounts of a depositor’s deposit accounts benefit from the SDIF
insurance guarantee.

The main powers and duties of the SDIF pursuant to the SDIF regulation published in the Official Gazette dated
March 25, 2006 and numbered 26119 are as follows:

(a) ensuring the enforcement of the SDIF board’s decisions,

(b) establishing the human resources policies of the SDIF,

(c) becoming members of international financial, economic and professional organizations in which
domestic and foreign equivalent agencies participate, and signing memoranda of understanding with the authorized
bodies of foreign countries regarding the matters that fall within the SDIF’s span of duty,

(d) insuring the savings deposit and participation funds in the credit institutions,

(e) determining the scope and amount of the savings deposit and participation funds that are subject to
insurance with the opinion of the Central Bank, BRSA and Treasury Undersecretaries, and the risk-based insurance

premia timetable, collection time and form and other related issues in cooperation with the BRSA,

(f) paying (directly or through another bank) the insured deposits and participation funds from its sources in
the credit institutions whose operating permission has been revoked,

(g) fulfilling the necessary operations regarding the transfer, sale and merger of the banks whose
shareholder rights (except dividends) and management and supervision have been transferred to the SDIF by the

BRSA, with the condition that the losses of the shareholders are reduced from the capital,

(h) taking management and control of the banks whose operating permission has been revoked and
fulfilling the necessary operations regarding the bankruptcy and liquidation of such banks,

(1) requesting from the public institutions and agencies, real persons and legal entities all information,
documents and records in a regular and timely fashion in the framework of Article 123 of the Banking Law,

(j) issuing regulations and communiqués for the enforcement of the Banking Law with SDIF’s board’s
decision, and

(k) fulfilling the other duties that the SDIF law and other related legislation assign to it.
Cancellation of Banking License
If the results of an audit show that a bank’s financial structure has seriously weakened, then the BRSA may require

the bank’s board of directors to take measures to strengthen its financial position. Pursuant to the Banking Law, in the event
that the BRSA in its sole discretion determines that:
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« the assets of a bank are insufficient or are likely to become insufficient to cover its obligations as they become
due,

« the bank is not complying with liquidity requirements,

« the bank’s profitability is not sufficient to conduct its business in a secure manner due to disturbances in the
relation and balance between expenses and profit,

« the regulatory equity capital of such bank is not sufficient or is likely to become insufficient,

* the quality of the assets of such bank have been impaired in a manner potentially weakening its financial
structure,

» the decisions, transactions or applications of such bank are in breach of the Banking Law, relevant regulations
or the decisions of the BRSA,

* such bank fails to establish internal audit, supervision and risk management systems or to effectively and
sufficiently conduct such systems or any factor impedes the audit of such systems, or

* imprudent acts of such bank’s management materially increase the risks stipulated under the Banking Law and
relevant legislation or potentially weaken the bank’s financial structure,

then the BRSA may require the board of directors of such bank:
* toincrease its equity capital,

*  not to distribute dividends for a temporary period to be determined by the BRSA and to transfer its distributable
dividend to the reserve fund,

e toincrease its loan provisions,

*  to stop extension of loans to its shareholders,

» to dispose of its assets in order to strengthen its liquidity,

e to limit or stop its new investments,

e  to limit its salary and other payments,

e  to cease its long-term investments,

* to comply with the relevant banking legislation,

* to cease its risky transactions by re-evaluating its credit policy, and/or

« to take all actions to decrease any maturity, foreign exchange and interest rate risks for a period determined by
the BRSA and in accordance with a plan approved by the BRSA.

In the event that the aforementioned actions are not taken (in whole or in part) by the applicable bank, its financial
structure cannot be strengthened despite the fact that such actions have been taken or the BRSA determines that taking such
actions will not lead to getting a favorable result, then the BRSA may require such bank to:

« strengthen its financial structure, increase its liquidity and/or increase its capital adequacy,

« dispose of its fixed assets and long-term assets within a reasonable time determined by the BRSA,
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+ decrease its operational and management costs,

e postpone its payments under any name whatsoever, excluding the regular payments to be made to its
employees,

* limit or prohibit extension of any cash or non-cash loans to certain third persons, legal entities, risk groups or
sectors,

« convene an extraordinary general assembly in order to change some or all of the members of the board of
directors or assign new member(s) to the board of directors, in the event any board member is responsible for a
failure to comply with relevant legislation, a failure to establish efficient and sufficient operation of internal
audit, internal control and risk management systems or non-operation of these systems efficiently or there is a
factor that impedes supervision or such member(s) of the board of directors cause(s) to increase risks
significantly as stipulated above, and/or

e implement short-, medium- or long-term plans and projections that are approved by the BRSA to decrease the
risks incurred by the bank and the members of the board of directors and the shareholders with qualified shares
must undertake the implementation of such plan in writing.

In the event that the aforementioned actions are not taken (in whole or in part) by the applicable bank, the problem
cannot be solved despite the fact that the actions have been taken or the BRSA determines that taking such actions will not
lead to getting a favorable result, then the BRSA may require such bank to:

« limit or cease its business or the business of the whole organization, including its relations with its local or
foreign branches and correspondents, for a temporary period,

« apply various restrictions, including restrictions on the interest rate and maturity with respect to resource
collection and utilization,

* remove from office (in whole or in part) some or all of its members of the board of directors, general manager
and deputy general managers and department and branch managers and obtain approval from the BRSA as to
the persons to be appointed to replace them,

* make available long-term loans; provided that these will not exceed the amount of deposit or participation funds
subject to insurance, and be secured by the shares of other assets of the controlling shareholders,

«  limit or cease its non-performing operations and to dispose of its non-performing assets,
* merge with one or several banks,

*  provide new shareholders in order to increase its equity capital, and/or

« cover its losses with its equity capital.

In the event that: (a) the aforementioned actions are not (in whole or in part) taken by the applicable bank within a
period of time set forth by the BRSA or in any case within 12 months, (b) the financial structure of such bank cannot be
strengthened despite its having taken such actions, (c) it is determined that taking these actions will not lead to the
strengthening of the bank’s financial structure, (d) the continuation of the activities of such bank would jeopardize the rights
of the depositors and the participation fund owners and the security and stability of the financial system, (e) such bank cannot
cover its liabilities as they become due, (f) the total amount of the liabilities of such bank exceeds the total amount of its
assets or (g) the controlling shareholders or directors of such bank are found to have utilized such bank’s resources for their
own interests, directly or indirectly or fraudulently, in a manner that jeopardized the secure functioning of the bank or caused
such bank to sustain a loss as a result of such misuse, then the BRSA, with the affirmative vote of at least five of its board
members, may revoke the license of such bank to engage in banking operations and/or to accept deposits and transfer the
management, supervision and control of the shareholding rights (excluding dividends) of such bank to the SDIF for the
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purpose of whole or partial transfer or sale of such bank to third persons or the merger thereof; provided that any loss is
deducted from the share capital of current shareholders.

In the event that the license of a bank to engage in banking operations and/or to accept deposits is revoked, then that
bank’s management and audit will be taken over by the SDIF. Any and all execution and bankruptcy proceedings (including
preliminary injunction) against such bank would be discontinued as from the date on which the BRSA’s decision to revoke
such bank’s license is published in the Official Gazette. From the date of revocation of such bank’s license, the creditors of
such bank may not assign their rights or take any action that could lead to assignment of their rights. The SDIF must take
measures for the protection of the rights of depositors and other creditors of such bank. The SDIF is required to pay the
insured deposits of such bank either by itself or through another bank it may designate. The SDIF is required to institute
bankruptcy proceedings in the name of depositors against a bank whose banking license is revoked.

Annual Reporting

Pursuant to the Banking Law, Turkish banks are required to follow the BRSA’s principles and procedures (which
are established in consultation with the Turkish Accounting Standards Board and international standards) when preparing
their annual reports. In addition, they must ensure uniformity in their accounting systems, correctly record all their
transactions and prepare timely and accurate financial reports in a format that is clear, reliable and comparable as well as
suitable for auditing, analysis and interpretation.

A bank cannot settle its balance sheets without ensuring reconciliation with the legal and auxiliary books and
records of its branches and domestic and foreign correspondents.

The BRSA is authorized to take necessary measures where it is determined that a bank’s financial statements have
been misrepresented.

When the BRSA requests a bank’s financial reports, the chairman of the board, audit committee, general manager,
deputy general manager responsible for financial reporting and the relevant unit manager (or equivalent authorities) must sign
the reports indicating their full names and titles and declare that the financial report complies with relevant legislation and
accounting records. In addition, the signing of the financial reports of foreign banks operating in Turkey through their
branches in Turkey is required to be performed by the members of the board of managers.

Independent auditors must approve all annual reports that banks present to their general assemblies.

Banks are required to submit their financial reports to related authorities and publish them in accordance with the
BRSA’s principles and procedures.

Further, banks are required to submit and publish annual reports that comply with the BRSA’s established
guidelines. These reports include the following parts: an introductory part that contains general information about the bank, a
part that incorporates information on management and corporate managerial practices and a part that contains financial
information and evaluations related to risk management.

The Regulation on Procedures and Principles of Preparation and Publication of Annual Reports by the Banks
regulates the procedures and principles regarding the annual reports of banks to be published at the end of each fiscal year.
According to the regulation, among other things, a bank’s financial performance and the risks that it faces need to be assessed
in the annual report. The annual report is subject to the approval of the board of directors and must be submitted to
shareholders at least 15 days before the annual general assembly of the bank. Banks must submit a copy of their annual
reports to the BRSA within seven days following the publication of the reports. Banks must also keep a copy of such reports
in their headquarters and branches. Besides they must publish them on their websites by the end of May following the end of
the relevant fiscal year.

Financial Services Fee

Pursuant to Heading XI of Tariff No. 8 attached to the Law on Fees (Law No. 492) amended by the Law No. 5951,
banks are required to pay to the relevant tax office to which their head office reports an annual financial services fee for each
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of their branches. The amount of the fee is determined in accordance with the population of the district in which the relevant
branch is located.

Corporate Governance Principles

On December 30, 2011, the Corporate Governance Communiqué was published by the CMB and entered into force,
providing certain compulsory and non-mandatory principles applicable to all corporations listed on the ISE, including banks.
The Corporate Governance Communiqué is, as of the date of this Offering Circular, in force for all listed companies except
for banks, which will be subject to this communiqué as of December 30, 2012. Therefore, the provisions of the communiqué
are expected to become applicable to the Bank starting from the aforementioned date, in addition to the existing corporate
governance requirements under other Turkish law and regulations which it will remain subject to (i.e., those that apply to
non-listed companies and banks). The listed banks will have to comply with all of the mandatory principles under the
Corporate Governance Communiqué when these principles become applicable to the banks. According to the communiqué,
any non-compliance with the non-mandatory principles in the Corporate Governance Communiqué will have to be explained
in annual Corporate Governance Principles Compliance Report that is published as part of the relevant company’s annual
reports.

The Corporate Governance Communiqué contains principles relating to: (a) companies’ shareholders, (b) public
disclosure and transparency, (c) the stakeholders of companies and (d) the board of directors. A number of principles are
compulsory, while the remaining principles apply on a “comply or explain” basis. The Corporate Governance Communiqué
classifies listed companies into three categories according to their average market capitalization and the average market value
of their free-float shares, subject to recalculation on an annual basis. The CMB has classified 23 companies for 2012 as
“Tier 1” companies, which have maximum exposure to the mandatory principles set out in the Corporate Governance
Communiqué. Some of these mandatory principles are not applicable to “Tier 2” and “Tier 3” companies. The Bank is
classified as a “Tier 1” company.

The mandatory principles under the Corporate Governance Communiqué include: (a) the composition of the board
of directors, (b) appointment of independent board members, (c) board committees, (d) specific corporate approval
requirements for related party transactions, transactions that may result in a conflict of interest and certain other transactions
deemed material by the Corporate Governance Communiqué and (e) information rights in connection with general assembly
meetings.

Listed companies are required to have independent board members which should constitute one third of the board of
directors and should not be fewer than two. The Corporate Governance Communiqué further initiated a pre-assessment
system to determine the “independency” of individuals nominated as independent board members in “Tier 1” companies.
Those nominated for such positions must be evaluated by the “Nomination Committee” of the board of directors for fulfilling
the applicable criteria stated in the Corporate Governance Communiqué. The board of directors is required to prepare a list of
nominees based upon this evaluation for final review by the CMB, which is authorized to issue a “negative view” on any
nominee and prevent their appointment as independent members of the board of directors. The Corporate Governance
Communiqué also requires listed companies to establish certain other board committees.

In addition to the mandatory principles regarding the composition of the board and the independent board members,
the Corporate Governance Communiqué introduced specific corporate approval requirements for all related party
transactions, transactions concerning the establishment of security, pledge and mortgage for third parties and transactions
which are deemed “material.” “Material transactions” are described as the lease, transfer or establishment of rights in rem
over the total or a substantial part of the listed company’s assets, acquire or lease of a material asset, establishing privileges
or changes in the scope of current privileges and delisting of the company. All those types of transactions shall be approved
by the majority of the independent board members. If not, then they shall be brought to the general assembly meeting where
related parties to those transactions are not allowed to vote. Meeting quorum shall not be sought for these resolutions and the
resolution quorum is simple majority of the attendees who may vote.

Anti-Money Laundering

Turkey is a member country of the Financial Action Task Force and has enacted laws and regulations to combat
money laundering, terrorist financing and other financial crimes. In Turkey, all banks and their employees are obligated to
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implement and fulfill certain requirements regarding the treatment of activities that may be referred to as money laundering
set forth in Law No. 5549 on Prevention of Laundering Proceeds of Crime.

Minimum standards and duties under such law and related legislation include customer identification, record

keeping, suspicious transaction reporting, employee training, monitoring activities and the designation of a compliance
officer. Suspicious transactions must be reported to the Financial Crimes Investigation Board.
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CONDITIONS OF THE NOTES

The following is the text of the Conditions of the Notes which (except for the paragraphs in italics) will be endorsed
on the definitive Certificates issued in respect of the Notes:

The US$1,000,000,000 6.00 per cent. Subordinated Notes due 2022 (the “Notes”, which expression shall in these Conditions,
unless the context otherwise requires, include any further notes issued pursuant to Condition 14 and forming a single series
with the Notes) of Tiirkiye Is Bankasi A.S. (the “Issuer”) are issued subject to and with the benefit of an Agency Agreement
dated 24 October 2012 (such agreement as amended and/or supplemented and/or restated from time to time, the “Agency
Agreement”) made among the Issuer, The Bank of New York Mellon (Luxembourg) S.A. as registrar (the “Registrar”), The
Bank of New York Mellon, London Branch as fiscal agent and principal paying agent (the “Fiscal Agent”) and the other
initial paying agents named in the Agency Agreement (together with the Fiscal Agent, the “Paying Agents”) and the other
agents named in it (together with the Fiscal Agent, the Registrar and the other Paying Agents, the “Agents”). The holders of
the Notes are entitled to the benefit of a Deed of Covenant (the “Deed of Covenant”) dated 24 October 2012 and made by the
Issuer. The original of the Deed of Covenant is held by the Fiscal Agent on behalf of the Noteholders at its specified office.

The statements in these Conditions include summaries of, and are subject to, the detailed provisions of and definitions in the
Agency Agreement. Copies of the Agency Agreement are available for inspection during normal business hours by the
Noteholders at the specified office of each of the Paying Agents. The Noteholders are entitled to the benefit of, are bound by,
and are deemed to have notice of, all the provisions of the Agency Agreement and the Deed of Covenant applicable to them.
References in these Conditions to any Agent shall include any successor appointed under the Agency Agreement.

The owners shown in the records of Euroclear, Clearstream Luxembourg and DTC of book-entry interests in Notes are
entitled to the benefit of, are bound by, and are deemed to have notice of, all the provisions of the Agency Agreement and the
Deed of Covenant applicable to them.

1. FORM, DENOMINATION AND TITLE

1.1  Form and Denomination

The Notes are issued in registered form in amounts of US$200,000 (referred to as the “principal amount” of a Note)
and in integral multiples of US$1,000 thereafter. A note certificate (each a “Certificate”) will be issued to each
Noteholder in respect of its registered holding of Notes. Each Certificate will be numbered serially with an identifying
number which will be recorded on the relevant Certificate and in the register of Noteholders which will be kept by the
Registrar. The Notes are issued pursuant to the Turkish Commercial Code (Law No. 6102), the Capital Markets Law
(Law No. 2499) of Turkey and Articles 6 and 25 of the Communiqué Serial I, No. 22 of the Turkish Capital Markets
Board on Registration and Sale of Debt Instruments.

The Notes are not issuable in bearer form.

1.2 Title

Title to the Notes passes only by registration in the register of Noteholders. The holder of any Note will (except as
otherwise required by law) be treated as its absolute owner for all purposes (whether or not it is overdue and
regardless of any notice of ownership, trust or any interest or any writing on, or the theft or loss of, the Certificate
issued in respect of it) and no person will be liable for so treating the holder. In these Conditions, “Noteholder” and (in
relation to a Note) “holder” means the person in whose name a Note is registered in the register of Noteholders.

For a description of the procedures for transferring title to book-entry interests in the Notes, see “Book-Entry

Clearance Systems”.

2. TRANSFERS OF NOTES AND ISSUE OF CERTIFICATES

2.1 Transfers

A Note may be transferred by depositing the Certificate issued in respect of that Note, with the form of transfer on the
back duly completed and signed, at the specified office of the Registrar or any of the other Agents.

For a description of certain restrictions on transfers of interests in the Notes, see “Transfer Restrictions”.
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3.2

Delivery of new Certificates

Each new Certificate to be issued upon a transfer of the Notes will, within five Business Days of receipt by the
Registrar or the relevant other Agent of the duly completed form of transfer endorsed on the relevant Certificate, be
mailed by uninsured mail at the risk of the holder entitled to the Note to the address specified in the form of transfer.
For the purposes of this Condition, “Business Day” shall mean a day on which commercial banks are open for general
business including dealings in foreign currencies in the city in which the specified office of the Agent with whom a
Certificate is deposited in connection with a transfer is located.

Except in the limited circumstances described herein (see “The Global Certificates — Registration of Title”), owners
of interests in the Notes will not be entitled to receive physical delivery of Certificates. Issues of Certificates upon
transfer of Notes are subject to compliance by the transferor and transferee with the certification procedures
described above and in the Agency Agreement and compliance with the legends placed on the Notes as described in
“Transfer Restrictions”.

Where some but not all of the Notes in respect of which a Certificate is issued are to be transferred, a new Certificate
in respect of the Notes not so transferred will, within five Business Days of receipt by the Registrar or the relevant
other Agent of the original Certificate, be mailed by uninsured mail at the risk of the holder of the Notes not so
transferred to the address of such holder appearing on the register of Noteholders or as specified in the form of
transfer.

Formalities free of charge

Registration of transfer of Notes will be effected without charge by or on behalf of the Issuer or any Agent but upon
payment (or the giving of such indemnity as the Issuer or any Agent may reasonably require) in respect of any tax or
other governmental charges which may be imposed in relation to such transfer.

Closed Periods

No Noteholder may require the transfer of a Note to be registered during the period of 15 days ending on the due date
for any payment of principal or interest on that Note.

Regulations

All transfers of Notes and entries on the register of Noteholders will be made subject to the detailed regulations
concerning transfer of Notes scheduled to the Agency Agreement. The regulations may be changed by the Issuer with
the prior written approval of the Registrar. A copy of the current regulations will be mailed (free of charge) by the
Registrar to any Noteholder who requests one.

STATUS

Subordination

The Notes will constitute direct, unsecured and subordinated obligations of the Issuer and shall, in the case of a
Subordination Event and for so long as that Subordination Event subsists, rank:

(a)  subordinate in right of payment to the payment of all Senior Obligations;

(b)  pari passu without any preference among themselves and with all Parity Obligations; and

(c)  inpriority to all payments in respect of Junior Obligations.

By virtue of such subordination of the Notes as described in this Condition 3, no amount will, in the case of a
Subordination Event and for so long as that Subordination Event subsists, be paid under the Notes until all payment
obligations in respect of Senior Obligations have been satisfied.

No Set-off or Counterclaim

All payment obligations of, and payments made by, the Issuer under and in respect of the Notes must be determined
and made without reference to any right of set-off or counterclaim of any holder of the Notes, whether arising before
or in respect of any Subordination Event. By virtue of the subordination of the Notes, following a Subordination Event
and for so long as that Subordination Event subsists and prior to all payment obligations in respect of Senior
Obligations having been satisfied, no holder of the Notes shall exercise any right of set-off or counterclaim in respect
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4.1

of any amount owed to such holder by the Issuer in respect of the Notes and any such rights shall be deemed to be
waived.

No Link to Derivative Transactions

The Notes will not be (i) linked to any derivative transaction or derivative contract in a way which would result in a
violation of Articles 8(1)(c) and (d) of the BRSA Regulation or (ii) in any manner the subject of any guarantee or
security.

Interpretation
In these Conditions:

“BRSA” means the Banking Regulation and Supervision Agency (Bankacilik Diizenleme ve Denetleme Kurumu) of
Turkey or such other governmental authority in Turkey having primary bank supervisory authority with respect to the
Issuer.

“BRSA Regulation” means the BRSA Regulation on Equities of Banks (published in the Official Gazette dated
1 November, 2006, No. 26333).

“Junior Obligations” means any class of share capital (including ordinary and preferred shares) of the Issuer together
with any present and future undated or perpetual subordinated indebtedness, including any obligations arising out of
any other subordinated loans or debt instruments (as defined in Article 7 of the BRSA Regulation) or other payment
obligations of the Issuer that rank, or are expressed to rank, junior to the Issuer’s obligations under the Notes.

“Parity Obligations” means any securities or other instruments issued by the Issuer, including any present and future
dated subordinated loans (as defined in Article 8 of the BRSA Regulation) or other payment obligations of the Issuer
that rank, or are expressed to rank, pari passu with the Issuer’s obligations under the Notes.

“Senior Obligations” means any of the Issuer’s present and future indebtedness and other obligations (including,
without limitation (a) obligations for any Senior Taxes, statutory preferences and other legally-required payments, (b)
obligations to depositors and trade creditors, and (c) obligations under hedging and other financial instruments), other
than its obligations under (i) the Notes, (ii) any Parity Obligations and (iii) any Junior Obligations.

“Subordination Event” means any distribution of the assets of the Issuer on a dissolution, winding-up or liquidation of
the Issuer whether in bankruptcy, insolvency, receivership, voluntary or mandatory reorganisation or indebtedness
(konkordato) or any analogous proceedings referred to in the Banking Law (Law No. 5411), the Turkish Commercial
Code (Law No. 6102) or the Turkish Execution and Bankruptcy Code (Law No. 2004).

“Senior Taxes” means any tax, levy, fund, impost, duty or other charge or withholding of a similar nature (including
any related penalty or interest) including, without limitation, the Banking and Insurance Transactions Tax (Banka
Sigorta Muameleleri Vergisi) imposed by Article 28 of the Expenditure Taxes Law (No. 6802), income withholding
tax pursuant to the Decree of the Council of Ministers of Turkey (Decrees No. 2011/1854 and 2010/1182), Articles 15
and 30 of the Corporate Income Tax Law (No. 5520) and Article 94 and Provisional Article 67 of the Income Tax Law
(No. 193), any reverse VAT imposed by the VAT Law (Law No. 3065), any stamp tax imposed by the Stamp Tax Law
(Law No. 488) and any withholding tax imposed by, or anti-tax haven regulations under, Article 30.7 of the Corporate
Income Tax Law (Law No. 5520).

“Turkey” means the Republic of Turkey.
COVENANTS

Maintenance of Authorisations

So long as any of the Notes remains outstanding, the Issuer shall take all necessary action to maintain, obtain and
promptly renew, and do or cause to be done all things reasonably necessary to ensure the continuance of, all consents,
permissions, licences, approvals and authorisations, and make or cause to be made all registrations, recordings and
filings, which may at any time be required to be obtained or made in Turkey (including, without limitation, with the
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4.2

4.3

4.4

Capital Markets Board (in Turkish: Sermaye Piyasas: Kurulu) (the “CMB”) and the BRSA) for (a) the execution,
delivery or performance of the Agency Agreement, the Deed of Covenant and the Notes or for the validity or
enforceability thereof, or (b) save to the extent any failure to do so does not and would not have a material adverse
effect on (i) the business, financial condition or results of operations of the Issuer, or (ii) the Issuer’s ability to perform
its obligations under the Notes (a “Material Adverse Effect”), the conduct by it of the Permitted Business.

Transactions with Affiliates

So long as any of the Notes remains outstanding, the Issuer will not, and the Issuer will not permit any of its Material
Subsidiaries to, in any 12 month period, make any payment to, or sell, lease, transfer or otherwise dispose of any of its
properties, revenues or assets to, or purchase any properties, revenues or assets from, or enter into or make or amend
any transaction, contract, agreement, understanding, loan, advance, indemnity or guarantee (whether related or not)
which has or in the aggregate have a value in excess of US$50,000,000 with or for the benefit of, any Affiliate (each,
an “Affiliate Transaction) unless such Affiliate Transaction is on terms that are no less favourable to the Issuer or the
relevant Subsidiary than those that would have been obtained in a comparable transaction by the Issuer or such
Subsidiary with an unrelated Person.

Financial Reporting
So long as any of the Notes remains outstanding, the Issuer shall deliver to the Fiscal Agent:

(a)  not later than six months after the end of each financial year of the Issuer, English language copies of the
Issuer’s audited consolidated financial statements for such financial year, prepared in accordance with IFRS
consistently applied and BRSA accounting standards (“BRSAAS™), together with the corresponding financial
statements for the preceding period, and all such annual financial statements of the Issuer shall be accompanied
by the report of the auditors thereon; and

(b)  not later than 120 days after the end of the first six months of each financial year of the Issuer, English
language copies of its unaudited consolidated financial statements for such six-month period, prepared in
accordance with IFRS consistently applied and BRSAAS, together with the corresponding financial statements
for the corresponding period of the previous financial year, and all such interim financial statements of the
Issuer shall be accompanied by a review report of the auditors thereon.

Merger, Amalgamation, Consolidation, Sale, Assignment or Disposal

So long as any of the Notes remains outstanding, the Issuer shall not merge, amalgamate or consolidate with or into,
or sell, assign or otherwise dispose of all or substantially all of its property and assets (whether in a single
transaction or a series of related transactions) to, any other person (a “New Bank”) without the prior approval of the
holders of the Notes by way of an Extraordinary Resolution unless either:

(a) (i) the New Bank is incorporated, domiciled and resident in Turkey and executes a deed poll and such other
documents (if any) as may be necessary to give effect to its assumption of all of the obligations, covenants,
liabilities and rights of the Issuer in respect of the Notes (together, the “Documents”) and (without limiting
the generality of the foregoing) pursuant to which the New Bank shall undertake in favour of each
Noteholder to be bound by the Notes, these Conditions and the provisions of the Agency Agreement and
the Deed of Covenant as fully as if it had been named in the Notes, these Conditions, the Agency
Agreement and the Deed of Covenant in place of the Issuer; and

(ii) the Issuer (or the New Bank) delivers to the Fiscal Agent a legal opinion from a leading firm of lawyers in
each of Turkey and England to the effect that, subject to no greater limitations as to enforceability than
those which would apply in any event in the case of the Issuer, the Documents constitute or, when duly
executed and delivered, will constitute, legal valid and binding obligations of the New Bank, with each
such opinion to be dated not more than seven days prior to the date of such merger, amalgamation or
consolidation or sale, assignment or other disposition,

and provided (A) none of the events or circumstances described in paragraphs (a), (b) or (¢) in Condition 10 below
has occurred and is continuing and (B) such merger, amalgamation or consolidation or sale, assignment or other
disposition does not and would not (I) result in any other default or breach of the obligations and covenants of the
Issuer under the Notes or of the New Bank on its assumption of such obligations and covenants in accordance with
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4.5

the provisions above or (II) otherwise have a Material Adverse Effect, as determined by reference to the Issuer
immediately prior to and the New Bank immediately after the relevant merger, amalgamation or consolidation or
sale, assignment or other disposition; or

(b) the surviving legal entity following any such merger, amalgamation or consolidation is the Issuer.

Interpretation
For the purposes of this Condition 4:

“Affiliate” means, in respect of any specified Person, any other Person directly or indirectly controlling or controlled
by or under direct or indirect common control with such specified Person, and, in the case of a natural Person, any
immediate family member of such Person. For purposes of this definition, “control”, as used with respect to any
Person, shall mean the possession, directly or indirectly, of the power to direct or cause the direction of the
management or policies of such Person, whether through the ownership of voting securities, by agreement or

otherwise and the terms “controlling”, “controlled by” and “under common control with” shall have corresponding
meanings.

“Material Subsidiary” means at any time a Subsidiary of the Issuer:

(a) whose total assets (consolidated in the case of a Subsidiary which itself has Subsidiaries) represent (or, in the
case of a Subsidiary acquired after the end of the financial period to which the then latest audited consolidated
IFRS financial statements of the Issuer and its Subsidiaries relate, are equal to) not less than 10 per cent. of
the consolidated total assets of the Issuer and its Subsidiaries taken as a whole, all as calculated respectively
by reference to the then latest audited IFRS financial statements (consolidated or, as the case may be,
unconsolidated) of such Subsidiary and the then latest audited consolidated accounts of the Issuer and its
Subsidiaries; provided that, in the case of a Subsidiary of the Issuer acquired after the end of the financial
period to which the then latest audited consolidated IFRS financial statements of the Issuer and its
Subsidiaries relate, the reference to the then latest audited consolidated IFRS financial statements of the
Issuer and its Subsidiaries for the purposes of the calculation above shall, until consolidated accounts for the
financial period in which the acquisition is made have been prepared and audited as aforesaid, be deemed to
be a reference to such first-mentioned accounts as if such Subsidiary had been shown in such accounts by
reference to its then latest relevant audited accounts, adjusted as deemed appropriate by the Issuer;

(b) to which is transferred the whole or substantially the whole of the undertaking and assets of a Subsidiary of
the Issuer that immediately prior to such transfer is a Material Subsidiary; provided that the transferor
Subsidiary shall upon such transfer forthwith cease to be a Material Subsidiary and the transferee Subsidiary
shall immediately become a Material Subsidiary pursuant to this subparagraph (b) but shall cease to be a
Material Subsidiary on the date of publication of its next audited IFRS financial statements unless it would
then be a Material Subsidiary under subparagraph (a) above; or

() to which is transferred an undertaking or assets that, taken together with the undertaking or assets of the
transferee Subsidiary, represent (or, in the case of the transferee Subsidiary being acquired after the end of the
financial period to which the then latest audited consolidated IFRS financial statements of the Issuer and its
Subsidiaries relate, are equal to) not less than 10 per cent. of the consolidated total assets of the Issuer and its
Subsidiaries taken as a whole (calculated as set out in subparagraph (a) above); provided that the transferor
Subsidiary (if a Material Subsidiary) shall upon such transfer forthwith cease to be a Material Subsidiary
unless immediately following such transfer, its assets represent (or, in the case aforesaid, are equal to) not less
than 10 per cent. of the consolidated total assets of the Issuer and its Subsidiaries taken as a whole (all as
calculated as set out in subparagraph (a) above), and the transferee Subsidiary shall cease to be a Material
Subsidiary pursuant to this subparagraph (c) on the date of the publication of its next audited IFRS financial
statements, save that such transferor Subsidiary or such transferee Subsidiary may be a Material Subsidiary
on or at any time after the date on which such consolidated accounts have been prepared and audited as
aforesaid by virtue of the provisions of subparagraph (a) above or, prior to or after such date, by virtue of any
other applicable provision of this definition.
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6.1

A report by the auditors of the Issuer that in their opinion a Subsidiary is or is not or was or was not at any particular
time a Material Subsidiary shall, in the absence of manifest error, be conclusive and binding on all parties.

“Permitted Business” means any business which is the same as or related, ancillary or complementary to any of the
businesses of the Issuer on the Issue Date (as defined below).

“Person” means (i) any individual, company, unincorporated association, government, state agency, international
organisation or other entity and (ii) its successors and assigns.

“Subsidiary” means, in relation to any Person, any company (i) in which such Person holds a majority of the voting
rights or (ii) of which such Person is a member and has the right to appoint or remove a majority of the board of
directors or (iii) of which such Person is a member and controls a majority of the voting rights, and includes any
company which is a Subsidiary of a Subsidiary of such Person. In relation to the financial statements of the Issuer,
“Subsidiary” shall also include any other entities that are consolidated with the Issuer.

INTEREST

Interest Rate and Interest Payment Dates

Subject as provided in Condition 5.2, the Notes will bear interest from and including 24 October 2012 (the “Issue
Date”) at the rate (the “Interest Rate”) of 6.00 per cent. per annum (the “Original Interest Rate”), payable semi-
annually in arrear on each of 24 April and 24 October in each year (each, an “Interest Payment Date”). The first
payment (representing a full six months’ interest) shall be made on 24 April 2013.

Default Interest

In the event that any default is made by the Issuer in the payment of any principal or interest due in respect of the
Notes or any of them (save as a result of the winding up, dissolution or liquidation of the Issuer) and the default
continues for a period of 7 days in the case of principal or 14 days in the case of interest, and for so long as such
default is continuing, the Interest Rate shall be increased by one percentage point to 7.00 per cent. per annum (the
“Default Interest Rate”), which increase shall take effect from and including the date on which the relevant payment
was due.

Interest Accrual

Each Note will cease to bear interest from and including its due date for redemption unless, upon due presentation,
payment of the principal in respect of the Note is improperly withheld or refused or unless default is otherwise made
in respect of payment. In such event, interest will continue to accrue until whichever is the earlier of:

(a)  the date on which all amounts due in respect of such Note have been paid; and

(b)  five days after the date on which the full amount of the moneys payable in respect of such Note has been
received by the Fiscal Agent or the Registrar, as the case may be, and notice to that effect has been given to the
Noteholders in accordance with Condition 12.

Calculation of Broken Interest

When interest is required to be calculated in respect of a period of less than a full six months (including where a
different Interest Rate is to apply in respect of any periods within the period from and including an Interest Payment
Date to but excluding the next succeeding Interest Payment Date (each an “Interest Period”) as a result of the Original
Interest Rate and the Default Interest Rate being payable in respect of that Interest Period and for these purposes
interest shall be calculated separately in respect of each such period within that Interest Period as provided in this
Condition 5.4), it shall be calculated on the basis of a 360-day year consisting of 12 months of 30 days each and, in the
case of an incomplete month, the number of days elapsed on the basis of a month of 30 days.

PAYMENTS

Payments in respect of Notes

Payment of principal and interest on a Note will be made by transfer to the registered account of the applicable
Noteholder or by US Dollar cheque drawn on a bank that processes payments in US Dollar mailed to the registered
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address of such Noteholder if it does not have a registered account. Payments of principal and payments of interest
due otherwise than on an Interest Payment Date will only be made against surrender of the relevant Certificate at the
specified office of any of the Agents. Interest on Notes due on an Interest Payment Date will be paid to the holder
shown on the register of Noteholders at the close of business on the date (the “record date”) being the 15th day before
the due date for the payment of interest.

For the purposes of this Condition 6.1, a Noteholder’s registered account means the US Dollar account maintained by
or on behalf of it with a bank that processes payments in US Dollar, details of which appear on the register of
Noteholders at the close of business, in the case of principal, on the second Payment Business Day (as defined below)
before the due date for payment and, in the case of interest, on the relevant record date, and a Noteholder’s registered
address means its address appearing on the register of Noteholders at that time.

Payments subject to Applicable Laws

Payments in respect of principal and interest on the Notes are subject in all cases to (i) any fiscal or other laws and
regulations applicable in the place of payment, but without prejudice to the provisions of Condition 8 and (ii) any
withholding or deduction required pursuant to an agreement described in Section 1471(b) of the U.S. Internal Revenue
Code of 1986 (the “Code”) or otherwise imposed pursuant to Sections 1471 through 1474 of the Code and any
regulations or agreements thereunder or official interpretations thereof (“FATCA”) or any law implementing an
intergovernmental approach to FATCA.

No commissions

No commissions or expenses shall be charged to the Noteholders in respect of any payments made in accordance with
this Condition 6.

Payment on Business Days

Where payment is to be made by transfer to a registered account, payment instructions (for value the due date or, if
that is not a Payment Business Day, for value the first following day which is a Payment Business Day) will be
initiated and, where payment is to be made by cheque, the cheque will be mailed, on the Payment Business Day
preceding the due date for payment or, in the case of a payment of principal or a payment of interest due otherwise
than on an Interest Payment Date, if later, on the Payment Business Day on which the relevant Certificate is
surrendered at the specified office of an Agent.

Noteholders will not be entitled to any interest or other payment for any delay after the due date in receiving the
amount due if the due date is not a Payment Business Day, if the Noteholder is late in surrendering its Certificate (if
required to do so) or a c